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Newsline

CPA delay offers further opportunity for business

to have its desired effect, consumer
protection groups should become
particularly active in championing the
cause for consumers.
Despite the balance of power
still favouring business, owners of
businesses of every kind should
nevertheless take the time to
understand the Act and ready
themselves for it. "Remember that
preventing a claim against your
company is going to be far better than
trying to solve one through a costly
legal process after a violation of the Act,”
Turner points out.

“Small
shopkeepers
and other such
businesses
may easily
find themselves
in breach of
the Act”

The implementation of the Consumer
Protection Act (CPA) may be delayed,
but its introduction is inevitable,
and while potentially frustrating for
consumers who are looking for relief, the
postponement gives businesses of every
kind a valuable opportunity to ensure
that when the Act is promulgated they
need not fear any repercussions from
their business practices or products.
Instead, declares Cape Town-based
Turner & Associates managing director
Brandell Turner, they can be ready with
a compliant organisation that delivers
quality products and services.
"Love it or hate it, the CPA has
been passed by Parliament and it’s
coming,” he says. “Preparing for it means
mitigating any potential risks arising
from a violation of the Act, especially
the clearly defined prohibited practices
cited in it.”
While the Act is designed to bring
relief to consumers from unfair
practices and inferior products, Turner
says there is potential for it to stifle
entrepreneurship.
"Bigger companies have the resources
to ensure compliance and a high
4
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standard of products and services
as required by the Act,” he explains.
“However, the Act does not discriminate
between large companies and small
or micro enterprises. The concern is
that small shopkeepers and other such
businesses may easily find themselves in
breach of the Act and may not have the
means to prevent it or litigate a court
claim. This may affect the sustainability
of small businesses and discourage
potential entrepreneurs who may
perceive the standards set in the Act as
too onerous.”
CPA helps the consumer, but...
That said, Turner believes there is
a definite need for the legislation.
"Business organisations are stronger in
South Africa than consumer protection
groups are. They have a louder voice
and are more institutionalised. While the
CPA therefore aims to shift the balance
somewhat, this does not completely tip
the scales in favour of the consumer.
The Act, however, gives legislative
recognition to consumer protection
groups as a voice for consumers.”
Turner believes that if the Act is

Get in on the Act and take the gap
“The answer to preparing is fairly
straightforward,” he continues. “It
depends on education. Especially for the
smaller operation, owners and managers
are encouraged to get 'hands on' with
the legislation. They should consider a
gap analysis, looking at the organisation,
its transactions and the type of goods
and services supplies and the warranties
it offers.
"These should be superimposed
on the Act to provide something of a
checklist which will determine their
state of readiness for the Act. Where
there are potential breaches, training
interventions may be necessary,
processes may require tightening
or product quality and warranties
increased."
Essentially, continues Turner, the
time afforded by the delay in the
implementation of the Act provides
businesses with a clear opportunity to
step up what is in effect a risk mitigation
exercise.
"It is a compliance issue and it
will incur a cost. However, by being
proactive, every business can become
compliant and in so doing, step up
their level of customer service and
satisfaction. Such a perception changes
the viewpoint of compliance with the
Act from being a mere expense to being
an investment in the performance and
quality of the business. In turn, the
Act can therefore actually deliver an
advantage to a business."

Newsline

Worst of the recession may be ov

It seems the worst of the recession is
over for furniture retailers JD Group
and Lewis. Recent trading updates from
the two companies reveal that sales
over the past few months have grown
consistently.
Management of the two companies
are also optimistic about the coming
year and believe all divisions are
positioned to capitalise on the increase
in trading.
Lewis’s merchandise sales for the
quarter ending in December grew by
13 per cent, while JD Group grew its
furniture sales by 20 per cent in the four
months ending 15 January 2011.
While it looks as though JD’s
performance outstripped that of its
competitor, this is not so – Lewis’s
performance has been more consistent
over the past four years and results are
off a higher base.
A year ago Lewis increased
merchandise sales for the same quarter
by 7.3 per cent while at JD sales fell by
2.8 per cent.
Systems working
“The improvement in JD’s performance
has a little to do with a growing consumer
appetite to spend and a lot to do with
the fact that our merchandise systems
are working,” says CEO Grattan Kirk. “Our
stock disciplines – availability, advertising,
supply chain and so on – are far more
exacting. I’m very relieved. It means what
we’ve done to improve our operating
model is working.”
The same cannot be said for its cashonly divisions Incredible Connection
and Hi-Fi Corporation, which were
battered by price deflation of ten per
cent and managed to grow sales by only
6.1 per cent.
“On some items, like laptops and TVs,
deflation was closer to 20 or 30 per cent
and that makes top-line sales growth
difficult,” Kirk adds.
Though Lewis did not provide an
update on credit sales, these grew from
68.5 to 71.7 per cent in the six months
to September.
JD is seeing similar growth. Credit

er for Lewis, JD Group

sales averaged 66 per cent in its 2010
financial year, but have recently edged
up to 70 per cent.
“We have not relaxed our scoring
criteria,” says Kirk. “Our target market is
back in the market for credit.”
Credit demand increases
According to statistics released by the
National Credit Regulator, consumers
are hungrier for credit than they were a
year ago. The value of new credit granted
increased from R67.55 billion for the
quarter ended June 2010 to R75.14 billion
for the quarter ended September 2010, an
increase of 11.23 per cent and 40.23 per
cent higher than a year ago.
While applications for bonds and
vehicle finance were virtually flat, credit
facilities consisting of credit cards, store
cards and bank overdrafts increased by
12.82 per cent quarter on quarter.
“Some of the recently released retail
numbers surprised on the upside,” says
Debtbusters CEO Luke Hirst. “The worry
is, how much of this spending has been

“Consumers are
hungrier for credit
than they were
a year ago”

funded by short-term debt?”
He believes that with consumer debt
to household income still up at a high
78 per cent, from 40 per cent a decade
ago, consumers are still not learning to
be financially disciplined.
So is the shift back to credit spending
sustainable? Analysts are concerned, but
retailers are not.
“I don’t believe our customers are
heavily indebted,” says Kirk. “Only 15 per
cent of consumers in the LSM 3-4 band
have a bond, and these are the ones
who are starting to spend again.”
Most analysts are advising their
clients to hold their stocks in both
companies, or buy for the long haul.

Grattan Kirk – "I don't believe our
customers are heavily indebted."
Lewis is a decent company, with a
good track record, and currently trades
on a historical price:earnings (p:e) ratio
of 10.5 times and at twice its net asset
value.
The group has attractive operating
margins, a solid return on equity and an
attractive dividend yield of 4.7 per cent.
Though the group’s lower LSM focus has
aided its performance in recent times,
future performance will be driven by
employment and economic recovery.
Lewis is preferable for those with less
appetite for risk.
JD is more expensive, on a p:e of
17.88 and dividend yield of 2.8 per
cent. But with top-line sales growth
picking up, this share could be due for a
rerating.
It has a diverse product offering that
spans both credit and cash, which,
coupled with a more efficient financial
services division, should benefit the
group.
In the short to medium term, the
group is likely to produce aboveaverage growth. However, debt
management remains crucial.
Results in May will show whether
the pressure on margins has eased and
costs are being cut.
Source: Financial Mail
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First quar ter sales up at Ellerine Holdings
Ellerine Holdings Limited (EHL), a
subsidiary of African Bank Investments
(Abil), has reported merchandise sales
for the first quarter to 31 December
2010 were R1.5 billion, eight per cent
higher than the previous comparable
period. On a like-for-like basis in
terms of trading space, merchandise
sales grew by 12 per cent, while the
merchandise sales credit mix increased
from 60 per cent in September 2010 to
66 per cent in December 2010.
EHL increased its new credit
customers by 18 per cent for the quarter
to 140 000. Total credit sales increased
by 29 per cent to R1,2 billion, supported
by a growing contribution from personal

loans.
While Ellerines, the largest brand
within the portfolio, increased its
merchandise sales by 20 per cent,
systems changes implemented in
September 2010 and a relatively high
base from the previous year had a
negative impact on sales growth at
Beares (up five per cent) and Geen &
Richards (up one per cent).
Dial-a-Bed grew sales by 12 per
cent, while Furniture City (down ten
per cent) was affected by a fire at its
biggest store. The sales performance of
Wetherlys (down 17 per cent) continued
to disappoint, EHL says, given issues
around its store size and location

strategy, amongst others.
Gross margins firmed slightly, while
stock turns and obsolescent stock
showed further improvement over the
period. Category expansion through
new imported furniture ranges,
computers and the TEK private label has
also proven positive.
Outlook
Innovation and renewed energy have
resulted in strong levels of activity in
the first quarter, and given the current
impetus in the business, the group
says it remains on track to achieve its
previously communicated financial
objectives for 2011.

