
Overview

Italtile’s overarching goal is to deliver an unsurpassed 

and unique shopping experience to our customers. 

Key strategies and initiatives are directed to achieving 

that ambition, and the Group’s commendable results 

for the review period are a re�ection of intensi�ed 

focus on two of those broad thrusts, namely:

●  consistent application of the basic principles of 

retailing; and

●  emphasis on human capital development.

Retail principles: Back to basics

During the period scrutiny on range and stock 

management intensi�ed. Across the Group the range 

was rationalised and improved to display greater �air. 

Investment in resources and global research served to 

ensure that the Group entrenched its leadership 

position as the trend-setter in the industry. Stores and 

displays were refreshed to ensure a pleasant, 

constantly interesting environment, and complete 

stylish ‘solutions’ were introduced to afford customers 

greater convenience in their purchasing decisions. 

Continued investment in technology and infrastructure 

and improved warehousing and logistics all served to 

create a smoother, quicker and more convenient store 

visit for customers. Notably, model stock levels were 

increased and managed better to ensure consistent 

availability of merchandise.

People: To power the business

There is no doubt that the people who work in  

a business can be the key differentiator between  

a good business and an exceptional one.

To achieve the Group’s robust targets and optimise on 

growth opportunities presented, it is inescapable that 

the people who work for Italtile need to be of an 

exceptional calibre.

Operational review
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The Group’s ambition to deliver an 

unparalleled shopping experience was 

advanced through renewed focus on  

basic retail principles and nurturing  

human capital.
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strong growth opportunities, largely a function of  

the brands’ better understanding and response  

to customer demands, and to attaining access to 

previously under-serviced rural and outlying areas.

Results

Like-on-like system-wide turnover increased 16% to 

R3,52 billion (2011: R3,02 billion), while trading pro�t 

grew 17% to R523 million (2011: R448 million). 

Margins reduced slightly, re�ecting the Group’s 

deliberate strategy to absorb the impact of currency 

volatility and increased energy costs in the current 

competitive trading environment. Average selling 

prices were sub-in�ationary and contained to certain 

product lines, in a continued effort to entrench the 

Group’s everyday value proposition.

Inventory levels rose to R339 million (2011: 

R241  million) in line with the intentional tactic to 

ensure optimum stock levels and consistent availability 

of merchandise – a factor which played a signi�cant 

role in the Group’s improved results.

Capital expenditure of R170 million (2011: 

R135  million) was incurred during the period, 

predominantly related to improving the quality of the 

Group’s property portfolio. Notwithstanding this 

outlay, cash reserves increased to R917 million (2011: 

R839 million), demonstrating Italtile’s robust cash 

generating ability.

The Group’s net asset value grew to 218 cents per 

share, an improvement of 17%.

Divisional review

Consistent themes are woven through the review of 

each business unit, namely: unwavering application of 

basic retail principles and focus on people. 

Throughout the organisation this period witnessed an 

intensi�cation of focus on the human capital in the 

Group. With a view to closing the gap between 

Italtile’s current performance and its targeted 

performance, training initiatives have been afforded 

priority status. In this regard, a range of mentorship, 

leadership and management programmes have been 

implemented, to widespread approval from 

employees. Key to all training is the recognition that 

the Group’s greatest challenge and opportunity is to 

attract, advance, empower and retain exceptional 

people. Clearly established career paths will assist in 

achieving this.

Financial review

Trading conditions

Generally, the building industry remained subdued 

with limited public or private sector investment. The 

market continued to experience an in�ux of product 

from Chinese and European suppliers targeting new 

markets for growth opportunities. This led to greater 

fragmentation of the sector with aggressive supplying 

of opportunistic traders who carry limited stock and 

forego margins in an effort to gain a foothold in the 

market. This short-term strategy will inevitably lead to 

further rationalisation of industry players.

Competition remained extremely intense in the 

polished porcelain and entry level tile market, and in 

the laminate board segment the price war continued 

unabated.

Steady growth and a gain in market share were 

achieved across the Group’s retail brands, Italtile, 

CTM and TopT, as well as the supply chain businesses, 

comprising International Tap Distributors and Cedar 

Point. The middle class market continued to provide 
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to encapsulate Italtile’s new-look retail design concept; 

both developments have been favourably received by 

clients. In line with its ambition to grow market share, 

the product range was strategically broadened to 

cater to a wider segment incorporating the upper end 

of the middle class market, and has started to deliver 

pleasing results. Implementation of the ‘Italtile Way’ 

was completed; this is the brand’s best practice 

benchmark programme linked to service and 

customer experience. Independent evaluation has 

con�rmed that this initiative has added signi�cant 

value to Italtile’s offering.

