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Position – where is your bakery located in 
your overall store layout? Traditionally, most 
bakeries are placed towards the back of the 
store next to the other service departments. 
This usually works well, especially if you need 
to create staff access before trading hours 
to start baking before the store opens its 
doors to the customers. A separate door with 
dual keys (one for the baker and one for the 
security company) and a turnstile that allows 
only one way traffic are two good tools to use 
in this situation.

However, some innovative retailers, 
especially those located in high density areas 
or near office blocks, have positioned their 
bakery closer to the front of the store to 
allow easy and convenient access to shoppers 
short of time, but who still want to buy from 
a range of baked goods. Usually, delicatessen 
counters will also be in the same run as the 
bakery serving area to allow service staff to 
serve customers from both counters.

ovens, proofers, mixers and production tables 
required.

Equipment – once again, your equipment 
supplier is positioned to recommend the 
right equipment for your proposed range 
and production needs. A decision must also 
be made whether to use electricity or diesel 
or gas before ordering equipment. This will 
depend on what is available in your area, 
the likelihood of load shedding and your 
standby generator capacity and the cost of 
the alternative heat sources – get some expert 
advice on this matter. 

The next decision is the type of oven to be 
used. Will it be a rotary rack oven or a deck 
oven or a combination of both? Nowadays, 
rotary rack ovens produce excellent results for 
a variety of baked products. Let your supplier 
take you through the pros and cons of all 
equipment proposed. For example, the proper 
way to bake Portuguese rolls was on the floor 

Wherever you position your bakery within 
your store layout, always make sure that it 
will not be in the way of any future expansion. 
it can prove quite expensive to move heavy 
equipment around and break down dividing 
walls.

Size – a decision must be taken upfront 
about the current and future potential of the 
bakery in your overall store sales mix. Are you 
merely installing a ‘bake off’ area where frozen 
dough will be baked in small batches, or are 
you creating a ‘scratch bakery’ to produce 
a great variety of breads and confectionery? 
Once this decision is made, your best advice 
is normally available from your equipment 
supplier. They’re geared to design the total 
layout including the production flow for 
an efficient outcome. A ‘bake-off’ can be 
accommodated in as little as 50m2 but 
a  ‘scratch bakery’ requires anything from 
150m2 upwards depending on the number of 

A profitable department? 
It depends on how you run it

In-store bakeries are 
renowned for producing 
the best gross margin in 
supermarkets. But, this does 
not necessarily translate into 
net profit. The bottom line 
depends on many factors 
– from the staff you have 
selected to pricing, recipe  
and wastage control.
So what makes for a 
successful bakery? Innovation 
is very important, but if the 
basics are not right, your 
success will be limited. 
Here’s a check list of some 
of the most important 
considerations for developing 
a successful in-store bakery.
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of a deck oven, but modern rotary rack ovens 
can now produce similar results. 

If your production of both square 
‘government’ bread and bread rolls is going 
to be large, there is no doubt that rotary rack 
ovens are required as they deliver the volumes 
needed. 

Other ‘must haves’ include the correct 
mixers for bread and cake mixing, bun 
dividers, pastry sheeters and enough stainless 
steel tables to be able to produce the full 
range of products. 

Always separate the bread and confectionery 
production into separate areas as they require 
different skills and enough space to produce 
good results.

One area that is often neglected is the back-
up area in the bakery. Ensure you have enough 
space for your flour (normally on pallets) 
as well as all the bread and cake ingredients 
(normally on shelves). Adequate cold and 
freezer room space is also required to store 
fresh ingredients such as butter, cream, yeast, 
as well as frozen dough products bought 
in from external suppliers. There should be 
enough space in the cold room to put in a 
whole trolley with dough that has not been 
baked but needs retarding for a future bake.

Staffing – if we start with the production 
team, the first question to ask is, “Do I need 
bakers and confectioners or can the same 

nata (the Portuguese way) or proper rye bread 
(the German way). Premixes can be used, but 
nothing replaces original recipes produced 
by expert bakers who have tried various 
ingredients and baking temperatures. Many 
expats now live in South Africa and they are 
discriminating buyers of baked goods, but 
great supporters once they find their favourite 
bread or cake.

A new wave of bakery products that is now 
entering the country consists of Greek and 
Middle Eastern ranges from countries such 
as Israel, Lebanon, Turkey and the like. So, 
consider sourcing well-produced kandaifi or 
halva or kourabiethes or baklava for your 
customers. Your customers will love the 
selection as well as basic ranges of pita breads 
and wraps. 

Price and profitability – in bakery, the saying 
applies, “The quality is most important 
at the time of the bite; the price less so.” 

people do both?” The skills are notably 
different and large bakeries will need both 
specialists, while smaller ones may cope with 
the same person(s) to do both.

