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PART A: THREE-YEAR CORPORATE PLAN 

1. OBP LTD OVERVIEW

1.1. INTRODUCTION

OBP LTD is a Bio-pharmaceutical /bio-processing Company developing, manufacturing and distributing more than 50 different vaccines against viral, bacterial and protozoal diseases as well as other biological products such as therapeutic serum and diagnostic reagents. 

OBP LTD LTD’s main focus and expertise is in tropical diseases including re-emerging and trans-boundary diseases, as well as those that have been spreading into new areas, such as Bluetongue and Rift Valley fever. OBP LTD also intend strengthening its position in specific new areas such as the poultry market. 

OBP LTD is committed to sound corporate governance, integrity and efficiency.

Section 29.1 of the Treasury Regulations, 2005 promulgated in terms of the Public Finance Management Act (PFMA), 1999, requires OBP LTD Board to prepare and submit a corporate plan for the forthcoming three-year period. 

The corporate plan must include:

1.1.1. Strategic objectives and outcomes identified and agreed on by the executive authority;

1.1.2. Strategic and business initiatives as embodied in business function strategies;

1.1.3. Key performance measures and indicators for assessing the entity’s performance in delivering the desired outcomes and objectives;

1.1.4. A risk management plan; 

1.1.5. A fraud prevention plan – ISO FM 002

1.1.6. A materiality/significant framework, referred to in Treasury Regulation 28.1.5,

1.1.7. A financial plan addressing –

· projections of revenue, expenditure and borrowings;

· asset and liability management;

· cash flow projections;

· capital expenditure programmes; and

	GLOSSARY

	ASGISA
	Accelerated and Shared Growth Initiative for South Africa (AsgiSA)

	CBPP
	Contagious Bovine Pleuro pneumonia

	EU
	European Union

	FAO
	Food and Agriculture Organization of the United Nations:

	GCP
	Good clinical practice

	GLP
	Good laboratory practice

	GMP
	Good manufacturing procedures

	GRAP
	Generally Recognised Accounting Practice

	ISO
	International standards Organisation

	LTD
	Limited

	NEPAD
	New Partnership for Africa’s Development

	OBP LTD
	Onderstepoort Biological Products Limited

	OIE
	World Organisation for Animal Health

	PFMA
	Public Finance Management Act 1999

	R&D
	Research and development

	SADC
	Southern African Development Community

	WTO
	World Trade Organization


1.2. APPLICABLE LEGISLATION

Table 1: List of applicable legislation

	NATURE OF LEGISLATION
	APPLICABLE LEGISLATION / GUIDE



	Governance
	Companies Act   

	
	Compensation for Occupational Injuries and Diseases Act 

	
	Directives of the Accountant General

	
	King Report on Corporate Governance 

	
	Occupational Health and Safety Act

	
	Onderstepoort Biological Products Incorporation Act 

	
	Promotion of Access to Information Act 

	
	Protocol on Governance in Public Sector (DPE) 

	
	Public Entities: Best Practice Guide on Corporate Governance (Auditor General 

	
	National Key Points Act

	
	National Strategic Intelligence Act

	Financial   


	GRAP  Generally Recognised Accounting Practice

	
	Income Tax Act 

	
	Public Finance Management Act

	
	National Treasury Regulations 

	
	Value Added Tax Act

	Human Resource
	Basic Conditions of Employment Act 

	
	Employment Equity Act 

	
	Labour Relations Act 

	
	Skills Development Act

	
	Skills levies Act 

	
	Unemployment Insurance Act

	Industry
	Animal Health Act 

	
	Fertilizers, Farm Feeds and agricultural Remedies Act 

	
	ISO 9001(2000) GMP / GLP 


2. SHAREHOLDER EXPECTATIONS

2.1. MANDATE OF OBP LTD 

As a State Owned Biotechnology Company, OBP LTD’s mandate is to:

2.1.1. Promote and enhance OBP LTD’s stature as a developer, manufacturer and distributor of world renowned animal health biological products, thereby supporting South Africa's place and contribution in the global community. 
2.1.2. Develop, manufacture and market veterinary vaccines that addresses disease problems specific to SA, the SADC Region, and the African Continent. Ensure a domestic vaccine and biologics production capacity which will enable the country to respond swiftly and decisively to animal disease  occurrences  and outbreaks 
2.1.3. Establish an efficient and economically viable vaccine manufacturing plant applying good manufacturing practices and laboratory practices. (GLP&GMP)
2.1.4. Develop and retain local vaccine production-related skills and expertise to ensure continued economical vaccine development. 
2.1.5. Establish strong R&D capabilities on Vaccinology together with strategic alliances. 
2.1.6. Improve and expand existing OBP LTD product line, by continuously investigating and developing market driven new generation vaccines, and by introducing vaccines that will enhance productivity, profitability and competitiveness in the SA livestock industry. 
2.1.7. Ensure easy accessibility of OBP LTD product line to the communal and the emerging commercial farming sector in South Africa.
2.1.8. Ensure that existing and new intellectual property of OBP LTD, arising from any innovation, partnership, or otherwise is protected.
2.2. VISION