Further down-sizing of competitors and sustained 

sluggishness in the trading environment prevailed. In 

this context, the brand performed well to gain market 

share across the product offering, a re�ection of a 

range of operating improvements, including:

●  improved in-stock supply based on enhanced 

automated ordering programmes;

●  brand-centred promotional campaigns for ranges 

including Cotto sanitaryware and Hans Grohe 

brassware;

●  intensi�ed training initiatives including training  

by international suppliers, and continued 

implementation of the ‘Mystery Shopper’ 

programme to measure success of the ‘Italtile Way’ 

ethos; and

●  enhancements to the brand web page, to cater to 

the growing trend by clients to conduct pre-

purchase research. The improvement in the ‘virtual 

store’ experience has resulted in a signi�cant 

increase in visits and length of time spent on  

the site.

Underpinning these themes is the Group’s ambition to 

be a world-class low-cost retailer, embodying an 

optimal combination of pro�tability and customer 

satisfaction.

Italtile Retail

Overview and performance matrix

Nature of 

business

Leading fashion retailer of exclusive 

ranges of tiles, bathware and related 

products.

Target market Premium-end consumers and 

professional projects market.

Number of 

stores

8

Key 

performance 

indicators

Sales

Average price 

in�ation

Margins

Net pro�t

Stock turn

Trends 

 

 26%

 

 1%

Key 

differentiators

Trend-setter and leading buyer of 

exclusive quality international and 

local products.

Widely recognised as industry 

front-runner in environmentally 

conscious products.

Established specialist expertise and 

nationwide network.

Strategic 

positioning

Live beautifully.

The Italtile Retail brand delivered a satisfying 

performance for the period, reporting good growth in 

revenue and pro�tability, and success in achieving 

goals outlined at the end of the prior year.

The brand opened its �agship latest generation store 

in Boksburg, and renovated its Bryanston showroom 
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in Johannesburg North and South will be opened in 

late 2013, and over the longer term three to �ve year 

horizon, additional opportunities for expansion will be 

considered in other local and Southern African 

markets.

CTM

Overview and performance matrix

Nature of 

business

Leading specialist retailer of tiles, 

laminate boards, taps, sanitaryware, 

bathroom furniture and accessories.

Target market Middle income DIY customers and 

small builders.

Number of 

stores

89 (81 in South and Southern Africa, 

and 8 in Australia).

Key 

performance 

indicators

Sales

Average price 

in�ation

Margins

Net pro�t

Stock turn

Trends 

 

 16%

 

 1%

Key 

differentiators

Unrivalled buying power locally and 

internationally.

Year-round value offering.

Integrated supply chain ensuring 

consistent availability of stock.

Strategic 

positioning

Big savings. More style. 

CTM delivered solid growth across its merchandise 

categories and continued to gain market share in the 

emerging middle class segment. Particularly strong 

growth was experienced in Limpopo, Mpumalanga 

and Gauteng, with improved performances in 

Botswana, Namibia, North West Province and the 

Free State. The coastal regions tended to lag their 

inland counterparts.

TILES: Tile sales volumes increased by 8% across 

CTM’s offering. Sales of imported tiles outstripped 

local tile sales, aligned with evolving demand for 

Particularly strong growth was experienced in the 

bathware segment, including a range of water-wise 

products. Eco-friendly ink-jet technology tiles �rst 

introduced to the country by Italtile several years ago 

continued to gain appeal amongst consumers. Almost 

50% of Italtile’s range now comprises these latest 

technology products sourced from Italian and Spanish 

specialists.

Management’s stated goal to grow the brand’s 

Commercial Projects base was advanced with the 

successful completion of a prestigious bank of�ce 

block in Menlyn, Pretoria. A range of Italtile products 

including tiles, sanitaryware and brassware is 

showcased in this project. The building has a 4-star 

Green rating and serves as an excellent reference for 

architects and other professional contractors. There 

are currently several other commercial projects in the 

speci�cation phase with promising prospects.

Priorities and prospects

Italtile has a long-standing reputation in the industry as 

a leader of style and �air. In a �uid industry featuring 

rapidly changing consumer tastes, management’s 

challenge is to constantly stay ahead of fashion 

developments and continue to set trends.

Attracting, retaining and growing human capital is a 

major focus in this business, and continued investment 

in this regard will remain a priority.

The obvious success of Italtile’s improved website 

offering has promoted the development of a web-

based programme aimed at assisting professionals to 

simplify and streamline the speci�cation phase of 

projects. This offering is anticipated to provide Italtile 

with an important competitive advantage amongst its 

target audience.

The new Boksburg and revamped Bryanston stores 

are expected to make an important contribution to 

revenue growth in the year ahead. A further two stores 
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LAMINATE FLOORING: The laminate board category 

remained keenly contested, featuring a proliferation of 

opportunistic suppliers and aggressive price 

positioning, resulting in intense margin pressure. 

