
Introduction
We are pleased to provide you with our integrated annual report for 2015. 
Our integrated annual report is intended for all our stakeholders, with a specific 
focus on the providers of financial capital, being our shareholders and debt providers.

The objective of our integrated annual report is to 

provide our stakeholders with a concise review of the 

Group’s financial, human, social and relationship, 

manufactured, intellectual and natural capitals and 

results for Pick n Pay Holdings Limited RF and Pick n Pay 

Stores Limited and all their subsidiaries and associate 

(the Group) for the 52 weeks to 1 March 2015, as well 

as insight into the opportunities and related risks faced 

by the Group and how these underpin our strategic 

objectives and our creation of value.

We believe this report will provide our stakeholders with an 
improved understanding of our business, how we create 
value, and our strategic focus on ensuring that our value 
creation is sustainable in the long term.

In the interests of environmental sustainability, we do not 
print and post the integrated annual report or our 
sustainable living report to our shareholders.

Printed copies of the integrated annual report are available 
on request from our Company Secretary, Debra Muller, at 
demuller@pnp.co.za or by fax at +27 21 797 0314.

THE PICK N PAY INTEGRATED ANNUAL REPORT

Scope of the report
The integrated annual report covers the strategic objectives, financial performance, 
operational highlights and social, human and environmental impact of the Group.

The report covers the 2015 financial period, with relevant 
comparisons to previous periods, and is consistent with information 
and performance indicators included in internal management 
reporting. The report has been compiled and presented in line 
with the requirements and principles of the following:
• The King Report on Governance for South Africa, and the King 

Code of Governance Principles (King III);
• The Global Reporting Initiative’s G4 guidelines on reporting of 

non-financial information;
• The Companies Act, No 71 of 2008, as amended;
• The JSE Listings Requirements;

• International Financial Reporting Standards (IFRS); and

• The International Integrated Reporting <IR> Framework.

The report presents a range of financial and non-financial 
disclosures and performance measures to assist our stakeholders 
in making an informed and objective assessment of the Group’s 
overall performance in 2015.

Non-financial disclosures provided in this report are specific to 
our Pick n Pay-branded owned business in South Africa. It is our 
intention to expand these disclosures in future in order to provide 
a comprehensive view of the social, human and environmental 
impacts of the Group as a whole, including our impacts outside 
South Africa.

In our continued effort to improve our reporting, we have made 
some changes to the structure and presentation of information, 
particularly in respect of presenting the Group’s long-term strategic 
focus (page 18), business model (page 10) and our remuneration 
report (page 60). This has not materially affected the consistency of 
our reporting, and no previously reported significant information 
has been excluded from the report.

There has been no restatement of financial information in respect 
of prior periods.
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Approval of the  
integrated annual report
The audit and risk committee has reviewed the 2015 integrated 
annual report and recommended it for approval to the Board 
of directors.

The Board acknowledges its responsibility to ensure the integrity 
of the integrated annual report. The directors confirm that they 
have collectively reviewed the content of this report and agree 
that it addresses the material issues faced by the Group. They 
further agree that this report provides a fair presentation of 
the financial position of the Group as at 1 March 2015 and its 
performance for the related 52-week financial period. The 
directors consider the report to be presented in accordance with 
the International Integrated Reporting Council’s International 
<IR> Framework.

The Board approved the integrated annual report for release to 
shareholders on 29 May 2015.

 

Gareth Ackerman Richard Brasher
Chairman Chief Executive Officer

Forward-looking information
This integrated annual report contains certain forward-
looking statements related to the performance and position 
of the Group. All forward-looking statements are solely 
based on the views and considerations of the directors. 
These statements involve risk and uncertainty as they relate 
to events and depend on circumstances that may occur in 
the future. Factors that could cause actual results to differ 
materially from those contained in forward-looking 
statements include, but are not limited to, global and 
national economic and market conditions, competitive 
conditions and regulatory factors. These forward-looking 
statements have not been reviewed or reported on by the 
Group’s external auditors.

Assurance
The Board, assisted by the audit and risk committee, 
is ultimately responsible for overseeing the integrity of 
the integrated annual report. This has been achieved 
by establishing skilled and experienced teams and 
accountability structures to undertake the reporting 
process and by performing a thorough review of the report.

The financial statements have been prepared under the 
supervision of the Chief Finance Officer, Bakar Jakoet, 
CA(SA).

The information included in our integrated annual report 
has been verified by a combination of internal audit and 
external audit assurance. The latter applying to the financial 
statements on pages 92 to 165, and certain sustainability 
indicators.

