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Bakery is big business in South Africa, but 
at what price? With challenges mounting 

and fierce competition in both the retail and 
wholesale space, running a successful bakery takes 
forethought, innovation, and passion – not to 
mention time and resources. But where are we in 
the bakery landscape, and what is its future?

Is scratch baking a thing of the past?
The jury is out on this, to be honest. For big 
retailers, the answer is quite probably yes. With 
mounting costs, including electricity, labour and 
ingredients, it’s getting harder and harder to realise 
a healthy net profit from scratch baking. Thanks 
to the country’s severe power constraints and 
frequent disruptions, a generator is a must, and as 
ageing equipment requires replacement, so costs 
soar. 

According to Hannes Hotarek, managing director 
of Goosebumps – a local manufacturer and 
distributor of frozen to oven baked goods – it costs 
roughly R1 million to replace a commercial bakery 
kitchen. Because of this, many retailers are looking 
for innovative solutions and affordable answers.

Create a sensory Bakery experience

The proof is in the pastry
Where are we now,  

and how to survive this fast-changing environment

Enter Frozen To Oven (FTO), par-baked and bake-
off products. As Hotarek points out, “Scratch baking 
has been falling off internationally for some time 
now, and mass manufacturers are taking over.” 
Retailers are taking the convenience route, which is 
where FTO providers come in. The product is made, 
baked to about 80%, blast frozen, and shipped 

out.“ All you have to do is defrost it, prove it and 
bake it,” says Hotarek. The result is less wastage, 
less labour, less power, less cost. All you need is 
a 20-litre stand mixer for fillings, an oven, and 
enough freezer space to store your goods. You get 
reduced wastage and fresh-from-the-oven goods 
several times a day with a fraction of the effort. 
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What’s not to love? But, as Hotarek points out, 
even when FTO products are made in South Africa, 
the recipes are from Europe, so you’re missing out 
on local treats and traditional goodies. This is where 
local recipes come to the fore, although artisanal 
bakeries featuring traditional goods from Greece, 
the Mediterranean and East Africa are also gaining 
popularity.

While scratch bakeries  
inside big retail outlets are declining,  

artisanal bakeries are, perversely,  
gaining traction.  

But with significant start-up costs  
and a declining number of  

skilled artisans, their sustainability  
could be questionable. 

That said, with a growing trend towards healthier 
eating, food provenance and fresh produce, high 
quality products are in demand amongst the higher 
LSMs. It’s a small market, but one with buying 
power that will snap up scratch baked artisanal 
products merchandised on your shelves. 

Fresh hot bread is still a massive commodity 
in many supermarkets. However, as always, the 
consumer determines what supermarkets stock. 
Customers are extremely price sensitive, even 
more so given the current economic climate and 
outlook, so total reliance on bake-off products 
across all retail spectrums will be hard to achieve. 
Supermarkets that have no or little scratch-
baking equipment have been able to adopt these 

methodologies and practises, but those with 
existing scratch bakeries are struggling to evolve 
quickly. 

Exchange rate volatility is another factor 
that affects the profitability of bake-off when 
offering imported products. A number of local 
producers offer a world-class product range and 
are constantly introducing new lines. They are best 
positioned to grow this sector and to develop the 
cold chain where freezer-to-oven bake-off products 
are concerned.

Where have all the bakers gone?
You can blame cost versus profit for this one. 
With margins as tight as they are due to the 
rise in cost of ingredients and the cost of power 
and its unreliability, it often doesn’t pay retailers 
to employ a highly skilled baker. The loss of 
skills to other more lucrative fields is also a 
sad reality. As Dave Collier, Founding President, 
SA Bakers Association, explains, “The SETA 
system was lauded as a way to develop skills 
for previously disadvantaged South Africans and 

“
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was implemented in the early 2000s with the 
aim of producing qualified learners ready for the 
workplace. In the South African baking industry, 
the system has failed, due to a number of complex 
reasons, but mainly because of the complicated 
nature of the implementation of learnerships in the 
workplace and the high cost of training. Combined 
with the difficulty of sourcing funding to meet 
skills requirements, and the slow nature of SETA 
administration, most companies stood no chance 
of replacing lost skills.” 

He goes on to say that every in-store bakery now 
faces the challenge of sourcing staff that have, at 
very least, a basic set of baking skills. “Skilled bakers 
suffer from the poor reputation of many lesser 
skilled staff, and salaries are low. This does not 
attract young people to aspire to a career in the 
baking industry.”