South Africans find online shopping convenient, user-friendly
Fifty one per cent of South Africans who
have access to the Internet are shopping
online and 75 per cent of those have done
so in the past three months, this according
to the latest survey on online shopping
habits from MasterCard Worldwide.
While the number of South Africans
accessing the Internet to shop online is up
nine per cent from the previous survey, the
number of those who made purchases in
the last three months has decreased by a
marginal two per cent, from 77 per cent a
year ago.
The survey was conducted from 3
September 2010 to 1 October 2010 and
reached 8 500 consumers from 15 markets
across APMEA (Asia Pacific, Middle East,
Africa).
In early 2010 South African research
company World Wide Worx reported
that the number of South Africans with
access to the Internet grew by 15 per
cent between 2009 and the beginning of
2010, from 4.6 million users to 5.3 million
users, with similar growth predicted for the
remainder of 2010.
MasterCard’s latest survey reveals that
a majority (89 per cent) of South African
online shoppers are satisfied with their
overall online shopping experience and 73
per cent of active online shoppers intend
6
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to make an online purchase in the next six
months. Both these figures have shown
improvements over the previous year,
where satisfaction was 83 per cent, with the
likelihood of continued online shopping at
72 per cent.
South Africans who shop online also feel
that making purchases on the Internet is
more convenient, user-friendly and easier
than walking into a store or ordering from a
catalogue or via a call centre.
“Those who shop online are largely

“Online shoppers
prefer to plan and research
their online purchases
in advance”

satisfied with their experiences, with
just over half of South Africa’s Internetconnected population logging on to shop
online,” says Dougie Henderson, vicepresident product delivery, MasterCard
Worldwide in the Middle East & Africa.
The survey showed that more people
are making use of broadband access
technologies. ADSL usage has increased

from 55 to 60 per cent, while 3G/HSDPA
usage increased from 49 to 63 per cent.
Conversely, the number of users who
said that they utilise dial-up dropped
substantially from 16 per cent in 2009 to
just six per cent in 2010.
Interestingly, respondents who said
they use their mobile phones to access
the Internet has shown significant growth,
climbing from 13 per cent in 2009 to 39 per
cent in 2010 – which is the highest score
for mobile phone Internet usage across the
APMEA region.
This corresponds with extensive changes
and upgrades that have been apparent
in the South African mobile broadband
market throughout much of 2009 and 2010,
including increased price competition
between the cellular operators, vastly
upgraded networks and the growth in
smart phones as a handset category.
This is according to a research study
released by World Wide Worx, which
revealed that three quarters of South
African companies have deployed smart
phones within their organisations,
compared to almost none two years ago.
That said, MasterCard survey found that
just 11 per cent of online shoppers actually
page 33 X

Newsline

Local textile company buys out American operator
Cape Town-Based sewing thread
manufacturer ACA Threads has acquired
its main competitor A&E, the South African
subsidiary of US company American &
Efird.
The deal will see the 55 staff members
from A&E’s Epping premises incorporated
into the 86 staff at ACA Threads’
Brackenfell factory during the course of
2011. The combined turnover of the two
companies is around R70 million per year.
Thanks to its 40-year association with
German company Amann Group, ACA
Threads has been a pioneer in many fields
of its manufacture, with the introduction
of the latest and most advanced
technologies.
The company has signed a licence
agreement with A&E International and will
combine the two technologies and brands
to service its Southern African client base
that includes Bravo Group, Vitafoam,
Coricraft, Seardel, Jonssons Workwear,
Jockey, Peter Blond, House of Monatic,

Eckhard Marshing – growing the local
textile supply base.
Reebok, Bata, Jordan, Watson Shoes,
Toyota and Palm Footwear Group.
ACA Threads CEO Eckhard Marshing
says the deal will ensure a world-class
supply base to satisfy existing and
growing needs of retail for strong local

manufacturing businesses.
"There is an increasing trend to
look inside of South Africa and its
neighbouring countries, as the Chinese
are starting to retain their goods for their
own use, and import prices and logistical
challenges attached to importing increase.
“South Africa is realising that we need
a solid local supply base, and government
is supporting the process through its
production incentive programmes."
Founded by Marshing's father
Herbert in 1953, ACA Threads has
always maintained a policy investment
in South Africa throughout its years of
development. "Fifty years ago we were
just starting out, now we are moving into
a leadership role in the marketplace,” says
Marshing.
“This deal will give us the critical mass
to afford continued investments into
technology, logistics and people and a
long-term positioning for Africa's role in
textile manufacturing."

Retail sales show consumers are fitter
Retail sales rose 5.2 per cent last year
and 8.3 per cent in December, up from
a revised eight percent in November,
signalling that consumers are in far
better shape.
But whether the retail sector will
continue to benefit from such strong
demand this year will depend on further
significant gains in employment and
to what extent hikes in electricity, fuel
prices and toll fees cut into disposable
income.
Brait economist Colen Garrow says
that with high levels of household debt,
consumers are still a bit shaky and this
could become more apparent when
the interest cycle tightens, which he is
expecting in the fourth quarter.
In February Statistics SA reported that
in real terms retail sales rose 5.2 per cent
last year after contracting 3.6 per cent

the year before.
In December, traditionally the best
month for retailers as consumers spend
year-end bonuses on treats and gifts
for family over the festive season, in real
terms retail sales showed a healthy 8.3
per cent year-on-year increase from a
revised eight percent in November.
The gain in December was driven by
a 25.9 per cent year-on-year increase
in sales at retailers of pharmaceuticals,
medical goods, cosmetics and toiletries,
a sector in which retailers Clicks and
unlisted DisChem dominate.
Clicks reported in January that it
increased sales by 16.8 per cent off a
high base in the 18 weeks to 2 January.
The brand continued to gain market
share in its core merchandise categories.
Stats SA’s data also showed that
retailers of furniture, appliances and

equipment performed well in December,
with sales rising 11.5 per cent.
JD Group, which owns Morkels, Joshua
Doore and Bradlows, said recently
that in the four months to 15 January
merchandise sales at its furniture retail
division rose by 20.4 per cent. Over
the festive season merchandise sales
increased by 25.2 per cent.
Nedbank economist Johannes Khosa
says Stats SA data shows that consumer
spending is gathering momentum, but
the growth rate is exaggerated by the
low base in 2009. He says households
are still reluctant to use credit. The still
hesitant economic recovery is likely to
keep interest rates at current low levels
until early next year, despite mounting
inflationary pressure from rising food and
fuel prices.
Source: Business Report
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EOH Gallium declared HP's 2010 software partner for SA

EOH Gallium, a certified HP platinum
partner and a division of EOH Global
Application Solutions (GAS), has been
named as the 2010 EMEA HP Software
Partner of the Year for South Africa at the
recent HP Software Universe 2010 event
hosted in Barcelona, Spain.
“It is a tremendous accolade for EOH
Gallium,” says managing director Haydn
Pinnell.
EOH Gallium specialises in
performance management, quality
and security testing, and is able to
deliver integrated IT management
capabilities that span project and
portfolio management, application
lifecycle management and IT service

management through HP's powerful
portfolio of BTO software.
HP Software South Africa has
progressively grown its business over the
last few years, says HP software country
manager: South Africa Praveen Govender.
“This has been achieved to a large
extent due to our strategic partnership
with EOH Gallium, which has made a
significant investment in the relevant
skills required to deliver business value
through our portfolio of IT management.
"This commitment from EOH Gallium
has earned them the partner of the year
award for 2010 and we look forward to
strengthening our relationship and to
jointly provide better business outcomes

for our customers."
EOH Gallium received the award for
generating the highest revenue and
degree of customer satisfaction in South
Africa.
“EOH Gallium and HP are committed
to providing leading insights, and the
successful launch of user group forums
last year allows both parties to share
the latest information on products,
technology and services,” says Pinnell.
“HP's world-class selection of BTO
products provides the tools that
offer an integrated IT management
solution which delivers credibility and
competency, both of which are key to
demonstrating value to a business."