Whilst these factors constrained the robust growth 

experienced in the prior year, CTM’s laminate board 

offering, Elf, continued to make inroads into new 

markets and has achieved success with ranges 

introduced speci�cally to meet emerging market 

tastes.

At the end of the prior year, management identi�ed 

CTM’s primary challenges to include: improving the 

offering in collaboration with the supply chain; 

progress training initiatives and leadership 

development; and capitalise on opportunities to 

innovate and set new trends.

In this regard, a number of achievements can be 

reported on:

●  Supported by a successful TV and tabloid 

campaign, CTM entrenched its ‘Big savings. More 

style’ positioning with a range of activities including 

store and signage revamps, improved layouts, and 

clearer pricing in-store.

●  Extensive market research was conducted to better 

understand customer demands and resulted in 

rationalisation of the range matrix across the 

brand’s merchandise categories and the 

development of complete product ‘solutions’.

●  CTM’s tile range was re-designed with greater 

focus on quality and �air. The introduction of ink-jet 

technology in tile manufacturing has signi�cantly 

improved the stylishness of products.

●  Introduction of a wide range of kitchen sinks has 

been well received. Based on this success, a range 

of CTM-exclusive products is being developed and 

will be launched in the �rst quarter of 2013.

●  CTM’s policy of ‘The right stock at the right time’ 

affords the brand strong competitive advantage, 

international products at competitive prices. The 

introduction by the Group of unique products such as 

large format glazed porcelain patterned tiles, not 

manufactured in this country, also served to grow the 

market in this category. Intense competition continued 

to be experienced in the entry-level product price 

range. Whilst most of CTM’s imported tiles were 

sourced from Eastern markets, instability in European 

economies also provided good buying opportunities. 

The implementation of cutting-edge ink-jet technology 

by local manufacturers has started to yield highly 

stylish, affordable products that compete favourably 

with imported ranges. Advancements in this regard 

coupled with anticipated further depreciation of the 

rand, will probably impact CTM’s local to imported tile 

ratio.

BATHWARE: CTM gained further market share in the 

bathware segment of the business, delivering growth 

of some 27%, predominantly due to improved ranges 

and the introduction of new products, as well as 

consistent availability of stock in the stores. Brassware 

and accessories sales grew in the order of 30%. A 

new, exclusive range of Hans Grohe taps was 

introduced and has proved popular, whilst CTM’s 

Tivoli tap range continued to gain brand equity, 

supported by a high pro�le TV campaign and in-store 

promotions.

The previously underperforming bathroom furniture 

segment recorded growth of 37% attributable to an 

extended range and improved availability of 

merchandise. Sales of sanitaryware grew 20%, 

bene�ting from automated ordering and higher  

model-stock levels. An interesting trend witnessed 

during the period was the growth in demand for high-

value colour products. This is a function of CTM’s 

increased penetration of emerging markets, and the 

brand is now regarded as a serious player in this niche 

colour sanitaryware and bath market.



Operational review continued

TopT

Overview and performance matrix

Nature of 

business

Retailer of tiles, laminate boards, 

taps, sanitaryware, hardware and 

accessories.

Target market Entry-level value offering strategically 

situated in close proximity to 

under-serviced rural and outlying 

markets.

Number of 

stores

15

Key 

performance 

indicators

Sales

Average price 

in�ation

Margins

Net pro�t

Stock turn

Trends 

 

 41%

 

 1%

Key 

differentiators

Flexible, opportunistic product 

range.

Availability of stock and accessibility 

to market.

Strong community relationships.

Strategic 

positioning

Your No. 1 store that saves you 

more.

The under-serviced rural and outlying markets 

continued to provide good growth opportunities for 

TopT. The brand’s primary strategy to offer accessibility 

to affordable products enabled it to gain momentum 

and grow market share across the product range. 

TopT reported solid organic growth of 25% for the 

period, although margins were constrained by 

extremely competitive trading conditions.

The business bene�ted from improved penetration of 

existing markets and extended its presence with the 

opening of �ve new stores in Zeerust, Pretoria West, 

Thembisa, Nelspruit and Witbank. Greater attention 

was paid to improving the shopping experience 

through an enhanced product range, an intensi�ed 

and the implementation of an automated 

replenishment system which increased stock 

availability in the stores to support increased 

turnover has been extremely important in delivering 

on this proposition.

●  In light of increased inventory volumes, warehouse 

ef�ciencies and stock movement have become a 

key focus area. Storage and logistical improvements 

have been implemented, which combined with new 

barcode scanning technology have resulted in 

improved inventory management, which in turn has 

made for a better customer shopping experience.

