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CHAIRMAN’S REPORT

CH WIESE

SOUTH AFRICA AND THE GLOBAL ECONOMIC ENVIRONMENT
It has been a tumultuous year for South Africa and some of its major 
trading partners. In December, almost halfway through the Group’s 
reporting period, the country faced a financial crisis when the Minister 
of Finance was replaced and then a few days later, replaced again while 
the rand tumbled to one of its lowest levels ever and the country faced 
the spectre of a credit ratings downgrade. Investor confidence reached 
a low ebb while the political infighting continued. However, even before 
this upheaval, South Africa’s economy was already on a slippery slope 
with industrial output stalling, unemployment rising higher and the ever-
increasing danger of a recession. In the first quarter of 2016 the 
country’s GDP in fact shrunk by 1.2% and by June this year foreign 
direct investment was down 69%, the lowest level in 10 years. 

South Africa, like all other countries, emerging ones in particular, 
has been deeply affected by the global economy which is still struggling 
to rid itself of the last vestiges of the 2008 financial crisis to the extent 
where the World Bank recently again lowered its global growth forecast 
for this year. Recovery where it has occurred, including among some of 
South Africa’s major trading partners, has been lacklustre. In addition, 
the low commodity prices on world markets and the slowdown in the 
Chinese economy have further stifled growth in a number of especially 
emerging economies. 

Nevertheless, South Africa has to accept responsibility for the 
position in which it finds itself given the deep-rooted structural 
problems in the economy. These are not being sufficiently addressed, 
which is why in a recent report the IMF urged the country’s leadership 
to start taking decisive action to revive the economy and return the 
country to a growth path.

Fortunately, a start is being made to achieve this, with the Ministry of 
Finance taking steps to curb expenditure. However, much more is needed. 

I was a member of a team led by the Minister of Finance on a 
roadshow in March to the US and UK when we met a great many 
prominent investors. My overriding impression was that people really 
want South Africa to succeed. What came through very clearly is that if 
foreign investors are to regain confidence in the country’s potential, we 
need political stability matched with policy certainty and fiscal 
consolidation, along with greatly improved governance of state-owned 
enterprises. The message was also that Government, inter alia, will 
need to resolve the dispute around the principle of “once empowered, 
always empowered”. 

Another opinion expressed on a number of occasions was that 
private sector people with business experience and acumen should be 
seconded to state-owned enterprises to help them restructure their 
operations so they can start to flourish in a free-market environment. 
I know for a fact that the private sector has frequently offered to work in 
partnership with the government to help remove some of the stumbling 
blocks impeding our economy. That invitation still stands.

Critical to igniting growth is the harnessing of the country’s 
entrepreneurial spirit. For an example of what can be achieved, we can 

look to the minor revolution in the mining industry where the few 
monolithic companies are being replaced by smaller, entrepreneurially-
driven businesses with young leadership taking a very different 
approach to the role of this industry in our economy.

I have said much needs to be done before South Africa will again be 
a winning country but let me stress just how deeply impressed I was 
during the overseas roadshow by the world-class talent within the SA 
Reserve Bank and the Treasury. They are a measure of the South 
African expertise we have available to make the country a better place 
for all South Africans.

THE GROUP IN AFRICA
We decided a long time ago that Africa would be the future for our 
business. This is a conviction that has only strengthened over time, 
underscored by the rate at which we have been expanding our 
operations on the continent and our plans for future growth. At present 
we are active in 14 markets beyond the borders of South Africa and we 
are constantly investigating other countries in Africa which we believe 
hold the potential for us to achieve economies of scale within a 
relatively short time. 

We believe there are highly convincing reasons for our decision to 
treat the rest of Africa as our second home. The continent currently has 
a combined GDP of an estimated US$3 trillion; it contains 60% of the 
world’s uncultivated arable land; it is blessed with a wealth of natural 
resources; and it has a population of 1.2 billion, mainly of young people.

We are only too aware of the need to distinguish very clearly 
between potential and present-day realities, for Africa is still very much 
a continent in transition, comprising as it does a range of divergent 
economies all very much in the process of development.

