CREATING VALUE THROUGH
OUR BUSINESS MODEL
Our business model describes how we create and preserve
long-term sustainable value, and minimise value erosion,
for all our stakeholders – through the effective and
balanced use of our capitals – while keeping the customer
at the centre of everything we do. Our business model is
underpinned by strong corporate and social governance,
with our unique and enduring values at its core.
The Group’s successful navigation of the Covid-19 pandemic and its rapid
recovery from the devastating civil unrest in July 2021 is testament
to the strength and resilience of its business model. The Group, through
extraordinary teamwork, decisive and responsible action, and an unwavering
commitment to the principles and objectives of its Ekuseni long-term plan,
has preserved the stakeholder value under its care.

We rely on six capitals as inputs into our business model:
Financial capital
Our financial resources include equity and debt funding, and
earnings generated and retained by the Group. We rely on our
financial resources to fund our growth plans, enhance the quality
of our estate and customer offer, invest in new infrastructure,
systems and technologies, upskill and develop our staff, and
advance our long-term strategy.

Manufactured capital
We use physical infrastructure within our operations that
includes our store estate, distribution capacity, and information
technology platforms. We rely on this manufactured capital to
procure, transport, store and display our products in a range of
store formats, enabling us to serve customers across a diverse
socio-economic spectrum.

Intellectual capital
The Group’s experience, data, systems and processes enable us
to understand our customers and how we can serve them better.
Centralisation, including advanced forecast and replenishment
systems, supports greater operational efficiency, alongside our
outstanding information technology infrastructure. Our range of
own brand and confined label products suit every customer’s budget.

Human capital
Valued colleagues across Pick n Pay, Boxer and TM provide critical
skills, talent, ambition and diversity that underpin an effective
team. We rely on and invest in our human capital to provide our
customers with convenient and reliable access to high-quality,
safe and competitively priced products and value-added services,
with great service in outstanding stores.

Social and relationship capital
Our stakeholder relationships are governed by our values and the
enduring principle that doing good is good business. We rely on
these relationships to earn the loyalty of our customers, generate
more jobs, contribute to the communities we serve and to develop
local suppliers and small businesses.

Natural capital
We utilise environmental resources during the production,
distribution and sale of consumer products. We are committed
to reducing our consumption of natural and scarce resources in
our operations and, with thousands of suppliers and millions of
customers, we are extremely mindful of our broad reach and our
broad impact.
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Our business model ensures we utilise our capital inputs across our business operations in the most effective and efficient
manner to optimise our capital outputs and outcomes for all. Our business model maintains a virtuous circle which balances
the needs of our stakeholders in a fair and equitable manner, while effectively managing the trade-offs between our capitals.
The balance and stability provided by the Group’s operating model – guided at all times by the underlying principle that doing
good is good business – has underpinned the strength of the business through the challenges of the past two years and has
safeguarded the interests of all stakeholders.

Through our business activities, we serve customers
across a broad and diverse demographic.

We provide a competitive customer offer
We provide a leading product range, including
value-added services, at competitive
prices through high-quality stores that are
conveniently located within customer reach.

• Governance: the Board influences
the strategic direction of the Group
and oversees remuneration and
incentives linked to the capitals

• Material risks and opportunities:

We run cost-effective and
efficient operations

external conditions, trends and
internal factors influence business
activities and performance, creating
a growth environment or restricting
ability to create value

The Group has built an increasingly efficient
supply chain, lean store operations and
support offices, and an effective franchise
model. Cost and efficiency savings are
invested into a competitive customer offer.

We source and buy products effectively
and responsibly

• Strategy and resource allocation:

Our business
model maintains
a virtuous circle

We buy better for customers, underpinned by
ethical sourcing and food safety standards
that contribute towards securing sustainable
future supply.

Our business activities are supported by
a team of retail specialists driven by a highperformance culture
Our customer-focused, talented and diverse
retail team execute our long-term growth plans.
These plans support employment within the
communities we operate in.

business activities support and
drive resource allocation plans to
achieve short, medium and long-term
strategy

• Stakeholders: participate in our

shared value creation through a range
of engagements and relationships

• Performance: business activities
have financial and non-financial
implications that can impact the
capitals available to the Group

We stimulate economic and social
upliftment within the communities we serve
Our successful strategy supports investment
in our communities, in line with our ethos of
doing good is good business, as captured in our
enduring values and our purpose statement as
set out on page 6 and page 13 respectively.

Our capital outputs

Our capital outcomes

Our capital outputs include the wide range of products and services that we sell
to our customers under our Pick n Pay, Boxer and TM brands, including food,
groceries, clothing, general merchandise, liquor and other value-added services.