●  Improved training has been central to CTM’s 

performance during the period. Employee 

competence levels have risen as a result of 

increased in-house supplier training, theoretical and 

practical training at the Group’s Tiling, Laminate 

and Plumbing Academy, and the introduction of a 

range of career development courses focused on 

mentorship, management and leadership. In the 

last quarter, the Group commenced a partnership 

with Stellenbosch University to conduct a range of 

Management Certificate courses for CTM 

candidates.

Priorities and prospects

Innovative product ranges will continue to be sourced 

across the merchandise categories. The introduction 

of new lines of accessories and taps is scheduled for 

the �rst quarter of 2013, whilst new ranges of 

European tiles and new-technology local tiles will be 

introduced on an ongoing basis to entrench the 

brand’s style offering and commitment to customers 

that CTM stands for the right of every South African  

to have a beautiful home.

Training will remain a priority, facilitated through in-

house and external training programmes.

26 Italtile Limited integrated annual report 2012



27Italtile Limited integrated annual report 2012

ITD

Overview and performance matrix

Nature of 

business

Importer and distributor of 

brassware and accessories.

Target market Predominantly (90%) Group brands 

CTM and TopT; and a small 

open-market client base.

Key 

performance 

indicators

Sales

Average price 

in�ation

Margins

Net pro�t

Stock turn

Trends 

 

 31%

 

 

Key 

differentiators

Integral component of the Group’s 

supply chain.

Long standing relationships with 

international suppliers and extensive 

import experience.

State-of-the-art robotic warehouse 

facility.

Notwithstanding the aggressively competitive trading 

environment, ITD succeeded in gaining market share 

across its offering and improved on the solid 

performance reported in the prior year to deliver 

record sales and pro�ts. These results are attributable 

to improved stock management, and range and 

warehouse ef�ciencies achieved through the following 

initiatives:

Stock management and range

●  Enhanced automated ordering systems 

implemented in the stores, which increased stock 

on hand supplies;

●  Introduction of automated stock ordering from 

international suppliers;

●  Improved variety and �air in the range with the 

introduction of exclusive Hans Grohe ranges, and 

new-look colour and other product ranges sought 

by emerging middle class consumers;

focus on innovation and retail �air in-store, and 

increased skills and product training amongst staff. As 

a result of these initiatives, TopT’s market appeal was 

extended from its traditional entry-level consumers to 

include cost-conscious middle class bargain hunters.

Intensi�ed market research and close community 

relationships resulted in an improved understanding of 

customer demands which fuelled sales growth, while 

highly speci�c community marketing campaigns 

continued to deliver strong bene�ts for the brand.

Priorities and prospects

TopT’s challenges in the forthcoming period will be to 

source suitable operators and sites for new stores. 

Key priorities will include increased control of 

overheads to support the brand’s lowest-cost value 

offering. Ongoing staff training will remain a core 

focus.

In the short term, roll-out of the store network will 

continue to be implemented on a regional basis in 

South Africa. Over the longer term, TopT’s suitability 

for expansion into the African market is an obvious 

consideration for the Group.

Support services

The components of the Group’s vertically integrated 

supply chain are: Cedar Point, an importer and 

distributor of tiling tools, laminate boards, cabinets 

and accessories; International Tap Distributors (ITD), 

an importer and distributor of taps and accessories; 

and Distribution Centre, which sources imported tiles 

for the retail brands and provides warehousing and 

distribution facilities to the Group.
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Brassware and accessories are perceived as high-

fashion products and continued research will be 

directed at sourcing innovative stylish ranges to 

improve the Group’s competitive advantage.

ITD will be introducing a new Italian brand, Idral, 

custom-designed speci�cally for the medical sector. 

This will be retailed through the Italtile Projects division 

and is a leading innovation in the local market.

ITD’s application for SABS accreditation has been 

advanced with the formal certi�cation of two tap 

ranges and further accreditation of other ranges 

anticipated in due course. This endorsement will have 

signi�cant bene�t in growing the business’s customer 

base.

Expansion of ITD’s warehouse capacity will commence 

in the �rst quarter of 2013 and is anticipated to deliver 

further improvements in ef�ciency.

Cedar Point

Overview and performance matrix

Nature of 

business

Importer and distributor of tiling 

tools, laminate boards, cabinets, 

accessories and décor.

Target market CTM and TopT store network.

Key 

performance 

indicators

Sales

Average price 

in�ation

Margins

Net pro�t

Stock turn

Trends 

 

 27%

 

Key 

differentiators

Integral component of supply chain 

across merchandise categories.

Strong relationships with 

international suppliers.

Leading buyer and supplier of 

laminate board range in South 

Africa.

●  Good progress made in reducing slow-moving 

stock;

●  Leveraged the Tivoli brand-building advertising 

campaign and increased the ranges into CTM and 

TopT stores with signi�cant success; and

●  Intensi�ed retail training of sales and product skills 

and revamped displays throughout the store 

network thereby improving the customer shopping 

experience.