Over our more than 20 years in Africa we have seen enormous 
changes taking place, including the growing sophistication of its 
consumers, with markets becoming far more nuanced. And despite 
present setbacks, the continent is still growing at a faster pace than 
most other regions of the world. The IMF expects Africa to grow 
between 2016 and 2020 at an annual growth rate of 4.3%. 

Even if this is too optimistic a projection, what is important for 
Shoprite committing itself to Africa are facts such as that 21 million 
stable new jobs were created on the continent in the last five years. In 
addition, Africa is urbanising at a rapid rate. Over the next decade, 
according to a United Nations report, 187 million more Africans will 
move to the cities where productivity is three times higher than in rural 
areas. In our view this urbanisation should lead to a rapid growth in 
consumption by both households and businesses in the more 
advanced and diversified economies. 

At the same time, we are only too aware of the fact that to realise its 
potential Africa will have to overcome formidable obstacles such as the 
lack of adequate infrastructure, not only in terms of roads, rail and 
harbours but also of a reliable and sustainable electricity supply. At the 
World Economic Forum in Africa, held earlier this year in Kigali, it was 
stated that 600 million people on the continent still don’t have access 
to electricity. 

Much progress has been made in rectifying this situation. What has 
not changed in any marked way is the endless red tape and 
bureaucracy and, as in so many other parts of the world, the graft and 
corruption. Bureaucratic red tape is still making moving goods across 
borders hugely frustrating. 

Despite the existence of a number of trading blocs in sub-Saharan 
Africa a multitude of trade barriers remain and these, together with high 
import duties, are greatly inhibiting intra-African trade. We are still to 
see the benefits of the recently established 26-nation free-trade pact 
that is to create a common market spanning half the continent. 

However, we have committed ourselves to Africa for the long term. 
Commodity markets are cyclical and those countries now suffering 
because of the global slump will in time blossom again when the 
market turns. The present drought in Southern and East Africa will end, 
and a country like Zambia will again flourish as food production returns 
to normal. 
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Through our presence in Africa, we are making a meaningful 
contribution. We have not only brought a new standard of food retailing 
to the countries on the continent where we trade, but we also employ 
over 20 000 locals in a range of positions. In addition, we have built up 
a network of local manufacturers with whom we work closely to ensure 
that their products meet the standards we demand in South Africa. 

THE BOARD
It was with considerable regret that we accepted the retirement of 
Mr JG (Gerhard) Rademeyer as a member of the Board at the last 
annual general meeting. My professional relationship with him goes 
back more than 30 years when he was a young chartered accountant 
with the auditing firm we employed. We have maintained a close 
relationship ever since. Fourteen years ago he became a director of the 
Shoprite Group and in time was appointed Lead Independent Director 
and chairperson of the Audit and Risk Committee. His contribution to 
our deliberations has at all times been insightful and authoritative. 
Mr EC Kieswetter has taken over his responsibilities as Lead 
Independent Director, while Mr JF Basson now chairs the Audit and 
Risk Committee. Mr Rademeyer, now 67, will be sorely missed. Our 
very best wishes and gratitude accompany him.

ACKNOWLEDGMENT
Hardly a year goes by without noting how difficult and challenging it has 
been. But then, business is all about challenges. It is also what brings 
out the best in people. Even so, the past year has been particularly 
demanding. A year ago South Africa’s economy was still growing at just 
under 2%; now it is down to nil. And yet we coped and survived it very 
well; in fact, reporting even better results than the year before. It has 
everything to do with people, at every level in our business, who have 
been toughened by the very conditions under which we operate. As a 
board we are only too aware of and grateful for the sacrifices all 
members of management and staff have made to achieve our results. 
At the same time as chairman I also want to recognise and extend my 
deepest appreciation for the incisive leadership my fellow directors 
have provided to make all of this possible. 

CH WIESE
Chairman

22 August 2016

Shoprite Palanca, Angola, re-opened in April 2016.
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