Our business activities and
capital outputs transformed
our capitals during the year.
Our capital outcomes include
a range of internal and
external consequences for
our stakeholders, which are
outlined in more detail on the
following pages of this report.

As a result of our retail operations, we produce by-products and waste (including
food waste, our packaging impacts and carbon emissions). Due to our broad
reach, our by-products and waste must be properly managed to mitigate any
adverse impact on the availability of natural capital and to safeguard our social
licence to operate in the short, medium and long term. Read more in our 2022
ESG Performance Summary and Databook, available online.
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Constraints and challenges faced during the year included:
• The resumption of trading restrictions over the sale of
liquor in June 2021, with estimated lost sales of R0.9 billion
• The civil unrest in KwaZulu-Natal and parts of Gauteng in
July 2021, with estimated lost sales of R1.8 billion
• A challenging consumer environment in South Africa, with
increasing consumer need for lower prices
• Escalating operating costs, including fuel, electricity, water
and other utility costs
• Currency weakness and hyperinflation in the Rest of Africa
segment

Manufactured capital

Financial capital

Action taken to enhance positive outcomes and minimise negative outcomes in FY22

Actions taken to enhance positive outcomes and minimise
negative outcomes for our stakeholders in FY22
• Invested close to R800 million of gross profit margin into
lower prices, restricting internal selling price inflation to 2.9%
• Pursued greater cost discipline – with like-for-like cost
growth of 2.4% below like-for-like sales growth of 4.5%
• Carefully managed net cash and liquidity, with net finance
costs down 6.7%
• Formulated and submitted complex insurance claims, with
interim business interruption claims received in March 2022
Value created for our stakeholders included:
• Increased Group pro forma PBT by 24.9%, notwithstanding
significant trade disruptions, as a result of the disciplined
and responsible allocation of our financial capital
• Paid a total dividend of 221.15 cents per share to
shareholders, up 23% in line with the growth in pro forma
headline earnings per share

Value created for our stakeholders included:
• R102.6 million invested in training and education
• Sustained 90 000 jobs across our Group and created
1 800 net new jobs in FY22
• 4 600 promotions
Relevant material issues:
“Health and safety” and “Talent, retention and diversity” – refer
pages 38 to 39

Relevant material issues:
“Customer value proposition” and “Operational disruption and
business resilience” – refer page 37

Social and relationship capital

Human capital

Actions taken to enhance positive outcomes and minimise
negative outcomes for our stakeholders in FY22
• Extended our health and wellness programmes
• Continued to make good progression on transformation:
» 74% of our store staff and 59% of our support staff are
female
» The majority of our store staff and 68% of our support
office staff are ACI
• Increased our employment of people with disabilities – now
constituting 2.1% of our staff complement
• Increased staff engagement through Workday
• Improved staff productivity across our supply chain and
store operations

Actions taken to enhance positive outcomes and minimise
negative outcomes for our stakeholders in FY22
• Responded rapidly to rebuild and restore damaged
operations in KwaZulu-Natal and Gauteng
• Took action to fully recover material damage losses (stock,
assets and other costs) arising from the unrest
• Converted seven underperforming Pick n Pay franchise
stores to company-owned Pick n Pay stores, and two
company-owned Pick n Pay stores to Boxer
• To improve estate profitability, 49 underperforming stores,
across all formats, were closed
• Refurbished 40 Pick n Pay supermarkets to drive stronger
customer growth in the more affluent segment of the market
• Commenced the development of our new Pick n Pay
Eastport distribution centre in July 2021
Value created for our stakeholders included:
• 139 new stores across all formats, including 19 Pick n Pay
supermarkets, 21 Boxer supermarkets, 56 liquor stores
and 27 clothing stores – evidence that our store opening
programme remains strong, notwithstanding disruptions

Relevant material issues:
“Customer value proposition”, “Operational disruption and
business resilience” and “Foreign investment returns” – refer
page 37

Constraints and challenges faced during the year included:
• Physical and mental well-being of staff as a result of the
Covid-19 pandemic
• Physical distancing measures in support offices and staff
adapting to remote and hybrid working

Constraints and challenges faced during the year included:
• Severe damage to supply chain infrastructure and store
estate as a result of the civil unrest in July 2021
• Extended periods of loadshedding in South Africa, Zambia
and Zimbabwe
• Escalating operations costs to safeguard property, including
cost of security and insurance