Elo, Epson – a new initiative for Tactile Technologies
Tactile Technologies, sole distributor of
Elo TouchSystems in sub-Saharan Africa,
has inked a partnership with Epson South
Africa to offer point of sale (POS) solutions
to the South African hospitality, kiosk and
retail industries.
With retail and wholesale spending
up to 9.5 per cent over the December
2010 period, retailers and the hospitality
industry are seeing no shortage of
motivation to grow and improve their
businesses as the year begins to kick into
high gear. This is according to Tactile
Technologies managing director Mauro
Mercuri, who says the local market is
changing rapidly and presents many
opportunities for the partnership.
“While retailers and the hospitality
industry continuously look to improve
on their efficiencies and provide the best
possible experience for their employees
and customers, the issue of cost
containment is by far the biggest driver of
change.
“We are in the business of providing
technologies that improve experience and
efficiency, which is why our route to the
local POS market is primarily via leading
technology companies that are well
established in the industry.
“This is why it is important for us not
8
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Mauro Mercuri – "many opportunities for
the partnership."
only to provide great technologies to this
vibrant and rapidly growing industry, but
also solutions that are relevant to local
businesses, particularly those utilising
dated or legacy products that are in dire
need of replacement,” Mercuri says.
Tactile Technologies has partnered with
some of the top touch technology brands
in the world to deliver a comprehensive
solution that is specifically designed for
the demanding and high-paced world
of the POS industry, and adding Epson

as a reliable printer brand rounds off the
company’s overall solution offerings.
“We also have several projects in
gaming, banking, retail and other selfservice areas where Epson kiosk printers
will complement our Elo touch screen
range," Mercuri continues.
“Epson’s legendary reliability and valuefor-money made its POS printers a logical
choice for us when we were looking for
a POS printing partner for our business.
We look forward to a mutually beneficial
relationship with Epson over the coming
months and years."
Epson Southern Africa general manager
Kelvin Reynolds says that it is Epson’s
mission to constantly improve on its
specialised value-added channel.
“We identified the need to appoint
value-added resellers and partners that
can deliver the highest possible service
standards in various specialist industry
sectors. Tactile Technologies’ appointment
as a reseller of Epson POS products was a
natural fit for us as a strong player in the
local POS market.
“With Tactile Technologies’ solid
reputation and portfolio of reputable
products, we are confident that our
partnership with will yield favourable
results for both companies."

Newsline

Competition Commission
recommends approval of
Walmart transaction
Massmart and Walmart have been notified that the
Competition Commission has concluded its investigation
and has referred Walmart’s proposed acquisition of 51 per
cent of Massmart’s equity to the Competition Tribunal with a
recommendation that the transaction be approved without
conditions.
The next step in the approval process is the Competition
Tribunal hearing, followed by its ruling on the transaction.
Commenting on the anticipated timing of a ruling by the
Tribunal, Massmart CEO Grant Pattison says: “It is difficult
to predict exact timing as this is largely dependent on the
availability of suitable dates on the Tribunal’s roll.”
Pattison adds that Massmart is engaged in ongoing
discussions with SACCAWU (South African Commercial,
Catering and Allied Workers' Union) as part of its effort to
respond to the union’s concerns related to the transaction.
Unions representing manufacturing industries and
retail employees want to specify guaranteed levels of local
procurement. Pattison responded to concerns raised by
Economic Development Minister Ebrahim Patel over loss
of jobs and local procurement. The likelihood of any such
procurement condition being imposed declined with the
commission's recommendation that the deal be approved
unconditionally. The commission found there was no
evidence of harm to local producers to warrant any conditions
being set.
Walmart International CEO Doug McMillon says: "While the
remaining conditions to this transaction must be approved
and accepted, specifically the deliberation and decision by the
Competition Tribunal, we are delighted that the Commission
has recognised the inherent benefits in this proposed
transaction for South African consumers, suppliers, associates/
employees and all other stakeholders.
"We now look forward to constructive participation within
the tribunal process to enable a final decision to be made.”
The SA Clothing and Textile Workers' Union (Sactwu) says
it is "deeply disappointed" at the Competition Commission's
recommendation. "We have made submissions to the
commission, suggesting that the merger be prohibited, as
it cannot be justified on public interest grounds and would
give rise to a substantial lessening of competition. We are
disappointed that our cautions appear not to have been
accepted by the commission."
In its submission to the commission, Sactwu say it has
provided international examples of Walmart's past practices
and business methodologies to show that, if the merger
is approved, it will reduce competition in the retail and
manufacturing sectors, cause retrenchments and factory
closures at Massmart's South African suppliers and its
competitors' suppliers, and negatively affect broad-based
black economic empowerment (B-BBEE).
10
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Credit providers cannot terminate debt review process

In a victory for consumers, a full bench in
the Western Cape High Court has ruled
that credit providers cannot terminate
the debt review process if a consumer’s
application for debt re-arrangement has
been lodged with a magistrate court by a
debt counsellor within 60 days of receiving
it.
The case involves motor vehicle
financier Wesbank, which argued that
it was entitled to terminate the debt
review process of customer Deon Papier
because 60 days had lapsed from the
day he approached a debt counsellor to
restructure his debt. This despite the debt
counsellor having lodged an application
for debt review before a magistrate’s court
and Papier making regular payments to his
creditors under a debt restructuring plan.
“This is a ground-breaking judgment
as there had been a number of
conflicting judgments about exactly
when credit providers could terminate
the debt review process and take legal
action against borrowers,” says Adv Jan
Augustyn, manager of investigations
and enforcement at the National Credit
Regulator (NCR), which acted as Amicus
Curiae in the case.
Under the National Credit Act (NCA)
consumers’ assets are protected from

credit providers during the debt review
process. A magistrate’s court must decide
whether the debt restructuring plan is
realistic and if credit providers are likely to
receive their money back over the longer
term.
However, credit providers were
increasingly approaching the High Court
to obtain judgment against consumers
before the magistrate’s court heard the
debt review application. “They were
putting an end to the debt review process
even where the consumer and debt
counsellor had taken all necessary steps
to follow the law,” says Augustyn. “This was
putting the debt review process at risk.”
The High Court ruled that the objective
of the NCA was to provide protection and
assistance to over-indebted consumers
in an environment that encouraged both
borrower and lender to participate in
good faith. In its judgment, the High Court
states that “to allow a credit provider to
unilaterally terminate the consumer’s
protection at the precise moment when
he or she may need it the most can only
be construed as absurd. It would be like
providing the consumer with an umbrella
and then snatching it back the moment it
starts raining.”
Augustyn explains that once the

application for debt re-arrangement is
launched it becomes a judicial process
and the consumer shouldn’t be prejudiced
– even if it takes a number of months
for the matter to be heard. The High
Court says a typical debt review takes
longer than 60 business days, often much
longer, before it results in an order by the
magistrate’s court.
NCR senior manager: education and
strategy Peter Setou points out that a
task team set up by the NCR to reduce
the backlog of unresolved cases under
debt review found that severe capacity
constraints in the court system have
resulted in less than ten per cent of the
monthly case volume being dealt with by
the courts.
“Better co-operation between industry
players is needed to reduce the number
of debt review cases clogging up the
court system,” says Setou. “The premature
enforcement of credit agreements in the
High Courts also drives up the costs of
litigation at the expense of those least able
to afford it.”
Setou says credit providers need to act
in the spirit of the law if the intention of
the NCA to get over-indebted consumers
back on their feet and into the economy is
to be met.

Unilever sweeps the board at Product of the Year awards
For the third consecutive year Unilever
has made an impact at the Product of
the Year Awards, this year scooping 12
trophies at the awards ceremony held
in February 2011. Product of the Year
awards are based on the results of faceto-face research undertaken with 5 000
consumers in South Africa.
Included among Unilever's winning
products are Sunlight Paradise Sensation
2 in 1 auto washing powder and Surf
Superblue 2kg pack handwashing
powder. Unilever SA public affairs
manager Ethne Whitley says, “Unilever
is very proud once again to have swept

the board at the awards ceremony. With
no fewer than 12 awards coming our
way, we’re delighted to be top of mind
among consumers with so many of our
brands.
“Nielsen research interviews 5 000
consumers about a shortlist of products
in various categories, and in the sectors
of homecare, personal care and foods,
Unilever products has emerged as
favourites.”
Whitley adds, “Two billion times a day
somebody, somewhere in the world uses
a Unilever product. Our brands make
small but important differences to the

quality of people’s everyday lives. Our
vision is to continually offer products
and brands that exceed consumer
expectations while reducing our
environmental footprint.
“Unilever is one of the largest
consumer goods companies in the
world. For over 100 years our brands
have been a part of the South African
home. Due to the strong consumer
insight that it has into its consumers
needs and habits, the company has
taken on the global target of doubling
its business while maintaining the same
carbon footprint that it has now.”
Home Goods Retailer – March 2011
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Newsline International

Africa's engagement with China, India reshapes global economy
Africa's engagement with China, India and
other Asian economies is a new megatrend
that will reshape the global economy
for years and decades to come, as Africa
gradually moves away from the West and
heads towards high-growth economies
of the East, according to a recent report
released by MasterCard Worldwide Insights.
But, while the engagement has been
described by some observers as an
'exploitative one-way exercise' mainly
benefiting Asia, the MasterCard report
refutes this argument, pointing that this
new coupling is not simply about Asia
securing mineral resources from Africa,
but also about Asia off-shoring the lower
added-value product into Africa.
New consumer markets
It is also about tapping into the new
consumer markets of that vast region, the
report says, adding that the engagement
is expected to lift Africa's growth trajectory
significantly for the foreseeable future.
The MasterCard Worldwide Insights
specifically emphasises the current and
potential impacts of the expanding trade
and investment relationships with the
'Africa 10', a group of ten front-runner
countries in sub-Saharan Africa identified
as the nations that will lead Africa's
transformation in the 21st century. It
is made up of Angola, Ghana, Kenya,

Mauritius, Mozambique, Nigeria, Zambia,
Tanzania, Zimbabwe and South Africa.
The report says that China's expanding
trade with Africa has seen an increase from
US$6.5 billion in bilateral trade in 1999 to
over US$106 billion in 2008.
India, Africa relationship grows
India's engagement with Africa took a
significant turn after a recent India-Africa
summit brought together 318 Indian
delegates and 483 African delegates, who
discussed 193 projects valued at US$17.2
billion.
One example of such a country is
Angola, Africa's biggest oil producer.
The report, which reveals that China's
bilateral trade with Angola was only a
few million US dollars a decade ago but
reached US$400 million in 2006 and
US$1.8 billion in 2008, says Angola's
imports from China include mostly items
related to infrastructure development and
construction.
Angola's imports from India, which
have increased sharply since 2006,
comprise items such as meat, drugs
and pharmaceuticals, dairy products,
machinery and instruments, cotton yarn
and fabrics. As expected, crude oil is the
main export commodity of Angola to India,
representing 98.2 per cent of all exports in
2008.