Warehouse

●  Invested in and upgraded robotic technology, 

thereby �ne-tuning ef�ciencies and reducing 

downtime; and

●  Reorganisation of stock receipt and despatch 

systems to streamline and accelerate these key 

functions.

ITD’s price increases over the period were largely sub-

in�ationary and limited to certain ranges in the 

offering. The effect of rand weakness in the last 

quarter on the cost of imports was to some extent 

offset by European suppliers seeking new markets 

and offering competitive prices, enabling ITD to pass 

on cost savings to its customers. This is best 

illustrated by the Group’s affordable, high quality Tivoli 

tap range imported from Italy, which serves as an 

important competitive advantage for the Group.

While Chinese ranges continued to improve in quality 

and style, product prices increased sharply as a result 

of higher labour costs and the impact of exchange 

rate �uctuations. For the most part, ITD absorbed 

these price increases to ensure sustained 

competitiveness.

Priorities and prospects

In-store training via ITD’s agents has delivered a 

measurable improvement in sales growth, and 

therefore remains a key focus area.
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The décor category remains a key growth area for the 

business. A signi�cant strategic shift is currently 

underway to restructure Cedar Point as a wholesaler 

of décor to the Group, by integrating supply from the 

Group’s existing external local suppliers into Cedar 

Point’s operation. The process will involve rationalising 

the ranges offered by these suppliers and managing 

the distribution of product into the stores. The bene�ts 

of integrating this function into the supply chain will 

include improved stock management (investment, 

warehousing and stock on time) and greater 

convenience and ef�ciency for store operators.

Priorities and prospects

Cedar Point’s priority focus areas in the period ahead 

include continued innovation in its product range and 

merchandise displays, ongoing training for staff and 

customers, and intensi�ed cost containment.

The volatility of the exchange rate has an important 

effect on Cedar Point’s margins, and hence 

management’s strong relationships with international 

suppliers are critical in ensuring the sustained 

pro�tability of this business.

Signi�cant growth opportunities exist in the décor 

component of the business and will be realised �rstly 

through integrating external supply into Cedar Point’s 

wholesale function, and furthermore by improved 

alignment of products with the Group’s tile and 

sanitaryware offering. The development of complete 

‘solutions’ comprising suites of matching �oor and 

wall tiles, sanitaryware and complementary décor will 

afford this business an important advantage in a 

competitive market segment.

Cedar Point’s results improved across its merchandise 

categories, although margins were impacted by the 

unfavourable exchange rate and intensified 

competition in the laminate board market.

Notwithstanding the �ercely contested trading 

environment, the Elf laminate range, which comprises 

30% of Cedar Point’s business, successfully gained 

market share amongst its traditional customers and 

grew the category into new markets. Central to this 

growth was:

●  the extensive in-store assessment conducted 

across the CTM store network which culminated in 

improved product training, ranges and displays;

●  Cedar Point’s ability to maintain competitive price 

points through spirited supplier negotiations; and

●  the well received pro�le-raising Elf �ooring 

advertising campaign which took place during the 

year, entrenching this predominantly German 

product range in the market as a fashionable �oor 

covering, based on its stylishness, user guarantees 

and unmatchable price.

To meet growing demand for the product in under-

serviced rural and emerging markets, new ranges 

have been introduced and have met with favourable 

response.

Particularly strong growth was experienced in Cedar 

Point’s tiling tool and cabinet category. The introduction 

of new ranges, including ornate cabinets, to meet 

changing consumer tastes played an important role in 

this growth.



Operational review continued

In order to meet customer demands, the Distribution 

Centre ensures that its comprehensive offering 

includes ‘standard range’ items as well as high-

fashion products. Management’s continued focus is 

on setting style trends and introducing international 

�air to the local market.

Re�ecting recent evolving customer buying trends, 

sales of imported glazed porcelain tiles grew at a 

faster rate than polished porcelain products.

Priorities and prospects

The primary value that this business adds to CTM and 

TopT is management’s expertise in sourcing large 

quantities of latest fashion affordable products which 

give these brands a competitive edge in the market. 

Staying ahead of fashion trends and robust supplier 

negotiations will remain a priority to ensure continued 

delivery on this service.

Current economic instability in Europe and resultant 

product price reductions provide opportunity for the 

Group to explore new supply markets; the relative 

stability of the euro compared to the US dollar 

supports this tactic. Accordingly, increased volumes 

of product will be imported from Spain and lower 

volumes from China in the forthcoming six months. 

This development will afford the introduction of a 

variety of new, cutting-edge tile ranges at competitive 

prices.