Constraints and challenges faced during the year included:
• Low economic growth and high unemployment impacting
the socio-economic welfare of the communities we serve
• Devastating impact of civil unrest across our value chain –
including on suppliers, service provider and franchisees
• Store closures as a result of the unrest disrupted food supply
into affected areas’ suppliers
• Community protests in response to a lack of local municipal
service delivery led to some store closures in our Boxer business
Actions taken to enhance positive outcomes and minimise
negative outcomes for our stakeholders in FY22
• Continued optimisation of our store estate – growing into areas
of under-representation and closing under-performing stores
• Continued to prioritise local sourcing, which now represents
over 95% of food and grocery sales and 40% of clothing sales
• Strengthened price and promotions across Pick n Pay and
Boxer to assist hard-pressed customers
• Distributed social grants, which have a significant multiplier
impact
• R4.3 billion spend with SMMEs during the last financial year
Value created for our stakeholders included:
• Feed the Nation was at the forefront of the humanitarian
response to supply essential food and groceries to
communities affected by the civil unrest
• 80% of sales now through our Smart Shopper customer
loyalty programme

• Pick n Pay and Boxer were the first retailers to distribute
the South African government’s Social Relief of Distress
(SRD) grant
Relevant material issues:
“Customer value proposition” and “Operational disruption and
business resilience” – refer page 37
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Intellectual capital

Looking forward to FY23
Constraints and challenges faced during the year included:

• Increased concern around cybersecurity, particularly due
to higher levels of remote working
• Forecast and replenishment in the face of supply chain
disruption
• Access to digital expertise as the Group expands its online
reach
• The ability of the single Pick n Pay brand to adequately meet the
needs of all consumers in a constrained economic environment
Actions taken to enhance positive outcomes and minimise
negative outcomes for our stakeholders in FY22
• Sustained investment in supply chain capability and digital
security and innovations – R530.2 million invested during
the year
• Smart Shopper loyalty programme used as a key lever in
delivering value to customers through its Smart Prices
• Supply chain efficiency and better buying through Project
Future
• Implemented our digital HR platform Workday
Value created for our stakeholders included:
• Relaunched the Group’s on-demand online offer asap! in
August 2021 – delivering sales growth of 300% since launch
• Completed migration of all system loads to AWS Cloud
Migration Services
• Our new Ekuseni strategy seeks to build on the strategic
advantages of the Group – including redefining our
relationship with the Pick n Pay customer through the
development of two customer-facing supermarket brands
and the acceleration of the Boxer brand

Natural capital

Relevant material issues:
“Customer value proposition”, “Operational disruption and
business resilience”, “Digital stability and security” and “Talent,
retention and diversity” – refer pages 37 to 39

Constraints and challenges faced during the year included:
• Ongoing impacts (direct and indirect) of climate change
• Water scarcity in the Eastern Cape and severe flooding in other
parts of South Africa
Actions taken to enhance positive outcomes and minimise
negative outcomes for our stakeholders in FY22
• Formally set a Group carbon commitment to be Net Zero
by 2050
• Developed a climate change and energy policy
• Published a waste policy to guide our efforts to reduce
and repurpose waste, with 15 600 tonnes of waste
recycled in FY22
• Improved our packaging database and reporting processes
• Our new stores are increasingly energy efficient
• Key collaborations with suppliers, for example: Cerebos is
providing Pick n Pay with potable water from its desalination
plant in the Eastern Cape. This assists our efforts to provide
staff and stores in the region with safe drinking water, at a
time of severe water crisis
Value created for our stakeholders included:
• Achieved important gains in reducing our carbon footprint
– 37% of stores now use a form of natural refrigerants; 36
stores have full CO2 refrigeration systems and 80 have CO2
hybrid systems; and achieved a 35.1% reduction in energy
intensity
• Reduced the average packaging weight for Pick n Pay own
brand products by 16.9%
Relevant material issues:
“Operational disruption and business resilience” and “Climate
change” – refer pages 37 and 40

As a result of the actions taken
during FY22, we believe that we
have a strong base from which
to grow and that our capitals are
sufficient to enable us to execute
our new Ekuseni Strategic Plan
effectively and responsibly.

• Strong balance sheet and cash flow
• High levels of liquidity and low levels of gearing
• Strategic investments into essential food and
groceries

• High-quality franchise book
• Strong depth and breadth in our store estate with a
solid store pipeline

• Mature, effective and growing central supply chain
• Key partnerships with logistics and functional
outsource partners

• Stable and future-fit IT infrastructure
• Strong brand loyalty across Pick n Pay, Boxer and
TM Supermarkets

• Smart Shopper is the most used loyalty programme
in South Africa, delivering unrivalled customer
insights
• Compelling omnichannel proposition, driven by
our asap! on-demand platform and commercial
agreement with Takealot
• Strategic focus on digital innovation, including
automation, advanced analytics and artificial
intelligence

• New executive leadership under Ekuseni, including a
new Head of HR for Pick n Pay

• Strengthened short-term incentive framework and
formal performance appraisal process

• Simplified HR processes and closer staff
engagement through Workday

• Optimised functional outsourcing in our supply chain
– delivering greater skill, efficiency and stability