China-Africa relationship critisised by
West
However, while India's engagement with
Africa has been cautiously welcomed,
China's 'aggressive plundering' of Africa's
resources - as some put it - continues
to be vehemently criticised, mostly by
western governments, which attach some
conditions to its aid to discourage Africa's
dictatorial regimes.
Communist China, whose economy
is set to grow by almost ten per cent in
2011, is ruled by a repressive government
that restricts freedom of expression and
media and religious liberties, and bans
multipartism.
Human rights groups also accuse China
of propping up Africa's tyrannical regimes
by providing them with arms, political
advice and strategies and big money,
which is used to prosecute those regimes'
political opponents and critics who mostly
oppose China's 'immoral' engagement with
their countries.
But despite the intense criticism, the
report says Africa's new coupling with Asia
can be expected to have a far-reaching
global impact over time. "As Africa
resources become more developed and
efficient, and with better infrastructure to
ship the products to the global market, the
supply side of commodities will be steadily
expanded," the report states.

Steinhoff reaches agreement with PPR SA
Steinhoff has reached an agreement with
PPR to acquire at least 8 367 629 shares in
Conforama, a leading European retailer of
furniture and household goods for a cash
consideration of EUR1 207 million. The
shares constitute 99.98 per cent of the
entire issued share capital of Conforama.
Commenting on the rationale behind
the transaction, the company says,
"Through the acquisition of Homestyle
in June 2005 and European Retail
Management in continental Europe, our
retail offering is well represented in the
UK and Germanic countries, but we have
no direct retail presence in France, the
fourth largest furniture market in Europe,
12
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where Steinhoff currently only operates
as a supplier.
"The integrated business model
provides the group with a competitive
supply advantage, particularly in the
mass-market consumer segments.
"Conforama will give Steinhoff
immediate access and scale in the EUR9.3
billion (FY 2009) French furniture retailing
market."
Conforama's presence in continental
Europe (particularly in Switzerland,
Portugal, Spain, Italy and Croatia) will
be highly complementary to Steinhoff's
existing retail geographic footprint, and
established supply chain globally, the

company continues.
Additionally, Steinhoff's core retail
expertise resides in its premium
value- orientated proposition similar
to that of Conforama and as such the
combined business will benefit from
the complementary product offering,
customer profile, marketing efforts and
supply chain expertise.
The increased scale inherent in the
enlarged business will result in cost
savings and increased knowledge and
leverage.
The transaction will result in
Conforama becoming a subsidiary
company of Steinhoff.

Newsline International

Appliances manufac turers hike pr

Appliance makers Whirlpool and
Electrolux are raising prices to pass
soaring raw material costs on to
customers, but their attempts may
not pass muster with bargain-hungry
shoppers.
Both companies reported quarterly
profits that fell short of estimates as they
grapple with tepid demand in major
markets like the US and Europe.
Many analysts question the timing of
the move, especially since consumers in
the developed world continue to look
for incentives to buy expensive goods
like appliances.
“They can call out price increases,
which is what I expected to hear from
them given the increase in (prices of )
steel, but whether those price increases
stick is another thing altogether,” says
Wall Street Strategies analyst Brian Sozzi,
citing failed attempts by Whirlpool to
raise prices early last year.
Some also worry that the price
increases will erode Whirlpool's market
share, especially since some Korean
rivals are sticking with existing price

ices

tags.
Korean manufacturers LG Electronics
and Samsung have not announced
increases and appear to be planning to
hold existing prices, Longbow Research
analyst David MacGregor says i.
Still, Whirlpool's chief executive Jeff
Fettig insists it is not “economically
feasible” for Whirlpool to remain
indefinitely in the promotional mindset
it adopted for the holiday season and
last year in general.
Whirlpool sees raw materials costs
for this year rising $250 million to
$300 million.
“For 2011, we expect positive
but uneven demand levels around
the world,” Fettig says, adding that
the company still hopes to expand
operating margins in the year
through price increases and boosts in
productivity.
Whirlpool has shut plants, cut jobs
and moved some manufacturing to
lower cost centres like Mexico. It has
also started using common parts across
its lineup of dishwashers, refrigerators

and washing machines.
Net earnings at the maker of Maytag
and KitchenAid appliances rose to
$171 million in the fourth quarter, from
$95 million a year earlier.
Sales rose four per cent to $5 billion,
above analysts' average estimate of
$4.8 billion.
Sweden's Electrolux also missed
earnings forecasts and further
disappointed investors by not returning
money to shareholders via a hoped-for
special dividend. The cash-rich company
instead extended its share buyback
programme. Its shares sank 7.8 per cent.
“It is a bit disappointing there is no
extra dividend,” says DnB NOR analyst
Ole-Andreas Krohn.
Adding more pain, Electrolux says
it has put plans to buy Egypt-based
appliance maker Olympic Group on hold
due to unrest there.
Nevertheless the company expects
demand for appliances in North
America and Europe to continue to
grow modestly in 2011 with most of the
growth in the second half of the year.

Sony profit falls on strong yen
Tokyo-based Sony's quarterly profit
dropped 8.6 per cent as a strong yen and
falling TV prices erased the boost the
Japanese electronics and entertainment
company received from its hit movie The
Social Network.
Sony says it earned 72.33 billion yen
($886.4 million) in profit for the OctoberDecember quarter, down from 79.17
billion yen the year before. Quarterly sales
fell 1.4 per cent to 2.206 trillion yen ($27
billion).
Sony in recent years has lost much
of its luster - once symbolised in its
Walkman portable music player that
pioneered personal music-on-the-go
in the 1980s, catapulting the Japanese
company into a household name around

the world.
Nowadays it is struggling against
flashier and more efficient rivals,
including Apple Inc. of the US with its
iPhone, iPod and iPad machines, as well
as South Korea's Samsung Electronics,
from which Sony purchases liquid crystal
displays, a key component in flat panel
TVs.
Sony, which makes the Vaio personal
computer and PlayStation 3 video game
console, stuck to its forecast for a profit of
70 billion yen ($857.8 million) in the year
through March 2011. This would mark a
reversal from the red ink racked up a year
earlier.
But the company lowered its
annual sales forecast to 7.2 trillion yen

($88.2 billion) from the 7.4 trillion yen
($90.7 billion) projected in October. That
would be flat compared to the previous
year ended March 2010.
Punishing its bottomline for the third
quarter was the strong yen, which hurts
Japanese exporters like Sony by pushing
down the value of overseas earnings. The
dollar now trades at about 83 yen, down
from 89 yen a year ago.
Sony's flat panel TV sales were up
in unit numbers but lower prices hurt
profits, the company says. On the positive
side are strong sales of Blu-ray disc
recorders and the box office performance
of “The Social Network,” a David Fincherdirected film based on the story of
Facebook founder Mark Zuckerberg.
Home Goods Retailer – March 2011
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Paul Hobden

A fresh face at Philips
In the proud 80-year legacy that Philips boasts in South
Africa, the company has forged strong bonds with both
retailers and consumers, a quality which immediately
struck recently appointed consumer lifestyle general
manager Paul Hobden. By further strengthening these
relationships, Hobden plans to generate market growth for
the brand through a combination of exciting new product
introductions and in-store excellence.
“The Philips brand is still primarily associated
with traditional consumer electronic product
offerings, and while these categories are
still important to Philips, there is a shift
towards lifestyle solutions, with a specific
focus on people’s health and wellbeing,” says
Hobden. “This is underpinned by the range
of products recently launched, such as the
SensoTouch shaver range, and many others
planned for 2011.
“All our products incorporate the
brand promise of sense and simplicity,” he
continues. “This promise not only applies
to consumers, but also to our retailers
– we want to be a brand that is easy to do
business with.”
A growth rate of two per cent above
GDP is the overall target set for Philips, but
Hobden believes that a significantly higher
figure can be achieved in South Africa,
owing to the “huge scope for organic growth
in the categories in which we operate, as
well as numerous opportunities to expand
into new market spaces”.
He admits, however, that it will take a
lot of work and dedication to meet the
growth aspirations. “Much of our success
will depend on the quality of our portfolio
choices, and the associated excellence of
our in-store communication.”
“Additionally, South Africa presents its
own unique challenges and we have to
make sure that we have the right solutions
for this country – and there is genuine desire
and intent from Philips to make this happen.”
Leadership credentials
Attracted to marketing since his days at
Bournemouth University in the UK, Hobden’s
14
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career has been on an upward trajectory
since he assumed his first position of
national account executive at power tool
firm Black & Decker in 1994.
In 2002 he joined Philips and, having
worked his way up through the company's
ranks, Hobden’s leadership philosophy is
firmly set in the principle that one has to
lead by example.
“I believe in setting a clear agenda and
placing trust in my team to perform their
tasks in line with set objectives,” he explains.
“Focusing on how we conduct ourselves
is just as significant as the results we deliver,"
he adds.

