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CHIEF EXECUTIVE’S REPORT

JW BASSON

Our results achieved in the 2016 reporting period, which covered 53 
weeks against 52 in the preceding year, is testimony to the lessons 
learnt and experience gained over many years of operating successfully 
in the middle to lower end of the market. We increased total sales by 
14.4% (11.6% on a comparative 52-week basis) while like-for-like 
growth was 5.5%. 

There are many and complex factors which contributed to these 
results, but crucial amongst them has been an unwavering focus on 
ensuring the lowest prices while also subsidising the price of basic 
foodstuffs wherever possible. Rigorous cost control and more effective 
operating methods have enabled us to achieve this without 
compromising our trading profit margin which remained at 5.6%. 
Despite intense local competition we managed to keep market share 
above 30%. 

The 12 months to June have been a challenging time for South 
Africa. The country is in a low-growth cycle due to external factors 
beyond our control such as the continued growth-slowdown in the 
Chinese and world economy and the uncertainty brought about by 
Brexit. 

In the climate of political and economic challenges and high 
 unemployment, domestic growth has slowed. The cost of living was 
compounded by the worst drought in 35 years which has impacted 
prices of basic agricultural products. As a result, the disposable income 
of especially lower-income consumers has come under increasing 
pressure. 

On the other side of the spectrum, economic growth in countries 
such as Angola and Nigeria was stifled by the continued low price of 
crude oil on world markets and by ongoing political instability. We 
nevertheless remain confident of the potential of the continent in the 
longer term. The 15 markets in which we trade have a combined 
 population of 500 million people and collectively R15 trillion in GDP.

The low commodity prices also have a positive effect over the 
longer term for these countries as they now are forced to reduce their 
dependence on oil and expand and diversify their economies into new 
areas and services. All the countries in which we trade, especially 
Angola, have vast agricultural potential which can be realised in a 
 relatively short time to provide additional sources of income. 

We have in the past year focused on customer centricity in our 
 business approach. Fulfilling shoppers’ basic requirement – every time 
finding on the shelf the product he or she wants at a competitive  price – 
has major implications for the way we run the business. We took a 
 decision very early on that the only way to ensure regular on-shelf 
 availability would be for us to control the whole of the supply chain.

We have since created an ongoing network of distribution centres to 
which suppliers deliver their products and from where we service our 
stores in terms of their individual requirements as and when needed. 
We also use these centres to stock up on supplies in good times so that 
when prices go up, we are not immediately forced to pass on such 
increases to our customers.

We have greatly expanded our staff training programmes, building 
skills as well as a more service-orientated culture. In the 12 months to 
June we devoted 1.8 million hours to training members of our 137 775 
staff complement to achieve these objectives. Since 2011 we have 
been able, through the growth in our business, to create almost 9 000 
job opportunities a year on average, at a time when official 
unemployment has averaged more than 25%.

In our quest to satisfy customer needs, we have been rewarded by 
greater shopper loyalty. South Africans have voted us the top food 
retailer in most major consumer awards such as The Times Sowetan 
Retail Awards. In the most recent Deloitte Global Powers of Retailing 
survey, Shoprite Holdings was also named Africa’s number one food 
retailer. 

OPERATIONAL REVIEW

SUPERMARKETS IN SOUTH AFRICA
The South African supermarket operation, which is our core business 
representing more than 80% of total supermarket turnover, continues 
to dominate the South African food retailing sector in terms of its sheer 
size and customer support. It performed very well under the difficult 
prevailing circumstances. Boosted by a strong second half, it achieved 
a turnover growth of 10.9% (8.1% on a 52-week basis).

The majority of South African consumers still prefer the Group’s 
supermarkets, which now has 29.1 million individual shoppers 
according to AMPS. This equates to 76% of the adult population and is 
double that of its nearest rival. During the year the Shoprite, Checkers 
and Usave supermarkets collectively served one billion customers in a 
single year for the first time, equating to 86 customers served per 
second. 

The level of efficiency with which we manage our business is also 
reflected in our internal food inflation. Based on a monthly 
measurement of 81 000 product lines, it averaged just 3.5% for the 
year, well below South Africa’s official rate of food inflation according to 
Statistics SA at 7.2% for the same period. 

During the reporting period we opened 79 new supermarkets of 
which 57 are in South Africa and 22 in the countries beyond its borders. 
We further streamlined our food-retailing formats to better serve the 
needs of their communities and do so profitably. Many of these new 
stores are located closer to shoppers’ homes for greater convenience. 

The Shoprite brand, as the flagship of the Group, despite its target 
market coming under some pressure delivered satisfactory results. 
Management embarked on a number of highly successful promotional 
programmes throughout the Group but particularly within the Shoprite 
chain. Its stores also serve as important centres for the monthly pay-out 
of grants and paid out 19 million grants over the year for children, the 
elderly and the unemployed.

Checkers, and the Checkers Hypers in particular, reported solid 
growth during the year. Work is ongoing in the Checkers stores to 
further upgrade its specialist departments for cheese, wine, meat and 
fresh foods to increase their appeal for higher-income urban 
professionals in particular. 