Bakers who claim to be able to perform both 
duties should be tested extensively as their 
experience may be limited to certain areas. 
The wrong staff in the production area can 
break a business. 

The team must meet with a responsible 
supervisor or manager every day to plan the 
production schedule for the day based on the 
time of the week, the weather, special orders, 
etc.

There is no need for the production team 
to work more than the prescribed 45 hours 
per week. Instead of overtime (and the 
consequent mistakes that will be made) it will 
pay to rather have a second shift come in, if 
the sales justify it.

Confectioners in charge of the production of 
morning goods and cake confectionery should 
be able to produce the full range required for 
a store operating extended hours within their 
normal 8 hour shift.

Selecting the counter sales team is also 
important. They must be presentable, literate 
and be able to interact well with the public. 
Some municipal departments of health do 
not allow the open display of fresh foods. 
This restricts shopper self-service access to 
the products and creates an added pressure 
point as every item must be served by a 
staff member wearing hand gloves with hair 
covered which slows the sales process. Where 
open display is allowed, the number of sales 
staff can be reduced. There is no doubt that 
sales from open self-serve displays are much 
higher than when goods are served from 
behind a counter.

Range – today’s modern supermarket bakeries 
are increasing their ranges dramatically in 
order to compete better with their peers.

The bread ranges have now expanded away 
from the conventional square loaf to include 
many artisan breads. These not only cater for 
a variety of expats in the area, but are also 
enjoyed by South Africans who have become 
more adventurous in their tastes and the way 
the dinner table looks. So, it is now common 
to find new and exciting breads such as 
French, rye, ciabatta, cheese, olive, rice, garlic 
and more in supermarket bakeries.

The confectionery range has also grown 
and it’s important that the correct method 
is used to produce speciality products such 
as croissants (the French way) or pasteis de 

l Generally, people are trying to 
eat less bread if not cutting it out all 
together.

l However in the rural area people 
are still eating white and brown bread 
with no slowdown in sight.

l Seeded breads with nuts, no sugar 
and lower salt are gaining popularity.

l Some 20% of the 8 – 10 LSM groups 
are looking for gluten free breads and 
this trend is moving into the urban 
black market as they are widely gluten 
intolerant. This is particularly true of 
those in the 8 – 10 LSM group.

l So, many people are switching to 
the likes of Pro-Vita,. At the same 
time wraps and Arabian flat breads are 
perceived healthier bread alternatives. 
Flat breads have no sugar, very little 
fat and no emulsifiers and may have 
natural preservatives.

HealtH 
trends 

and 
bakery

There’s a strong relationship between 
coffee and bakery products especially 
confectionery.

This is evidenced by a trend for 
independent bakeries to open 
with coffee shops. Checkers is one 
supermarket group that is following 
this trend by locating a coffee shop 
offering with their bakeries. A big 
advantage of this combo is that 
shoppers try bakery products in the 
coffee shop and then shop for them in 
the store to take home.

If there s no room for a sit down 
coffee offering a take out offering can 
boost the sales of sandwiches and 
morning goods.

Coffee 
sHops!
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Nevertheless, after pricing your bread and 
rolls at the appropriate competitive level, you 
can be quite creative when pricing the rest of 
the bakery range.

Self-service, pre-packed cakes should always 
be priced well for rapid sale, but the margin 
can be tweaked for items that are more 
complex and require service.

The margin to aim for in the bakery is 
40% as one must cover mark-downs and 
wastage that cannot be avoided. The first 
loss is always the best loss in a bakery and 
one should not be scared to ‘reduce to clear’ 
bakery products before they reach their 
sell-by date. A huge loss can occur through 
over-production and the consequent wastage 
that occurs; however, under-production 
can also create loss as more product could 
have been sold than planned. Staff must be 
encouraged to keep a record of the time of 
day the different lines are sold out, so that 
the production patterns can be tweaked 
appropriately.

It pays to watch the competition and to 
adjust prices a couple of times per year, as it 
is very easy to remain at the old prices when 
input costs (both materials and manpower) 
have increased.

Promotion
The bakery is a great place to use a variety of 
clever promotional ideas.

Starting from the KVI’s which must be 
well priced, highlighted with ticketing and 
advertised on a regular basis, the store’s 
promotional programme should cover 
both bread and cake confectionery to show 
shoppers the mouth-watering range available. 
Week-end specials work well for bakery 
counters and much can be done to promote 
them in-store with the judicious use of the 
PA system. 

Tasters are a must and should be 
encouraged every day of the week and not 
only for special occasions. How many people 
have tried your olive bread or the new muffin 
flavours just launched? “Try it, you’ll like it” 
is a phrase that can be used in a bakery ad 
infinitum. 