“We want to be
a brand that's
easy to do business with”
Hobden has occupied a variety of roles
during the eight years he has worked at
Philips, the last being marketing director for
consumer lifestyle in the UK.
A South African adventure
“When I was offered the opportunity to
come to South Africa I grabbed it,” he relates.
“Everyone I know who comes to South Africa
falls in love with the place, so I wanted to
see for myself what makes this country so
appealing.
“Living in Johannesburg is a different
experience to living in London,” he
continues, “the quality of life, climate, variety
of things to do and places to go across the

Paul Hobden – charting a new
course for Philips South Africa.

country has made my stay so far a thrilling
adventure and I’m loving every minute of it.”
On a professional level, Hobden was
drawn by the opportunity to shape and lead
a new team in South Africa, and says his
first impressions of the staff at Philips were
nothing short of inspirational.
“The warm reception I received from
the team is truly reflective of the rest of
the country. Their ambition, hunger and
desire are unequalled, and the quality
of relationships they have developed
with customers and business partners is
exceptional; indeed, unlike anything I’ve
encountered in the UK.”
Hobden’s resolve not to force his own
preconceived ideas on the local market
is refreshing. “While certain aspects of my
experience at Philips UK are transferrable
I’m eager to learn from South Africans, as I
believe it’s essential to acquire an in-depth
understanding of the marketplace before
determining what, if anything, needs to be
transferred. One of the first lessons I learned
in this country is the importance of building
personal relationships – trusting the person
behind the brand is equally important as
trusting the brand itself.”
“I am also conscious of leveraging my
Philips network to assist South Africa,”
Hobden adds. “I am fortunate to have access
to a good network of stakeholders across
Philips which can be used to drive growth
opportunities in South Africa.”
In a market just starting to show signs of
economic recovery, achieving the growth
ambitions for the Philips brand will not be
without its challenges, but Paul Hobden is
certainly up for them.

Cooking Appliances

Global household cooking appliances
market to reach 185.3m units by 2015 – GIA
Low market penetration
levels, rapid
industrialisation and
increasing disposable
incomes are expected
to offer immense
growth opportunities
in developing countries
for the global household
cooking appliances
market, which is
forecast to reach 185.3
million units by the
year 2015, according
to a report by Global
Industry Analysts.
16
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The household cooking appliances
market represents a well entrenched and
a relatively mature segment of the larger
white goods industry, the GIA report
states. Worldwide demand is expected
to gain tremendously from the aboveaverage growth in urban population of
Asia/Pacific region, particularly China and
India.
China, a large producer and consumer
of household appliances, gained
significantly from the favorable exchange
rates and inexpensive labour pool,
resulting in competitive pricing of Chinese
goods in the international market.
Growing per capita income and healthy
gains in the volume of households is
expected to spur above-average growth in
Latin America and Africa/Mideast regions.
North America will continue to remain
a major producer, driven by its technical

proficiency, despite the fact that overall
production of appliances are increasingly
shifting to Eastern Europe and Asia.
Robust economic growth, rising
GDP, standards of living, and disposable
incomes are helping to drive sales in
developing markets.
Today, a wide and confusing array of
cooking appliances is available in the
market, with options ranging from popout grills, fancy cooktops, separate ovens,
combination ovens, to slow-cook crockpots,
bread ovens, and high-tech toaster ovens.
Growth in the market is led primarily by
replacement sales. Market opportunities
typically move in sync with economic
factors such as level of disposable incomes,
employment, standard of living, interest
rates on home loans, mortgages, new
page 20 X

Cooking up a storm with Defy

Defy 770 Touch Control Hob

Defy Standard Cookerhoods
Defy 600MGE Slimline Oven

FREE STANDING STOVES
Defy, South Africa’s market leaders in cooking offers the
most comprehensive range of free-standing electric,
gas and gas/electric stoves.
Product options include:
• Thermofan multifunction and static ovens, with
warmer drawer options, as well as gas ovens.
• Superior Ceran cooking surfaces provide easy-toclean functionality and aesthetic appeal. Solid
plate, spiral plate and gas burner options meet all
needs in the market.
• The unique 700 and 800 series stoves offer electronic
timer controls, extra space for cooking and baking
convenience and Thermofan multifunction versatility.
• The newly launched 631T offers a Thermofan multifunction oven and warmer drawer.

•
•
•

•

The 500 and 600 series offer three plate plug-ins and
four-plate cable options with utility drawers in a
range of finishes.
The four and six-burner gas stoves with glass lid and
storage compartment.
The two gas / electric stoves with options of a fiveburner or four-burner/2 solid plates, come with an
electric multifunction oven in stainless steel finish and
full glass oven door with a matching splashback.
All Defy products carry a standard two-year guarantee.

GEMINI AND SLIMLINE BUILT-IN COOKING
Defy’s exciting range of Gemini and Slimline built-in
products has something to offer even the most discerning buyer, with particular emphasis on energy saving
cooking with the wide range of gas and induction hobs.

All Defy products carry
a standard two-year
guarantee.

Defy 154 Five Burner Gas Stove

Defy 631T Black Stove

Unique features in the range include:
• The exclusive 700mm – wide Gemini range with extra space for cooking and baking convenience.
• Newly launched, with the latest in European styling and “A” Energy rating, the centralized electronic timer/clock, 38% extra oven capacity, and
an additional topend model to the range being the
600MGE in a mirror glass finish, will ensure the Slimline range retains its position as South Africa’s most
popular built-in oven range.
• All Defy ovens have easy-to-clean enamel interiors
for effortless maintenance.
• Recently launched the slick cosmetics of the Ceran
electronic touch control hobs with exceptional feature options, including a dual zone on the 770mm
model.
• Gas hobs with advanced integrated ignition and

•
•

For more information visit
www.defy.co.za

safety cut-off facilities.
The Premium range of stylish ultra-modern cookerhoods in stainless steel and glass finishes with convenient push button controls.
Newly launched the stylish Gemini and Slimline
cookerhoods in a stainless steel or black finish.

THE COMPREHENSIVE DEFY BUILT-IN RANGE OFFERS
• Undercounter and eye-level options
• Thermofan, multifunction and static ovens
• Single and double oven and warmer drawer configurations
• Stainless steel, aluminium, mirror glass and black
cosmetics
• Solid plate, Ceran, touch control and gas options
• Standard, conical, chimney and premium cookerhoods

Cooking Appliances

Product innovation to
drive consumer enthusiasm
W
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housing construction, and the general level
of consumer confidence. A large chunk of
market opportunities also stems from new
construction activities.
Given the blistering pace of modern
lifestyles, easy-to-cook appliances which
offer hassle-free maintenance are expected
to score huge gains in the marketplace.
Efficient energy usage, reduced noise
level, automatic controls, consumer safety,
cooking flexibility and varied colours,
styles and designs are all major product
attributes for augmenting sales in developed
countries.
GIA says the global market for household
cooking appliances is expected to be driven
in future largely by new and innovative,
value-added features and functionalities.
Continuous product innovation is expected
to be crucial in keeping consumer
enthusiasm alive, especially in developed
markets where quality innovations help
generate replacement sales. The growing
popularity of outdoor kitchens is expected
to translate into increased market
opportunities for outdoor grills, hobs and
ranges.
The widespread acceptance of the lowcarbohydrate and high protein Atkins diet is
leading to a spurt in meat consumption, and
the meat-heavy diet of consumers is spelling
out attractive business opportunities for
barbecue grills. Health-conscious eating
habits are creating a strong demand for
health grills, which help reduce fat content
in food being cooked.
Energy efficiency in demand
Rising energy prices are leading to
increased demand for energy-efficient
cooking appliances. Benefiting from the
trend are induction hobs and cookers,
which are expected to score maximum
gains in the marketplace in the upcoming
years.
Low market penetration of microwave
ovens in developing countries offers
lucrative potential for future growth in sales.
The frenzied pace of modern lifestyles is
expected to play a large role in popularising
20
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the convenience, faster and ease of cooking
benefits offered by microwave ovens.
Outlook
The impact of the 2008-09 recession
on household cooking appliances was
obvious, with consumers cutting down
expenditure on new cooking appliances
during times of limited finances. The
negative impact on the market was far
more apparent in 2009, when the steady