It’s not all doom and gloom though. Collier says 
the South African Bakers Association was formed 
as a non-profit company in 2016 with the number 
one objective of driving skills development in the 
baking industry across all sectors. “It has succeeded 
with engaging with the Qualifications Council for 
Trades and Occupations (QCTO), which will replace 
the SETA in some areas of skills development. 
An entry level Baking Skills Programme has been 
developed, although not registered yet. It also 
aims to bring all private training providers under 
one banner, to ensure that basic standards are 
maintained.” Passionate bakers do still exist and 
the skills needed to become a master baker can 
be taught.

What the future holds
l Consumer behaviour dictates future direction 
for wholesalers, retailers and artisanal bakeries. 
Demand for baked products across LSMs differs 
dramatically. Currently the 
l Interest for bake-off is highest in the higher 
LSM sectors: the ease and convenience of bake-off 
goods, along with the large range of products, is 
appealing to that particular group of consumers. 
l Although staff do not have to be highly skilled, 
bake-off still requires a certain skills level. If the 
products are baked for too long, undercooked or at 
the incorrect 
temperature, the end result will be below standard 
– and the reputation of your bakery will suffer. 
l Retailers are feeling the pain of expensive retail 
space and high staff costs, so a marked increase in 

bake-off and FTO options is highly likely. It is also 
possible that we may start to see innovative hybrid 
offerings come to the fore, such as tinned bread, 
soft rolls, and a range of sweet and savoury bake-
off breads and pastries. This is not, however, a cut 
and paste exercise and retailers are having to study 
consumer trends carefully to identify the correct 
customer requirements.

The path to greatness is via your staff
Staff training. Training courses for bakery staff 
are available, but they cost money. Investing in 
a skilled bakery team can be expensive, and also 
a bit of a gamble, as you will need to find staff that 
are passionate and willing to work the gruelling 
hours and early starts required without constant 
management. You’ll also need to ensure they stay. 
A common question asked by retailers is “Do I need 
bakers and confectioners, or can one person do 
both?” 
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There is no easy answer. The skills are notably 
different and large bakeries will probably require 
both specialists, while smaller ones may cope 
with the same person doing both jobs. Bakers 
who claim to be able to perform both duties 
should be tested extensively. The wrong staff 
in the production area can break a business. 
Your sales staff also need to be friendly, 
knowledgeable, know what the goods taste like, 
and be able to chat easily and even animatedly 
with customers.

Margins. The cost of ingredients plus the time it 
takes to produce, clean up, package and promote 
your bakery lines needs to be offset by the price 
of the goods you are selling. Remember that 
you will also need to take wastage into account 
before you calculate net profit. Do extensive 
research into your nearest competitors and 
make sure that you’re in the same ballpark at 
least, if you can’t afford to be cheaper. If your 
product is significantly more expensive, try 
to find out why. However, if you are selling 
a premium product that is markedly superior, 
market it as such. Your accountant or financial 
manager must be included in the securing of 
these numbers in order to establish the true 
costs of running your bakery. The end result 
will then be either a net profit or a net loss. 
Continuous monitoring of the department is the 
only way to achieve a positive financial result.” 
Also, don’t forget to revisit your pricing regularly 
as costs and trends fluctuate.

Engage the senses  
Smell, Sight, Taste

l The smell of freshly baked bread is hard to beat. 
Toast and melted butter come close. Coffee cake, 
vanilla, cinnamon and melted chocolate are also 
great aromas for luring in buyers and tantalising 