“To be a global biotech manufacturer and provider of animal health products underpinned by a skilled, innovative and passionate team.” 

2.3. MISSION

“To translate science into biological products, knowledge and technology resulting in improved animal health, food security and safety for all stakeholders”
2.4. STRATEGIC INTENT

Consistent with the Shareholder’s mandate and the above vision, the Board has set for itself four overarching long-term goals that it intends to pursue over the next three years.  That is to:

2.4.1. Provide active support to the shareholder’s strategic programs and initiatives aimed at the transformation of the agriculture sector in general and specific objectives of increasing South African animal population and black enterprise development. 

2.4.2. To build OBP LTD into a viable and modern organisation with sound corporate governance, risk management profile, world class processes and systems and a strong intellectual property base.

2.4.3. Drive the growth and development of OBP LTD as a leading State owned provider of Animal Health products in the SADC and to build a product profile that enhances our market leadership and strong global presence through innovation, research and development.

2.4.4. Strive towards building a human capital strategy that optimises the utilisation of all OBP LTD employees in addressing current and future human resources challenges, including shortage of critical skills in biotechnology applied to animal health.  

This strategic intent of OBP LTD will be infused throughout this corporate plan, so that it informs the strategic objectives of the organisation from which all the divisions will develop objectives and supporting Key Performance Areas.

3. ORGANISATIONAL STRUCTURE
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4. MARKET DESCRIPTION

4.1. DOMESTIC MARKET

OBP LTD will target the local market, putting emphasis on commercial farmers, emerging farmers, distributors, co-operatives, veterinarians and decision makers in the industry. 

4.2. EXPORT MARKET

OBP LTD will focus its strategic initiatives in countries where there is an existing customer base and those countries that have minimum trade barriers to entry. This will ensure accelerated sales growth and market penetration. The Company will further consider toll manufacturing and packaging as an option to further optimise utilisation of its capacity. More resources will be positioned to ensure technical support for Bluetongue vaccine in Europe. Resources would also be utilised towards marketing other products, especially vaccines for emerging tropical diseases so as to expand the international market base.

4.3. PRODUCTS

In addition to the existing product range, OBP LTD has introduced products against diseases that do not occur in South Africa (e.g. CBPP, sheep-and-goat pox and Rinderpest). OBP LTD will further be investigating possible partners for the poultry sector. This will ensure that OBP LTD is able to address the needs of the African continent, and be in a position to protect South Africa in cases of trans-boundary outbreaks. (Table 2 refers)

Table 2: OBP LTD Product Focus

	CATTLE SEGMENT
	SHEEP and GOAT SEGMENT
	HORSE SEGMENT
	GOVERNMENT TENDERS

	· Anthrax

· Black Quarter

· Botulism

· Rift Valley Fever

· Lumpy Skin

· Three-Day-Stiff-Sickness

· Brucella S19

· Anaplasmoses

· Heartwater

· Red water
	· Pulpy Kidney

· Brucella Rev 1

· Bluetongue

· Rift Valley Fever

· Enzootic abortion

· Tick-borne diseases

· Pasteurella 


	· African Horse Sickness

· Equine Influenza
	· Anthrax

· Double Sure

· Triplesure

· Brucella S19 

· Tuberculin




4.4. ENVIRONMENT

The veterinary pharmaceutical industry is very competitive. Only companies that operate cost effectively, produce quality products, render professional technical service and market aggressively will survive. The key drivers for the industry are as follows:

· Disease occurrence / outbreaks

· Move toward preventative medication

· Advancement in technology. 
· Return on investment

· Economic growth

· Global trends in animal health (OIE, WTO, FAO)

· Food safety and security

· Regulatory requirements

· Emphasis on quality rather than quantity

· Market size and growth rate

· Cheap products from Competitors

· Currency volatility  

Technology is the major influencer. Participants are aggressively introducing technologically advanced products: innovation determines the success of most participants.

