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CONSUMER FOODSERVICE IN SOUTH AFRICA

1.
EXECUTIVE SUMMARY

Improved disposable income and tourism boosting growth

The South African consumer foodservice industry experienced positive growth over the 2003/2004 period. The number of foodservice units increased by 8%, while the number of transactions grew by 9%. Value sales rose by 17% in current value terms, to reach R23.3 billion in 2004. Disposable income continues rising thanks to the opening up of the economy to foreign capital, the good performance of South African commodities in the world market (which helped stabilise the economy) and the strength of the tourist industry. These factors were important in boosting growth in the South African foodservice industry.

Fast food leads sector growth

The modernisation of the South African economy, which is leading to changes in eating habits and food trends, boosted the fast food sector over the review period, which saw units increase by 47%. Transactions were up by 80% and value rose by 122% to stand at R8 billion in 2004. In addition, with the increasing number of women in the work place and busier lifestyles in general, the convenience that fast food offers is an important factor relating to growth in the consumer foodservice industry.

Tourist industry major factor in full-service restaurants (FSR), fast food and cafés/bars

Tourism spending saw strong growth over the review period. Outlets geared towards catering for tourists experienced rapid sales growth, such as those located at travel stations/airports, hotels and shopping centres. During the review period, cities such as Cape Town, Johannesburg, Pretoria and Durban witnessed an increase in the number of visitors, which encouraged foodservice players to provide attractive outlets with new decor and menus, along with quality service and new marketing techniques. 

Foodservice growth expected to continue in the coming years

The healthy outlook for the South African economy, rapid changes in working habits, the continued expansion of outlets through franchising and the expected increase in the number of tourists will all contribute towards boosting foodservice transactions and sales over the forecast period. The number of foodservice units is expected to increase by over 6% CAGR while the number of transactions is estimated to grow by more than 10% CAGR. Value sales are predicted to exceed 17% CAGR, to reach nearly R51 billion in 2009.

Major events such as FIFA Football World Cup 2010 to boost growth

Expected events such as the Football World Cup, which will showcase South Africa to the world, will encourage the arrival of some international chains and an increased number of outlets by local operators. The government is planning to spend around R100 billion on the Football World Cup and the broader economy over the forecast while specific sectors like the tourism industry and infrastructure development will experience a boom.

2.
OPERATING ENVIRONMENT

2.1
Consumer Expenditure on Food

Consumer spending on food and catering increased by 34% in 2004, to stand at R149,552. Total consumer expenditure on catering increased from R9,269 million in 1999 to R13,793 million in 2004. South Africa’s economy enjoyed healthy growth and development during the review period. 

The South African government’s macro-economic policies had a positive effect on retailing and food retailing over the review period, while changes in consumer lifestyles also aided this growth. This can be seen in the increase in the number of working mothers and single parents who have less time to prepare meals, thereby increasing the need for convenience foods. Furthermore, longer working hours and a greater number of working couples have also led to the popularity of food prepared outside the home. In addition, low income consumers who travel long distances to and from work often eat on route in order to make the best use of their time. All of these factors translate into better sales for consumer foodservice operators, where franchising with respect to major foodservice brands has been a major stimulant to growth.

Table 1
Consumer Expenditure on Food by Retail Foodservice Split 1999-2004

R million


1999
2000
2001
2002
2003
2004

Total
102,358.0
109,393.0
116,143.0
122,003.0
135,365.3
139,360.6

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

2.2
Tourism Expenditure

In 2004 the number of international visitors to South Africa reached an all-time high of just over 6.8 million, an increase of 5% on 2003. There was strong growth during 2002, due to the fact that South Africa was perceived as a relatively safe destination following the events of 11 September 2001, as it was located some distance away from potential terrorist threats. South Africa was one of the countries that showed an overall increase in tourists in 2003, despite a general downturn due to SARS and the war in Iraq. 

Lesotho remained the single most important country of origin in 2004, followed by South Africa’s three neighbouring countries, Swaziland, Botswana and Zimbabwe. The UK and Germany provided the highest number of overseas tourists. In 2004, incoming tourism receipts reached R60 million, with an average per capita expenditure of R8,739.

Tourism spending saw growth of 50% over the review period, to stand at R108.3 billion in 2004. The positive development of the South African economy and the promotion of the importance of tourism within the country by the government and the tourism authorities were the main factors underpinning growth. 

Entertainment accounted for the single highest share of tourism spending in 2004, at 29%. This is perhaps hardly surprising given that entertainment is a ‘treat’ and a key part of many holidays. Accommodation accounted for 27% of the total, representing the second highest share. This is also not particularly surprising given the obvious importance of accommodation and that time away from home generally involves paying to stay somewhere. Benefiting from this growth in terms of increased trade and investment opportunities is the hospitality industry, which includes a vast array of well-developed and sophisticated hotels, guesthouses, restaurants, cafes, resorts, country clubs, fast food outlets, bars, airlines, supermarkets, gas stations and convenience stores.

Food accounted for 11% of tourism spending in 2004, and the hospitality industry forms an important part of tourism, as tourists generally like to eat out in local outlets to enjoy the traditional cuisine of the country or region.

Table 2
Spending on Tourism 1999-2004

R million, current prices


1999
2000
2001
2002
2003
2004

Accommodation
16,259.0
16,679.5
17,200.7
18,793.3
20,162.9
21,302.2

Entertainment
25,605.1
28,874.5
30,307.6
32,308.7
33,867.3
34,931.2

Excursions
4,479.5
4,853.0
5,535.2
5,550.0
5,700.2
5,831.9

Food
3,364.5
4,877.0
6,351.9
7,928.5
9,550.6
11,654.7

Shopping
18,700.3
21,138.0
23,104.9
24,525.8
25,032.8
27,616.2

Travel within country
3,801.6
4,878.0
6,079.7
6,243.7
6,586.2
6,996.8

Others







TOTAL
72,210.0
81,300.0
88,580.0
95,350.0
100,900.0
108,333.0

Source:
South African Tourism, Provincial Tourism Authorities, Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Euromonitor International

Notes:
Entertainment includes attractions and evening entertainment; food includes restaurants; includes spending by incoming tourists as well as domestic tourist spending

2.3
Eating Out Patterns

South Africans are increasingly working longer hours and, as a result, family time has become limited. For this reason, eating out has become more popular. Families often choose a dining outlet which caters for the whole family unit. 

Single women and groups of women are also now going out and eating out more often than ever before, especially professional and working women with a good level of disposable income. Ladies nights are very popular amongst this group, as restaurants tend to offer discounts to groups of women eating out on a specific day of the week. Consumer patterns also point to a greater number of women diners than men.

A growing middle class amongst black South Africans has resulted in a rise in eating out patterns amongst this group. The latest household expenditure survey by University of South Africa’s (Unisa) Bureau for Market Research, carried out in 2003, found that the main increases in household expenditure by black consumers between 1993 and 2003 in terms of entertainment were on holidays or weekends away (up 44% per year over the period) and recreation (up 29%).

At the same time, busier schedules had a positive impact on the fast food and 100% home delivery/takeaway sectors throughout the review period.

2.4
Health and Dietary Issues

There is a clear trend for South African consumers to become concerned with health and weight issues. Both quality food and health issues are now prime concerns amongst social groups with higher disposable incomes and who pay more attention to their lifestyles. 

New and old consumer foodservice chains are repositioning themselves as quality food entities, offering healthier options as an attractive alternative to traditional standardised and global fast food products. 

However, despite this growing interest in healthier lifestyles, according to the 2003/4 South African Health Review, chronic non-infectious diseases usually associated with lifestyle (heart disease, strokes, cancer, chronic obstructive pulmonary disease and diabetes) resulted in 37% of deaths in South Africa over those two years. 

2.5
Legislation

Equal Opportunities

The Employment Equity Act Number 55 of 1998 was introduced in order to promote equal opportunity and fair treatment in the workplace through the elimination of unfair discrimination and the implementation of affirmative action measures. This was done in order to redress the disadvantages in employment experienced by designated groups (black, coloured and Indian and all women and persons with disabilities) in order to ensure their equal representation in all occupational categories and levels. It has resulted in an increased number of previously disadvantaged persons being appointed within the foodservice industry.

Skills Development

The Skills Development Act Number 97 of 1998 and The Skills Development Levies Act Number 9 of 1999 introduced mechanisms which would improve the relationship between the provision of education and the skills needed in the workplace. These include new learning programmes and new approaches to implementing workplace-based learning and financial incentives.

The Skills Development Act was implemented in 1 April 2000. In that year, employers with a payroll exceeding R250,000 were obliged to pay a levy of 0.5% of their gross payroll to the South African Revenue Services (SARS) each month. In the second year, the levy was increased to 1% of the gross payroll. More than 50% of the levy was then paid back through grants if employers adhered to the set conditions laid out by the Department of Labour.

Liquor Leglislation

In 2003 the National Liquor Act was passed and came into effect on 13 August that year. The new legislation covered a wide range of aspects concerning the production, consumption and sale of liquor. The law’s main impact on the foodservice industry relates to the restrictions it imposes on the sale of liquor. Alcoholic beverages can only be sold for consumption on the premises of a licensed foodservice outlet. This is intended to regulate the number of illegal shebeens operating in the country. Further provisions contained in the national act, which impact retail liquor trading to a degree, prohibit the supply of liquor in lieu of wages or remuneration, the employment of children under the age of 16 years, the supply or sale of liquor to minors as well as the advertising of liquor in a false or misleading manner or in a manner that seeks to target or attract minors under the age of 18. 

Tax Relief for small businesses

The scrapping of regional service levies in 2006 is an example of the government’s commitment to reducing the cost for small businesses in terms of complying with regulations. Another example was the exemption from the skills levy of businesses with annual sales of less than R500,000. This would save small businesses the time-consuming process of reclaiming 1% of the skills levy. However, their employees would still receive training from sector education and training authorities. 

The number of annual VAT submissions by companies that had an annual turnover of less than R1 million would be reduced from six to four. Companies with annual revenues of R6 million or less would pay no tax on the first R35,000 of profit. The previous threshold was R5 million. The preferential tax rate for these companies would be reduced to 10% from 15%, while the profit ceiling on which the rate is levied would increase to R250,000 from R150,000.

Food Legislation

Food legislation in South Africa is the responsibility mainly of the health and agricultural sectors, and the following legislation is presently the responsibility of the health sector in this regard:

a) The Foodstuffs, Cosmetics and Disinfectants Act, 1972 (Act 54 of 1972):

This Act governs the manufacture, sale and importation of all foodstuffs from a food safety control point of view. The Act is supplemented by a comprehensive set of regulations published by the Department of Health aimed at setting the minimum standards and requirements to which all foodstuffs should comply, including the correct labelling thereof.  The Act is the most important piece of legislation aimed at, inter alia, addressing the safety of all foodstuffs manufactured, sold or imported into the country. Apart from the delegated legislative authority of the Minister of Health to promulgate regulations on those matters specified in the Act, it empowers the Director General of the Department to execute the following actions in respect of all foodstuffs:

- Authorise persons as inspectors

- Authorise persons as analysts

- Concur with Customs and Excise to remove imported foodstuffs to a place approached in terms of this subsection and make an order in respect thereof

- Decide that payment to be made by an importer of foodstuffs is acceptable and to accept a guarantee

- Order that imported foodstuffs:

(a) be confiscated and destroyed

(b) be returned to port of shipment or place of origin

(c) may be imported on certain conditions

(d) shall be dealt within a specific manner.

In addition to the above-mentioned, the Minister of Health has the authority to apply the provisions of the Act to a state/government outside the Republic of South Africa in respect of foodstuffs imported through the country to such a country.

b) The Health Act, 1977 (Act 63 of 1977):

Regulations promulgated under the Act govern, among others, the hygiene aspects of food premises and the transport thereof; milking sheds and the transport of fresh milk; and, the inspection of premises, stipulating for instance the powers and duties of inspectors authorised in terms of the Act. A list of the regulations in question is included under Annex C.

An extensive set of regulations related to the hygienic handling of food: The Regulations Governing the General Hygiene Requirements for Food Premises and the Transport of Food (R. 918) were published by the Department of Health on 30 July 1999. These regulations are applicable to all food handling situations, including restaurants, cafés, shebeens, taverns, street food vendors etc. and cover the following important aspects related to the requirements for the handling of food:

- Prohibition on the handling and transport of food

- Standards and requirements for food premises

- Standards and requirements for facilities on food premises

- Standards and requirements for food containers

- Standards and requirements for the display, storage and temperature of food

- Standards and requirements for protective clothing

- Duties of a person in charge of a food premises

- Duties of a food handler

- Standards and requirements for the handling of meat

- Standards and requirements for the transport of food

- Provisions concerning unprocessed products

A certificate of acceptability issued by the relevant local authority is required before food is allowed to be handled by a person. Co-ordination during the process of formulating new regulations and/or revising existing regulations takes place through the Food Legislation Advisory Group (FLAG). FLAG is a non-statutory body consisting of a wide range of role players from industry and government departments and consumer organisations, convened under the auspices of the Directorate: Food Control to advise the Department on all matters related to existing and future legislation.

The various provinces are responsible for supporting local authorities, which cannot render a service related to the enforcement of the mentioned legislation within their areas of jurisdiction.

3.
CONSUMER FOODSERVICE: SALES

3.1
Market Performance: Units, Transactions and Values

2004 Headlines

· Franchising scheme contributes to dynamic fast food service growth 

· Chicken fast food enjoys highest popularity 

· Consumer remains loyal to established brands 

· Value and volume sales rise but margins very small for operators

Foodservice experiences positive growth overall

The South African consumer foodservice industry experienced positive growth over the 2003/2004 period. The number of foodservice units increased by 8.4% while the number of transactions grew by 9%. Value sales rose by nearly 17% in current value terms, to reach R23.3 billion in 2004.

Economic growth and rising disposable income boost foodservice industry

In 2004, expenditure on eating out increased in real terms across all sectors reviewed. This is indicative of South Africa’s growing foodservice industry, as disposable income levels continue to rise throughout the population and with increasing urbanisation contributing to the rise in new units and transactions. Furthermore, the South African economy enjoyed healthy growth and development during the review period, thereby encouraging consumption growth. 

Fast food sector the main driver of foodservice value sales

The highest value sales were in fast food, followed by cafés/bars, full-service restaurants, street stalls/kiosks and 100% home delivery/takeaway. Chicken was the most popular fast food item in South Africa in 2004, accounting for 43% of the fast food sector in terms of value. 

Fast food outlets with strong branding have been successful in South Africa and as a result have benefited from expansion strategies through franchising, for example KFC, Steers and Nando’s. McDonald’s has struggled to dominate the fast food sector due to the fact that South Africans tend to be loyal to local brands like Steers and Bimbos, while McDonald’s tends to appeal more to the younger generation. In addition, the slow penetration of fast food into previously disadvantaged parts of the population has contributed to a rise in consumer foodservice transactions in line with the opening of new units in these areas and in the overall sales of fast food. 

Chicken the leader in fast food

In terms of average sales per outlet, chicken fast food was the leader, representing R2.7 million per outlet. This was closely followed by burger fast food, representing R2.4 million per outlet. Both chicken fast food and burger fast food sectors are dominated by chained brands, representing 68% and 78% of value share respectively in 2004. This is due to the fact that they use effective branding strategies and franchising to increase loyalty and volume. 

Convenience is the main factor affecting foodservice growth in South Africa. This is due to changing lifestyle patterns, with an increase in both parents working and an increase in single parent households, with the result that less time is spent on the preparation of food for the family than was the case in previous generations. 

Family FSR followed burger fast food in terms of average sales per outlet, representing R1.2 million per outlet. This is due to the increase in both parents working, with consequent higher disposable incomes available per household, and also the importance being placed on enjoyable family occasions.

Overview

Positive growth factors

Government support

The Government’s commitment to stimulating the small business sector, and franchising in particular, has helped the South African foodservice industry. At the end of the review, the government teamed up with the Franchise Association of South Africa (FASA) and financial institutions in order to promote entrepreneurship and franchising in the country, especially amongst previously disadvantage peoples. 

The main reason behind this is the high unemployment rate which, according to Statistics South Africa, stood at 28.2% in 2004. Furthermore, in 2005 the government committed itself to providing tax breaks and other incentives to small businesses in order to stimulate job creation in the country, which should encourage further growth in foodservice.

Higher disposable incomes

Disposable income growth fluctuated over the review period, but was up by 52% overall. Levels of disposable income increased since 1999, while household debt to disposable income declined, resulting in an increase in household wealth. This rise impacted positively on all foodservice sectors. Increasing disposable income provoked a rise in the number of South Africans eating out, driving up sales across all sectors. 

Tourism spending

Incoming tourism receipts rose by 40% in 2004, mainly due to the fact that South Africa was considered a safe destination, particularly following certain world events which took place during the review period (9/11, the bombings in Bali and the wars in Afghanistan and Iraq). In 2004, incoming tourism receipts reached R59.8million, with an average per capita expenditure of R8,739; a total of 6.8 million tourists visited South Africa in 2004 with each spending around 20% of their money on restaurants and food. All of this, as well as the growing domestic tourism market, positively affected the foodservice industry.

Increasing purchasing power of black South Africans

Black South Africans, or what is termed the ‘ethnic consumer group’, make up around 70% of the population and are the largest racial group among South Africa’s middle class. The number of black South Africans in the middle class increased over the review period, which allowed these consumers to spend more on eating out. 

This change in the middle class has, and will have, an influence on product offerings and marketing campaigns within the foodservice industry. For example, KFC has been proactive in supporting black franchisees in order to gain access to this important client base. As the majority of black South Africans have low incomes, strong branding campaigns are important in capturing this consumer group, while entry into previously disadvantaged areas will allow fast food to establish itself in a previously untapped area. McDonald’s has been active in targeting this group through promotional campaigns, one of which shows a newly married young black couple stopping at a McDonald’s before heading off on their honeymoon. 