tastebuds. Make sure there are always pleasing 
scents in your bakery area. If you share retail 
space or are in a multi-use space, ensure nothing 
unsavoury wafts over or overwhelms your baked 
goods. Bake-off goods are a win for this, as you can 
produce several bakes during a day, ensuring that 
fresh-baked scent is always there.
l A big display is a feast for the eyes. Goodies 
trapped behind glass counters are easier to resist 
than tables piled high with cookies, cakes and 
tarts, or breads, rolls and savouries. Abundance 
is expensive, but is also hugely tempting. You 
could use display areas to showcase harvest 
table ideas, Christmas buffet inspiration or 
creative dessert tables that motivate and inspire 
your customers. If possible, let your customers 
witness the actual baking processes, as this can be 
intriguing, informative, and also lend a sense of 
trustworthiness to your operation. 
l Offering fresh tastings is an acknowledged sales 
booster, but you have to remember to offer a big 
enough taste to get a reaction, and accept that 
there will always be 
those who want to taste, but not buy. Weighing 
up the pros and cons for your store will be a very 
specific exercise and will depend on your target 
market and product offering. Pick certain days 
for tastings and remain consistent; your regulars 
will learn to look forward to these. You can also 
test potential new products and new or improved 
recipes. A quick “What did you think?” can be quite 
informative. This is also an option for stores in 
municipalities that don’t allow open displays.
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Stock control. Implement a regular and 
detailed process that analyses every aspect 
of your bakery, from procurement and 
the production line to the sales team. 
Make sure your team understands how to 
correctly account for sales and wastage 
and keep detailed accounts of both. 
Knowing when you run out of something 
and when you are overstocked is as 
important as knowing how much of both. 
Regularly go over these processes and 
ensure they are being followed correctly. 
Consistency is key to understanding your 
stock and effectively controlling it. 

Ethical packaging. Clean, clear labelling 
and recyclable packaging is a growing 
trend. Consumers are educating 
themselves to a greater extent than ever, 
so don’t sell something as sugar-free or 
no sugar added and then pack the product 
with unhealthy alternatives, and don’t 
hide sugars behind different names as 
you risk losing consumer trust. Cashing in 
on mistaken perceptions may seem like 
an easy win, but it is not a good long-
term approach. Recyclable packaging 
is more important to the higher LSMs, 
but that doesn’t mean to say you can’t 
introduce it to lower LSMs as well, either 
to cater to an existing desire to reduce 
their environmental footprint, or to instil 
awareness of its importance.

Trends. Some 20% of the 8 – 10 LSM 
groups are looking for gluten-free breads. 
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.

Know your customers… and their tastes
It may seem obvious, but this could be the 
difference between success and failure. 
Have a clear business plan specifically 
for your bakery. What are you selling and 
why? Is it B-for-basic bread loaves and rolls 
or artisanal creations and speciality bakes? 

Customer feedback is an important 
research tool. Whether its online or instore, 
a focus group or one-on-one interactions, 
keep any survey questions short. 

A questionnaire shouldn’t take longer 
than three minutes to complete.

Be the best
Nobody sets out to be average, but all too 
many of us accept it. Michelle Green of 
Three Sweeties, Australia suggests you find 
your signature and own it. She says… 

Be the best, the first, or  
the only one baking the kind of treats 

you make. If you can be all three of 
those things, that’s even better

Is it just a fad?

G luten-free and vegan baking can 
be a challenge. It’s tricky, time-

consuming and expensive. You also have 
to know what you’re doing or you end 
up with a horrible product that nobody 
really wants to eat. 

But is it worth it? Research shows 
that plant-based diets are increasing in 
popularity annually, fuelled by health 
concerns as well as environmental and 
ethical issues. 

Similarly, while a real gluten allergy 
is still relatively rare, gluten intolerance 
is on the rise. If you are going to go that 
route, look for a couple of innovative 
products and get those right before you 
expand the range.

“
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Eskom se push…
… has become the most used app in South Africa, possibly because it 

echoes the strong sentiment that is running through all South Africans. 

If all things are created equal  
and you have electricity that is reliable, stable  

and available then go with electricity.  
It is cleaner and almost impossible to steal,  

requires less peripheral activity such as  
fire and safety requirements and fuel delivery 

management which can be very stringent  
in a retail shopping centres 

Shane MacMeeking, CEO of baking equipment suppliers 
Macadams International.

 
But, enter Eskom, things are far from equal. Although burners 

require a whole lot more regular maintenance and additional 
extraction capacity to remove exhaust fumes, incurring 
additional costs, they could be a viable option for retailers in 
our current energy environment. Energy, whether it be electric 
or fuel, is increasing in price. So what can you do?

In times of outage, you will still need a generator to run 
equipment that produces your dough – such as mixers, 
proofers, dividers. So you, the retailer, need to weigh up what 
will suit your environment and your pocket. The cost of using 
generators to run your electric ovens will probably never be 
recovered in the sales price of a product, says MacMeeking, 
but they can help you absorb the cost of wastage and loss of 
feet in-store if your customers look elsewhere for their luxury 
treat or dietary staple.
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