4.5. MARKET DIMENSION

The dimension of the veterinary vaccine market is, to a large extent, related to the animal numbers in a Country. OBP LTD would be directing efforts to enter into the following countries and regions:

· South Africa

· Southern African Development Community

· East Africa 

· West Africa 

· North Africa 

· European Union

· Middle East

· India

· South America

4.6. MARKET ANALYSIS

4.6.1. Domestic Market Needs Analysis:

From table 3 below, the needs of our domestic clients could be summarised as follows:

·  Continuous product availability.

·  Information/Advice ( New technical information to support OBP LTD products )

·  Research and Development ( New products and data generation )

·  Price  ( Vaccine market very price sensitive )

·  Cost benefit of using vaccines

·  Dissemination of technical information

·  Research and development customer driven Products.

·  Client contact/Communication

·  Knowledge/Expertise

·  Product range  ( Limited new products introduced into the market )

·  People/Relationships ( Become more visible in the market )

·  Establish volume based Discounts. 



Table 3. Domestic Market Needs Analysis (Numbers indicate ranking of importance in different market segments)
	NEEDS
	CATTLE

FARMERS
	SHEEP

FARMERS
	DAIRY

FARMERS
	CO-OP

BRANCHES
	PRIVATE

VETS
	AVE-
RAGE

	Product Availability
	1
	1
	1
	1
	3
	1,4

	Information
	2
	2
	2
	2
	1
	1,8

	R&D
	3
	3
	3
	6
	6
	4,2

	Price
	4
	4
	4
	5
	5
	4,4

	Technical

Support
	5
	7
	8
	9
	9
	7,6

	Product

Quality
	6
	6
	6
	8
	4
	6,0

	Communication
	7
	8
	5
	7
	8
	7,0

	Location
	8
	5
	7
	10
	10
	8,0

	Promotion
	9
	9
	9
	4
	7
	7,6

	Deliveries
	10
	10
	10
	3
	2
	7,0


(Source:  Report on Market Survey conducted by Objectivity, 2006)

4.6.2. Export Market Needs Analysis:

· Emphasis on Good Manufacturing Practices

· Reliable product supply

· EU promotes and easily accepts products that are manufactured by member countries. 

· Cost – effective product – also considering logistics

· Scientific and technical data to support products

· Good relationship with all key decision makers and influencers e.g. FAO, OIE, WTO

· Product supplier must always be visible and provide meaningful contribution in technical and policy making conferences that are organised by the international organisations 

· Product information must be available in relevant international languages other than English e.g. Spanish, Portuguese French, Arabic, etc.

5. SITUATIONAL ANALYSIS

5.1. INDUSTRY ANALYSIS

The animal health industry is on the decline and yet the biological products industry is growing by 5% globally. The domestic veterinary pharmaceutical distribution network is generally well established. In the domestic market, companies supply veterinary products to almost 800 points of sale. These include distributors, co-operatives, veterinarians, and pharmacies. 

Most of the companies have well trained technical staff employed to actively market and provide sales services to these distribution networks. These include veterinarians, veterinary technologists, and sales personnel. Being a scientific and technological industry, it is of utmost importance to have a well-trained sales force, scientific and technical information to support the product line.
During the last number of years competitors in the industry have increased, and competition is fierce. The industry is price sensitive; low cost of manufacturing and cost-effectiveness is therefore critical for any vaccine manufacturer. Only companies that supply top quality innovative products and services will survive. 

In the domestic market there are no real barriers for the newcomers. Products are registered either under Act 36 of 1947 or Act 101 of 1965. Registration dossiers and data from abroad are easily accepted. The registrar does not have sufficient capacity for the tasks to be performed; standards are not in place and this impact negatively on OBP LTD. New and cheaper vaccines are being introduced into the market and the exchange rate can sometimes have a significant impact on prices.

In the international market export barriers exist – some countries only allow imports from production facilities that are GMP / GLP accredited. Only a few countries accept South African registration dossiers, test data, and production processes. OBP LTD will have to upgrade its facilities to meet GMP and GLP standard, in order to ensure acceptance by the international market.

During the last 12 months, the livestock industry has been faced with outbreaks of exotic diseases. Disease Management and bio-security has become a key discussion point. This situation is presenting OBP LTD with an opportunity to play a pivotal role in developing new vaccines 

Key critical success factors for OBP LTD will be to focus on the following: 

· Increase sales volume and revenue through increased sales and marketing activities. 

· Research and development team need to be resourced and/or refocused to source external technologies. 