Usave with its limited range of essential product lines and promise 
of everyday low prices, also enjoyed a good year, growing turnover and 
market share.

To support the growing number of outlets, the supply chain 
infrastructure is continually being expanded. In Cape Town a 120 000m² 
development is in progress that will accommodate regional distribution. 
This distribution node is scheduled to become operational before the 
end of 2017. It will consolidate the activities of five distribution centres 
spread throughout Cape Town and its environs and greatly improve 
 efficiencies in the provisioning of stores in the area. 

We are also continuing to extend our expertise in the area of digital 
marketing, with focus on mobile technology. The Group now has 
3 million followers on social media, with more than 1.2 million of them in 
Nigeria, given that country’s high smartphone penetration.
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COMPLEMENTARY SERVICES
As part of the process of becoming more customer-centric, we have 
looked critically at the extent to which we are servicing customer needs 
through the ancillary services we offer in our stores. We want to be a 
place where people can transact other business too, from filling a 
prescription at an in-store pharmacy to booking bus, theatre or cruise 
tickets, or sending money to family and friends. In each supermarket 
there is a Money Market kiosk at which this wide range of services is 
offered such as account payments, mobile-related products, electricity 
and Lotto sales. At the same time, Computicket, which also operates 
mainly from the Money Market kiosks, is being refocused to place a 
greater accent on holiday and travel services. 

The 145 in-store pharmacies in our MediRite chain in South Africa 
filled 5.8 million prescriptions while also providing valuable healthcare 
support, especially in rural areas. We are cooperating closely with the 
South African Department of Health and, increasingly, our pharmacies 
serve as pick-up points for people receiving chronic medication from 
the State. This service will be rolled out to 58 pharmacies in the course 
of 2017. Operations outside of South Africa will be the focus of the 
pharmacy division in the new financial year. It now runs 12 pharmacies 
profitably in Angola. In addition to Angola, the division also operates in 
Swaziland. The SA Medical Control Council recently gave permission 
for MediRite’s wholesale division, Transpharm, to export to those 
countries. 

Our LiquorShop chain of which the outlets in most instances are 
located at the entrance to our supermarkets, forms part of the total 
shopping experience which we provide to customers. They offer not 
only excellent prices but a sophisticated, quality ambience. We opened 
44 outlets during the year to bring the total to 337. A highly profitable 
component of the Group’s overall consumer offering, it increased 
turnover by more than 32% during the year and like-for-like sales by 
15.4%. We plan to open 38 LiquorShops in the new financial year.

NON-RSA EXPANSION
We have always considered Africa a natural extension of our business 
in South Africa. What we have learned in our local market we could, to 
a large extent, apply elsewhere on the continent. In turn, Africa has 
taught us important lessons we have brought home with great success.

In the past year Africa has lost some of its investment appeal given 
stagnant commodity prices, political uncertainty and lower growth. Our 
Group nevertheless enjoyed an excellent year, with sales growth for the 
53 weeks of 32.6% and on a constant currency basis by 39.0%. 

We have performed well in Angola, supplying our 29 supermarkets 
across the country on an almost continuous basis, whereas 
competitors were almost without exception hampered by challenges 
that we managed to overcome. Consequently, sales mushroomed. 
Although trading conditions in Nigeria were challenging because of 
factors such as import restrictions, a collapsing oil industry and a 

Checkers Hyper Mall of Africa, Gauteng Province, South Africa, opened in April 2016.
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CHIEF EXECUTIVE’S REPORT (CONTINUED)

severe lack of foreign exchange, we have continued to grow our 
presence. We are doing so because of our confidence in the country’s 
potential and its future. It is, after all, the biggest economy in Africa and 
is the country with the highest population.

Africa is the future and we are fully committed to it. In the new 
 financial year, we will not only be extending our presence in the 
 countries where we already trade, but we shall continue investigating 
potential entry into other new markets on the continent. 

FRANCHISE DIVISION
The OK Franchise Division is an important extension to our business in 
that it gives us access to smaller, mostly rural communities. During the 
past year the division was substantially restructured and the number of 
OK trading formats reduced, and a strong focus placed on upgrading the 
stores of every member to OK standards. At the same time a programme 
was launched to further improve and strengthen our  relationship with 
members, an initiative that has yielded very pleasing results.

For the first time, management is now allowing potential franchisees 
to acquire standalone liquor outlets without owning a convenience 
supermarket. 

These steps, coupled with an increased frequency of deliveries to 
their OK stores, have resulted in a marked improvement in the quality of 
customer service provided by members who are fully behind our new 
way of doing business. As a result, turnover started climbing 
throughout the division, reaching close to 27% in the final quarter.

We believe the OK brand is a much more competitive and assertive 
player today in the markets in which it operates. The increasing number 
of invitations from developers to take up space in new shopping malls 
is only one factor to support this view. We are looking forward to 
continued growth in the new financial year. 

FURNITURE DIVISION
The Division’s turnover growth of 15.3% (12.5% on a 52-week basis) 
was boosted by a substantial increase in the number of outlets in the 
previous financial year when it expanded its footprint by 103 stores. 
Two of the three chains it operates – OK Furniture, by far the largest 
with 387 outlets, and OK Power Express – are focused on the middle to 
lower end of the market while the third – House & Home – caters mainly 
for the higher income categories.