Feedback
We are committed to achieving the highest standards of 
global best practice in reporting, and continue on our 
journey to implement these standards within the Group. We 
have expanded our disclosures in 2015 and will continue to 
engage with all stakeholders to ensure that we improve year 
on year. We trust that the 2015 integrated annual report has 
achieved our objective of providing you with a deeper 
understanding of Pick n Pay – of who we are, how we do 
business and where we hope to be in the future.

It has become accepted reporting practice for an integrated 
annual report to include summarised financial statements, 
with a full set of financial statements published separately. 
Our shareholders have provided feedback that they prefer 
one document. Pick n Pay therefore includes the full 
financial statements in its integrated annual report.

We are committed to building on and improving this report 
next year and would value your feedback. Any comments or 
requests for additional information can be emailed to our 
Company Secretary at demuller@pnp.co.za.

Materiality
Materiality has been applied in determining the scope and content of 
this report. Materiality is determined by the Board, supported by senior 
management, based on matters that could substantively affect the Group’s 
ability to create value over time and could have a material impact on 
the current and projected revenue and profitability of the Group. More 
specifically, the review includes the material business risks that could have 
a material impact on the Group’s ability to achieve the objectives of its 
strategic long-term plan.

The Group has extensive interaction with the investor community, 
including shareholders and investment analysts, and our review of 
material issues also considers those issues that are material to the 
investor community.

These material issues were again reviewed by the Board and senior 
management during the reporting period to ensure all relevant internal, 
industry and macro-economic factors were considered. These material 
issues are presented on pages 20 to 26 under the seven business 
acceleration pillars of our strategic long-term plan. We have not disclosed 
any information that is considered competitor-sensitive or price-sensitive.
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THIS IS PICK N PAY

Pick n Pay Holdings Limited RF 
and Pick n Pay Stores Limited are 
investment holding companies listed 
on the JSE. Pick n Pay Stores Limited, 
through its subsidiaries and associate, 
operates in the retail sector in South 
Africa and six other southern African 
countries. Pick n Pay Holdings Limited 
RF’s sole purpose is the holding of the 
controlling shareholding in Pick n Pay 
Stores Limited, and is in turn 
controlled by the Ackerman family, 
who have a proud retailing history in 
South Africa. 

Since 1967 when consumer champion Raymond Ackerman 

purchased the first four stores in Cape Town, the Ackerman  

family’s vision has grown and expanded to encompass stores in 

South Africa, Namibia, Botswana, Zambia, Swaziland and Lesotho. 

Additionally Pick n Pay owns a 49% share of a Zimbabwean 

supermarket business, TM Supermarkets.

The Pick n Pay Group, managed through its South Africa and 

Rest of Africa divisions, is a grocery and general merchandise 

retailer, selling a wide range of products at great prices, in 

stores where our customers are welcomed and treated 

with respect. We put customers at the heart of our business. 

Through its Pick n Pay and Boxer brands, the Group serves 

customers across the diverse spectrum of South African society, 

and is expanding its reach into the African continent. More than 

half of all South Africans shop regularly in our stores and we have 

some of the most loyal customers in the country.

The Group continues to develop and grow as a multi-format, 

omni-channel business. Our offer to customers focuses on food, 

non-edible groceries, clothing, liquor and tobacco, health and 

beauty products, building and hardware and general merchandise. 

The offer also includes additional value-added services such as 

financial transactions at till points (including mobile money), 

ticketing services and the sale of gift cards. In addition to 

manufacturer-branded products, we have a number of Pick n Pay 

and Boxer private label products to suit every budget. 

The Group operates on both an owned and franchise basis. Our 

stores range from large hypermarkets where customers can buy 

everything under one roof through to small convenience stores 

where customers can shop quickly for their immediate needs. In 

addition, we have a small and growing online business, giving 

customers the opportunity to shop from their homes and have 

their order delivered to their door in one-hour time slots.

The Rest of Africa gives us the opportunity to grow into new 

markets, representing a second engine of growth for the Group. 

Owned stores and franchisees

Brands: Pick n Pay and Boxer

Hypermarkets, supermarkets, 
convenience stores and online

LSM 1 – 10

Branded merchandise and private label

Groceries, clothing, health and beauty, 
liquor and tobacco, pharmaceuticals, 
building and hardware and general 

merchandise

Value-added services

South  
Africa

Rest of 
Africa
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Today we have 116 stores outside South Africa, which generated 

segmental revenue of over R3.7 billion this year and contributed 

meaningfully to our profits. We tailor our ownership model in each 

country to what is appropriate to the local environment, whether 

establishing owned stores, franchised stores or a part-investment 

in an independent operation.