· Re-evaluation of pricing strategy (distribution cost and discount structure). 

· Re-focus on cost reduction initiatives

· Improvement of our production process to become efficient and ensure product availability. 

· Re-evaluate and re-establish our distribution Network. 

5.2. COMPETITOR ANALYSIS

Although OBP LTD is the sole producer of a number of vaccines, it is faced with well established aggressive international competitors who have entered the domestic market and are building good relations with all the key stakeholders in the industry. 

The following companies are active in the domestic Veterinary market.
Table 4: List of Major Active Companies in Veterinary Market

	COMPANY
	PRODUCT DIVERSITY

	OBP LTD
	Biologicals only

	BAYER
	Full range*  plus OBP LTD Biologicals

	PFIZER
	Full range

	INTERVET/SCHERING
	Full range

	MERIAL
	Full range

	CEVA
	Full range

	VIRBAC
	Full range

	AFRIVET
	Full range

	DU PONT
	Poultry and pig range

	NOVARTIS
	Pharmaceuticals


* Full Range: Antimicrobials, Hormones, Anthelmintics, Pharmaceuticals, Biologicals, Nutrition supplements, Ecto and Endo Parasiticides. 

5.3. LAND

OBP LTD is situated at Onderstepoort, north of Pretoria. The company conducts all its business (development, manufacturing and distribution) from this facility, and does not have any branches. Land and buildings have been transferred to the Company, and are therefore owned by OBP LTD. OBP LTD’s facilities are housed on a piece of land approximately 42.75 ha in extent.

5.4. BUILDINGS

Main Building:




±     17 224m2
Stables





±       2 896m2

Emergency Electricity building


±            93m2

Boiler room




±          550m2

Official Residences:



±       1 551m2
Total:





±     22 314m2

5.5. STAFF COMPLEMENT

Table 5: Staff Complete

	Occupational Categories
	
	
	
	
	TOTAL

	
	Male
	
	Female
	
	White Male
	
	Foreign Nationals
	
	

	
	A
	C
	I
	
	A
	C
	I
	W
	
	W
	
	Male
	Female
	
	

	Legislators, senior officials and managers
	7
	2
	1
	
	7
	0
	0
	4
	
	6
	
	0
	0
	
	27

	Professionals
	8
	2
	0
	
	6
	0
	0
	9
	
	6
	
	0
	0
	
	31

	Technicians and associate professionals
	26
	0
	0
	
	9
	0
	0
	4
	
	6
	
	0
	0
	
	45

	Clerks
	0
	0
	0
	
	9
	1
	0
	9
	
	0
	
	0
	0
	
	19

	Service and sales workers
	0
	0
	0
	
	0
	0
	0
	0
	
	0
	
	0
	0
	
	0

	Skilled agricultural and fishery workers
	0
	0
	0
	
	0
	0
	0
	0
	
	0
	
	0
	0
	
	0

	Craft and related trades workers
	0
	0
	0
	
	0
	0
	0
	0
	
	0
	
	0
	0
	
	0

	Plant and machine operators and assemblers
	19
	0
	0
	
	12
	0
	0
	3
	
	2
	
	0
	0
	
	36

	Elementary occupations
	26
	0
	0
	
	7
	0
	0
	0
	
	0
	
	0
	0
	
	33

	TOTAL PERMANENT
	85
	4
	1
	
	50
	1
	0
	29 MERGEFIELD "A1007" 
	
	20
	
	0
	0
	
	191

	Non – permanent employees
	 MERGEFIELD "A1101" 
	0
	0
	
	
	0
	0
	0
	
	0
	
	0
	0
	
	0

	GRAND TOTAL
	85
	4
	1
	
	50
	1
	0
	29
	
	23
	
	0
	0
	
	191


6. SWOT ANALYSIS

Table 6: SWOT Analysis
	STRENGTHS
	WEAKNESSES

	· Well established and widely respected institution

· Willingness to learn and adapt to changing circumstances

· Positive capital reserve

· Knowledge in vaccinology and vaccine development
· ISO 9001: 2000 certification
· Vaccines produced from local SA strains 
providing a strategic advantage for the domestic market

· Strategic advantage globally due to  our expertise in trans-boundary tropical diseases 

	· Lack of GMP accreditation 

· Mature Products at an advanced stage of their life cycle  

· Old and outdated technology, facilities and equipment leading to production and reliability issues.
· Inadequacy of specialised human capacity at OBP LTD.