As can be seen, a bakery can be a very 
profitable and dynamic part of a store’s 
offer. It can even help create its reputation. 
However, lack of production control and 
wastage are two main enemies that can 
reduce the profit dramatically and even 
produce a loss. 

Happy baking!

What do you do if you want your 
bakery to be fully stocked at 5pm 
when your bakers go off at 4pm? If 
you bake up a storm before they go 
to fill the shelves you will end up with 
impossible wastages in the 20 – 25% 
range.

One solution is to switch to par 
baked product. You can get ciabatta, 
rye breads, seed breads, rolls and buns 
in this format. A staffer can then say 
to a customer wanting a particular 
product: “Please continue with your 
shopping and come back in eight 
minutes”. Then all they have to do 
is pop the par baked version of the 
requested product into the oven and it 
will be ready in eight minutes.

being 
fully 

stoCked 
vs. 

wastage

i
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When planning a new store, South African  
retailers have traditionally stuck to the 

“scratch” bakery approach which entails:

l About 150m2 to 300m2 of total space
l Capital expenditure exceeding R1,5 million
l Over 10 staff in the production area alone, 
of which some must be bread experts, and 
others confectionery specialists
l A large amount of space to store flour,  
pre-mixes and bread improvers
l Storage space for raw materials, ingredients, 
pre-baked goods and finished product
l Separate cold and freezer rooms

This trend to full scratch bakeries is not only 
peculiar to South Africa but also to other 
countries where labour costs are still afford-
able and the employment of many people still 
possible. The reality is that baking skills here, 
as elsewhere in the world, are declining at a 
fast pace and many people in the industry 
have told Supermarket & Retailer how difficult 
it is to find and keep good calibre bakery staff.

One retailer commented “Once I send 
my bakers for extra specialised training not 
only do they expect a substantial increase 
in salary but they also get poached by the 
competition.” This short -sighted opinion 
is not only wrong, but illustrates the lack of 
focus in skills development that the industry 
faces. What the retailer in question should 
rather be doing is to harness the skills of his 
newly-trained staff and incentivise them to 
produce better quality and better profits for 
the store in return for a just reward.

Traditionally, South African scratch bakeries 
(those producing most of their range from 
scratch) have the following purchasing ratio: 
50% of products produced in-house from 
original raw materials; 30%/20% of products 
sourced frozen or par baked; 20%/30% 
sourced from outside bakeries. Chain stores 
are now producing quite a range of product 
from their central bakeries while others have 
their bakery products privately labelled and 
supplied from preferred suppliers. And, of 
course, sliced bread is sourced from large 
bakery groups as the South African public 
enjoys the shelf life.

As the above costs and challenges continue 
to increase (not to mention energy costs) 
the time is ripe to look at our American and 
European colleagues and the learning curves 
they have gone through. At the recent IBIE 

Says Hannes Hotarek, managing director 
of Goosebumps, who supplies a wide range 
of frozen dough and confectionery products 
“Some of our customers produce up to 35% 
gross profit on our ranges and zero wastage, 
as they have turned their business into a fine 
art of ordering properly, issuing the correct 
stock daily and only baking their requirements 
without having to throw away over-production.  
Even equipment suppliers are now pro gram-
ming their proofers and ovens to cope with 
our product range and staff can produce good- 
looking and great tasting products at a flick of 
a switch.” The beauty of this approach is that, 
over and above the financial consider ations of 
less space and equipment, a lower level of skill 
is now required as sales people can be trained 
to bake off a range of products as and when 
required. Petrol station convenience stores are 
a good example of this.

It is obvious that there is still a need to 
balance the bakery’s production between 
what can be produced from scratch in-store 
and what can be outsourced. But it is evident 
that market forces, especially higher labour 
and capital equipment costs, will push the 
market towards a more economic, yet still 
profitable, model.

(International Baking Industry Exposition) 
conference, it was very obvious that the trend 
away from scratch bakeries is moving apace.

Retailers can now plan on a much smaller 
preparation area and a more economic invest-
ment (up to R700 000) and still achieve 
spectacular outcomes in their stores. But it 
all starts with the planning. “Get together 
with your equipment and product suppliers at 
the start of the process,” said one American 
retailer, “and you will be amazed how much 
you will save while still producing a big range 
of mouth-watering products. Your customers 
will still enjoy your bakery but your return on 
investment will be spectacular.”

As you plan your new store, consider allo-
ca ting a smaller area for the back-up of your 
‘new age’ bakery. Consult your equipment 
supplier on the best equipment to produce 
the best ranges. Limit your scratch products 
to some basic signature products that will 
make a name for your store. Talk to the many 
suppliers of par baked, chilled and frozen 
products now available and surprise yourself 
at the range and profitability available to you.
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