Negative growth factors

Crime

Safety is an issue that is paramount in the minds of South African businesses. Rates of violent crime are among the highest in the world and are negatively affecting the hospitality industry with, for example, armed robberies taking place at hotels and restaurants. In turn, this has had a negative affect on the tourism industry as it deters tourists from visiting, which thereby impacts on the foodservice industry. Hotels and restaurants are perceived as places which have high levels of cash and are considered easy targets for criminals, which means that entrepreneurs are dubious about entering the foodservice industry.   

HIV/AIDS

The HIV and AIDS pandemic is one of the most serious crises facing South Africa, affecting development, social stability and the economy. A fifth of the population carries the virus that causes AIDS and the Medical Research Council Report in 2001 warned that at present rates, AIDS will claim the lives of between five and seven million South Africans by 2010. As the disease tightens its hold on the most productive members of the population, those aged between 15 and 45, it is affecting large sections of the target audience for the foodservice industry. President Mbeki has been criticised for his sceptical attitude to HIV and AIDS; however, in 2001 the government announced a 400% increase in spending to fight HIV and AIDS over the following three years and R1.8 billion was allocated for 2004/05. 

Inflation

Rising inflation negatively affects the foodservice industry as it results in an increase in food prices, thereby causing businesses within the sector to increase prices. However, customers respond by spending less when dining out or preferring fast food outlets or entertaining at home to expensive meals. 

Table 3
Units, Transactions and CFS Value Sales in Consumer Foodservice: 1999-2004


1999
2000
2001
2002
2003
2004

Units
50,048.0
52,912.0
56,871.0
61,692.0
67,303.0
72,950.0

Transactions (mn)
331.6
351.7
372.1
402.4
435.8
475.1

R million current prices
10,704.8
12,354.5
14,074.9
17,072.0
20,005.7
23,340.1

R million constant prices
10,704.8
11,728.4
12,640.8
14,045.4
15,548.0
17,679.7

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 4
Units, Transactions and CFS Value Sales in Consumer Foodservice: % Growth 1999-2004

% growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Units
8.4
7.8
45.8

Transactions
9.0
7.5
43.3

Value current prices
16.7
16.9
118.0

Value constant prices
13.7
10.6
65.2

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

3.2
Market Performance: Independent vs Chained

Cafés/bars

In South Africa this sector is still dominated by independents, which had 97% representation in 2004. The traditional unit is family or individually owned and located within a town, city or shopping development. Coupled with this is the fact that South Africans are loyal to local brands and tend to have a preference for their local bars or cafeterias. Both global companies and local operators are faced with a highly fragmented foodservice sector. 

Chained formats are expected to grow, as domestic players tend to produce successful formats, which have adopted brand management techniques, such as Mugg & Bean and House of Coffees. Franchising is growing rapidly in South Africa and entrepreneurship is being supported by the government through tax cuts in a move to reduce the high levels of unemployment. Furthermore, an increase in the number of foreign chains is expected in the lead up to the football world cup in 2010 as they seek to establish themselves in an economy which is transforming and revealing its growth potential.

Full-service restaurants

In 2004 there were 9,270 FSR in South Africa, of which 85% were independent. However, chained units are growing at a faster pace than independents. The main reason behind this is the booming franchise business in South Africa, which attracted franchisees due to their lower risk factor. In addition, the government is supporting many entrepreneurs in a move to tackle unemployment and therefore there is much support for opening franchises. This impressive growth was mainly due to continued franchise expansion by domestic players. 

In addition, the positive economic environment over the review period also contributed to this positive trend, as a larger number of South Africans were attracted by a franchised business rather than starting up on their own. Attractive restaurants with proven management tools attracted franchisee investors willing to take advantage of their innovation. Themed FSR continue to be successful and are supported by strong brand and marketing backup, for example Steers and Wimpy, both of which are family orientated.  

100% home delivery/takeaway

Chained 100% home delivery/takeaway activity increased its share of 100% home delivery/takeaway in terms of unit numbers over the review period, accounting for a slight majority of 57% in 2004. This was due mainly to pizza chain expansion which took place at the beginning of the review period. Debonairs Pizza was the main driver of growth in 100% home delivery/takeaway. This is mainly due to the company’s strong market presence and economies of scale in marketing and logistics. 

Table 5
Sales in Consumer Foodservice by Independent vs Chained Outlets: Units 2004

outlets


Independent
Chained
Total

Full-service restaurants
7,838
1,433
9,271

Fast food
2,879
3,110
5,989

100% home delivery/takeaway
184
242
425

Self-service cafeterias
-
-
-

Street stalls/kiosks
45,301
-
45,301

Consumer foodservice by type and
67,754
5,197
72,951

    chained/independent




Cafés/bars
11,553
413
11,966

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

3.3
Market Performance: Eat in vs Takeaway

Cafés/bars

Despite takeaway value experiencing steady growth over the review period, it represented a very small share in the value of cafés/bars with 4% value share in 2004. Time constraints are the most important factor for deciding to have a takeaway. However, South Africans prefer to eat in when visiting these establishments as they are most often frequented as social occasions with friends and family. In addition, the rise in personal incomes has led to an increased demand for cafes/bars. According to News Café, there was an increase in sales due to the fact that cafes offer more affordable alternatives to FSR, with a wider choice of meals and salads than the standard sandwich/cake and with a more laid back social setting.

Full-service restaurants

Eat-in sales are clearly favoured in FSR outlets and this is reflected by the fact that 96% of FSR consumption in 2004 took place on-site. However, there remains a 4% group interested in takeaway and this grew over the review period, rising from 2% in 1999. 

A rise in personal income helped takeaway to increase its value share by 2.1 percentage points over the review period to 4%, while eat-in fell from 98% in 1999 to 96% in 2004. Increased value for takeaway over the review period was also attributable to the rise in the number of working women and the reduced time available for eating in. 

Another important factor driving sales during the review period was the higher number of South Africans using the takeaway service at lunchtime or picking up a takeaway on the way home in the evening. In addition, improved food packaging, innovative menus and promotions dedicated to this service helped takeaway to increase its share.

Fast food

In 2004, takeaway sales accounted for 69% of the total sales in fast food, a marginal decrease from the 75% accounted for in 1999. South African consumers are increasingly changing their lifestyles, spending more time at work and or on the move and having less spare time than previous generations. Fast food has gained in popularity as it has become a meal solution due to the restrictions on free time. 

However, during the review period, due to improving economic conditions, greater number of consumers opted to eat in, increasing its value share to 31% in 2004. Fast food is becoming part of the newly adopted lifestyle. Most of the fast food outlets cater to children and therefore are popular amongst families and are often the preferred choice for children’s birthday parties amongst low income families.

Table 6
Sales in Consumer Foodservice by Eat in vs Takeaway 2004

% value analysis 


Eat in
Takeaway
Total

100% home delivery/takeaway
-
100.0
100.0

Cafés/bars
96.4
3.6
100.0

Consumer foodservice by type
62.8
37.2
100.0

Fast food
30.7
69.3
100.0

Full-service restaurants
96.2
3.8
100.0

Self-service cafeterias
-
-
-

Street stalls/kiosks
-
100.0
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

3.4
Market Performance: Food vs Drinks Split

Cafés/bars

In cafés/bars, drink dominated food in 2004 with a share of 72%, but nevertheless saw a decrease of 8.9 percentage points in sales over the review period. Most cafés/bars have a limited food offering, but due to the success of fast food outlets in South Africa, cafes/bars outlets have been increasing their food offering to cater for middle to high income earners who wish to have a quick meal/snack in a more relaxing environment. They have tended to focus on healthier options such as light meals and salads, an area that is of growing concern amongst higher income groups, and have increased that sector’s value sales of food, which stood at 28% of total sales in 2004.

Full-service restaurants

In FSR in South Africa, food had the largest share of value with an 83% share in 2004, an increase from the 80% share recorded in 1999. Meanwhile, drink decreased to 17% in 2004, down by 2.5 percentage points on 1999. This is related to the fact that there has been an increase in takeaway meals from FSR over the review period, thereby affecting the sale of alcohol to customers who eat in the restaurants.

Fast food

South African fast food operators mainly focus on food sales, which in 2004 accounted for 89%, up from 85% in 1999. One of the reasons for this is the increase in personal income, allowing customers to purchase ‘extras’ to compliment their meals. In South Africa a meal tends to consist of the main product offering and a drink, while chips, salads, and desserts would be considered additional items; therefore, the increase in the purchase of side orders has meant an increase in food value sales. 

100% home delivery/takeaway

In 100% home delivery/takeaway, food dominated in 2004, with a 95% value share. Over the review period, drink increased its share by 2.4 percentage points on 1999. This is due to the fact that home delivery meals generally do not include drinks, providing a means for these types of businesses to increase their sales value. Due to convenience, customers often compliment their orders by purchasing beverages.

Street stalls/kiosks

In South Africa, the street stalls/kiosks sector only caters for takeaway meals. Drink dominates, representing 71% of value sales in 2004, an increase of 1.2 percentage points on 1999. This is mainly due to the legal restrictions placed on selling food due to health and safety regulations.

Table 7
Food vs Drinks Split 2004

% value analysis 


Food
Drink
Total

100% home delivery/takeaway
94.6
5.4
100.0

Cafés/bars
28.0
72.0
100.0

Consumer foodservice by type
62.4
37.6
100.0

Fast food
89.3
10.7
100.0

Full-service restaurants
82.9
17.0
100.0

Self-service cafeterias
-
-
-

Street stalls/kiosks
28.8
71.2
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

3.5
Market Performance: Location

Cafés/bars

Stand-alone locations’ share of cafes/bars value sales in 2004 stood at 60%, increasing by 4 percentage points during the 1999-2004 period. However, despite being the most important type of location in terms of value, share of stand-alone should see only a slight increase over the forecast period, as prime high street locations in city centres are reaching saturation levels. In addition, large chains, in their search for semi-captive customers, are increasingly looking to hotel and travel locations due to increased domestic and international tourism.

Retail was the second most important location, recording 33% value share in 2004. The tendency of South African consumers to prefer one-stop shopping has made shopping centres very popular, while leisure activities such as cinema are often incorporated into retail centres. However, decreased sales at foodservice outlets located within retail environments can be explained by the fact that consumers prefer to have a quick snack or treat, as higher inflation caused food prices to rise. 

However, sales in this type of location are expected to pick up throughout forecast, as there is further investment and development in shopping centres around South Africa and with higher personal incomes making eating out more popular. This type of location became a mainstay with some of the most important chains, such as Mugg & Bean and House of Coffees.

Full-service restaurants

Stand-alone FSR remained the most important in terms of location, accounting for 55% of total value sales in 2004. Its share increased slightly from 1999 as chains moved into city centres to accommodate rising tourism and to cater for the growing popularity of dining out among South Africans. 

Retail value decreased by 1.5 percentage points in 2004 to stand at 22%. This is mainly due to the fact that South Africans prefer to have a quick meal while shopping rather than a three course dinner, and as there are also many alternatives in more relaxing environments, this location is expected to continue to decline.

Hotels accounted for 16% of value sales in FSR in 2004, falling by 10.2 percentage points over the review period. This is due to the fact that hotels are often very expensive when compared to high quality stand alone FSR, and as a result tourists prefer to dine out and experience the various cuisines South Africa has to offer. 

Travel locations grew relatively rapidly in terms of value share over the review period, to stand at 8% in 2004. This is mainly due to the investment in airport facilities and the increase in international tourism.

Fast food

Stand-alone units accounted for the majority of fast food value sales in 2004 at 80%. However, this represented a slight decrease from 83% in 1999. This was mainly at the gain of travel and retail venues. Value in stand-alone locations is very much driven by the dynamic activity of chained branded operators, despite the number of independent operators trading from stand-alone sites. The vast majority of stand-alone units are located at the side of roads or in city centres, benefiting from the strong flow of traffic. However, city centre activity is reaching saturation point. 

Value sales derived from retail locations reached 14% in 2004, an increase of 0.7 percentage points over the review period. The importance of retail locations is a consequence of the changes in South African consumer habits, as shopping became a family leisure activity and a quick meal being part of the shopping process.

Value sales from travel locations experienced positive growth during the review period, from 4% in 1999 to 5% in 2004. The modernisation of food courts in airports and petrol stations was a major factor. 

Street stalls/kiosks

Stand-alone locations continued to dominate in 2004, with a value share of 95%. However, it lost some of its share to retail and travel. This is mainly due to the renovation of airports during the review period and the entry of street stalls/kiosks into the retail sector. 

Table 8
Sales in Consumer Foodservice by Location 1999/2004

% value


1999
2004

Stand-alone
68.8
69.9

Retail
21.2
20.5

Travel
3.1
5.2

Leisure
0.3
0.3

Hotels
6.6
4.0

Total
100.0
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

3.6
Forecast Market Performance: Units, Transactions and Values

2004 Headlines

Positive growth forecast in foodservice industry

The South African consumer foodservice industry is expected to experience positive growth over the forecast period. The number of foodservice units is expected to increase by 5.8% CAGR while the number of transactions is estimated to grow by 10% CAGR. Value sales are predicted to rise by 17% CAGR, to reach R51 billion in 2009. 

In terms of units, this would mean slightly slower growth than during the review period, but transactions and value growth should remain strong over the forecast period. This is due to the fact that South Africa is still transforming from a relatively closed business economy into an open one, which is also open to new tendencies, new food formats, and new ways of servicing, and therefore it is common to see positive growth in most of the sectors, some of which are accelerating faster than others, depending on the amount of capital investment required. 

Another important factor is the rapid development of the tourist industry which, together with new investment, is helping to modernise the foodservice industry, with foreign foodservice brands being attracted into the South African market. On the back of this there is a rapidly growing middle class in South Africa. 

Positive impact of the FIFA Football World Cup on the foodservice industry

In 2008 and 2009 a general pick up in terms of value, outlets and transactions is expected. This reflects the optimistic estimation based on the investment within the foodservice industry that will be made to cater for the 2010 Football World Cup in South Africa. The government is planning to spend around R100 billion on this event and the broader economy over the forecast period, while specific industries such as tourism, as well as industry and infrastructure development, will experience a boom. 

In other countries with similar stages of industry development, such as Mexico in 1986 or Spain in 1982, the impact of this huge event on the industry was long term, not to mention the positive impact it has on millions of viewers watching on television. Marthinus van Schalkwyk, Minister of Environmental Affairs and Tourism, says the Soccer World Cup is, ‘the single most important boost for South African tourism’, thereby positively affecting the foodservice industry.

Fast food expected to spur industry growth

The highest value sales are expected to be in fast food, followed by cafés/bars, full-service restaurants, street stalls/kiosks and 100% home delivery/takeaway. Fast food is a booming sector that still has plenty of growth potential and even fears about market saturation appear not to be a deterrent to entrepreneurs. Chicken is expected to continue to dominate fast food in South Africa, to account for 44% of fast food value sales in 2009. The main factor driving growth in fast food will be convenience.

In terms of average sales per outlet, chicken fast food is expected to continue to lead, representing R4.2 million per outlet by 2009, and increasing over 55% to the 2004 figures. This will be closely followed by burger fast food, representing R3.9 million per outlet. Chains will dominate these fast food sectors over the forecast period, with strong branding strategies and expansion strategies increasing sales.  

Franchising successful formula for future growth

Growth is expected in franchising, especially in franchised fast food. The consumer foodservice industry may seem overtraded, but reality does not indicate this. This is evident by the massive inroads made by Scooters, a recent arrival in the 100% home delivery/takeaway sector, which managed to establish 29 stores within 18 months. 

Overview

Positive growth factors

Franchising

Franchising plays an important role in furthering the development of small and medium businesses. Job creation, poverty alleviation, economic growth and black empowerment rank high on the South African government’s agenda and franchising, with its advantages of skill transfer, start-up support and ongoing operational assistance, is emerging as the preferred type of business to address these problems.

FIFA Football World Cup

The FIFA Football World Cup will showcase South Africa to the world and thereby contribute to the arrival of some international chains and an increase in the number of outlets by local operators ahead of the event. The government is planning to spend around R100 billion on the Football World Cup and the broader economy over the forecast period, while specific industries such as tourism, and also infrastructure development, will experience a boom.

Negative growth factors

Crime

Safety is an issue that is paramount in the minds of South African businesses. Rates of violent crime are among the highest in the world and are negatively affecting the hospitality industry due to armed robberies taking place at hotels and restaurants. In turn, this has had a negative affect on the tourism industry as it deters tourists from visiting, and therefore also impacts on the foodservice industry. Hotels and restaurants are perceived as places which have high levels of cash and are considered easy targets for criminals; therefore, entrepreneurs are dubious about entering this industry.   

Table 9
Forecast Units, Transactions and CFS Value Sales in Consumer Foodservice: 2004-2009


2004
2005
2006
2007
2008
2009

Units
72,950.0
77,579.0
82,873.0
87,489.0
91,845.0
96,786.0

Transactions (mn)
475.1
520.9
575.2
630.7
684.1
763.8

R million
23,340.1
27,569.6
32,268.2
37,604.9
43,256.5
51,132.7

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 10
Forecast Units, Transactions and CFS Value Sales in Consumer Foodservice: % Growth 2004-2009

% growth


2004-09 CAGR
2004/09 TOTAL

Units
5.8
32.7

Transactions
10.0
60.8

Constant value
17.0
119.1

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

4.
CONSUMER FOODSERVICE: COMPETITIVE ENVIRONMENT

4.1
Leading Operators and their Brands

Leading consumer foodservice operators in South Africa are mainly domestic companies, and franchising is the most successful expansion model in South Africa for chained units. According to FASA, by far the largest franchise sector in South Africa is fast food, representing approximately 29% of the franchise industry. 

Chains only represented just over 3% of units in cafes/bars in 2004. However, during the review period the leading chains active in coffee shops dominated cafes/bars. Chained coffee shops experienced strong growth in terms of the number of units, transactions and value sales, boosting its share. The leader, Mugg & Bean, accounted for 70 units in 2004, followed by Dulce Continental Café & Espresso Bar with 56 and House of Coffees which had 33 units. Although Mugg & Bean is a coffee themed brand, its success has been based on satisfying a growing demand for upmarket fast casual dining. 