“Low market penetration
of microwave ovens in
developing countries offers
lucrative potential for
future growth in sales. ”
growth rate sustained until 2008 came
to a standstill and the industry was
forced to register negative growth rate
during the year. The heaviest brunt was
borne by the mature, developed markets
of North America and Europe. Rapidly
developing economies such as Asia-Pacific

and Latin America, on the other hand,
pulled through with marginal losses and
managed to sustain overall pace.
The global market managed to regain
posture to a some extent and break away
from the slump of 2008-09 by registering a
positive growth rate. However, the market
is not likely to witness its pre-crisis level
growth rates anywhere before 2013, mainly
because of the relatively slow turnaround
process for the developed markets offsetting
the fast growth in emerging nations.
Asia-Pacific, led by immense expansion
opportunities from China, India, South
Korea and Thailand, among other markets,
dominates the global market, the report
continues. The Asian market registered
strongest volume sales in 2009, followed by
other strong regional contenders such as
Europe and US.
The Asia-Pacific region, spurred by robust
growth and favourable government policies
and subsidies, is forecast to spearhead the
overall growth at a healthy five per cent
through 2015. Other developing regions,
including Latin America and Middle East/
Africa also show high propensity for growth
in the long-term.

The Bauer range

covers all segments
The Bauer range of cooking appliances covers all
segments, whether it be for a humble RDP home
with the 3 plate stove on a stand, student lodging
with the 3 plate stove in a cabinet, built in under
counter oven and hobs in black or stainless steel,
4 plate cable free standing stoves 500mm or
610mm wide which are available in white or black,
3 plate plug in stoves with oven, all the way up to
90cm stainless steel built in ovens with matching
77cm ceramic touch control hobs ideal for the most
upmarket home.
BUF700 - Buffer food warmer trolley
B116 - 610mm Wide stove
with storage drawer

The B116 and B126 are 610mm wide stoves complete
with glass control panels for long lasting good looks
and concealed oven elements for a huge saving on
electricity. Finished in long lasting vitreous enamel,
they have the ability to retain their good looks for an
extremely long period.
Bauer caters for the complete spectrum of gas
cooking as well, starting with the humble 4 burner
enamelled hob right through to the 5 burner
stainless steel with flame failure. The normal 4
burner gas stoves are also in the range and the
locally produced BG 114 which can bake, cook and
grill simultaneously, is also part of the range.

B126 - 610mm Wide stove
with warmer drawer

Bauer has 2 plate electric Domino hobs in black
enamel and stainless steel available for the market
and this has really become an optional extra in the
more upmarket homes.

MODS3 - 3 Plate stove on a stand

The BUFFET 700 food warmer is a sophisticated
addition for the home that does a lot of entertainment
and the Drop In warmer trays are sought after by
kitchen companies chasing the USP in kitchens.
Bauer also has the warmer tray with stainless steel
surround available.
MODT1 - 3 Plate stove in a cabinet
The pictures presented are only to inform the reader
of the broad spectrum of units available from
Bauer.

B336 - Undercounter oven
and hob

All units are serviced by Independent Appliance
Services nationally and Bauer has a sales team
which covers Southern Africa.

Product Showcase

All-in-one PC ideal for small businesses

The Lenovo ThinkCentre

The significant advantages of all-inone PCs make them an ideal choice
for SMEs, says Axis product manager
Darren Hengst. Lenovo’s latest all-inone offering, the ThinkCentre A70z
consolidates a traditional desktop with
a monitor in a sleek and sophisticated
design.
“The ThinkCentre A70z is designed
to enhance the user's productivity and
security of their business, saving space,
time, energy and initial investment
costs," says Hengst. “The superior
performance, leading security options,

latest technology, easy manageability,
eco-friendliness and affordability make
the ThinkCentre A70z All-In-One PC an
excellent solution for SMEs.”
“Data security is an ongoing concern
for all businesses and even more
prevalent today with the latest Wikileaks
scandal," he continues. "The ThinkCentre
A70z provides data security with online
backup and a Kensington lock for extra
physical security.”
Booting up in under 35 seconds, the
ThinkCentre A70z's unique easy-access
design makes accessing, servicing and
upgrading the hard disk and memory
uncomplicated.
The ThinkCentre A70z All-In-One is
greener and eco-friendly with Energy
Star 5.0 compliance. Electricity savings

are increased with the 19-inch wide LCD
screen and Lenovo power manager.
This commercial desktop saves up to
70 per cent of desktop space with an
integrated LCD monitor and a CPU in a
single unit.
“With no cable clutter, wire-free design
and minimum space requirements this
ergonomically designed PC makes any
workspace elegant, neat and compact,”
concludes Hengst.
An assortment of accessories
accompanies the Lenovo ThinkCentre
A70z All-In-One, a wireless keyboard and
mouse come standard with optional
extras including a performance stand to
improve viewing comfort, a radial arm
to maximise desk space, and a portable
secure hard drive.

South Africans find online shopping convenient, user-friendly
W
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made purchases using their mobile phones
and only 13 per cent intend on doing so in
the next six months.
According to the survey, South African
online shoppers prefer to plan and research
their online purchases in advance, and
fewer people are making impulse purchases
online. The number of online impulse
shoppers dropped substantially from 22 to
just eight per cent.
The majority of those shopping online
(84 per cent) conduct research about their
purchases on the Internet before buying,
69 per cent use the merchant or company’s
website for their research and 57 per cent
speak to family or friends beforehand.
CDs and DVDs are still what South
Africa’s online shoppers seek out most
on the Web with 50 per cent citing so.
Closely following CDs and DVDs is the
purchase of books and art by 45 per cent
of respondents. Airline tickets saw a one
per cent decline to 43 per cent of online
purchases, while movie/concert tickets
shot past home appliances and electronics
to tie third place with 43 per cent. Home

appliances and electronics dropped a
substantial 14 per cent to just 29 per cent
of online purchases from last year’s level of
43 per cent.
When it comes to payment for online
purchases, credit cards are the most widely
preferred payment method online with just
under half of the respondents (48 per cent)
using this payment method. Paying using a
debit card (29 per cent) is the second most
preferred payment method.
According to 55 per cent of the
respondents not shopping online, the
number one reason was that they prefer
to shop in-store in order to look at the
physical product.
Encouragingly, fears about online safety
and security have decreased substantially,
dropping to second position from 63 per
cent in 2009 to 51 per cent in 2010, while
44 per cent of respondents reported not
having a credit card as their reason for not
shopping online.
Interestingly, there was a significant
jump from 24 to 41 per cent in the number
of respondents who cited “additional
administration and delivery charges” as
their reasons for not shopping online, while

there was also an increase in people who
said that they did not find anything online
that interested them.
South Africans who do shop online are
quick to offer advice on how online stores
can improve their current offerings, and
potentially attract new customers.
At the top of their list of
recommendations were:
• Continue to enhance payment security
and improve users’ confidence in online
transactions,
• Don’t charge additional service charges
on purchases and
• Make websites easier to use.
“Online shopping has come a long way
in South Africa. Access to the Internet is
becoming easier and more cost-effective,
the overall online shopping experience is
viewed positively and people are gaining
trust in online security,” Henderson notes.
“However, online retailers also need to be
cognisant of the concerns of and feedback
from their customers and continue to
improve their offerings to further enhance
the overall online shopping experience in
order to attract new customers and retain
existing ones.”
Home Goods Retailer – March 2011

23

Market Review

Technical consumer goods
GfK TEMAX is an index developed by GfK Retail and Technology to track the technical consumer goods markets.
The findings are based on surveys carried out on a regular basis by the retail panel of GfK Retail and Technol-ogy.
The retail panel comprises data from over 340,000 retail outlets worldwide. Since February 2009, GfK Retail and
Technology has also been compiling the GfK TEMAX® index at international level, in more than 30 countries. It is
the first index that includes all of the markets for technical consumer goods in different countries. All reports and
press releases are available at www.gfktemax.com.

2010 fourth quarter positive overall
The South African
technical consumer
goods market continued
its positive development
in the fourth quarter of
2010. After an overall
turnover increase of 0.8
per cent in 2009 versus
2008, Q1 of 2010 showed
an increase of 14.4 per
cent over Q1 of 2009. This
positive development
accelerated in Q2 of 2010,
which was 33.9 per cent
above that of 2009. The
third quarter of 2010
was 30.6 per cent above
2009's third quarter. This
positive trend continued
in Q4 of 2010, which was
10.6 per cent above 2009's
fourth quarter. The full
year of 2010 was 21.3 per
cent above the full year of
2009.