Prospects for the year ahead look favourable, and 

management’s commitment is to achieve revenue 

growth and pro�tability in line with the results reported 

in this review.

Distribution Centre

Overview and performance matrix

Nature of 

business

Procures stock for the Group’s retail 

brands, and is the single largest 

importer of polished and glazed 

porcelain tiles in South Africa.

Provides warehousing, distribution, 

logistics and foreign exchange 

services to the Group.

Target market CTM, TopT, Cedar Point and ITD.

Key 

performance 

indicators

Sales

Margins

Net pro�t

Stock turn

Trends 

 

 46%

 

Key 

differentiators

Long-standing relationships with 

international suppliers and transport 

agents.

Extensive (+30 years) import 

experience.

Strong balance sheet facilitates 

optimal investment in inventory.

This business delivered a pleasing performance, 

growing revenue across its customer base by 46%. 

Rand value sales to the CTM store network improved 

by 40%, equating to an increase in square metre sales 

of 42%.

Margins were slightly lower than forecast as a function 

of absorbing some of the impact of rand weakness 

and the sharp increase in diesel prices to ensure that 

the Group retained its price leadership in the keenly 

contested imported tile segment.

The division’s focus on consistent availability of 

affordable, fashionable stock played a key role in its 

gain in market share during the period.
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●  Commissioning of a secondary datacentre for the 

Group’s SAP hosting at a cost of R1,2 million. This 

back-up facility is vital to ensure uninterrupted 

functionality in the event of failure at the primary 

site.

●  Development of a web-shopping functionality on 

the CTM website, aimed at enabling customers to 

view products and create quotes online from the 

comfort of their homes. The �rst version of the  

CTM Online Store was implemented at a cost  

of R0,7 million. Initial consumer response to this 

offering has been very favourable.

Priorities and prospects

The IT environment holds substantial potential to 

enable the Group to achieve its growth objectives and 

improve customer satisfaction. In this regard, ongoing 

attention will be paid to opportunities to unlock 

strategic value.

Further development will be conducted on the CTM 

website’s Online Store functionality aimed at evolving 

the offering into a comprehensive store service 

through which customers are able to buy products 

24  hours a day and receive delivery of their orders 

directly to their homes.

The Group is also developing an online automated 

payment card authorisation system that is fully 

integrated into SAP, aimed at reducing customer 

checkout time and minimising operator errors.

Information Technology

Overview and performance matrix

Nature of 

business

Provides relevant, effective IT 

solutions to enable an optimal 

shopping experience in the Group’s 

retail stores through ensuring 

simplicity for the end user, 

maintenance of data integrity, and 

minimising downtime and risk.

Target market The Group’s head of�ce, retail 

operations and support services 

businesses. 

Key performance indicators and achievements:

SAP network upgrade

Management of potential downtime and system 

failure risk

Roll out of technology

Improved interactivity of retail websites

In support of its sustainability strategy and goal to 

achieve world-class low-cost retailer status, the Group 

invested R14 million during the review period in a 

number of key infrastructure and information 

technology (IT) projects which include the following:

●  Roll-out of mobile handheld barcoded point of sale 

(POS) devices to the entire CTM network and 

introduction of the technology to four pilot TopT 

stores. This programme was completed on time 

and on budget in December 2011 at a cost of  

R8 million. The mobile barcoded POS environment 

has made a signi�cant improvement to the speed 

as well as quality of customer service, and affords 

the Group an important competitive advantage.

●  Upgrade of the Group’s SAP network from ECC5 to 

ECC6 at a cost of R0,7 million. The upgrade was 

effective from March 2012 and started delivering 

operational improvements immediately.
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In terms of the Group’s retail operations, the following 

developments were recorded:

ITALTILE: This brand’s latest generation Green store 

opened in Boksburg during the year, with two new 

stores planned for Johannesburg North and South in 

the forthcoming year. The longer term three to �ve 

year vision for expansion includes a further �ve stores 

across South and Southern African markets.

CTM: Whilst no new stores were opened, a range of 

renovations, extensions and relocations were 

conducted across the CTM store network. The brand 

will open a new store in Northriding, Gauteng and 

Nairobi, Kenya in the year ahead. The CTM network 

continues to offer good growth potential and further 

store roll-out is constantly being pursued, pending 

availability of suitable sites.

TopT: Improved its market presence with the  

opening of �ve new stores and closure of three 

underperforming stores. Most of the operations trade 

out of rental properties and whilst the intention is to 

convert this model to owned-properties, it must be 

noted that reasonably priced land in rural and outlying 

areas is in short supply due to tightly held land-

ownership patterns. Areas such as Mpumalanga, 

North West Province, Limpopo and KwaZulu-Natal 

are currently being considered for expansion 

opportunities.