FSR continued to be dominated by independent operators in unit terms in 2004, with chained units accounting for 15% of total units. Wimpy and Spur Steak Ranches were the main players in this sector in 2004, with 368 and 245 units respectively. Wimpy has become a trusted brand across South Africa, due to its strong branding and innovation in keeping up with contemporary trends like shifts in food tastes, décor and lifestyle changes, as well as its family friendly attitude. 

The dominant global player in fast food in South Africa is the Yum! Brand Inc-owned KFC, which had a total of 403 units in South Africa in 2004. This is mainly due to the fact that KFC has developed its brand over 33 years and has used franchising to achieve this. Furthermore, chicken is the most popular choice when it comes to fast food in South Africa. KFC has played an active role in supporting Black Economic Empowerment (BEE) in South Africa. At present Black South Africans now own around 25% of local KFC franchise outlets, with a major programme under way to increase the number in order to tap into the growing consumer market within this sector of society.

The local player Steers, owned by Famous Brands Limited, was the leader in burger fast food in 2004 with 296 units. The brand has successfully maintained its leadership position within burger fast food due to its strong marketing strategies such as franchising, which is attractive to entrepreneurs. 

King Pie led in bakery fast food in 2004 with 268 units. The company, which was established in 1993, was recently acquired by the JSE listed Mvelaphanda Group, which should allow it to grow further and become a bigger force within fast food.

100% home delivery/takeaway was dominated by pizza in 2004. The leader, Debonairs Pizza, owned by Famous Brands Limited, had 167 units, followed at a good distance by Scooters, with 67 units. The popularity of these brands has mainly been the result of a growing trend towards convenience in South Africa.

Table 11
Leading Consumer Foodservice Brands by Number of Units 2004

Brand
Global Brand Owner
Outlets

KFC
Yum! Brands Inc
403

Wimpy
Famous Brands Ltd
368

Steers
Famous Brands Ltd
296

Friendly Seven Eleven
Metro Cash &
280


Carry Ltd


King Pie
Mvelaphanda
268


Groups Ltd


Chicken Licken
Golden Fried
255


Chicken Pty Ltd


Spur Steak Ranches
Spur Corp
245

Nando's
Nando's Group
198


Holdings Ltd


Pie City
Pie City (Pty) Ltd
189

Debonairs Pizza
Famous Brands Ltd
167

Hot Dog Café
Hot Dog Café
120


Franchise Pty Ltd


Something Fishy
Something Fishy
120


Franchise Co Ltd


London Pie Company
London Pie Co
99


(Pty) Ltd


Mochachos Chicken Villages
Mochachos
94


Franchise Group


Pizza Perfect
Pizza Perfect
90


Group


McDonald's
McDonald's Corp
89

Ola Milky Lane
Unilever Group
88

Mugg & Bean
Mugg & Bean
70


Franchising



(Pty) Ltd


Scooters
Scooters Pty Ltd
67

Ocean Basket
Ocean Basket Group
60

Others

69,384

Total

72,950

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

4.2
Recent Mergers and Acquisitions

The largest deal of its kind in fast food in South Africa took place on 1 July 2003 when Steers Holdings Ltd acquired the entire shareholding of Pleasure Foods Group (Pty) Ltd for a purchase price of R150.6 million. 

The Pleasure Foods brands acquired by Steers Holdings Ltd were Wimpy, Whistle Stop and Market Café. This transaction catapulted Steers Holdings’ complement of outlets to an excess of 1,000, establishing it as the leading franchisor on the African continent. The outlets are located nationwide in South Africa and across a range of African countries. 

Prior to this, Steers Holdings Ltd, on 1 June 2003, also acquired the business of Creative Coffee Franchise Systems (Pty) Limited, the franchisor of a range of coffee shops operating under the brand names House of Coffees, Brazilian Coffee and ESP Illy Boutique. This marked a move by Steers Holdings Ltd into franchised coffee, which has grown in popularity towards the end of the review. 

Steers Holdings Ltd has a representation in four major quick service restaurant sectors: cafes, burger, fish and pizza. The combination of Steers Holdings’ proven expertise in establishing and developing franchise outlets and the well-established and successful brand names acquired will enable the company to add significant value to Steers Holdings’ operations. 

Two established South African brands, Milky Lane and Juicy Lucy, were sold by the Pleasure Foods Group to Ola South Africa, part of global consumer goods company Unilever, in 2003. Juicy Lucy, a healthy option in bakery fast food, was established in 1973 and Milky Lane, the leader in ice cream fast food, was set up in 1958. Ola established its presence in South Africa in 1992 when it introduced the Magnum, Solero, Cornetto and Gino Ginelli brands. The acquisition marked the first venture for Ola into the local retail food sector in South Africa. Ola plans to build on its strategy of combo stores, which feature both Milky Lane and Juicy Lucy, and to revamp all stores in the re-branding and modernisation process. 

Summary 1
Major Mergers and Acquisitions 2001-2004

	Operator
	Date
	M&A details

	Steers Holdings Limited
	1 July 2003
	Acquires the Wimpy, Whistle Stop and Market Café brands from the Pleasure Foods Group

	Steers Holdings Limited
	1 June 2003
	Acquires the House of Coffees, Brazilian and ESP Illy Boutique from Creative Coffee Franchise Systems (Pty) Ltd

	Ola South Africa (Unilever Group)
	2003
	Acquires the Milky Lane and Juicy Lucy brands from the Pleasure Foods Group


Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

4.3
Franchising

South Africa has a vibrant franchise sector, which showed strong growth over the last decade. The expansion in chained consumer foodservice has been driven by franchising. According to the FASA, the percentage of household expenditure spent at franchises increased from 6% in 1995 to 15% in 2004. Business franchising offers entrepreneurs the clout and credibility of big brand names by providing accessible participation in total business concepts that include everything from operational models to brand support.

The share of the South African market held by the franchising industry in 2004 was estimated to be around 12% and growing rapidly, thus indicating enormous potential for future growth. Due to high unemployment rates in South Africa, the government is actively supporting franchising as it is furthering the development of small and medium businesses in South Africa. Furthermore, it is providing business opportunities to previously disadvantaged members of society and is an important area for BEE growth in the country. The government also provides guidance on municipal and health regulations, management and staff training for a minimum of 30 days as well as follow-up training and refresher courses on request, while the franchiser offers its franchisees skill transfer, start-up support and ongoing operational assistance.

4.4
Market Shares

Local player, Famous Brands Limited, emerged as market leader in 2004 with 20.6% market share in value terms after it acquired various brands from the Pleasure Foods Group and Creative Coffee Franchise Systems (Pty) Ltd in 2003. The Pleasure Groups deal saw the company add Wimpy, Whistle Stop and Market Café to its portfolio of brands, which included Steers, Debonairs Pizza, and FishAway, along with House of Coffees, Brazilian Coffee and ESP Illy Boutique, which were gained from Creative Coffee Franchise Systems (Pty) Ltd, thereby giving the company a good share of the growing coffee/cafe industry in South Africa. The Steers and Wimpy brands had a market share of 8.2% and 7.1% in value terms respectively in 2004. Both are represented in the burger sectors of the market with Steers catering to the fast food sector and Wimpy to the FSR. 

The international player, Yum! Brands Inc, which established itself in South Africa in 1972, has been successful in developing a strong presence through its KFC brand due to the popularity of fried chicken in South Africa. The company is one of the few international successes in South Africa with a market share of 17.2% in value terms in 2004, with the KFC brand solely representing the company.

Table 12
Consumer Foodservice Company Shares 2001-2004

% value 

Company
2001
2002
2003
2004

Famous Brands Ltd
-
-
-
8.3

Yum! Brands Inc
-
6.9
7.3
6.9

Spur Corp
2.5
2.5
2.3
2.3

Golden Fried Chicken Pty Ltd
1.8
2.0
2.0
2.1

Nando's Group Holdings Ltd
0.9
1.0
1.0
1.6

Mvelaphanda Groups Ltd
-
-
-
1.5

King Consolidated Holdings Ltd
1.4
1.5
1.5
1.4

McDonald's Corp
1.5
1.4
1.2
1.0

Something Fishy Franchise Co Ltd
0.9
0.9
0.9
1.0

Mugg & Bean Franchising (Pty) Ltd
1.0
1.0
0.9
0.9

Pie City (Pty) Ltd
1.2
1.0
0.9
0.8

Dolce Milkwood Pty Ltd
0.7
0.7
0.7
0.7

Unilever Group
-
-
0.7
0.6

Mochachos Franchise Group
0.7
0.7
0.6
0.6

Pizza Perfect Group
0.8
0.7
0.6
0.5

London Pie Co (Pty) Ltd
0.7
0.6
0.5
0.5

Four News Development Group
0.5
0.4
0.5
0.5

    (Pty) Ltd





Ocean Basket Group
0.4
0.4
0.4
0.4

Krugkor Pty Ltd
0.4
0.4
0.4
0.4

Cotoco Supply Chain Management
-
-
0.4
0.4

    (Pty) Ltd





Rayhas Investment Co
0.3
0.3
0.3
0.3

St Elmos Trading Pty Ltd
0.3
0.2
0.3
0.3

Greenfields Café Holdings (Pty)
0.2
0.2
0.2
0.2

    Ltd





Coffee at Burgundy Franchise
0.3
0.2
0.2
0.2

    (Pty) Ltd





Ngunu Trading (Pty) Ltd
-
-
-
0.2

Captain DoRego's Fast Foods &
0.2
0.2
0.2
0.2

    Fresh Fish (Pty) Ltd





Weir-Smith Holdings
0.2
2.4
0.2
0.2

Squires Food (Pty) Ltd
-
-
-
0.2

Scooters Pty Ltd
0.1
0.2
0.2
0.2

Cattle Baron Franchising Co
0.1
0.2
0.2
0.2

Metro Cash & Carry Ltd
-
-
0.2
0.2

Hot Dog Café Franchise Pty Ltd
0.1
0.1
0.1
0.2

Sandwich Baron (Pty) Ltd
0.2
0.1
0.1
0.1

Kerbyn 133 (Pty) Ltd
-
-
-
0.1

Chop 'n' Wok Pty Ltd
0.1
0.1
0.0
0.0

Tricon Global Restaurants Inc
7.1
-
-
-

Steers Holdings Ltd
4.6
4.3
8.5
-

Pleasure Foods Group CC
4.3
4.1
-
-

Rebserve Holdings Ltd
2.4
2.0
1.8
-

Creative Coffee Inc
0.7
0.7
-
-

Milky Lane Franchise Group
0.5
0.4
-
-

Tsebo Outsourcing Group
0.3
0.3
-
-

Ito-Yokado Co Ltd
0.2
0.2
-
-

X'Ceptional Food Pty Ltd
0.1
0.1
0.2
-

The Original Fishmonger
0.1
0.1
0.2
-

    Holdings (Pty) Ltd





Others
62.1
61.3
64.3
64.9

Total
100.0
100.0
100.0
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 13
Consumer Foodservice Brand Shares 2001-2004

% value

Brand
Global Brand Owner
2001
2002
2003
2004

KFC
Yum! Brands Inc
-
6.9
7.3
6.9

Steers
Famous Brands Ltd
-
-
-
3.3

Wimpy
Famous Brands Ltd
-
-
-
2.9

Chicken Licken
Golden Fried Chicken
1.8
2.0
2.0
2.1


Pty Ltd





Spur Steak Ranches
Spur Corp
2.1
2.2
1.9
1.9

Nando's
Nando's Group Holdings Ltd
0.9
1.0
1.0
1.6

King Pie
Mvelaphanda Groups Ltd
-
-
-
1.5

McDonald's
McDonald's Corp
1.5
1.4
1.2
1.0

Something Fishy
Something Fishy
0.9
0.9
0.9
1.0


Franchise Co Ltd





Mugg & Bean
Mugg & Bean Franchising
1.0
1.0
0.9
0.9


(Pty) Ltd





Pie City
Pie City (Pty) Ltd
1.2
1.0
0.9
0.8

Dulce Continental
Dolce Milkwood Pty Ltd
0.7
0.7
0.7
0.7

    Café & Espresso Bar






Bimbos
King Consolidated
0.6
0.6
0.6
0.6


Holdings Ltd





Mochachos Chicken
Mochachos Franchise Group
0.7
0.7
0.6
0.6

    Villages






Debonairs Pizza
Famous Brands Ltd
-
-
-
0.6

Pizza Perfect
Pizza Perfect Group
0.8
0.7
0.6
0.5

London Pie Company
London Pie Co (Pty) Ltd
0.7
0.6
0.5
0.5

House of Coffees
Famous Brands Ltd
-
-
-
0.5

News café
Four News Development
0.5
0.4
0.5
0.5


Group (Pty) Ltd





Panarotti's Pizza
Spur Corp
0.4
0.4
0.4
0.4

Saddles
King Consolidated
0.4
0.4
0.4
0.4


Holdings Ltd





Whistle Stop
Famous Brands Ltd
-
-
-
0.4

Ocean Basket
Ocean Basket Group
0.4
0.4
0.4
0.4

Dros
Krugkor Pty Ltd
0.4
0.4
0.4
0.4

BJ's
Cotoco Supply Chain
-
-
0.4
0.4


Management (Pty) Ltd





Ola Milky Lane
Unilever Group
-
-
0.4
0.3

Brazilian Coffee
Famous Brands Ltd
-
-
-
0.3

Keg Restaurant & Bar
King Consolidated
0.3
0.3
0.3
0.3


Holdings Ltd





Stones
Rayhas Investment Co
0.3
0.3
0.3
0.3

St Elmos
St Elmos Trading Pty Ltd
0.3
0.2
0.3
0.3

Juicy Lucy
Unilever Group
-
-
0.3
0.3

FishAway
Famous Brands Ltd
-
-
-
0.3

Greenfields Café
Greenfields Café
0.2
0.2
0.2
0.2


Holdings (Pty) Ltd





Coffee at Burgundy
Coffee at Burgundy
0.3
0.2
0.2
0.2


Franchise (Pty) Ltd





Fontana Famous
Ngunu Trading (Pty) Ltd
-
-
-
0.2

    Roastery






Captain DoRego's
Captain DoRego's Fast
0.2
0.2
0.2
0.2


Foods & Fresh Fish






(Pty) Ltd





O'Hagans
Weir-Smith Holdings
0.2
2.4
0.2
0.2

Fishmonger
Squires Food (Pty) Ltd
-
-
-
0.2

Scooters
Scooters Pty Ltd
0.1
0.2
0.2
0.2

Cattle Baron
Cattle Baron
0.1
0.2
0.2
0.2


Franchising Co





Friendly Seven Eleven
Metro Cash & Carry Ltd
-
-
0.2
0.2

Hot Dog Café
Hot Dog Café Franchise
0.1
0.1
0.1
0.2


Pty Ltd





Sandwich Barron
Sandwich Baron (Pty) Ltd
0.2
0.1
0.1
0.1

Mikes Kitchen
Kerbyn 133 (Pty) Ltd
-
-
-
0.1

Market Café
Famous Brands Ltd
-
-
-
0.1

Chop 'n' Wok
Chop 'n' Wok Pty Ltd
0.1
0.1
0.0
0.0

KFC
Tricon Global
7.1
-
-
-


Restaurants Inc





Steers
Steers Holdings Ltd
3.6
3.4
3.4
-

Wimpy
Pleasure Foods Group CC
3.4
3.2
-
-

King Pie
Rebserve Holdings Ltd
2.4
2.0
1.8
-

Debonairs Pizza
Steers Holdings Ltd
0.7
0.7
0.6
-

Milky Lane
Milky Lane Franchise Group
0.5
0.4
-
-

House of Coffees
Creative Coffee Inc
0.4
0.4
-
-

Whistle Stop
Pleasure Foods Group CC
0.4
0.4
-
-

Juicy Lucy
Pleasure Foods Group CC
0.4
0.3
-
-

BJ's
Tsebo Outsourcing Group
0.3
0.3
-
-

Brazilian Coffee
Creative Coffee Inc
0.3
0.3
-
-

FishAway
Steers Holdings Ltd
0.2
0.2
0.2
-

7-Eleven
Ito-Yokado Co Ltd
0.2
0.2
-
-

Fontana Famous
X'Ceptional Food Pty Ltd
0.1
0.1
0.2
-

    Roastery






Mikes Kitchen
King Consolidated
0.1
0.1
0.1
-


Holdings Ltd





Fishmonger
The Original Fishmonger
0.1
0.1
0.2
-


Holdings (Pty) Ltd





Brazilian Coffee
Steers Holdings Ltd
-
-
0.3
-

House of Coffees
Steers Holdings Ltd
-
-
0.5
-

Market Café
Steers Holdings Ltd
-
-
0.1
-

Whistle Stop
Steers Holdings Ltd
-
-
0.4
-

Wimpy
Steers Holdings Ltd
-
-
2.9
-

Others

62.2
61.4
64.3
64.9

Total

100.0
100.0
100.0
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

4.5
Leading Company Profile – Famous Brands Limited

Company background

Famous Brands Limited, formerly Steers Holdings Limited, has grown from a few steakhouses, takeaway outlets and a sauce and spice production unit into one of South Africa’s leading franchised quick service restaurant groups. George Halamandres, the founder of the group, introduced the steakhouse concept and franchising to South Africa. The company has since expanded successfully, both nationally and into other African countries.

The primary activity of Famous Brands Limited is that of an investment holding company within fast food franchising and distribution. The company operates three distinct divisions: Franchising, Manufacturing and Distribution, and Corporate Services. 

The franchising division is represented by burger, pizza, fish and café quick service restaurants, featuring the group’s brands: Steers, Wimpy, Debonairs Pizza, FishAway, Whistle Stop, Market Café, House of Coffees, Brazilian Coffee and ESP Illy Boutique. 

The Manufacturing and Distribution division consists of the Wholesale Business unit, comprising the Warehouse, Butchery, Bakery and Sauce/Spice production units. At the end of the review, the group has earmarked R34.7 million to be spent on modernising its meat processing, bakery and sauce production facilities Steers Retail products and Pouyoukas Foods are sold through supermarket chains.

The Corporate Services Division handles the company's corporate functions, namely corporate finance, which includes information technology and legal services, human resources, quality assurance, group procurement and facilities management. Manufacturing and distribution accounted for approximately 75% of its revenues, franchising 19% and corporate services 6%. 