This very positive result was driven
by most of the segments, with
telecommunication and IT products
the top performers, followed by
small domestic appliances (SDA) and
photographic products. Consumer
Electronics (CE), major domestic
appliances (MDA), and office equipment
and consumables (OE) showed a minor
decrease versus the fourth quarter of
2009.
The overall market for electrical goods
monitored by GfK TEMAX amounted to
more than R10.5 billion in the fourth
quarter of 2010, which represents an
increase of 10.6 per cent from the same
period of the previous year.
Both telecoms and IT products
continued their very positive
development with 37.1 per cent and 16.4
per cent growth respectively in the fourth
quarter of 2010, compared to the same
quarter in 2009. SDAs were up by 16.4
per cent and photographic products by
1.1 per cent, while CE was down by -4.8
per cent, MDAs by -1.3 per cent and OE
declined by -3.4 per cent.
SDAs –steady fourth quarter
Coming off the back of an already positive
Q4 2009, the market for SDAs achieved
double digit growth in the final quarter
of 2010. Quarter-on-quarter category
developments did, however, show mixed
results with some categories driving
growth, while others held the category
back overall.
Year-to-date revenue for 2010 recorded

an 11.1 per cent growth over the 2009
calendar year. Strong performances were
seen in kettles, cacuum cleaners, toasters
and irons. These categories showed
double digit growth and outperformed
the SDA market overall.
Food preparation products, shavers and
hairdryers performed relatively weaker,
but still remain positive for the quarter
with moderate single digit growth.
MDAs – poor end to 2010
Results for the MDA category produced
disappointing results, with a single digit
decline recorded. While earlier quarters
indicated potential for steady positive
growth moving into the fourth quarter,
the Q4 2009 figures proved to be just
out of reach for the same period in 2010.
Annually, the South African market for
MDAs still saw a positive development
of 5.5 per cent for 2010 as a whole over
2009.
While the MDA market for the year
was positive, certain categories such as
dishwashers, cooking and tumble dryers
still held back the sector, with low single
digit growth recorded.
Relatively strong growth was noted
in the refrigeration and the washing
machine sector, which also represented
two of the largest contributors to the
revenue in the total MDA market.
Microwave ovens saw positive single
digit growth in revenue for 2010, but on a
unit basis grew strongly, mainly thanks to
price deflation through the reduction on
import taxes.

GfK tracks the sales of consumer durables through monthly retail audits done on model level. This audit is
carried out across all relevant channels of distribution. GfK currently tracks and reports on over 60 product
categories within the consumer electronics, domestic appliances, telecoms, IT, DIY and gaming markets.
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Market Review

Market forecast expectations remain
optimistic and encouraging, especially
if macro-economic conditions remain
relatively stable going onto 2011.
Should this be the case, essential home
appliances are likely to maintain sales
movements while luxury appliances may
possibly begin to fulfil potential figures
seen prior to 2009.
IT – notebooks remain the main
growth driver
The IT sector, with retail sales of more
than R0.9 billion in the fourth quarter of
2010, was up 16.4 per cent in comparison
to the same period last year. With a share
of more than 80 per cent of the total IT
sales in retail, notebooks recorded more
than 30 per cent growth in turnover,
while monitor sales were up by only two
per cent in comparison to the fourth
quarter of 2009.
Desktop PC’s declined by -17 per
cent in turnover. The strong growth
of notebooks is no longer only driven
by a trend towards netbooks. While in
comparison to the fourth quarter of 2009
netbook sales increased by more than 30
per cent, it seems that many consumers
now rather opt for offerings of very
affordable notebooks, which are available
even below the R3 000 mark. With growth
of close to 20 per cent in comparison
to 2009, the full year of 2010 was very
successful for IT products in retail.
CE – slight decline despite growing
sales of flat panel TV
In the fourth quarter of 2010, the market
for consumer electronics generated more
than R2.5 billion in sales, down by -4.8 per
cent in comparison to the fourth quarter
of 2009. The main driver continued to be
LCD TVs, which account for almost 40 per
cent of the total CE market.
Sales of LCD TVs were about eight per
cent above 2009’s level, with Full-HD
panels a key catalyst in this segment.
More affordable prices were supporting
the market throughout the year.
The new feature 3D TV is expected
to give the market a further push. The
market for Hifi-products such as home
cinema systems, micro, mini and midi
systems, as well as DVD players and
recorders was stable in comparison to
2009’s fourth quarter. Blu-Ray players saw

double digit growth with many models
now being available for less than R1 000.
The markets for portable media
players, portable navigation devices and
camcorders continued on a downward
trend.
After a very positive start into 2010 the
South African market for CE was slightly
disappointing in the fourth quarter.
Nevertheless the year overall was still very
positive, with double digit growth versus
2009.
OE – decreasing demand
The OE sector continued to endure a
negative development in the fourth
quarter of 2010. Reaching sales of
R280 million, turnover was down by
-3.4 per cent in comparison to the same
quarter of 2009. Sales in the full year of
2010 were -4.4 per cent below 2009’s
level.

“While the MDA market
for 2010 was positive,
certain categories such as
dishwashers, cooking and
tumble dryers still held
back the sector”
While in the fourth quarter of 2010
sales of printers and multifunctional
devices grew slightly in comparison to
the same quarter 2009, sales of inkjet
cartridges and laser toners were negative.
Photography: stable sales in Q4
After sales for the year 2009 were -1.4 per
cent below those of 2008, the market for
digital cameras had a very promising start
to 2010, with the first three quarters of
the year all being significantly above the
same quarters of the previous year.
With growth of just one per cent this
upswing came to a standstill in the fourth
quarter of 2010. The principal reason for
this development was the significant
price erosion in the segment of entry
level compact cameras.
The market for digital SLR cameras,
previously the main growth driver, was on
the same level as in 2009’s fourth quarter.
Thanks to the very positive opening

three quarters of 2010 the market for
photographic products still enjoyed a
double digit increase for 2010 overall.
Telecommunications – smartphones in
demand
With an increase of 37 per cent the
market for telecommunication products
continued to enjoy a growth phase in
the fourth quarter of 2010. Once again
the key driver in this development was
smartphones, where sales almost tripled
versus the same quarter in 2009. In
particular, consumers were interested in
devices with touchscreen and QWERTY
keyboards.
In each month of 2010 more than one
million mobiles and smartphones were
sold. With sales of close to two million
units in December 2010, the market
reached a new all time high.
Continuous growth in Q4
With the first quarter of 2010 exhibiting
a 14.4 per cent increase over the first
quarter of 2009 the South African market
for technical consumer goods had a
promising start into 2010. This growth
accelerated to 33.9 per cent in the second
quarter. It seemed that the FIFA World
Cup had a distinctly positive impact on
the technical consumer goods market,
especially in sales of flat panel TV sets,
which rose to a record level.
Despite high unemployment levels,
consumer spending on technical
goods such as flat panel TV, notebooks
and smartphones did not slow down
significantly after the World Cup and were
significantly above last year’s level.
The fourth quarter of 2010 was once
again significantly above the same period
in 2009 with smart/mobile phones
being the main driver of the market. This
product group is now seen as a necessity
as opposed to a luxury item.
Although economic difficulty is
rising in certain areas, especially as high
unemployment exerts pressure on the
retail sector, the year-on-year decline in
the prime lending rate is no longer as
dramatic as at the end of 2009. Continued
low interest rates are supporting
consumer spending and a strong
rand-dollar exchange should support
competitive pricing from suppliers that
import.
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Fair Report

New ideals
with furniture
discovered at

As the undisputed trends barometer and trigger
for the furniture and interior design trade,
imm Cologne is where buyers from around the
globe go to find the perfect selection for their
clientele. A survey conducted by the Association
of the German Furniture Industries among
exhibitors revealed the most important trends
for the new 2011 season.
In principle, good design and good quality are the top priority for
any new piece of furniture. Both factors are entrance tickets for
the market.
“Sustainability” is becoming an increasingly important
component of the quality factor. There is a growing demand for
solid wood furniture, and furniture sales staff are increasingly
likely to be asked which materials have been used to make a
certain piece.
People are becoming increasingly sensitive in their approach
to resources. The industry is coming up with more and more
material mixes that can be separated into mono-materials at
the end of their lifecycle. This consumer attitude is rooted in the
health issue. It thus comes as no surprise that material honesty is
playing an ever more important role in furniture construction.
People’s understanding of health is becoming increasingly
holistic. Despite or perhaps precisely because of the way our
civilisation is progressing, we are realising that wellbeing
depends on both body and soul. People are seeking organic
options in the food sector, nature in their leisure activities and
sustainability in consumer goods. We are at the outset of a major
green line craze.
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Shapes
Upholstered furniture is getting smaller again. But the functions
are here to stay. Folding a certain element down and changing
the original purpose isn’t just fun, it makes good sense too. The
collections still feature big sectional seating arrangements too,
of course, but the industry is aiming to cater to people with less
space available to them as well.
For the most part, this means smaller single-person
households and export markets – particularly countries with less
living space per capita, like China and Japan.
Wall units are standard. Individually configurable highboards,
lowboards or display cabinets can provide the right option
for every taste and are the preferred location for flatscreen
televisions. As a result, contemporary wall units tend to be
slender so as to enhance the impression of spaciousness.