The Group’s environmental policy is an important 

factor in the property portfolio’s operations. All new 

properties and renovations to existing properties align 

with Italtile’s efforts to reduce its carbon footprint. Low 

energy consumption programmes include optimal 

utilisation of natural light in the stores, harvesting of 

rainwater, recycling of water and waste, establishment 

of water-wise gardens, composting programmes, and 

conversion of inef�cient electrical systems to new 

technologies.

Property Investment

Overview and performance matrix

Nature of 

business

Underpins the Group’s retail 

operations by ensuring that stores 

are optimally located on high pro�le 

destination sites or within easy 

access of previously under-serviced 

rural and outlying areas.

Target market Italtile, CTM and TopT store network.

Key statistics

Portfolio value

Number of 

stores

Capex  

incurred 

Portfolio 

changes

New stores 

opened

Stores 

renovated/

relocated

+R1,5 billion

112 in South and Southern Africa 

and Australia

– 89 CTM stores

– 8 Italtile stores

– 15 TopT stores

R88 million on new properties in 

South Africa and R36 million in 

Australia

4 properties acquired and 2 sold 

6 (1 Italtile and 5 TopT stores) 

12

Improving the quality of its properties remains a 

consistent theme for this division. In light of the role 

this portfolio plays in supporting the Group’s retail 

operation, the division’s continued focus remained on 

evaluating and enhancing property investments 

through identifying new and better locations, and 

maintenance and upgrade of properties to create 

enhanced shopping environments for customers.

Generally, the property market remained subdued, in 

line with recent prior years. Statistics show that while 

there was some activity in the entry-level residential 

market and early signs of improvement in the 

commercial property market, this was on a very 

limited scale.
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This division’s aim to align and integrate the Green 

agenda into the day-to-day processes and functioning 

of the business continued to gain momentum. Buy-in 

and adoption by store operators and employees of 

the agenda has been widespread and commitment to 

converting all stores to energy-, water-, and waste-

ef�cient operations has grown.

A range of initiatives were implemented in the review 

period:

●  The third carbon footprint study (FY2012) has been 

commissioned and is expected to reveal further 

reductions in CO
²
 emissions.

●  Widespread implementation of the Eco icon Green 

accreditation symbol by the Italtile stores. This 

bespoke standard, designed by the Group to 

create awareness of the environmentally bene�cial 

aspects of products, has found favour with Italtile’s 

environmentally conscious consumers.

●  The planting of 87 trees at Zimasa Community 

School in Langa, Cape Town, to offset the CO
²
 

impact of holding an annual Carbon Neutral CTM 

conference.

●  A rehabilitation programme centred around the 

Group’s head of�ce environs, incorporating a clean-

up the local river and the greening and reforestation 

of the area including the removal and containment 

of invasive alien tree species and planting of 

indigenous trees.

●  Awarding of the �rst-ever R50 000 Green Excellence 

Award (to CTM Polokwane) for excellence in 

implementing the Group’s Green agenda.

●  The most signi�cant milestone achieved during the 

year was the opening of the Group’s �agship Green 

store, Italtile Boksburg. Designed to optimise indoor 

environmental quality and reduce resource 

consumption, the building maximises natural light, 

insulation and solar energy, utilises evaporative 

Improved insulation of buildings is also a key focal 

area for future store improvements, based on the 

positive effect of combining this environmentally 

friendly solution with an enhanced shopping 

experience for customers.

Priorities and prospects

Identi�cation and maintenance of optimal sites to best 

represent the retail operations will remain this division’s 

core focus. In this regard, a range of properties is 

being explored at present related to all three of the 

Group’s brands, and afford interesting potential.

Innovations in new building methods are currently 

being investigated, aimed at reducing construction 

time and costs and improving efforts to implement the 

Group’s Green agenda. If proved feasible, these will 

have a signi�cant effect on further store roll out across 

the Group.

Environmental sustainability

Overview and performance matrix

Nature of 

business

Measures, manages and reduces 

the Group’s impact on the 

environment and promotes its 

long-term sustainability.

Target market The Group’s head of�ce, store 

network and suppliers.

Key 

performance 

indicators

Electricity 

savings 

Water 

 

Recycling 

 

Carbon  

footprint

 

 

A 3,2% saving has been achieved 

between February 2009 and January 

2011. 

Roll-out of rainwater harvesting 

tanks and water-wise gardens from 

only new to established stores.

60% of stores have committed  

to the recycling programme  

(2011: 30%).

The recently completed second 

study (FY2011) con�rmed a 

decrease of 8,34% in direct CO
²
 

emissions per rand value of  

turnover.



Operational review continued

Human Resources and Training

Overview and performance matrix

Nature of 

business

Adds value by developing and 

empowering human capital through 

relevant training and support, and 

providing an ef�cient payroll and 

administration function.