Famous Brands Limited is well established in quick service restaurants. The company’s leading brand, Steers, has successfully maintained its leadership position within fast food burgers and its strength has been based on its product offerings, for which it has won numerous awards, as well as strong marketing strategies that have seen healthy growth rates through franchising. Steers, which had a total of 296 outlets in South Africa in 2004, is expected to re-enter the drive-thru market in 2005. There are currently 10 drive-thru outlets operating in South Africa and having fine-tuned the concept, the company is poised to expand this part of its network. 

Wimpy is another leading brand in South Africa, owned by Famous Brands Limited, which falls into the burger FSR sector. This brand was acquired from the Pleasure Foods Group in 2003 and had a total of 368 outlets in 2004. Famous Brands Limited plans to market the innovation of the brand by launching a new menu and by catering to healthier appetites. 

Another important brand for Famous Brands Limited is Debonairs Pizza, which was the leader in 100% home delivery/take away in 2004 with a total of 167 outlets. The youth market is considered important in terms of growth, and specific strategies to attract and retain this segment are being introduced. In order to meet the growing demand for convenience from South Africans, Debonairs Pizza plans to pioneer a “call-and-collect” drive-thru option. Furthermore, aggressive expansion strategies are in place in an attempt to grow the existing franchise network to include shopping malls, service station forecourts and airport departure lounges.

Famous Brands Limited broadened its product portfolio when it acquired the business of Creative Coffee Franchise Systems (Pty) Ltd in 2003, adding the House of Coffees, Brazilian Coffee and ESP Illy Boutique to its group of brands. In the same year, Famous Brands Limited also acquired Market Café from the Pleasure Foods Group. This meant entry into a growing coffee market for the company. 

The Whistle Stop brand was one more acquisition Famous Brands Limited made from the Pleasure Foods Group in 2003. Whistle Stop was the first brand on the transient routes with Shell. Although a stable brand, growth has been limited to the number of outlets under Shell Ultra City name. The main strategy is to work with Shell to increase the number of Whistle Stop sites at strategic Shell suburban sites, allowing growth for the group in convenience FSR.

FishAway, which was originally a joint venture with Ocean Basket, allowed the group to enter the niche fast food fish subsector and in 2004 had a total of 33 outlets in South Africa. The main strategy is to expand the brand into high profile shopping centres, and also as an additional offering within existing Steers franchises which have excess floor space. This multi-brand approach is designed to cater for the growing demand for convenience by offering a wider range of choice for customers within the same unit.

In 2002 Famous Brands signed a licence agreement with the US Atlanta-based AFC International, hoping to roll out Church’s Chicken stores in South Africa and 18 other African countries over five years. This was designed to gain a foothold in chicken fast food, which represented 43% of the fast food sector in 2004. However, a year after launching 12 stores in South Africa at a cost of R5 million, the group abandoned the project as consumers did not take to the taste profile of the product. The group will, however, continue to honour its obligation to existing franchise partners but it has no intention of expanding the network.

These new and diverse brands led management to adopt the more accurate name of Famous Brands for the group as of 2004 and the company’s aim is to be a world class integrated food and beverage company by 2008. Furthermore, in terms of market positioning, the two acquisitions in 2003 pushed the company into first position ahead of Yum! Brands Inc and Spur Corporation. Famous Brands Limited plans to open another 90 units across its brand portfolio during 2005, and by maximising on the trend towards convenience and quality home-meal replacement, the group foresees strong potential for organic growth from existing restaurants.

Summary 2
Famous Brands Limited : Company Factfile 2004

	Company name and status:
	Famous Brands Limited

	Parent company:
	Famous Brands Limited

	Country of origin:
	South Africa

	Consumer foodservice sectors:
	Cafés/bars, FSR, Fast food, 100% home delivery/takeaway

	Major consumer foodservice brands:
	Steers, Wimpy, Debonairs Pizza, Whistle Stop, FishAway, House of Coffees, Brazilian Coffee


Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Recent news

During 2004 the company more than doubled its number of fast food outlets, making it the largest franchiser in Africa. Famous Brands Limited plans to open 489 more stores by 2010, representing an investment of up to R489 million and creating about 9,700 jobs.

The focus of the company is to provide its customers with convenience, while offering high quality products through its various brands. Convenience-focused service offerings include home delivery, drive-through options, prime locations and multi branding under one roof. In terms of demand for authenticity and good value, the company’s brands are widely recognised as good quality and attract strong local consumer support. Steers was voted the best burger in 2004 (for the eighth year in a row) while Debonairs was voted best pizza four years in a row and Wimpy best breakfast and kids party venue. 

The two acquisitions in 2003 of brands from Creative Coffee Franchise Systems (Pty) Ltd and the Pleasure Foods Group launched the company’s expansion into the cafés/bars and FSR (burger and convenience) sectors, thereby significantly boosting the group’s earnings. At the end of the review, the group bought fresh fruit juice maker Trufruit and ice cream maker Baltimore Foods.

In terms of business recognition, Famous Brands was awarded Franchisor of the Year for the Debonairs brand in 2000 and 2001 by FASA. In 2001 the company came 13th in the Gemini Consulting and Brait Growth Awards in terms of turnover, EPS and shareholder return.

Summary 3
Famous Brands : Summary of Key Events 2000-2004

	2000
	Debonairs Pizza named FASA Franchisor of the Year

	2001
	Debonairs Pizza named FASA Franchisor of the Year. Company came 13th in the Gemini Consulting and Brait Growth Awards

	2002
	Debonairs Pizza voted best pizza and Steers voted best burger and chips

	2003
	Shares in Creative Coffee Franchise Systems acquired in June, adding House of Coffees, Brazilian Coffee and ESP Illy Boutique to its brands; Pleasure Foods also acquired, bringing with it the Wimpy, Whistle Stop and Market Café brands

	2004
	Steers Holdings Limited renamed Famous Brands Limited


Source:
Company Information, Business Report, Trade interviews

Financial summary

Famous Brands Limited performed well over 2004. This was mainly due to a good macro environment experienced over the year, characterised by low food inflation and low interest rates, which translated into enhanced disposable income for consumers. Furthermore, the relatively high demand for convenience and the growing trend to replace meals in the home provided the context for good results for the group. 

Gross revenue for 2004 increased 24.3% to R362.9 million. Net income after taxation increased by 47.2% to R24 million. Operating profit improved 69.8% to R40.8 million compared to R24 million in 2003, while headline earnings per share of 38.2 cents reflect a 47% increase, up 26 cents on 2003. 

Summary 4
Famous Brands Limited : Operational Indicators 2004

	Financial year end:
	February 2004

	System wide sales 2004, R million
	1,800 

	% change over 2003
	38.4

	Net Earnings 2004, R million
	24 

	% change over 2003
	47.2

	Number of units per major brand (2004):
	Steers (296), Wimpy (368), Debonairs Pizza (167), Whistle Stop (34), Fish Aways (33), House of Coffees (33), Brazilian (21), ESP Illy Boutique (2)

	Number of Employees
	560


Source:
Company Information, Trade Interviews

4.6
Leading Company Profile – King Consolidated Holdings (Pty) Ltd

Company background

King Consolidated Holdings Limited (Kingco) is a South African company listed on the JSE and is the holding company of companies involved primarily in:

The establishment, development and operation of franchised FSR, pubs and fast food outlets, operating under the trade names Saddles, Bimbos, Keg and McGinty’s and under Master Licensing agreements. Dockside Porterhouse forms part of King Consolidated Food Services (Pty) Ltd.

The processing, storing, wholesaling and distribution of value-added food products to the restaurant, hotel and catering industries operating under the name Lusitania Food Products (Pty) Ltd. This division is considered to be one of South Africa’s largest distributors of seafood, and comprises a seafood-processing plant and a network of depots and trucks in Hermanus. The central kitchen processes and supplies approximately one quarter of the group’s food requirements, thereby retaining control over the quality of food production to ensure consistent standards at a relatively low cost.

King Consolidated Holdings experienced financial difficulties at the end of 2000 when the company moved from an attributable profit of R301,000 in August 2000 to an attributable loss of R998,000. Around 62% of the net operating loss was due to foreign exchange fluctuations incurred when the company was settling its offshore loans. The loans were obtained by the previous board to fund KingCo’s expansion programme in Australia, which was finally closed down in 2004. However, the return to profitability has been slow and arduous and is not expected until 2006, showing the resilience of the foodservice company and the dedication of management to take it out of the red. 2004 was a year of consolidation and the division contributed to increased advertising costs for franchisees in order to create additional brand awareness through television advertising.

Summary 5
King Consolidated Food Services (Pty) Ltd : Company Factfile 2004

	Company name and status:
	King Consolidated Food Services (Pty) Ltd

	Parent company:
	King Consolidated Holdings Limited

	Country of origin:
	South Africa

	Consumer foodservice sectors:
	FSR and Fast food

	Major consumer foodservice brands:
	Saddles, Bimbos and Keg 


Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Recent news

Saddles was established in 1980 and by 2004 had 34 units. These are located in 6 of the 9 provinces in South Africa with most of the restaurants located in the Western Cape region. The brand is positioned as a value-for-money family restaurant with a western theme. Part of its marketing strategy is to attract customers through promotional campaigns aimed at both children and adults. Saddles also runs a children’s club, which entitles its members to a free meal on their birthday and various ongoing promotions such as a gift after every ten meals purchased.

Bimbos was opened in the early 1970s, and was one of the first food franchising chains to open 24 hours a day. However, it was not until 1981 that the first franchise store was opened and by 2004 had grown to 55 units. During 2001, Bimbos went through some management restructuring and an image building campaign. In addition to this, agreements were reached with Engen petrol stations to open micro stores within the Engen convenience store, ‘Quickshop’, the main synergy here being that they were both established buy and go retailers operating 24 hours a day. Compared to full scale Bimbos stores, these micro stores had attractive low cost startup costs, around 50% less. The brand focused its expansion within South Africa and has grown its main product offering of burgers to include in pitta bread.

Keg opened its first outlet in August 1990, and by 2004 was represented in South Africa, Zimbabwe, Botswana and Mauritius. However, it was not as successful in Australia, and that particular division was closed down in 2004. Styled along the lines of an English pub, outlets retain individual appeal and are aimed at the more mature, upmarket customer. In 2004 there were 36 restaurants, located in six of the nine regions of South Africa, with the majority of outlets in the Gauteng and KwaZulu Natal regions.  

At the end of the review, the Keg brand upgraded its image to reflect a more modern and contemporary look and feel, revamping its restaurants and bars whilst retaining the core values which made the brand a household name. The move away from the traditional English pub allowed the brand to be more flexible in its food and beverage offering and add a new dimension of energy and excitement, concentrated on in-store promotions and entertainment. The Keg Café was launched to allow the group to enter the coffee market; however by 2004 company owned only two units in the Durban area and wants to see how these fair before further investment is made.

Summary 6
King Consolidated Food Services (Pty) Ltd : Summary of Key Events 2000-2004

	2000
	The company experiences financial difficulties in August

	2001
	Agreement reached with Engen to open Bimbos Fast Food

	2002
	Keg Restaurant & Bar repositioned for more upscale market

	2003
	N/a

	2004
	Launch of Keg Café


Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Financial summary

In 2004, the Group’s turnover was down by 1% on the previous year, standing at R203 million. The group recorded a profit of R512,889 before exceptional items, which arose from a loss on discontinued operations resulting from the closure of the Australian division, compared to a loss of R5.5 million the previous year.

Summary 7
King Consolidated Food Services (Pty) Ltd : Operational Indicators 2004

	Financial year end:
	February 2004

	System wide sales 2004, R million
	352.9 

	% change over 2003
	5

	Net Earnings 2004, R
	69 

	% change over 2003
	N/a

	Number of units per major brand (2004):
	Saddles (34), Bimbos (55) and Keg (36)

	Number of Employees
	


Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Note: 
Net Earnings figures are before taxation

4.7
Leading Company Profile – Mugg & Bean Franchising (Pty) Ltd

Company background

Mugg & Bean Franchising (Pty) Ltd was established in 1996 by Ben Filmalter at the Victoria & Alfred Waterfront in Cape Town and its first franchise opened in 1999. By 2004 it had grown to 70 fully operational stores in South Africa with two in the UK, four in the United Arab Emirates, one in Botswana and another in Namibia. KwaZulu-Natal experienced the fastest growth of new stores in the country since 2001. Year on year, on a same-store basis, turnover in the province has also been the highest.

Mugg & Bean aims to generate volume through the promise of high-quality coffee and food in a relaxed atmosphere, filling a growing market need for upmarket fast casual dining. Although the brand is coffee themed, its actual coffee sales made up less than 25% of overall revenue at the end of the review.

In the local market a 240m² store will cost R1.4 million to kit out, a bill which the franchisee needs to foot. The franchisee also pays a joining fee of R75,000, a monthly 6% of turnover as a franchise fee and 2% of turnover as a contribution to marketing.

Summary 8
Mugg & Bean Franchising (Pty) Ltd : Company Factfile 2004

	Company name and status:
	Mugg & Bean Franchising (Pty) Ltd

	Parent company:
	Mugg & Bean Franchising (Pty) Ltd

	Country of origin:
	South Africa

	Consumer foodservice sectors:
	Cafés/bars

	Major consumer foodservice brands:
	Mugg & Bean


Source:
Company information, Business Report, Hotel & Restaurant, Trade interviews

Recent news

In October 2004, Mugg & Bean extended its product range to include retail stores that offer a selection of gourmet products under the brand name the Mugg & Bean Depot. The Mugg & Bean Depot stores offer locally manufactured products, such as gourmet coffees, teas, jams and marmalades, olive oils and vinegars, relishes and pickles, confectionery and kitchen apparel as well as hampers for personal and corporate gifts. The stores are initially set up in close proximity to the larger Mugg & Bean mall franchises and, at a later stage, are available to independent franchises and, in time, will export South African produced products to the Mugg & Bean outlets internationally.

In the same year, the Mugg & Bean franchise group appointed Red Rocket Design & Advertising, creative brand and design specialists, to look after the ongoing corporate branding and design requirements for the overall brand; above- and below-the-line advertising; all retail packaging; as well as special ad-hoc projects. 

During 2003, Mugg & Bean restaurants signed a deal with M-Web, an internet service provider in South Africa, to pilot the provision of cable-free Internet access to the public. Four restaurants in Johannesburg, Cape Town and Durban were used as test markets for the wireless Internet access. It is available free to M-Web users, and in 2004 the cost for non-members was R50 per hour. This has resulted in an increasing number of business people using the facilities on a regular basis. During January 2004 a total of 16,700 minutes were surfed and these figures have been growing at a steady rate. 

Mugg & Bean provided 500,000 Automobile Association (AA) members with loyalty cards, which entitled all AA consumers to 5% cash back at any Mugg & Bean outlet.

The company was awarded FASA’s Brand Builder of the Year in 2003.

In 2000 Mugg & Bean won FASA’s annual Newcomer of the Year Award for Excellence in Franchising.

Negotiations are under way for 36 store licences for Saudi Arabia and three stores for Kuwait and a further store in Dubai. The heavy investment in the Middle East is fitting with the Mugg and Bean concept, as it has a strong shopping centre culture.

A licence agreement for 80 stores has been concluded in the UK. Expansion into Europe is being looked into through licensing deals in Germany for 20 stores and six licences were recently acquired in the Republic of Ireland. 

Summary 9
Mugg & Bean Franchising (Pty) Ltd : Summary of Key Events 2000-2004

	2003
	Agreement with M-Web to establish wi-fi access. Brand Builder of the Year Award

	2004
	Appointment of Red Rocket Design & Advertising to manage brand. Mugg & Bean Depot Retail Stores planned 


Source:
Company information, Business Report, Hotel & Restaurant, Trade interviews

Financial summary

In the absence of published financial information, system-wide sales were estimated to be R205.9 million in 2004. However, coffee sales made up less than 25% of overall revenue. This is due to the growing demand for good quality food and fast service in a casual setting.

Summary 10
Mugg & Bean Franchising (Pty) Ltd : Operational Indicators 2004

	Financial year end:
	2004

	System wide sales 2004, R million
	205.9 

	% change over 2003
	15

	Net Earnings 2004
	N/a

	% change over 2003
	N/a

	Number of units per major brand (2004):
	70

	Number of Employees
	N/a


Source:
Company information, Business Report, Trade interviews

4.8
Leading Company Profile – Spur Corporation

Company background

The first Golden Spur Steak Ranch was opened in 1967 in Newlands, Cape Town as a family-orientated sit-down restaurant. In early December 1990, the first Panarotti’s Pizza restaurant was opened in Tygervalley Centre in Cape Town. The Spur Corporation also owns Kelsey’s Grill & Fish, which opened in December 1998 and which, by 2004, was running two restaurants in the Cullinan Hotels in Cape Town and Johannesburg.

By 2004 the group had grown to 195 Spur Steak Ranches, 45 Panarotti’s Pizza restaurants and 2 Kelsey’s Grill & Fish outlets in South Africa. The Spur Corporation has also been successful through franchises abroad, with approximately 23 Spur Steak ranches and 6 Panarotti’s outlets, and plans for further expansion are under way.

The Spur Group first listed on the JSE Stock Exchange in 1986. In 1999 a major restructuring was undertaken, to bring in capital for expansion and to offer management and staff share incentives, while allying the Spur Group with black empowerment group Siphumelele Investments. Spur Corporation was born from this alliance, allowing the company to become more streamlined, with management controls improving each year, in turn strongly boosting commitment and productivity, both vital for a leading service industry player.

The Spur Corporation has four Central Kitchen operations in place for the manufacture and warehousing of supplies in Cape Town, Johannesburg, Durban and Port Elizabeth. This has enabled the company to formulate a group purchasing strategy to leverage substantial purchasing power. It ensures availability and delivery of supplies, and enhances cost-effectiveness. 

In addition, centralised buying tends to improve the quality of goods, while the advanced, integrated in-store information system assists the franchisee in managing those areas of business that are critical to the profitability of his investment. This is done most specifically through inventory management, forecasting, labour and product planning modules. 