· Limited marketing resources

· Slow response time to emerging business opportunities

· Loss  of market share due to inappropriate outdated Technologies (Live vaccines, safety etc)

· Declining profit margins due to a reduction in turnover with increase in production cost


	OPPORTUNITIES
	THREATS

	· New and growing market opportunities – locally and internationally 

· Exposure to new technologies

· Provision of efficient and effective administrative support infrastructure

· Opportunistic sales due to disease outbreaks 

· Spread of tropical diseases into new areas due to  climate changes 

· Government Strategic Initiatives like;  NEPAD – Promote/enhance OBP LTD’s market share in Africa

· ASGISA – Marked development in Emerging Farming sector. , 

· Grow business through:

· Acquisition of technology/products

· Joint ventures

· Strategic alliances

· Collaborations

· New business opportunities

· Vaccine bank

· Facility Upgrade and GMP compliance
	· Growing competition on OBP LTD product range and new vaccine production facilities

· Restrictive/Prohibiting Regulatory requirements (Act 36, Animal disease Act, etc)

· Trade barriers 

· Lack of GMP/GLP and stringent Regulatory requirements

· No more protected Open trade 

· Lack of capacity from regulatory authority  Office (Act 36)


7. STRATEGIC OBJECTIVES FOR GROWING OBP LTD
7.1. FINANCIAL STRATEGIC OBJECTIVES

Table 7: Financial Strategic objective

	
	2008/09
	2009/10
	2010/11

	Sales Revenue
	R79m
	R96m
	R102m

	Gross Profit %
	31%
	34%
	34%

	BEE 
	40%
	45%
	48%

	New Facility *
	R7.5m
	R163. 3m
	R157.2m


*Special funding required
7.2. NON – FINANCIAL STRATEGIC OBJECTIVES:

7.2.1. Strengthen OBP LTD innovation drive through capacity building, technology acquisition and development and scientific excellence to increase OBP LTD’s market share.
7.2.2. Improve the efficiency and effectiveness of production and compliance, by ensuring a high production rate in order to increase product availability and to improve production processes.

7.2.3. To intensify OBP LTD’s efforts toward GMP certification and GLP accreditation by focusing on our internal systems and facility renewal and upgrading programs to improve our strategic position in the vaccine manufacturing. 
7.2.4. To implement OBP LTD Human Capital Strategy to ensure an integrated management of human resources and organisational development.

7.2.5. Develop policies and processes in compliance with legislation, good governance practices and National Key Point requirements. 
7.2.6. To strengthen our market position in the local and world markets by improving OBP LTD product differentiation and diversification through acquisition and technology transfer. 

7.2.7. To strength and protect OBP LTD intellectual property.

7.3. ALIGNING STRATEGIC OBJECTIVES TO STRATEGIC INTENT
	STRATEGIC INTENT
	STRATEGIC OBJECTIVES

DIVISION’S KEY PERFORMANCE AREAS

	7.3.1. Provide active support to the shareholder’s strategic programs and initiatives aimed at the transformation of the agriculture sector in general and specific objectives of increasing South African animal population and black enterprise development. 
	a) To strengthen our market position in the local and world markets by improving OBP LTD product differentiation and diversification through acquisition and technology transfer. 



	7.3.2. To build OBP LTD into a viable and modern organisation with sound corporate governance, risk management profile, world class processes and systems and a strong intellectual property base.
	a) Develop policies and processes in compliance with legislation, good governance practices and National Key Point requirements. 

b) To strength and protect OBP LTD intellectual property.



	7.3.3. Drive the growth and development of OBP LTD as a leading State owned provider of Animal Health products in the SADC and to build a product profile that enhances our market leadership and strong global presence through innovation, research, and development.
	a) Strengthen OBP LTD innovation drive through capacity building, technology acquisition and development and scientific excellence to increase OBP LTD’s market share.
b) Improve the efficiency and effectiveness of production and compliance, by ensuring a high production rate in order to increase product availability and to improve production processes.

c) To intensify OBP LTD’s efforts toward GMP certification and GLP accreditation by focusing on our internal systems and facility renewal and upgrading programs to improve our strategic position in the vaccine manufacturing. 
d) To strengthen our market position in the local and world markets by improving OBP LTD product differentiation and diversification through acquisition and technology transfer. 

	7.3.4. Strive towards building a human capital strategy that optimises the utilisation of all OBP LTD employees in addressing current and future human resources challenges, including shortage of critical skills in biotechnology applied to animal health.  
	a) To implement OBP LTD Human Capital Strategy to ensure an integrated management of human resources and organisational development.
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