Target market Head of�ce, franchisees and 

employees.

Key 

performance 

indicators

Skills training 

and 

competencies

Staff retention

Compliance 

with 

employment 

equity targets

Cost to stores

Trends 

 

 
 

 

 
 
 

This division’s philosophy is that the Group’s primary 

asset is its people – and the success of the business 

lies in attracting, developing and retaining the best 

calibre of personnel possible.

Three key initiatives were undertaken during the 

period:

●  Streamlined and rationalised in-house product and 

skills training programmes from 43 to 23 courses, 

aimed at adding value through improved relevance 

and reducing costs to stores. Greater emphasis 

was placed on cost-effective video-based training 

and in-store supplier training as well as outsourcing 

training to best-of-breed specialists. In-house 

leadership programmes aimed at developing 

superior store operators are ongoing. These six- 

to nine-month training programmes are designed  

to deliver an average of �ve successful store 

operators per year.

cooling, implements water-storage and harvesting 

practises, and features an indigenous garden. 

Sophisticated metering equipment will facilitate 

enhanced energy usage control.

  A comparable, standard-design building, would 

consume approximately 391 kWh/m² of energy 

whilst this custom-designed energy ef�cient 

structure is projected to utilise only 109 kWh/m² per 

annum. Close measurement of this performance 

will be conducted and will inform construction of 

future Group stores.

Priorities and prospects

This division’s priority is to continue to reduce Italtile’s 

impact on the environment.

Future initiatives in this regard include closer 

collaboration with the Group’s training department, 

aimed at increasing employees’ exposure to the 

Green agenda.

Improved monitoring and benchmarking will be 

facilitated through installation of water and electricity 

meters across all CTM and Italtile stores.

Further opportunities will be explored to expand on 

the Eco icon programme in-store to promote 

environmentally responsible products at point of sale.

At present, efforts are underway to integrate carbon 

footprint data capture and analysis into the Group’s 

SAP platform. Once completed, this intervention will 

have a signi�cant effect on improving measurement 

and evaluation of the Group’s environmental impact.
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Outlook

The retail environment is a rapidly evolving one, driven 

by ever-new technology which is changing the way 

consumers shop. The Group recognises that to 

‘touch’ customers’ lives and appeal to younger 

generations of consumers entering the market 

requires a move away from conventional trading to 

embracing greater use of web-based interaction and 

social media. The Group will continue to invest in 

technology to ensure that its offering remains top of 

mind and within easy access.

In the short term, instability in European markets 

presents opportunities to source high quality 

fashionable product at affordable prices, and the 

Group will leverage this potential.

Management is satis�ed that the Southern African 

business will continue to grow at current rates in the 

forthcoming period. Continued focus on innovative 

trading and overhead containment will remain key to 

the Group’s goal to achieve an optimal balance of 

customer satisfaction and pro�tability.

Appreciation

Tribute must be paid to the people of Italtile for their 

�rst-rate efforts this year.

Each of the divisions and business units across the 

Group delivered an improved performance in the 

period under review, both in terms of pro�tability and 

meeting strategic objectives. In the current economic 

climate and trading environment this is a notable 

achievement.

Italtile’s aggressive growth targets and high 

performance culture demand absolute commitment 

from each person who works in the business; the 

results reported on in this review are a re�ection of 

that dedication and support for the Group’s vision to 

be a world-class low-cost retailer.

●  Introduction of management and leadership 

development programmes in conjunction with  

the University of Stellenbosch. Response to this 

initiative has been remarkable, and application for 

these certi�cate courses has been oversubscribed.

●  Implementation of an integrated payroll system to 

enhance operating ef�ciencies.

The Practical Tiling, Plumbing and Laminate course 

conducted at the Group’s Training Academy has been 

successfully completed by 919 staff since opening in 

2009, comprising almost 73% of the Group’s staff 

complement, and up from 40% at the end of the prior 

year. This supplier-based training has played an 

important role in equipping sales people with practical 

and theoretical product knowledge. The course will 

continue to be evolved, aligned with the introduction 

of new products and services in the stores.

Employment equity (EE) remains a priority for the 

Group and targets set in the EE Plan were once again 

exceeded, in line with prior year achievements.

Priorities and prospects

This division’s primary goals centre on developing 

human capital for the long-term bene�t of all 

stakeholders. Promoting commitment to training by all 

parties will be achieved by adding value at reduced 

cost, and establishing quanti�able measures which 

will accurately evaluate the link between training and 

improved service and sales. In addition, management 

plans to develop a schematic to illustrate all individual 

career paths in the Group with a view to improving 

manpower retention.

Management’s immediate imperative is to bed-down 

and integrate existing and new training courses,  

and where required, continue to rationalise 

underperforming courses.