Summary 11
Spur Corporation : Company Factfile 2004

	Company name and status:
	Spur Corporation

	Parent company:
	Spur Corporation

	Country of origin:
	South Africa

	Consumer foodservice sectors:
	FSR

	Major consumer foodservice brands:
	Spur Steak Ranches, Panarotti’s Pizza


Source:
Company information, Business Report, Trade interviews, Euromonitor International

Recent news

During the 2004 financial year, improved performance was mainly achieved through organic growth, with like-for-like turnover growth at 14%. During this period, 10 Spur Steak Ranches and five Panarotti’s outlets were opened in South Africa. In addition, three Spurs were relocated and a further 33 revamped to new specifications incorporating the new décor of the brand and allowing for the enlargement of outlets, which has contributed towards substantial growth in revenue. 

The Spur brand attracted increased interest from the emerging middle-income sector, particularly in Gauteng, which helped the group gain market share. Ten Spur Steak Ranches won national and regional awards during the prestigious annual South African Grainfed Beef/Chateau Libertas Steakhouse of the Year Awards 2004, which boosted customers’ perceptions of the brand. 

On the international front, three new Spur Steak Ranches were opened in Tanzania (Dar-es-Salaam), Mozambique (Maputo) and the UK (Wandsworth) in 2004, bringing the total number of outlets abroad to 24 Spurs and six Panarotti’s. While investors welcomed the overseas expansion, management continued to view strong growth in the South African consumer foodservice market as a key indicator of the group’s strength and business success. Overseas expansion continues to be cautious and based on joint ventures with partners who closely understand and monitor local conditions.

The Spur Corporation acquired 60% of the John Dory’s Fish and Grill franchise in November 2004 for R5.5 million. John Dory’s has seven outlets in KwaZulu-Natal, and the group plans to roll out franchised stores nationally, thereby broadening its stake in the seafood restaurant sector.

Spur Corporation streamlined its IT systems in order to improve communication between head office and franchisees. The distribution system was also centralised in order to deliver products to the franchisees through a one-stop delivery and this is expected to be fully functional by March 2005.

In terms of marketing ventures, the group established the largest children’s club in the country with nearly one million members on its database, which is a valuable tool for strategic planning. The company’s Kids Secret Tribe website was also given a new look, and a free kiddies e-mail system was promoted.  The children promotions, with upmarket toy offerings, continue to be successful. These factors helped to consolidate the company’s position at the forefront of the sit-down family restaurant sector.

The company is committed to management and staff training, and the Spur Training College in Bloemfontein was established in 2001. Programmes are in place to ensure there are equal opportunities for employees from disadvantaged backgrounds and the company is committed to achieving demographic representation in its workforce. 

Summary 12
Spur Corporation : Summary of Key Events 2000-2004

	2001
	Spur Training College established

	2002
	Spur Steak Ranch opened in Namibia

	2003
	Spur Steak Ranch opened in Botswana 

	2004
	Spur Steak Ranches opened in Tanzania, Mozambique and the UK


Source:
Company information, Business Report, Trade interviews

Financial summary

During the period under review, the Corporation continued to experience buoyant retail trading conditions. Market factors such as low interest rates, the strong Rand, low inflation and increased consumer disposable income have provided the platform for the Group to produce a solid set of results.

In 2004, turnover advanced by 16% on 2003, reaching R181 million, whilst operating profit reached R50.2 million, up by 38% on the previous year. Headline earnings grew by 36%, to reach R37.2 million before taxation. The Group’s strong cash flow and reserves enabled it to increase distribution to shareholders by 43%.

Summary 13
Spur Corporation : Operational Indicators 2004

	Financial year end:
	June 2004

	System wide sales 2004, R million 
	1,460 

	% change over 2003
	13.1%

	Net Earnings 2004, R million 
	37.2 

	% change over 2003
	36 

	Number of units per major brand (2004):
	Spur (245) and Panarotti’s (42)

	Number of Employees
	179


Source:
Company information, Trade interviews

5.
CAFES/BARS

5.1
Sector Performance

2004 Headlines

The number of cafés/bars units increased by almost 4% in 2004, while the number of transactions grew by nearly 9%. Value sales rose by 13% in current terms, to stand at R7.5 billion. South Africans enjoy meeting up in cafes and bars on social occasions with friends and family and the increase in disposable incomes has boosted the demand in this sector. Furthermore, cafes/bars are increasingly offering more affordable alternatives to FSR in their food offerings, allowing South Africans to go out on a more regular basis in a relaxed atmosphere. 

Premium bars experienced the highest growth rates in transactions and values, increasing by 10% and 20% respectively. Although starting from a relatively low base compared to the other sectors, growth in premium bars is due to the increased level of tourism along with a growing number of high income earners in the urban areas of South Africa. 

Average sales per outlet in cafes/bars increased by 5% in 2004. This was mainly due to the increase in value due to the growing trend amongst South Africans to meet up in cafes/bars for both social and business occasions, while outlets situated in key social locations were favourably situated to take advantage of increased tourism. Furthermore, the higher prices charged in specialist coffee shops and premium bars helped boost value growth. 

Most cafés/bars have a limited food offering. However, due to the success of fast food outlets in South Africa, cafes/bars outlets have been increasing their food offering to cater for middle to high income earners who wish to have a quick meal/snack in a more relaxed environment. They have tended to focus on healthier options for light meals and salads, which is of growing concern amongst higher income groups, thereby increasing the value of food sales which stood at 28% of total sales in 2004.

Chained cafés/bars

The chained sector only represented 3% of units in 2004. Chained coffee shops experienced strong growth in terms of the number of units, transactions and value sales, boosting their share. The leader, Mugg & Bean, accounted for 70 units in 2004 with 17% value share, followed by Dulce Continental Café which had 56 units, representing 14% value share and House of Coffees which had 33 units. 

Although Mugg & Bean is a coffee themed brand, its success is based on filling a growing market need for upmarket fast casual dining. Chained formats are expected to grow as domestic players tend to produce successful formats which have adopted brand management techniques, such as Mugg & Bean and House of Coffees. Furthermore, an increase in the number of foreign chains is expected in the lead up to the football world cup in 2010 as they seek to establish themselves in an economy which is transforming and revealing its growth potential.

Famous Brands Limited broadened its product portfolio and entered the growing coffee market when it acquired Creative Coffee Franchise Systems (Pty) Ltd in 2003, adding House of Coffees, Brazilian Coffee and ESP Illy Boutique to its portfolio of brands. In the same year, Famous Brands Limited also acquired Market Café from the Pleasure Foods Group. 

Independent cafés/bars

In South Africa, cafes/bars is still dominated by independents, representing 97% of cafés/bars in 2004. The traditional unit is family or individually owned and located within a town, city or shopping development. Coupled to this is the fact that South Africans tend to have a preference for their local bar or cafe. 

Specialist coffee shops

Specialist coffee shops posted growth rates of 17% in terms of units, 32% with respect to transactions and 72% for value over the review period. This is mainly due to the fact that this is an emerging and rapidly growing market in urban areas of South Africa and the higher prices charged in these specialist establishments explains the high value growth.

Forecast performance

Strong growth is expected in cafes/bars in the forecast period, with units, transactions and value predicted to rise by 17%, 55% and 115% respectively. The outlook for the economy is very strong, thanks to new investment in South Africa and increasing tourism numbers, which will positively affect the consumer foodservice market. Furthermore, the opening of new units ahead of the FIFA Football World Cup in 2010 in the cafes/bars sector should boost growth at the end of the forecast period.

Table 14
Cafés/Bars by Subsector: Units 1999-2004

outlets


1999
2000
2001
2002
2003
2004

Other cafés/bars
9,399
9,612
9,868
10,197
10,604
11,013

Cafés/bars
10,214
10,444
10,725
11,083
11,523
11,965

Specialist coffee shops
815
832
857
886
919
952

- Premium bars
1,387
1,438
1,495
1,552
1,612
1,684

- Bars
3,882
3,915
3,945
3,973
4,052
4,113

- Coffee shops
4,130
4,259
4,428
4,672
4,940
5,216

Source:
Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 15
Cafés/Bars by Subsector: Transactions 1999-2004

Mn transactions


1999
2000
2001
2002
2003
2004

Other cafés/bars
52.8
55.2
56.9
62.3
68.2
74.4

Cafés/bars
58.4
61.1
63.0
68.9
75.2
81.8

Specialist coffee shops
5.6
5.9
6.2
6.6
7.0
7.4

- Premium bars
7.9
8.4
8.9
9.4
10.5
11.5

- Bars
21.4
22.4
22.2
25.4
27.8
30.2

- Coffee shops
23.5
24.4
25.7
27.5
29.9
32.6

Source:
Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 16
Cafés/Bars by Subsector: Value 1999-2004

R million


1999
2000
2001
2002
2003
2004

Other cafés/bars
3,129.2
3,701.0
4,202.0
5,056.4
6,091.2
6,934.9

Cafés/bars
3,449.0
4,052.9
4,596.9
5,516.7
6,602.2
7,484.4

Specialist coffee shops
319.8
351.9
394.9
460.3
511.0
549.5

- Premium bars
430.2
514.0
617.0
784.4
986.2
1,179.9

- Bars
1,365.0
1,656.0
1,844.0
2,185.0
2,606.0
3,036.0

- Coffee shops
1,334.0
1,531.0
1,741.0
2,087.0
2,499.0
2,719.0

Source:
Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 17
Cafés/Bars by Subsector: % Volume Growth 1999-2004

% volume growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Other cafés/bars
3.9
3.2
17.2

Cafés/bars
3.8
3.2
17.1

Specialist coffee shops
3.6
3.2
16.8

- Premium bars
4.5
4.0
21.4

- Bars
1.5
1.2
6.0

- Coffee shops
5.6
4.8
26.3

Source:
Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 18
Cafés/Bars by Subsector: % Transaction Growth 1999-2004

% transaction growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Other cafés/bars
9.0
7.1
40.9

Cafés/bars
8.8
7.0
40.1

Specialist coffee shops
6.5
5.7
32.0

- Premium bars
10.1
7.9
46.0

- Bars
8.5
7.1
41.1

- Coffee shops
9.0
6.8
39.1

Source:
Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 19
Cafés/Bars by Subsector: % Value Growth 1999-2004

% value growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Other cafés/bars
13.9
17.3
121.6

Cafés/bars
13.4
16.8
117.0

Specialist coffee shops
7.5
11.4
71.8

- Premium bars
19.6
22.4
174.3

- Bars
16.5
17.3
122.4

- Coffee shops
8.8
15.3
103.8

Source:
Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 20
Global Brand Owner Shares of Chained Cafés/Bars 2001-2004

% value 

Company
2001
2002
2003
2004

Famous Brands Ltd
-
-
-
17.8

Mugg & Bean Franchising (Pty) Ltd
20.0
19.4
18.3
17.1

Dolce Milkwood Pty Ltd
13.8
13.5
13.5
13.5

Four News Development Group
9.3
9.1
9.1
9.0

    (Pty) Ltd





Rayhas Investment Co
6.6
6.0
5.7
5.7

Greenfields Café Holdings (Pty)
4.9
4.6
4.3
4.7

    Ltd





Coffee at Burgundy Franchise
5.4
5.0
4.9
4.6

    (Pty) Ltd





King Consolidated Holdings Ltd
-
-
-
0.4

Creative Coffee Inc
15.1
15.0
-
-

Pleasure Foods Group CC
1.8
1.9
-
-

Steers Holdings Ltd
-
-
17.4
-

Others
23.2
25.4
26.7
27.3

Total
100.0
100.0
100.0
100.0

Source:
 Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 21
Brand Shares of Chained Cafés/Bars 2001-2004

% value

Brand
Global Brand Owner
2001
2002
2003
2004

Mugg & Bean
Mugg & Bean Franchising
20.0
19.4
18.3
17.1


(Pty) Ltd





Dulce Continental
Dolce Milkwood Pty Ltd
13.8
13.5
13.5
13.5

    Café & Espresso Bar






House of Coffees
Famous Brands Ltd
-
-
-
9.1

News café
Four News Development
9.3
9.1
9.1
9.0


Group (Pty) Ltd





Brazilian Coffee
Famous Brands Ltd
-
-
-
6.3

Stones
Rayhas Investment Co
6.6
6.0
5.7
5.7

Greenfields Café
Greenfields Café
4.9
4.6
4.3
4.7


Holdings (Pty) Ltd





Coffee at Burgundy
Coffee at Burgundy
5.4
5.0
4.9
4.6


Franchise (Pty) Ltd





Market Café
Famous Brands Ltd
-
-
-
2.4

Keg Café
King Consolidated
-
-
-
0.4


Holdings Ltd





House of Coffees
Creative Coffee Inc
9.0
9.0
-
-

Brazilian Coffee
Creative Coffee Inc
6.1
6.0
-
-

Market Café
Pleasure Foods Group CC
1.8
1.9
-
-

Brazilian Coffee
Steers Holdings Ltd
-
-
6.3
-

House of Coffees
Steers Holdings Ltd
-
-
9.1
-

Market Café
Steers Holdings Ltd
-
-
2.0
-

Others

23.2
25.4
26.7
27.3

Total

100.0
100.0
100.0
100.0

Source:
 Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 22
Forecast Sales in Cafés/Bars by Subsector: Units 2004-2009

outlets


2004
2005
2006
2007
2008
2009

Other cafés/bars
11,013
11,343
11,652
11,986
12,413
12,882

Cafés/bars
11,965
12,325
12,670
13,044
13,515
14,025

Specialist coffee shops
952
982
1,018
1,058
1,102
1,143

- Premium bars
1,684
1,738
1,798
1,854
1,922
2,000

- Bars
4,113
4,155
4,184
4,218
4,298
4,435

- Coffee shops
5,216
5,450
5,670
5,914
6,193
6,447

Source:
 Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 23
Forecast Sales in Cafés/Bars by Subsector: Transactions 2004-2009

Mn transactions


2004
2005
2006
2007
2008
2009

Other cafés/bars
74.4
81.3
88.9
96.1
103.4
115.4

Cafés/bars
81.8
89.4
97.7
105.7
114.0
126.8

Specialist coffee shops
7.4
8.1
8.8
9.5
10.6
11.4

- Premium bars
11.5
12.5
13.5
14.4
15.6
17.0

- Bars
30.2
32.5
34.5
36.8
39.5
44.4

- Coffee shops
32.6
36.3
41.0
44.9
48.4
54.0

Source:
 Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 24
Forecast Sales in Cafés/Bars by Subsector: Value 2004-2009

R million


2004
2005
2006
2007
2008
2009

Other cafés/bars
6,934.9
8,168.1
9,555.5
10,852.5
12,526.3
15,000.1

Cafés/bars
7,484.4
8,788.3
10,259.7
11,664.1
13,485.8
16,108.2

Specialist coffee shops
549.5
620.2
704.2
811.6
959.4
1,108.0

- Premium bars
1,179.9
1,383.9
1,593.0
1,842.5
2,161.9
2,539.7

- Bars
3,036.0
3,481.7
3,996.4
4,572.0
5,209.3
6,428.1

- Coffee shops
2,719.0
3,302.5
3,966.0
4,438.1
5,155.1
6,032.4

Source:
 Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 25
Forecast Sales in Cafés/Bars by Subsector: % Volume Growth 2004-2009

% volume growth


2004-09 CAGR
2004/09 TOTAL

Other cafés/bars
3.2
17.0

Cafés/bars
3.2
17.2

Specialist coffee shops
3.7
20.1

- Premium bars
3.5
18.8

- Bars
1.5
7.8

- Coffee shops
4.3
23.6

Source:
 Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 26
Forecast Sales in Cafés/Bars by Subsector: % Transaction Growth 2004-2009

% transaction growth


2004-09 CAGR
2004/09 TOTAL

Other cafés/bars
9.2
55.2

Cafés/bars
9.2
55.0

Specialist coffee shops
8.8
52.7

- Premium bars
8.2
48.0

- Bars
8.0
47.1

- Coffee shops
10.6
65.3

Source:
 Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

Table 27
Forecast Sales in Cafés/Bars by Subsector: % Value Growth 2004-2009

% value growth


2004-09 CAGR
2004/09 TOTAL

Other cafés/bars
16.7
116.3

Cafés/bars
16.6
115.2

Specialist coffee shops
15.1
101.6

- Premium bars
16.6
115.2

- Bars
16.2
111.7

- Coffee shops
17.3
121.9

Source:
 Hotel & Restaurant, Food Review, Trade interviews with leading foodservice operators, Euromonitor International

6.
FULL-SERVICE RESTAURANTS (FSR)

6.1
Sector Performance

2004 Headlines

In South Africa, FSR comprised 9,270 units in 2004, increasing by 6% on 2003. In terms of transactions and value sales, FSR rose by 10% and 15% respectively on 2003, indicating a strong increase in average sales per unit. 

The variety of FSR in South Africa grew strongly over the review period on the back of a healthy economy and relatively higher employment, especially among women. The number of office workers eating out greatly increased, especially as more women entered the labour force, with less time to prepare food at home. Furthermore, changes in lifestyles and higher disposable incomes per household also contributed to this growth in FSR, and by the end of the review period dining out was becoming more popular amongst South Africans. FSR has also been positively affected by the increasing number of tourists visiting the country.

The highest growth subsector in 2004 was family FSR, in terms of transactions and value. Units increased by 10% while transactions were up by 16% and value by 26% over the 2003/2004 period. This is mainly due to changing lifestyles, with an increasing number of women in the workplace, both parents working, or single parent households. Therefore, spending time with the family is often convenient at FSR, which are geared towards families and offer good value.

Chained full-service restaurants

Chains represented 15% of FSR in South Africa in 2004. However, chained units are growing more rapidly than independents and over the review period chains increased by 43%, while value rose by 115.9 percentage points. This is mainly due to the success of franchising in the country as this offers entrepreneurs the possibility of investing in well known brands which have proven management tools with strong marketing support. 

Furthermore, high levels of unemployment increase the appeal of franchising, as it allows entrepreneurs to become self employed, and the practice is therefore being supported by the government as a measure to tackle unemployment while at the same time benefiting the hospitality industry, which is increasingly important for tourism growth in the country. 