Like the rest of the Group the Furniture Division is accelerating its 
push into Southern Africa where it now runs 67 outlets in seven markets 
which include Mozambique, Zambia and Angola in addition to the 
BLNS countries. 

The latest amendments to the National Credit Act has legislated a 
more onerous calculation of affordability. This unfortunately had a 
material effect on credit sales, which in turn affected finance and 
 insurance income. The fact that these amendments came on top of a 
depressed economy, had a material effect on this segment’s 
 profitability. 

Shoprite Mandalay, Western Cape Province, South Africa, opened in June 2016.
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SUSTAINABILITY
We are continually refining the structures in our business to ensure that 
we can operate as efficiently as possible in South Africa and elsewhere 
on the continent. I have pointed out before that the lessons we have 
learnt in other countries where an often pioneering approach is 
required, have stood us in excellent stead in our home market. This 
applies as much to resourcefulness and innovative problem-solving as 
it does to being mentally tough and resolute. 

We have learnt that in a highly competitive market an equally high 
level of self-sufficiency is required with reliance on external factors 
reduced to the minimum. It is often said that food retailing is a 
replenishment business, which implies that in addition to price, product 
availability on the shelf is of the most crucial importance. To reduce our 
dependence on others in achieving this objective, we have developed a 
highly efficient supply line that involves a network of distribution centres 
to fully control the flow of merchandise to our stores. With the help of 
our suppliers and backed by the most advanced information systems 
that provide us with real-time information 24/7, we are constantly 
reducing costs in the supply line to ensure an in-store price benefit. 

Our extensive research in mapping the future growth of the business 
covers a wide range of areas, from studying and accommodating 
changing customer buying patterns and marketing via social media to 
demographic studies to determine future population growth areas in 
the light of which we acquire suitable land for eventual store locations. 

We have implemented extensive programmes to reduce energy 
consumption in our stores and throughout the supply line which 
involves major transport fleets. In following the “nil to landfill” approach, 
we commissioned during the reporting period a compacting facility at 
our main distribution centre in Centurion near Johannesburg where 
cardboard and plastic containers from all the stores in our Northern 
Region are processed for recycling. It is measures such as these that 
demonstrate the extent of our environmental responsibility.

To reduce our reliance on imported fresh produce for our more than 
200 supermarkets elsewhere on the continent we run an extensive 
support programme for small-scale local farmers. We supply them with 
assistance at every level to produce mostly vegetable crops to the 
required standards. Developed as an extension of what we run for 
emerging farmers in South Africa, this programme involves introducing 
farmers to professional agriculturists as well as the hosting of farmers’ 
days where expertise, knowledge and latest trends are shared. In 
Zambia, where the Group has had a presence for 20 years, it now buys, 
depending on the time of year, almost 100% of its vegetable 
requirements from local growers while in Nigeria the figure has reached 
about 40%. 

As the growth and success of our business is driven by the 
availability of a sufficient number of skilled employees at all levels, 
training is at the heart of what we do and in the past year members of 
staff attended just over 600 000 training interventions devoted to 
different areas of the business. We target young talent in particular 
through in-house training and at academic institutions to ensure a 

continuous and exceptional skills pipeline. To quote an example: In the 
light of an industry-wide shortage of trained pharmacists, several years 
ago we introduced a bursary scheme to ensure suitably qualified staff 
to propel the growth of MediRite, our in-store pharmacy chain. At 
present there are 83 students with bursaries studying at universities in 
South Africa and Angola while another 85 are either interning or fulfilling 
their year of community service before joining MediRite on a permanent 
basis. Some 70% of these students come from previously 
disadvantaged communities while 68% are women. The scheme has 
already produced almost 40% of MediRite’s present complement of 
172 pharmacists.

We see our extensive involvement in the community as an important 
part of sustaining our business, for the people of the communities in 
which we operate are our customers, our suppliers and our staff. We 
run our corporate social investment programmes in an integrated 
manner. Under the banner #ActForChange we focus particularly on 
helping to alleviate hunger in all the markets in which we have a 
presence. Over the past year we made surplus food from all our stores, 
valued at R109.3 million available to hundreds of verified non-profit 
organisations for distribution to thousands of people every day. At the 
same time our national fleet of mobile soup kitchens distributed almost 
4.5 million meals this year while we are also subsidising basic food lines 
in our stores.

Also central to #ActForChange is the empowerment of women. We 
work closely with women in business to identify opportunities for those 
who have the potential to become suppliers to the Group. We help 
them develop the necessary skills and grow their businesses into 
sustainable operations while also partnering with them to fight hunger 
in their communities. 
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JW “WHITEY” BASSON
Chief Executive

22 August 2016

“ DURING THE YEAR THE SHOPRITE, CHECKERS AND USAVE SUPERMARKETS 
 COLLECTIVELY SERVED ONE BILLION CUSTOMERS IN A SINGLE YEAR FOR THE 
FIRST TIME, EQUATING TO 86 CUSTOMERS SERVED PER SECOND.” 
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