Fair Report

Colours
White will remain the megatrend colour for furniture. White
can be combined with any other colour and is reticent, almost
neutral.
In the face of so much white, expressive plain colours
are being used to create accentuation in the form of scatter
cushions, accessories or walls painted in powerful hues. The retro
patterns currently available from wallpaper designers or other
colourful designs are an equally good fit with white furniture. The
motto: don’t be afraid of colour, as long as the combination is
pleasant!
When it comes to monocolour covering fabrics, blue shades
from petrol all the way to mint are particularly popular, as is the
vast spectrum of natural hues. The latter are also very much in
demand for the surfaces of storage furniture or kitchen cabinets.
Occasionally, the 1970s are experiencing a revival in the form
of orange and apple-green shades. Finally, black – the classic of
the 1980s – is making a comeback in the upholstered furniture
segment, as well as for storage furniture.
Patterns
Stripes, floral fabrics, abstract graphics: in terms of patterns,
covering fabrics are presenting an extremely diverse face.
Ornamentation is another popular theme for opulent patterns.
The haptic experience plays a major role as far as fabrics are
concerned. Rather than being smooth, many fabrics are featuring
a relief-like texture that issues an irresistible invitation to take
a seat and nestle down. The user becomes one with the piece
of furniture he happens to be sitting or lying on. Snuggling
continues to play an important role.
Surfaces
There is a very definite tendency towards material honesty. And
when it comes to being honest, natural materials are best.
The trend is towards glass, stone, wood and certain metals
like stainless steel. In the coming season, glass will be a popular
material for the fronts and doors of kitchen cabinets, wall units
and wardrobes. We will be seeing thick glass for table tops and
satin glass for translucent cabinet doors. Veneered or solid stone
is being used for work surfaces.
Precious materials with a surface that is pleasant to the touch
are experiencing a boom. Leather will also be playing a more
important role in the coming furniture season. Usually as a
cover for upholstered furniture, of course, but also as an inlay for
page 30 X
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Sustainability
very much in
evidence
W

page 5

drawers or tabletops. Up to a point, however, the use of leather
will be restricted by marked price increases.
Wood
Good old oak is experiencing a veritable boom. Whether it’s used
for tables, beds or cabinets, oak is modern because it is being left
in its original mellow colour and no longer being stained in dark,
rustic hues.
Walnut will maintain its important status. It radiates a sense of
value and elegance. High-grade cherry with its delicate, reddish
hues is playing a prominent role. Usage of domestic wood,
including fruitwood, is becoming more important to buyers.
The lighter colour spectrum continues to include beech,
maple, ash, alder and birch.
Light
The light bulb is slowly disappearing from the household and
being replaced by state-of-the-art LED luminaires. LEDs have
the advantage of being highly energy-efficient, not getting hot
and having a very long life. As a result, the furniture industry is
making increasing use of LEDs, for example, in display cabinets,
as shelf or cabinet lighting or edging for sideboards. And LEDs
are being used for popular accessories like fairy lights too.
The latest development towards less expensive, organic
light-emitting diodes, or OLEDs for short, allows manufacturers
to produce not just ultra-thin screens but large-area lighting
for shelf panels or large-area ambient lighting. Good light and
energy-efficient light sources – often concealed and shining as if
by magic – are a top trend that is here to stay.
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Technology Focus

Wetherlys peps up
its business with BI
Lifestyle home furnishing store Wetherlys has implemented a
business intelligence (BI) strategy based on QlikView to improve
operational and merchandising efficiencies across its 32 stores.

Nazeem Aberdeen – "risks resolved
without delay."

Sean Longhurst – "access to information
is instantaneous."

The flagship retailer of Ellerines Holdings,
owned by JSE-listed African Bank
Investments (Abil), Wetherlys’ stores are
located in major urban centres throughout
South Africa.
In the past, the Wetherlys management
information system ran on Crystal,
generating reports directly from a range of
data sources.
“These reports were limited to basic
measures and did not give us the insight
we needed to run our business,” explains
Wetherlys IT executive Nazeem Aberdeen.
“Another problem was the time it took to
obtain meaningful numbers. We had to do a
lot of manual calculations from the reports,
and it was difficult to see how each store
was performing.”
The QlikView system was implemented by
BI consultants EnterpriseWorx.
“We selected QlikView for three reasons,”
says EnterpriseWorx technical director Sean
Longhurst. “First, we had demonstrated

its value for another client in the retail
sector and could assure Wetherlys that the
solution would address its main areas of
concern: operations and merchandising.
Second, QlikView would align Wetherlys
with its holding group, Ellerines, where it
was already in use. Third, QlikView is very
fast in getting to the numbers. Access to
information is almost instantaneous.”
The project methodology was agreed
at an initial workshop between Aberdeen,
Wetherlys’ operations executive Andreas
Avrabos, and the EnterpriseWorx team. The
operations and merchandising models were
determined based on the key measures
required to run the stores efficiently.
“The brief was very clear in terms of how
the information should be presented,” says
Longhurst. “That is the main reason for the
implementation’s success. The clarity and
simplicity of the specification saved a lot
of time. We skipped the normal reiterative
development cycle.”

The main obstacle to implementation
was unclean source data. As the BI system
was implemented, anomalies were resolved
and the numbers balanced so as to provide
reliable front-end information.
Wetherlys specified 17 measures that
stores could use to manage their business.
These cover key performance management
indicators such as gross profit, percentage
margin, outstanding orders and store
turnover and expenses. The merchandising
tool ensures that buyers are fully aware
of the current status of all products in the
stores, and on transit to fulfil customer
orders.
The application is based on a web-client,
with all stores linked via the Internet to the
central QlikView server. The system was
rolled out first to head office and regional
managers and then to branch managers,
with each manager having separate access
controls and executives able to obtain a
high-level view of the QlikView key dials.
“We can now easily see numbers that
were not available before,” says Avrabos. “We
are already using key dials and performance
management indicators that show which
branches in a region are selling above or
below their peers and how they compare
against the company average.
“At store level, we can identify average
spend per customer and break down
performance by sales person. Instead of
spending a whole day trying to locate
problems, we can quickly identify problem
areas and immediately act to remedy them.”
“EnterpriseWorx worked very closely
with us from day one,” says Aberdeen. “We
evaluated the risks together and resolved
them immediately without delaying the
project. Their knowledge and understanding
of Wetherlys as a business and of the retail
sector as a whole is immense. We were on
a tight budget and timeline, and the whole
project was rolled out in under four months.”
Wetherlys plans to soon move into Phase
II of the project, identifying additional key
measures as users demand more information
and insights to assist them to run their stores
optimally.
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Publisher's Comment

A well-intentioned budget

Ian Hughes – publisher
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At the time of going to press, the 2011 budget had just been passed into the realm
of public knowledge and discourse. Like all previous budgets it is strong on good
intentions.
And why not –words are cheap. But this second budget of finance minister Pravin
Gordhan just has a ring of heartfelt authenticity about it. Not the familiar clarion call
to action based on high-minded intent, but more a gong-like measured resonance.
Billions of rands are being disbursed to various government agencies and
departments, with the greater part going to the high-minded health and education
sectors. As they should.
And of course, job creation, crime, the Police, infrastructure support (provision
of more electricity and water to more people), old age and disability grants, and a
myriad of other competing interests have all claimed their share, fair or not.
There has also been some rebates and tax concessions, the minister has addressed
bracket creep and fiscal grab, whilst the threshold on income tax has been lifted
slightly.
There can be little doubt, however, that Gordhan has other measures up his sleeve
to recover additional revenues from the benighted tax payer. There must be the
strongest suspicion that payroll taxes and a surge in VAT is on the cards. No matter
how loudly the political voices dissent about the negative effect of payroll taxes on
business, the evidence is clear that job creation will suffer.
So on the one hand the Government throws billions on schemes to create new
jobs, and on the other the Government will ensure that businesses will pay more for
each job they create. And that, of course, is just one of the many, many measures
that the Government has put into place to make sure that business is inhibited as far
as possible in employing people.
Politics and economics are at each other’s throats and politics is winning. It always
does. VAT too makes a lot of sense economically, but it will hit the poorest the
hardest.
Has Gordhan the stomach to see it through? And how does this palpably
intelligent, able and honest minister reconcile his best laid schemes with the
achingly inefficient, corrupt, crooked and thuggish people entrusted with effectively
and honestly utilising these vast sums at their disposal?
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