Independent full-service restaurants

The majority of FSR in South Africa are independently run and there were 7,838 units in 2004, representing 85% of the total. However, in terms of transactions and value, independents only represented 56% and 55% respectively. This is mainly due to the still large number of FSR which are managed by individuals who do not have strong professional restaurant management experience as well as antiquated decor and basic food menus. These are gradually losing ground to chained restaurants, which tend to enjoy economies of scale and better marketing and food management practices.

Pizza full-service restaurants

The number of units of pizza FSR increased by 56% between 1999 and 2004, while transactions grew by 100%. Leading pizza brands include Panarotti’s Pizza and St Elmos, which each accounted for 1.9% and 1.3% of FSR respectively in 2004. Thanks to an improved product offering mix and strong marketing, value increased by 295% over the review period, reaching R889.1 million in 2004. Strong performance was mainly due to the emergence of attractive restaurants and an increase in the number of customers relatively new to this cuisine experience.

Burger/breakfast full-service restaurants

The number of units of burger/breakfast FSR grew by 42% over the review period to 3,195 in 2004, while transactions rose by 51% over the same period. Current value grew by 174% between 1999 and 2004. The most popular brand in this subsector is Wimpy, which is owned by Famous Brands Limited. The Wimpy brand held 29% of the value share for FSR in 2004, and was nominated the best breakfast and kids’ party venue that year. In addition, helped by the increase in disposable incomes, some new burger FSR have increased the number of transactions and value sales thanks to the opening of units where family and kids can celebrate birthday parties.

Family full-service restaurants

Family FSR gained in popularity over the review period. Units increased by 72% while transactions were up by 106% and value by 246%, and average sales per outlet grew by 100% over the review period. Higher household incomes and the rising number of women in the workplace have resulted in a larger percentage of the population eating out in FSR. The attractions which family FSR offer to busy couples/parents and single parent households, coupled with the pressures of busy lifestyles and the need to spend quality time together as a family, have resulted in increased popularity of family FSR. 

Fish full-service restaurants

Fish FSR saw units increase by 30%, transactions were up by 47% and value grew by 122% over the review period. Ocean Basket and Fishmonger are popular local brands. Fish FSR value sales were boosted by an increase in the number of customers, especially from the tourist segment. In the main urban areas of Johannesburg, Cape Town and Durban, a good number of specialised fish restaurants have been established to cater for high income earners and European tourists.

Mexican full-service restaurants

Mexican FSR saw strong growth in units over the review period, up by 79%, while transactions rose by 120% and value by 211%. The main reason for this is the very low base. Latin American themes are still relatively new in South Africa, thus the Mexican wave of restaurant is just beginning to emerge in the food service sector. Mexican food, in combination with light beer and margarita drinks, is becoming increasingly popular in South Africa.

Pub food concept full-service restaurants

Pub food in terms of units rose by 35%, while transactions and value increased by 61% and 168% respectively during the review period. Chains such as Keg and O’Hagans were the leaders in this subsector in 2004. Pub food FSR is well established in South Africa. Despite some financial difficulties at the end of 2000 at Kings Consolidated Holdings, the parent company of the Keg chain, sales managed to hold well and later increase as a result of new pub decor, refurbishment and menus, which helped to attract customers from a wider age range. 

Steakhouse full-service restaurants

Steakhouse FSR is a well established subsector in South Africa but it is far from mature in terms of growth and there is still room for expansion, especially for international chains. The review period saw units growing by 9% and transactions by 5%. Value sales rose strongly by 20%, mainly due to the growth of upmarket steakhouses offering high quality premium meat cuts as well as a wider range of premium wines. At the middle and family oriented end, brands such as Spur Steak Ranches, Saddles, BJ’s and Cattle Baron led this subsector. Most chains refurbished their outlets, and improved menus and service over the review period, boosting the number of customers.

Forecast performance

As the economy continues to experience growth and the FSR sector modernises in South Africa, it is expected that international chains will open more units, contributing to overall sector growth over the forecast period. The FIFA World Football Cup in 2010 will help boost the number of FSR units ahead of the championship; these are expected to grow by 36%, while transactions will see a rise of 63% over the forecast period. Value will see strong growth as higher disposable income will boost sales, especially in the premium segment. 

The increased popularity of foreign cuisines, thanks to food programmes on TV and increased travelling, will also contribute to future growth as South Africans experience new tastes. Tourism will be a major factor, especially in helping to grow FSR. Mexican FSR will continue to rise from a low base, seeing units and transaction growth of 86% and 109% respectively over the forecast period, while value will rise by 135% over the same period.

Table 28
FSR by Subsector: Units 1999-2004

outlets


1999
2000
2001
2002
2003
2004

Full-service restaurants
7,143
7,473
7,873
8,286
8,784
9,270

Casual dining - full-
823
859
901
939
979
1,014

    service restaurants







Other full-service
6,561
6,818
7,131
7,496
7,930
8,360

    restaurants







- Mexican
24
26
29
33
38
43

- Pub food concept
809
846
895
955
1,021
1,091

- Steakhouse
2,708
2,746
2,798
2,853
2,898
2,952

- Family
176
196
221
245
275
303

- Fish
597
625
655
688
736
776

- Burger/breakfast
2,247
2,379
2,533
2,722
2,962
3,195

Pizza full-service
582
655
742
790
854
910

    restaurants







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 29
FSR by Subsector: Transactions 1999-2004

Mn transactions


1999
2000
2001
2002
2003
2004

Full-service restaurants
37.8
40.7
44.4
47.3
51.6
56.5

Casual dining - full-
5.2
5.6
6.0
6.4
6.8
7.3

    service restaurants







Other full-service
33.4
35.7
38.7
40.7
43.8
47.7

    restaurants







- Mexican
0.1
0.1
0.1
0.2
0.2
0.2

- Pub food concept
7.0
7.5
8.5
9.1
10.3
11.2

- Steakhouse
10.0
10.4
10.8
10.3
9.9
10.4

- Family
2.1
2.3
2.7
3.1
3.7
4.3

- Fish
2.8
3.0
3.3
3.5
3.8
4.1

- Burger/breakfast
11.5
12.3
13.3
14.4
15.9
17.4

Pizza full-service
4.4
5.0
5.8
6.6
7.7
8.9

    restaurants







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 30
FSR by Subsector: Value 1999-2004

R million


1999
2000
2001
2002
2003
2004

Full-service restaurants
2,382.0
2,721.9
3,117.4
4,025.7
4,458.9
5,143.5

Casual dining - full-
340.2
384.4
435.0
558.5
601.0
680.5

    service restaurants







Other full-service
2,156.9
2,432.4
2,741.4
3,503.3
3,731.9
4,254.4

    restaurants







- Mexican
6.2
8.0
10.5
13.4
16.0
19.3

- Pub food concept
348.0
428.0
537.0
644.0
802.1
932.3

- Steakhouse
1,039.0
1,099.9
1,127.2
1,506.7
1,236.8
1,248.2

- Family
108.2
132.5
164.6
221.0
296.0
374.4

- Fish
221.0
262.0
309.0
368.0
425.0
491.0

- Burger/breakfast
434.5
502.0
593.2
750.2
956.0
1,189.3

Pizza full-service
225.1
289.5
376.0
522.4
727.0
889.1

    restaurants







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 31
FSR by Subsector: % Volume Growth 1999-2004

% volume growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Full-service restaurants
5.5
5.4
29.8

Casual dining - full-service restaurants
3.6
4.3
23.2

Other full-service restaurants
5.4
5.0
27.4

- Mexican
13.2
12.4
79.2

- Pub food concept
6.9
6.2
34.9

- Steakhouse
1.9
1.7
9.0

- Family
10.2
11.5
72.2

- Fish
5.4
5.4
30.0

- Burger/breakfast
7.9
7.3
42.2

Pizza full-service restaurants
6.6
9.4
56.4

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 32
FSR by Subsector: % Transaction Growth 1999-2004

% transaction growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Full-service restaurants
9.6
8.4
49.4

Casual dining - full-service restaurants
7.6
6.9
39.3

Other full-service restaurants
8.8
7.4
42.6

- Mexican
14.3
17.1
120.2

- Pub food concept
8.7
10.0
61.1

- Steakhouse
5.5
0.9
4.5

- Family
15.8
15.5
105.7

- Fish
7.6
8.0
47.1

- Burger/breakfast
9.4
8.6
51.3

Pizza full-service restaurants
14.5
14.9
100.4

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 33
FSR by Subsector: % Value Growth 1999-2004

% value growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Full-service restaurants
15.4
16.6
115.9

Casual dining - full-service restaurants
13.2
14.9
100.1

Other full-service restaurants
14.0
14.6
97.2

- Mexican
20.3
25.4
210.5

- Pub food concept
16.2
21.8
167.9

- Steakhouse
0.9
3.7
20.1

- Family
26.5
28.2
245.9

- Fish
15.5
17.3
122.2

- Burger/breakfast
24.4
22.3
173.7

Pizza full-service restaurants
22.3
31.6
295.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 34
Global Brand Owner Shares of FSR 2001-2004

% value 

Company
2001
2002
2003
2004

Famous Brands Ltd
-
-
-
14.8

Spur Corp
11.2
10.7
10.5
10.4

King Consolidated Holdings Ltd
3.7
3.6
3.9
3.3

Ocean Basket Group
1.9
1.7
1.8
1.8

Krugkor Pty Ltd
1.8
1.6
1.7
1.6

Cotoco Supply Chain Management
-
-
1.6
1.6

    (Pty) Ltd





St Elmos Trading Pty Ltd
1.3
1.0
1.4
1.3

Weir-Smith Holdings
1.0
10.3
1.0
1.0

Squires Food (Pty) Ltd
-
-
-
1.0

Cattle Baron Franchising Co
0.5
0.8
0.7
0.8

Kerbyn 133 (Pty) Ltd
-
-
-
0.6

Famous Butchers Grill Franchise
0.4
0.3
0.3
0.4

    Pty Ltd





Pleasure Foods Group CC
17.2
15.4
-
-

Tsebo Outsourcing Group
1.5
1.4
-
-

The Original Fishmonger
0.5
0.6
0.8
-

    Holdings (Pty) Ltd





Steers Holdings Ltd
-
-
15.0
-

Others
59.0
52.4
61.5
61.5

Total
100.0
100.0
100.0
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 35
Brand Shares of FSR 2001-2004

% value

Brand
Global Brand Owner
2001
2002
2003
2004

Wimpy
Famous Brands Ltd
-
-
-
13.0

Spur Steak Ranches
Spur Corp
9.6
9.2
8.6
8.5

Panarotti's Pizza
Spur Corp
1.7
1.5
1.8
1.9

Saddles
King Consolidated
1.7
1.8
1.9
1.9


Holdings Ltd





Whistle Stop
Famous Brands Ltd
-
-
-
1.8

Ocean Basket
Ocean Basket Group
1.9
1.7
1.8
1.8

Dros
Krugkor Pty Ltd
1.8
1.6
1.7
1.6

BJ's
Cotoco Supply Chain
-
-
1.6
1.6


Management (Pty) Ltd





Keg Restaurant & Bar
King Consolidated
1.4
1.3
1.4
1.5


Holdings Ltd





St Elmos
St Elmos Trading Pty Ltd
1.3
1.0
1.4
1.3

O'Hagans
Weir-Smith Holdings
1.0
10.3
1.0
1.0

Fishmonger
Squires Food (Pty) Ltd
-
-
-
1.0

Cattle Baron
Cattle Baron
0.5
0.8
0.7
0.8


Franchising Co





Mikes Kitchen
Kerbyn 133 (Pty) Ltd
-
-
-
0.6

Famous Butchers Grill
Famous Butchers Grill
0.4
0.3
0.3
0.4


Franchise Pty Ltd





Wimpy
Pleasure Foods Group CC
15.3
13.5
-
-

Whistle Stop
Pleasure Foods Group CC
1.9
1.9
-
-

BJ's
Tsebo Outsourcing Group
1.5
1.4
-
-

Mikes Kitchen
King Consolidated
0.5
0.5
0.6
-


Holdings Ltd





Fishmonger
The Original Fishmonger
0.5
0.6
0.8
-


Holdings (Pty) Ltd





Whistle Stop
Steers Holdings Ltd
-
-
1.8
-

Wimpy
Steers Holdings Ltd
-
-
13.2
-

Others

59.0
52.4
61.5
61.5

Total

100.0
100.0
100.0
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 36
Forecast Sales in FSR by Subsector: Units 2004-2009

outlets


2004
2005
2006
2007
2008
2009

Full-service restaurants
9,270
10,186
10,673
11,200
11,845
12,601

Casual dining - full-
1,014
1,095
1,125
1,151
1,183
1,229

    service restaurants







Other full-service
8,360
9,214
9,655
10,138
10,713
11,398

    restaurants







- Mexican
43
48
54
61
69
80

- Pub food concept
1,091
1,146
1,202
1,267
1,321
1,384

- Steakhouse
2,952
3,487
3,613
3,737
3,892
4,125

- Family
303
332
365
397
431
476

- Fish
776
811
854
893
946
1,005

- Burger/breakfast
3,195
3,390
3,567
3,783
4,054
4,328

Pizza full-service
910
972
1,018
1,062
1,132
1,203

    restaurants







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 37
Forecast Sales in FSR by Subsector: Transactions 2004-2009

Mn transactions


2004
2005
2006
2007
2008
2009

Full-service restaurants
56.5
62.0
69.2
75.9
82.3
92.2

Casual dining - full-
7.3
7.8
8.6
9.2
9.8
10.7

    service restaurants







Other full-service
47.7
52.4
57.6
63.0
68.3
76.3

    restaurants







- Mexican
0.2
0.3
0.3
0.3
0.4
0.5

- Pub food concept
11.2
12.5
14.1
15.4
16.7
18.8

- Steakhouse
10.4
11.1
11.7
12.5
13.2
14.1

- Family
4.3
4.7
5.6
6.2
7.1
8.1

- Fish
4.1
4.4
4.9
5.3
5.8
6.5

- Burger/breakfast
17.4
19.4
21.0
23.3
25.1
28.5

Pizza full-service
8.9
9.6
11.6
13.0
14.0
15.8

    restaurants







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 38
Forecast Sales in FSR by Subsector: Value 2004-2009

R million


2004
2005
2006
2007
2008
2009

Full-service restaurants
5,143.5
6,180.2
7,344.5
8,698.6
9,973.8
12,063.7

Casual dining - full-
680.5
810.2
951.8
1,100.4
1,245.7
1,476.6

    service restaurants







Other full-service
4,254.4
5,145.8
6,040.9
7,136.1
8,164.1
9,905.9

    restaurants







- Mexican
19.3
24.0
28.2
34.1
41.8
52.5

- Pub food concept
932.3
1,138.3
1,426.4
1,709.9
1,921.5
2,359.1

- Steakhouse
1,248.2
1,598.0
1,702.3
2,063.8
2,309.2
2,757.6

- Family
374.4
442.4
575.7
676.6
815.6
987.2

- Fish
491.0
558.0
663.0
757.0
872.0
1,083.2

- Burger/breakfast
1,189.3
1,385.1
1,645.4
1,894.7
2,203.9
2,666.3

Pizza full-service
889.1
1,034.4
1,303.6
1,562.6
1,809.8
2,157.8

    restaurants







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 39
Forecast Sales in FSR by Subsector: % Volume Growth 2004-2009

% volume growth


2004-09 CAGR
2004/09 TOTAL

Full-service restaurants
6.3
35.9

Casual dining - full-service restaurants
3.9
21.2

Other full-service restaurants
6.4
36.3

- Mexican
13.2
86.0

- Pub food concept
4.9
26.9

- Steakhouse
6.9
39.7

- Family
9.5
57.1

- Fish
5.3
29.5

- Burger/breakfast
6.3
35.5

Pizza full-service restaurants
5.7
32.2

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 40
Forecast Sales in FSR by Subsector: % Transaction Growth 2004-2009

% transaction growth


2004-09 CAGR
2004/09 TOTAL

Full-service restaurants
10.3
63.1

Casual dining - full-service restaurants
7.9
46.3

Other full-service restaurants
9.9
60.2

- Mexican
15.9
109.4

- Pub food concept
10.9
67.5

- Steakhouse
6.2
35.0

- Family
13.7
89.8

- Fish
9.5
57.4

- Burger/breakfast
10.3
63.2

Pizza full-service restaurants
12.3
78.8

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 41
Forecast Sales in FSR by Subsector: % Value Growth 2004-2009

% value growth


2004-09 CAGR
2004/09 TOTAL

Full-service restaurants
18.6
134.5

Casual dining - full-service restaurants
16.8
117.0

Other full-service restaurants
18.4
132.8

- Mexican
22.2
172.6

- Pub food concept
20.4
153.0

- Steakhouse
17.2
120.9

- Family
21.4
163.7

- Fish
17.1
120.6

- Burger/breakfast
17.5
124.2

Pizza full-service restaurants
19.4
142.7

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

7.
FAST FOOD

7.1
Sector Performance

2004 Headlines

The fast food sector had the highest value sales in the South African foodservice industry over the review period. Units increased by 9% over the 2003/2004 period. Transactions were up by 15% and value rose by 19% to stand at R8 billion in 2004. Average sales per outlet in 2004 reached R1.3 million, an increase of 9% on the previous year. 

This sector has been greatly affected by the increase in the number of women in the workforce and the decline in the preparation of food in the home. Busier lifestyles have led to an increasing number of consumers buying fast food as it is convenient and time saving, while higher disposable incomes means that fast food it more accessible to the general population. In addition, the steady penetration of the fast food sector into previously disadvantaged parts of the population has contributed to a rise in consumer foodservice transactions in line with the opening of new units in these areas and in the overall sales of fast food.

In terms of value growth in 2004, the Middle Eastern fast food subsector saw the strongest growth, increasing by 32%, to reach R69.4 million. This is due to the fact that it comes from a very low base. However, the increase in popularity is mainly amongst urban high income earners. 

Bakery products

During the review period, bakery fast food units experienced significant growth of 37% to reach 1,245 units in 2004. This makes it the second largest fast food subsector, accounting for 21% of unit volume, declining marginally from 22% in 1999. Transactions in bakery products experienced slower growth of 15% and an increase of 20% in value sales, which in 2004 reached R896.1 million.