• Ekuseni is redefining and strengthening our
relationship with our Pick n Pay and Boxer
customers
• Closer engagement with and support of our
franchise community with the appointment of a new
Head of our Franchise division
• An enterprise development programme, mentoring
almost 300 small suppliers
• A broad corporate social investment programme that
targets the alleviation of hunger and poverty and the
social upliftment of the communities we serve

• Established systems, policies and processes to
further reduce energy and water consumption,
guided by measurable targets to reduce our
environmental impact aligned with our Ekuseni
Strategic Plan
• Established relationships with strategic partners
such as FoodForward SA and the 10x20x30 Food
Waste Initiative to further reduce food waste in our
value chain
• Ongoing commitment to promote and support
positive climate action within our spheres of
influence
• Expanding our renewable solar energy programme
at our stores (owned and leased) and distribution
centres
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Unpacking the significant capital trade-offs we anticipate making during FY23
We anticipate several trade-offs based on what we would like to achieve in FY23. Management’s
judgement in prioritising stakeholder needs and capital resources will be particularly significant to
ensure our business continues to grow, adapt and innovate, without placing stakeholders at undue risk.

Anticipated capital trade-offs include:
Significant investment into new Pick n Pay and Boxer stores and the refurbishment of the Pick n Pay estate under
the ambitions of Ekuseni, with measures in place to mitigate environmental impacts
Under Ekuseni, the Group has plans to realign its store estate and invest significantly in a store roll-out programme. This will require
capital investment and the utilisation of natural resources in the short term to meet our ambitious growth targets. It also requires
balancing our investments between Pick n Pay, Pick n Pay “Project Red” and Boxer stores – informed by the needs of our customers,
while targeting spend to the investments which generate the greatest return. Over the longer term, the impact on our financial and
natural capital will be offset by our commitment to greater business efficiency, which will enable us to reinvest in our customer value
proposition, as well as performance against set environmental targets that include emission reduction targets, renewable energy
targets and energy efficiency targets.
Relevant Ekuseni focus areas: Capitals impacted:

1

2

(short-term)
(long-term)

(short-term)
(long-term)

Investment into key food and grocery lines ahead of price increases to keep our prices low for customers for as long
as possible
In response to the challenging consumer environment and CPI Food of 6.0% in April 2022, we remain committed to ensuring a
consistent supply of essential food and groceries at affordable prices to our customers. This includes maintaining consistently
high levels of on-shelf product availability. This will require investment into key inventory lines for the Group, which will impact our
net cash position in the short-term, and be recouped through higher sales volumes thereafter.
Relevant Ekuseni focus areas: Capitals impacted:

1

2

Building the office of the future: a simpler and more effective support function, including investment into digital
systems and automation, which will result in a leaner support team
Project Future remains a key element of the Group’s Ekuseni Strategic Plan and prioritises growth and efficiency to ensure we
maintain momentum in an increasingly challenging economic environment. A key component of this is ensuring that we build a
modern, efficient and agile office of the future, better able to serve our customers over the longer term. While this will result in
necessary adjustments to our human capital, including the closure of our Johannesburg head office, which could bring anxiety and
uncertainty to those affected, it is important to unlock savings to deliver future success.
Relevant Ekuseni focus areas: Capitals impacted:

4

5

Balancing investment spend between South Africa and the Rest of Africa
The Group is cognisant of the real risks of trading in emerging market economies in the Rest of Africa, including complex political,
economic and operational challenges. However, these markets provide significant growth opportunities, driven by young and
growing working-age populations and the rapid formalisation of informal retail markets. The Group is repositioning its Rest of Africa
store operations, most notably in Zambia, into an increasingly cost-effective and efficient limited range discount model. The Group
is committed to driving long-term sustainable growth in the Rest of Africa, at acceptable levels of risk, and without comprising core
South African operations.
Relevant Ekuseni focus areas: Capitals impacted:

1

4

(short-term)
(long-term)

(short-term)
(long-term)

(long-term)
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Looking to the future, our management team has developed a strong strategic plan to bring Pick n Pay
closer to the customer and accelerate the progress delivered in recent years.
Through the actions taken during the year, we have strengthened our capital inputs and supported our strategic ambition to deliver long-term
sustainable value creation. This ambition is anchored by a strong balance sheet, low gearing levels, and strategic funding partners who continue
to demonstrate ongoing support for the Group and our long-term growth strategy.
Every decision we take will be informed by our corporate governance framework, which ensures that we align our interests with those of our
stakeholders. Our ethical value system and purpose statement will continue to guide our everyday decision-making, supported by a sound risk
management framework that considers the social and environmental impact of our actions and operations.