South Africans are increasingly moving towards snacking in city centres, specifically office workers, who have less time to spend eating at lunchtime and in the evening. Changes in working patterns led to a quite significant shift in the use and concept of time.  

Pie companies such as King Pie, Pie City and London Pie Company are very popular in South Africa and dominate bakery fast food outlets. To satisfy the growing demand for convenience from customers, King Pie dramatically expanded its product range, including meal deals and promotional offerings. 

South African consumers are becoming more health conscious, and consequently, healthier options such as Juicy Lucy, Sandwich Barron and the international brand, Subway, grew in popularity over the review period. This was reflected in the growing trend towards sandwich products and salads. This growth can also be attributed to consumers purchasing sandwiches during lunch breaks or en-route, as they do not have sufficient time to wait for meals to be freshly prepared.

Burgers

Burger fast food enjoyed strong performance over the review period, with the number of units growing by 45%. The number of transactions and values experienced faster growth of 86% and 132% respectively. Total value sales amounted to R1.8 billion in 2004. 

The South African brand Steers continued to dominate the burger sector, representing 53% of value sales in 2004. The brand’s strength is based on its product offerings, for which it has won numerous awards, as well as strong marketing strategies which have resulted in steady growth, particularly through franchising, an attractive option for entrepreneurs. McDonald’s has struggled to dominate the fast food sector due to the fact that South Africans tend to be loyal to local brands like Steers and Bimbos, while McDonald’s tends to appeal more to the younger generation. 

Chicken

The number of chicken fast food units increased by 42% during the review period, to stand at 1,286 in 2004. Transactions grew by 105%, while value sales rose by 165% over the same period. Chicken is the most popular fast food item in South Africa, accounting for 43% of fast food value sales in 2004, representing R3.5 billion. 

Chained operators invested in new sites and new locations. Activity in retail property development in the form of new shopping centres and city centre retail parks was high, and these offered a unique opportunity for fast food chain operators to secure excellent critical mass traffic using the franchise format as the main strategy for business development, for example KFC, Chicken Licken and Nando’s. 

Ice cream

In 2004, the number of units in ice cream showed strong growth, increasing by 7.5%, with transaction volume and current value sales growing by 9.5% and 11.5% respectively, to post a total of R113 million. This positive performance was boosted by the excellent weather conditions prevailing during the review period.

Despite the fact that, in South Africa, ice cream is still perceived by consumers as a refreshment rather than food, South Africans are consuming more and more ice cream. The leading player, Ola Milky Lane, has improved its product range, modernised its outlets and introduced new designs and décor. The brand is owned by Unilever PLC, which also owns Juicy Lucy, and the company plans to combine certain outlets in order to offer them as complimentary products. These innovations are increasingly appealing to the younger generation, who in turn respond positively. 

Fish

The number of fish units grew by 17% during the review period, to reach a total of 721 units in 2004. Similarly, transactions posted dynamic growth of 48%, while value sales rose by 118% to reach R833.8 million in 2004. The main reason behind this growth was the strong performance of chain units in the tourist sector. Dietary concerns also worked in favour of fish consumption among consumers. Popular brands Something Fishy, FishAway and Captain DoRego’s did particularly well in 2004.

Latin American

This is a relatively new subsector and as of yet there are no chains present in the South African market. The number of units grew by 129% over the review period to stand at 240 in 2004. Transactions and value grew strongly, increasing by 222% and 343% respectively. Mexican is the best known Latin American cuisine, followed by Argentinian. 

Middle Eastern

The number of units grew by 42% over the review period, to reach a total of 163 in 2004. Transactions increased by 181% while value was up by 284%. There are no chained outlets in this subsector in South Africa. Steady growth was mainly due to the search for new types of food among relatively high income earners. In addition, there are large numbers of South Africans living in the rich Gulf countries, which also helps to popularise Middle Eastern food. Moroccan and Lebanese cuisine are among the favourites.

Asian

The number of units increased by 48% over the review period, to stand at 74 in 2004. However, the number of units fell by 4% between 2003 and 2004. The reason for this was the closure of the Chop ‘n Wok units, apart from two which are now independently owned by two different owners. Transactions grew by 37% and value rose by 64%. There has always been a strong tradition of Chinese, Indian and Malasian cuisine, mainly due to the large ethnic groups living in South Africa. Newly arrived cuisines such as Thai and Vietnamese are becoming increasingly popular in cities such as Johannesburg, Pretoria, Cape Town and Durban.

Pizza fast food

The number of pizza fast food units increased by 64% over the review period to reach 228 in 2004. The number of transactions grew at a much slower rate of 14% while value was up by 43% over the same period. Pizza franchising has grown rapidly in South Africa as the economy modernises and integrates with the rest of the world, boosting sales and the number of outlets. The increase in disposable income positively impacted demand for pizzas from new customers and gave confidence to new entrepreneurs intending to become franchisees. 

Convenience stores

The number of units grew by 105% during the review period, to stand at 729 in 2004. Transactions and value grew strongly, increasing by 178% and 247% respectively. The rapid modernisation of the food retail and food service sector in South Africa is contributing to the strong growth of this format, boosting value sales as well as transactions. Petrol stations and the travel sector have seen rapid increases in the number of convenience stores.

Other fast food

The number of units increased by 107% over the review period, to reach 226 in 2004. Transactions were up by 102%, while value rose by 393%. Albeit from a low base, Japanese food, in the form of Sushi bars, has helped to boost this sector. In addition, dietary concerns and food trends are helping to boost value sales of this relatively expensive food type.

Forecast performance

The number of fast food outlets is expected to increase by 50% over the forecast period. Transactions should increase by around 97% and value by 127% by 2009. The healthy outlook for the economy in the coming years and the rapid integration of South Africa with the rest of the world will contribute to an increase in the number of outlets and types of cuisine in fast food. The FIFA Football World Cup in 2010 will also help boost the number of outlets towards the end of the forecast period. The positive outlook for disposable income, along with changes in working habits and the consequent need for convenience, will contribute to positive growth rates in terms of sales and transactions over the forecast period.

Table 42
Fast Food by Subsector: Units 1999-2004

outlets


1999
2000
2001
2002
2003
2004

Bakery products fast food
912
1,039
1,082
1,134
1,185
1,245

Other fast food
109
123
135
173
202
226

Fast casual dining
-
-
-
-
-
-

Fast food
4,067
4,390
4,668
5,038
5,492
5,989

Burger fast food
486
518
555
600
653
704

Chicken fast food
903
954
1,012
1,072
1,179
1,286

Ice cream fast food
275
286
300
322
347
373

Fish fast food
617
631
646
666
692
721

Latin American fast food
105
121
142
169
202
240

Middle Eastern fast food
115
122
130
140
151
163

Asian fast food
50
55
61
69
77
74

Pizza fast food
139
149
163
180
201
228

Convenience stores fast
356
392
442
513
603
729

    food







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 43
Fast Food by Subsector: Transactions 1999-2004

Mn transactions


1999
2000
2001
2002
2003
2004

Bakery products fast food
15.6
16.0
16.3
16.8
17.2
17.9

Other fast food
3.4
3.7
4.1
4.6
5.2
6.8

Fast casual dining
-
-
-
-
-
-

Fast food
113.4
124.2
137.8
157.0
178.3
204.4

Burger fast food
23.6
26.1
29.7
34.5
39.1
44.0

Chicken fast food
45.4
51.3
58.6
68.7
80.1
92.9

Ice cream fast food
2.6
2.7
2.8
2.9
3.2
3.5

Fish fast food
14.2
14.8
15.6
16.7
18.1
20.9

Latin American fast food
1.2
1.5
1.8
2.4
3.1
3.9

Middle Eastern fast food
0.6
0.6
0.8
1.0
1.2
1.6

Asian fast food
0.7
0.8
0.8
0.9
0.8
0.9

Pizza fast food
3.2
3.3
3.3
3.5
3.6
3.7

Convenience stores fast
3.0
3.5
4.1
5.1
6.7
8.4

    food







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 44
Fast Food by Subsector: Value 1999-2004

R million


1999
2000
2001
2002
2003
2004

Bakery products fast food
744.5
773.4
796.5
832.4
854.8
896.1

Other fast food
46.5
59.6
79.0
114.0
165.2
229.2

Fast casual dining
-
-
-
-
-
-

Fast food
3,646.8
4,127.6
4,708.9
5,678.1
6,789.1
8,096.0

Burger fast food
755.7
863.6
1,005.6
1,236.7
1,484.0
1,750.9

Chicken fast food
1,328.7
1,556.2
1,836.0
2,314.5
2,881.7
3,518.1

Ice cream fast food
71.3
77.1
82.9
91.2
101.7
113.4

Fish fast food
381.9
430.0
483.6
578.2
684.7
833.8

Latin American fast food
41.5
57.0
74.2
103.9
140.5
183.7

Middle Eastern fast food
18.1
22.8
29.0
39.2
52.5
69.4

Asian fast food
31.7
37.5
42.8
44.9
42.3
51.9

Pizza fast food
166.2
176.8
186.9
201.9
218.0
238.4

Convenience stores fast
60.8
73.5
92.5
121.1
163.7
211.1

    food







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 45
Fast Food by Subsector: % Volume Growth 1999-2004

% volume growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Bakery products fast food
5.1
6.4
36.5

Other fast food
11.9
15.7
107.3

Fast casual dining
-
-
-

Fast food
9.0
8.0
47.3

Burger fast food
7.8
7.7
44.9

Chicken fast food
9.1
7.3
42.4

Ice cream fast food
7.5
6.3
35.6

Fish fast food
4.2
3.2
16.9

Latin American fast food
18.8
18.0
128.6

Middle Eastern fast food
7.9
7.2
41.7

Asian fast food
-3.9
8.2
48.0

Pizza fast food
13.4
10.4
64.0

Convenience stores fast food
20.9
15.4
104.8

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 46
Fast Food by Subsector: % Transaction Growth 1999-2004

% transaction growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Bakery products fast food
3.6
2.8
14.5

Other fast food
31.6
15.0
101.5

Fast casual dining
-
-
-

Fast food
14.7
12.5
80.3

Burger fast food
12.6
13.2
86.2

Chicken fast food
16.0
15.4
104.7

Ice cream fast food
9.5
6.2
35.4

Fish fast food
15.4
8.1
47.6

Latin American fast food
23.6
26.4
222.4

Middle Eastern fast food
28.9
22.9
180.5

Asian fast food
14.7
6.5
37.0

Pizza fast food
2.8
2.7
14.4

Convenience stores fast food
25.7
22.7
177.6

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 47
Fast Food by Subsector: % Value Growth 1999-2004

% value growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Bakery products fast food
4.8
3.8
20.4

Other fast food
38.8
37.6
392.7

Fast casual dining
-
-
-

Fast food
19.3
17.3
122.0

Burger fast food
18.0
18.3
131.7

Chicken fast food
22.1
21.5
164.8

Ice cream fast food
11.5
9.7
59.1

Fish fast food
21.8
16.9
118.3

Latin American fast food
30.8
34.7
342.7

Middle Eastern fast food
32.2
30.9
283.7

Asian fast food
22.8
10.4
63.9

Pizza fast food
9.4
7.5
43.4

Convenience stores fast food
29.0
28.3
247.3

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 48
Global Brand Owner Shares of Fast Food 2001-2004

% value 

Company
2001
2002
2003
2004

Yum! Brands Inc
-
20.7
21.5
19.9

Famous Brands Ltd
-
-
-
10.2

Golden Fried Chicken Pty Ltd
5.3
6.1
5.8
6.0

Nando's Group Holdings Ltd
2.7
3.1
3.0
4.5

Mvelaphanda Groups Ltd
-
-
-
4.4

McDonald's Corp
4.4
4.1
3.5
3.0

Something Fishy Franchise Co Ltd
2.8
2.6
2.7
2.8

Pie City (Pty) Ltd
3.7
3.1
2.7
2.3

Unilever Group
-
-
2.0
1.8

King Consolidated Holdings Ltd
1.7
1.8
1.9
1.8

Mochachos Franchise Group
2.1
2.0
1.8
1.7

Pizza Perfect Group
2.3
2.0
1.7
1.5

London Pie Co (Pty) Ltd
2.2
1.9
1.6
1.4

Ngunu Trading (Pty) Ltd
-
-
-
0.7

Captain DoRego's Fast Foods &
0.6
0.6
0.6
0.7

    Fresh Fish (Pty) Ltd





Metro Cash & Carry Ltd
-
-
0.5
0.5

Hot Dog Café Franchise Pty Ltd
0.4
0.4
0.4
0.4

Sandwich Baron (Pty) Ltd
0.5
0.4
0.4
0.4

OK Franchise Co Ltd
0.1
0.1
0.1
0.1

Chop 'n' Wok Pty Ltd
0.4
0.2
0.0
0.0

Tricon Global Restaurants Inc
21.1
-
-
-

Steers Holdings Ltd
11.4
10.8
10.7
-

Rebserve Holdings Ltd
7.3
6.1
5.2
-

Milky Lane Franchise Group
1.5
1.3
-
-

Pleasure Foods Group CC
1.1
1.0
-
-

Ito-Yokado Co Ltd
0.6
0.5
-
-

X'Ceptional Food Pty Ltd
0.4
0.4
0.5
-

Others
27.4
30.6
33.1
36.0

Total
100.0
100.0
100.0
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 49
Brand Shares of Fast Food 2001-2004

% value

Brand
Global Brand Owner
2001
2002
2003
2004

KFC
Yum! Brands Inc
-
20.7
21.5
19.9

Steers
Famous Brands Ltd
-
-
-
9.5

Chicken Licken
Golden Fried Chicken
5.3
6.1
5.8
6.0


Pty Ltd





Nando's
Nando's Group Holdings Ltd
2.7
3.1
3.0
4.5

King Pie
Mvelaphanda Groups Ltd
-
-
-
4.4

McDonald's
McDonald's Corp
4.4
4.1
3.5
3.0

Something Fishy
Something Fishy
2.8
2.6
2.7
2.8


Franchise Co Ltd





Pie City
Pie City (Pty) Ltd
3.7
3.1
2.7
2.3

Bimbos
King Consolidated
1.7
1.8
1.9
1.8


Holdings Ltd





Mochachos Chicken
Mochachos Franchise Group
2.1
2.0
1.8
1.7

    Villages






Pizza Perfect
Pizza Perfect Group
2.3
2.0
1.7
1.5

London Pie Company
London Pie Co (Pty) Ltd
2.2
1.9
1.6
1.4

Ola Milky Lane
Unilever Group
-
-
1.1
1.0

Juicy Lucy
Unilever Group
-
-
0.9
0.8

FishAway
Famous Brands Ltd
-
-
-
0.7

Fontana Famous
Ngunu Trading (Pty) Ltd
-
-
-
0.7

    Roastery






Captain DoRego's
Captain DoRego's Fast
0.6
0.6
0.6
0.7


Foods & Fresh Fish






(Pty) Ltd





Friendly Seven Eleven
Metro Cash & Carry Ltd
-
-
0.5
0.5

Hot Dog Café
Hot Dog Café Franchise
0.4
0.4
0.4
0.4


Pty Ltd





Sandwich Barron
Sandwich Baron (Pty) Ltd
0.5
0.4
0.4
0.4

Sentra
OK Franchise Co Ltd
0.1
0.1
0.1
0.1

Chop 'n' Wok
Chop 'n' Wok Pty Ltd
0.4
0.2
0.0
0.0

KFC
Tricon Global
21.1
-
-
-


Restaurants Inc





Steers
Steers Holdings Ltd
10.7
10.1
10.0
-

King Pie
Rebserve Holdings Ltd
7.3
6.1
5.2
-

Milky Lane
Milky Lane Franchise Group
1.5
1.3
-
-

Juicy Lucy
Pleasure Foods Group CC
1.1
1.0
-
-

FishAway
Steers Holdings Ltd
0.7
0.7
0.7
-

7-Eleven
Ito-Yokado Co Ltd
0.6
0.5
-
-

Fontana Famous
X'Ceptional Food Pty Ltd
0.4
0.4
0.5
-

    Roastery






Others

27.4
30.6
33.1
36.0

Total

100.0
100.0
100.0
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 50
Forecast Sales in Fast Food by Subsector: Units 2004-2009

outlets


2004
2005
2006
2007
2008
2009

Bakery products fast food
1,245
1,303
1,370
1,439
1,503
1,581

Other fast food
226
254
283
319
350
389

Fast casual dining
-
-
-
-
-
-

Fast food
5,989
6,502
7,057
7,688
8,298
9,010

Burger fast food
704
752
812
871
923
968

Chicken fast food
1,286
1,390
1,511
1,668
1,794
1,957

Ice cream fast food
373
400
429
459
492
530

Fish fast food
721
745
769
798
821
847

Latin American fast food
240
279
315
361
409
458

Middle Eastern fast food
163
177
190
208
227
251

Asian fast food
74
83
93
102
114
134

Pizza fast food
228
260
294
329
371
422

Convenience stores fast
729
859
991
1,134
1,294
1,473

    food







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 51
Forecast Sales in Fast Food by Subsector: Transactions 2004-2009

Mn transactions


2004
2005
2006
2007
2008
2009

Bakery products fast food
17.9
18.6
19.5
20.5
21.4
23.1

Other fast food
6.8
8.3
11.1
14.2
19.0
25.4

Fast casual dining
-
-
-
-
-
-

Fast food
204.4
234.9
272.1
310.7
347.7
402.2

Burger fast food
44.0
50.2
56.9
62.7
71.2
79.0

Chicken fast food
92.9
108.1
127.3
147.3
159.7
184.0

Ice cream fast food
3.5
3.8
4.3
4.8
5.5
6.4

Fish fast food
20.9
23.3
25.6
29.0
31.9
35.8

Latin American fast food
3.9
4.9
5.8
7.0
8.6
10.3

Middle Eastern fast food
1.6
2.1
2.7
3.4
4.4
5.9

Asian fast food
0.9
1.1
1.4
1.7
2.1
2.8

Pizza fast food
3.7
3.9
4.1
4.4
4.6
4.9

Convenience stores fast
8.4
10.7
13.5
15.7
19.5
24.5

    food







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 52
Forecast Sales in Fast Food by Subsector: Value 2004-2009

R million


2004
2005
2006
2007
2008
2009

Bakery products fast food
896.1
931.2
961.8
1,005.4
1,053.0
1,120.6

Other fast food
229.2
305.8
424.7
572.9
806.6
1,135.9

Fast casual dining
-
-
-
-
-
-

Fast food
8,096.0
9,628.1
11,391.5
13,439.8
15,609.2
18,409.9

Burger fast food
1,750.9
2,047.5
2,405.9
2,846.5
3,283.1
3,755.4

Chicken fast food
3,518.1
4,303.1
5,156.6
6,101.7
6,975.1
8,137.3

Ice cream fast food
113.4
129.0
151.6
176.3
209.1
253.4

Fish fast food
833.8
976.1
1,125.0
1,329.5
1,527.4
1,785.2

Latin American fast food
183.7
242.8
302.4
375.6
471.6
582.5

Middle Eastern fast food
69.4
94.3
128.3
169.7
233.2
327.5

Asian fast food
51.9
64.9
85.6
106.5
135.5
179.8

Pizza fast food
238.4
255.5
289.7
310.3
337.3
374.1

Convenience stores fast
211.1
277.9
359.9
445.5
577.2
758.3

    food







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 53
Forecast Sales in Fast Food by Subsector: % Volume Growth 2004-2009

% volume growth


2004-09 CAGR
2004/09 TOTAL

Bakery products fast food
4.9
27.0

Other fast food
11.5
72.1

Fast casual dining
-
-

Fast food
8.5
50.4

Burger fast food
6.6
37.5

Chicken fast food
8.8
52.2

Ice cream fast food
7.3
42.1

Fish fast food
3.3
17.5

Latin American fast food
13.8
90.8

Middle Eastern fast food
9.0
54.0

Asian fast food
12.6
81.1

Pizza fast food
13.1
85.1

Convenience stores fast food
15.1
102.1

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 54
Forecast Sales in Fast Food by Subsector: % Transaction Growth 2004-2009

% transaction growth


2004-09 CAGR
2004/09 TOTAL

Bakery products fast food
5.3
29.2

Other fast food
30.1
273.4

Fast casual dining
-
-

Fast food
14.5
96.7

Burger fast food
12.4
79.5

Chicken fast food
14.6
98.1

Ice cream fast food
13.0
84.4

Fish fast food
11.3
71.1

Latin American fast food
21.8
168.1

Middle Eastern fast food
30.3
275.6

Asian fast food
25.3
208.8

Pizza fast food
5.9
32.9

Convenience stores fast food
23.8
190.8

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 55
Forecast Sales in Fast Food by Subsector: % Value Growth 2004-2009

% value growth


2004-09 CAGR
2004/09 TOTAL

Bakery products fast food
4.6
25.1

Other fast food
37.7
395.5

Fast casual dining
-
-

Fast food
17.9
127.4

Burger fast food
16.5
114.5

Chicken fast food
18.3
131.3

Ice cream fast food
17.4
123.4

Fish fast food
16.4
114.1

Latin American fast food
26.0
217.1

Middle Eastern fast food
36.4
371.8

Asian fast food
28.2
246.6

Pizza fast food
9.4
56.9

Convenience stores fast food
29.1
259.1

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

8.
100% HOME DELIVERY/TAKEAWAY

8.1
Sector Performance

2004 Headlines

100% home delivery/takeaway enjoyed positive growth over the 2003/2004 period. Units increased by 7%, transactions were up by 6% and value grew by 15%. Pizza continued to dominate the 100% home delivery/takeaway sector with units increasing by 5%, transactions rising by 2% and value growing by 9%. However, other 100% home delivery/takeaway also experienced strong growth, with units increasing by 9%, transactions also up by 9% and value by 22%.  

These positive performances were due to an improved economic scenario, which resulted in further investment in this sector, along with increased disposable income. Investment was also important in terms of new kitchen equipment, innovation in menus and improved delivery systems. Home delivery also introduced more marketing techniques along the lines of Europe and the US, which took the form of added benefit promotions, television and print advertising and colourful flyers.

Higher levels of disposable incomes and changing lifestyles led to an increase in the number of South Africans ordering home delivery. This was mainly the case in large urban areas such as Johannesburg, Pretoria, Durban and Cape Town. Due to convenience, customers often compliment their orders by purchasing extras such as desserts and beverages, thereby increasing the value of their orders. South Africans are increasingly more open to try new cuisines and tastes as well as drinks, which positively impacts other 100% home delivery/takeaway, such as Japanese, Thai, Mexican and Moroccan gastronomy.

Average value sales per outlet in 100% home delivery/takeaway increased by 8% in 2004. This was mainly due to the increase in value due to improvements in food offerings and increased spending on extra items such as beverages, desserts and side orders. The growth in other exotic cuisines such as Japanese food helped to boost value in this sector.  

Chained 100% home delivery/takeaway

Chained 100% home delivery/takeaway activity increased its share of the sector in terms of unit numbers over the review period, representing a slight majority of 57%. These outlets totalled 242 units in 2004, while chained units’ value share reached 52%. This was thanks to pizza chain expansion, which took place at the beginning of the review period. Debonairs Pizza was the main driver of growth for the sector, with 74% value share. This was mainly due to its strong market presence and economies of scale in marketing and logistics. 

Independent 100% home delivery/takeaway

Independent units were up 47% over the review period, with 184 units in 2004, representing 48% value share of the sector. As the economy consolidates, new breeds of entrepreneurs are investing in 100% home delivery/takeaway in small to medium sized businesses. This can be seen in the relatively high number of licences issued by local councils during last years of the review for foodservice businesses.

Pizza 100% home delivery/takeaway

The number of pizza 100% home delivery/takeaway units increased by 64% during the review period to reach 241 in 2004, while the number of transactions grew by 36% and value sales by 111% since 1999. Debonairs Pizza, which held 74% value share of this sector in 2004, was the main driver of growth. The success of the new chain, Scooters, which in 2004 enjoyed 24% value share, also helped to spur positive growth in this sector. 

Other

The number of units in other 100% home delivery/takeaway increased during the review period by 44%, while the number of transactions grew at a faster pace of 50.4% during the same period.  “Other” is characterised by niche operators focusing on ethnic food, such as Japanese, Latin American and Indian food. These niches are boosted in specific localities where both curiosity and genuine interest is supported by higher disposable income. 

Mr Delivery is a company, which over the review period grew in popularity in South Africa. The company offers customers the option of ordering from a variety of chained restaurants within the area in which they live and for a small fee delivers the orders to the customer’s home. The success of Mr Delivery helps explain the strong growth in other 100% home delivery/takeaway.

Forecast performance

During the forecast period, 100% home delivery/takeaway units are expected to register strong growth of 50%, to reach a total of 638 by 2009. Pizza units are expected to growth by 46% to reach 351 units, while others are expected to increase by 56%, reaching 287 units by 2009. This is due to the fact that 100% home delivery/takeaway is becoming more popular as more of the population has access to this sector, as well as higher disposable incomes and improved logistics and delivery systems. The convenience which this sector provides, bearing in mind the changing lifestyles among South African consumers, will be an important growth factor. 

Table 56
100% Home Delivery/Takeaway by Subsector: Units 1999-2004

outlets


1999
2000
2001
2002
2003
2004

Pizza 100% home
147
165
182
208
229
241

    delivery/takeaway







Other 100% home
128
136
145
156
169
184

    delivery/takeaway







100% home delivery/
275
301
327
364
398
425

    takeaway







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 57
100% Home Delivery/Takeaway by Subsector: Transactions 1999-2004

Mn transactions


1999
2000
2001
2002
2003
2004

Pizza 100% home
2.4
2.7
2.9
3.1
3.2
3.3

    delivery/takeaway







Other 100% home
2.1
2.2
2.4
2.6
2.8
3.1

    delivery/takeaway







100% home delivery/
4.5
4.9
5.2
5.7
6.1
6.4

    takeaway







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 58
100% Home Delivery/Takeaway by Subsector: Value 1999-2004

R million


1999
2000
2001
2002
2003
2004

Pizza 100% home
86.0
102.4
125.7
150.3
166.2
181.5

    delivery/takeaway







Other 100% home
72.9
82.7
97.0
116.3
138.2
168.9

    delivery/takeaway







100% home delivery/
158.9
185.1
222.7
266.6
304.4
350.4

    takeaway







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 59
100% Home Delivery/Takeaway by Subsector: % Volume Growth 1999-2004

% volume growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Pizza 100% home delivery/takeaway
5.2
10.4
63.9

Other 100% home delivery/takeaway
8.9
7.5
43.8

100% home delivery/takeaway
6.8
9.1
54.5

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 60
100% Home Delivery/Takeaway by Subsector: % Transaction Growth 1999-2004

% transaction growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Pizza 100% home delivery/takeaway
2.5
6.3
36.0

Other 100% home delivery/takeaway
9.3
8.5
50.4

100% home delivery/takeaway
5.6
7.4
42.6

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 61
100% Home Delivery/Takeaway by Subsector: % Value Growth 1999-2004

% value growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Pizza 100% home delivery/takeaway
9.2
16.1
111.1

Other 100% home delivery/takeaway
22.2
18.3
131.7

100% home delivery/takeaway
15.1
17.1
120.5

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 62
Global Brand Owner Shares of 100% Home Delivery/Takeaway 2001-2004

% value 

Company
2001
2002
2003
2004

Famous Brands Ltd
-
-
-
38.5

Scooters Pty Ltd
9.2
11.2
12.3
12.4

Butlers Pty Ltd
0.5
0.8
1.0
0.9

Steers Holdings Ltd
46.7
44.4
41.4
-

Others
43.6
43.6
45.4
48.2

Total
100.0
100.0
100.0
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 63
Brand Shares of 100% Home Delivery/Takeaway 2001-2004

% value

Brand
Global Brand Owner
2001
2002
2003
2004

Debonairs Pizza
Famous Brands Ltd
-
-
-
38.5

Scooters
Scooters Pty Ltd
9.2
11.2
12.3
12.4

Butlers
Butlers Pty Ltd
0.5
0.8
1.0
0.9

Debonairs Pizza
Steers Holdings Ltd
46.7
44.4
41.4
-

Others

43.6
43.6
45.4
48.2

Total

100.0
100.0
100.0
100.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 64
Forecast Sales in 100% Home Delivery/Takeaway by Subsector: Units 2004-2009

outlets


2004
2005
2006
2007
2008
2009

Pizza 100% home
241
263
285
309
327
351

    delivery/takeaway







Other 100% home
184
199
217
238
263
287

    delivery/takeaway







100% home delivery/
425
462
502
547
590
638

    takeaway







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 65
Forecast Sales in 100% Home Delivery/Takeaway by Subsector: Transactions 2004-2009

Mn transactions


2004
2005
2006
2007
2008
2009

Pizza 100% home
3.3
3.4
3.5
3.7
3.8
3.9

    delivery/takeaway







Other 100% home
3.1
3.4
3.7
4.1
4.5
5.0

    delivery/takeaway







100% home delivery/
6.4
6.8
7.2
7.8
8.3
8.9

    takeaway







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 66
Forecast Sales in 100% Home Delivery/Takeaway by Subsector: Value 2004-2009

R million


2004
2005
2006
2007
2008
2009

Pizza 100% home
181.5
201.6
229.9
251.6
273.5
304.3

    delivery/takeaway







Other 100% home
168.9
199.2
236.9
285.1
329.7
379.0

    delivery/takeaway







100% home delivery/
350.4
400.8
466.9
536.7
603.2
683.3

    takeaway







Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 67
Forecast Sales in 100% Home Delivery/Takeaway by Subsector: % Volume Growth 2004-2009

% volume growth


2004-09 CAGR
2004/09 TOTAL

Pizza 100% home delivery/takeaway
7.8
45.6

Other 100% home delivery/takeaway
9.3
56.0

100% home delivery/takeaway
8.5
50.1

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 68
Forecast Sales in 100% Home Delivery/Takeaway by Subsector: % Transaction Growth 2004-2009

% transaction growth


2004-09 CAGR
2004/09 TOTAL

Pizza 100% home delivery/takeaway
3.6
19.1

Other 100% home delivery/takeaway
9.9
60.2

100% home delivery/takeaway
6.8
38.9

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 69
Forecast Sales in 100% Home Delivery/Takeaway by Subsector: % Value Growth 2004-2009

% value growth


2004-09 CAGR
2004/09 TOTAL

Pizza 100% home delivery/takeaway
10.9
67.6

Other 100% home delivery/takeaway
17.5
124.4

100% home delivery/takeaway
14.3
95.0

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

9.
STREET STALLS/KIOSKS

9.1
Sector Performance

2004 Headlines

Street stalls/kiosks experienced positive growth over the 2003/2004 period. The number of units increased by 10% and value sales rose by 22%, while the number of transactions only increased by 1%. 

Foodservice street stalls/kiosks is dominated by drink sales, representing 71% in value terms in 2004, an increase of 1.2 percentage points on 1999. This is mainly due to the legal restrictions placed on selling food due to health and safety regulations, which prohibit the cooking of food in the open and which also closely monitor the handling of food.

In terms of location, street stalls/kiosks are principally stand-alone units, and these held a value share of 95% in 2004. However, this location lost some of its share to retail and travel outlets. This is mainly due to the renovation of transport locations during the review period and the entry of street stalls/kiosks into the retail sector. 

For example, The Metropolitan Trading Company (MTC) was established in Johannesburg to develop and maintain street markets and provide infrastructure for informal traders and taxi operators. At the time of writing, the company had overseen the development of three markets, Yeoville, Hillbrow and the Metro Mall, which have a combined capacity to accommodate almost 1,000 traders selling a variety of products geared to commuters. 

In terms of average sales per outlet, foodservice street stalls/kiosks on average earned R50,014.13 per outlet in 2004, an increase of 11% on 2003. This is mainly due to the convenience and cheaper prices which street stalls provide to city workers and commuters among the poorer segments of the population.

Independent street stalls/kiosks

In 2004, all foodservice street stalls/kiosks in South Africa were independently-owned, with the number of units growing by nearly 60% over the review period. Due to high unemployment in the country, the number of informal traders in the form of street stalls/kiosks has risen rapidly. The majority of street stall owners are women who operate near transport areas, mostly taxi ranks or stations situated on their own and in commercial areas. They are mostly considered to be survivalist traders, brought into the sector out of desperation rather than choice and making just enough money to survive. 

According to a study on street stalls by the University of South Africa and Pretoria Technikon, the most popular food items sold are maize porridge and meat, which is the staple diet of the lower income segments of the population.

Forecast performance

Street stalls/kiosks is forecast to experience slower growth, with the numbers of units and value expected to grow by 34% and 71% between 2004 and 2009. This will be due primarily to a clampdown by local government on unlicensed traders and food outlets which do not comply with basic hygiene requirements. Furthermore, street stalls/kiosks faces increased competition from fast food, cafés/bars and coffee shops, which are likely to be more in tune with consumers’ needs, while increases in disposable incomes will make these types of outlets more attractive than the traditional street stalls.

Table 70
Street Stalls/Kiosks by Subsector: Units 1999-2004

outlets


1999
2000
2001
2002
2003
2004

Street stalls/kiosks
28,349
30,304
33,278
36,921
41,106
45,301

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 71
Street Stalls/Kiosks by Subsector: Transactions 1999-2004

Mn transactions


1999
2000
2001
2002
2003
2004

Street stalls/kiosks
117.4
120.8
121.6
123.5
124.7
125.9

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 72
Street Stalls/Kiosks by Subsector: Value 1999-2004

R million


1999
2000
2001
2002
2003
2004

Street stalls/kiosks
1,068.0
1,267.0
1,429.0
1,585.0
1,851.0
2,265.7

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 73
Street Stalls/Kiosks by Subsector: % Volume Growth 1999-2004

% volume growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Street stalls/kiosks
10.2
9.8
59.8

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 74
Street Stalls/Kiosks by Subsector: % Transaction Growth 1999-2004

% transaction growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Street stalls/kiosks
1.0
1.4
7.2

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 75
Street Stalls/Kiosks by Subsector: % Value Growth 1999-2004

% value growth


2003/04
1999-04 CAGR
1999/04 TOTAL

Street stalls/kiosks
22.4
16.2
112.1

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 76
Forecast Sales in Street Stalls/Kiosks by Subsector: Units 2004-2009

outlets


2004
2005
2006
2007
2008
2009

Street stalls/kiosks
45,301
48,104
51,971
55,010
57,597
60,512

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 77
Forecast Sales in Street Stalls/Kiosks by Subsector: Transactions 2004-2009

Mn transactions


2004
2005
2006
2007
2008
2009

Street stalls/kiosks
125.9
127.8
128.9
130.6
131.9
133.7

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 78
Forecast Sales in Street Stalls/Kiosks by Subsector: Value 2004-2009

R million


2004
2005
2006
2007
2008
2009

Street stalls/kiosks
2,265.7
2,572.4
2,805.7
3,265.6
3,584.5
3,867.6

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 79
Forecast Sales in Street Stalls/Kiosks by Subsector: % Volume Growth 2004-2009

% volume growth


2004-09 CAGR
2004/09 TOTAL

Street stalls/kiosks
6.0
33.6

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 80
Forecast Sales in Street Stalls/Kiosks by Subsector: % Transaction Growth 2004-2009

% transaction growth


2004-09 CAGR
2004/09 TOTAL

Street stalls/kiosks
1.2
6.2

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

Table 81
Forecast Sales in Street Stalls/Kiosks by Subsector: % Value Growth 2004-2009

% value growth


2004-09 CAGR
2004/09 TOTAL

Street stalls/kiosks
11.3
70.7

Source:
Trade associations (Federal Hospitality Association of South Africa, Franchising Association of South Africa, Restauratn Association of South Africa, South African Tourism Services, Tourism Business Council South Africa), Trade press (Business Report, Restaurant Guide, Debonairs, Ocean Basket, Stones), Trade interviews, Euromonitor International estimates