The Group is developing its centralised distribution channel, with 

a strategic focus on accelerating the level of central supply in its 

business. Supply is currently 45% centralised, with an aim to take 

this to over 60% by the end of the 2016 financial period. The 

Group operates 10 distribution centres across the country catering 

for groceries, fresh and perishable produce, and clothing. Our two 

largest distribution centres are Longmeadow in Gauteng (fresh 

produce, perishables and groceries) and Philippi in the Western 

Cape (groceries only).

The Group benefits from an outstanding IT infrastructure, with 

an end-to-end SAP system, which allows for automated and 

centralised processing, including the forecast and replenishment 

of inventory.

Our world-class point of sale system has ably supported the launch 

of our Brand Match campaign and has contributed to our Smart 

Shopper loyalty programme being voted South Africa’s favourite 

loyalty programme.

The Group has 1 242 stores, including TM Supermarkets, across all 

formats and is supplied by more than 7 000 suppliers and service 

providers. 

We employ 48 700 people in our owned stores and operations 

which, with franchised stores, extends to over 70 000 people 

working under the Pick n Pay and Boxer banners in seven countries. 

Working at Pick n Pay is more than a job; it is an opportunity to 

learn, develop new skills and benefit through teamwork. We are 

committed to training, developing and empowering our people.

For almost five decades Pick n Pay has played a valuable role in 

the economic and social development of southern Africa. Our size 

and reach enables us to make a difference across the southern 

African continent. We are a strong brand, much loved by society, 

built on a genuine desire to make life better for our customers and 

to make a positive contribution to the communities in which we 

live and work. Brand loyalty is what challenges us and drives us to 

improve every day to meet the needs of all our stakeholders.

The Group will continue to address the socio-economic challenges 

faced by the communities it serves through the supply of high-

quality, affordable food for all customers, while providing 

significant employment and economic opportunities across its 

value chain.
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GROUP VALUES AND BALANCED SCORECARD

OUR THREE ENDURING VALUES
The Group has changed substantially, and for the better, over the past few years. We continue to innovate to improve our offering to 
customers in order to meet their ever-changing needs. However, the Pick n Pay values of consumer sovereignty, business efficiency and the 
belief that doing good is good business, have endured and have guided our progress.

Consumer sovereignty 
We put customers at the heart of our business. This philosophy 
permeates everything that we do, from how we treat our 
customers to how we design our stores. Every customer is 
different and their needs are constantly changing. Putting the 
customer first means we work hard to understand them and how 
we can serve them better. We are focused on delivering good 
quality at great prices; improving the shopping experience and 
fighting for the consumer in the public sphere. We serve our 
customers in a variety of store formats that are appropriate to 
their shopping needs. We focus on customer service. We appeal 
broadly across society, exclude no-one and seek to move 
hand-in-hand with the changing needs and aspirations of 
our customers.

1

Business efficiency 
We negotiate the lowest possible prices from over 7 000 suppliers 
and service providers and transport, store and display our products 
as efficiently as possible to keep costs to a minimum. Our focus 
on centralisation has increased our business efficiency. The scale 
of our business allows us to give our suppliers sufficient volume so 
that they can plan and manage their operations to reduce their 
costs. Our scale also allows us to spread our fixed costs over 
substantial volumes, reducing our unit costs. By becoming more 
efficient we are able to reinvest in improving the customer 
experience, ensuring we stay true to our first principle of 
consumer sovereignty, thereby increasing turnover and in turn 
enabling us to run a more efficient business.

2

Doing good is good business 
Customers reward those businesses that they believe are at the 
heart of society and who give back to the communities they serve. 
As customers reward us with their loyalty, we are able to grow, 
serve more customers, generate more jobs, and help more 
communities – whether by supporting local groups during times 
of crisis, helping to develop local suppliers and small businesses, 
tackling societal challenges like obesity and climate change, or 
building the capacity of our youth and women to contribute 
meaningfully to society.

We believe that we will benefit in the future through our 
generosity today. As we build our business outside South Africa, 
this is the ethos that drives our investment in those countries.

3
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THE PICK N PAY STEERING WHEEL
In 2014 Pick n Pay developed its balanced scorecard – or steering wheel – to underpin strategy formulation and govern the management 

of the Group.

It is structured around the five key performance areas of the business, each of which has a material impact on Group performance and 

our relationships with stakeholders. The steering wheel guides and charts the performance of the business. It ensures that focus and 

resources are allocated across the relevant areas of the business in an appropriate and balanced way. 

The fact that this is a wheel indicates the increasingly integrated nature of our Group’s thinking – that these performance areas are 

integrated and that performance and outcomes in one area impact those in other areas. 
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OUR ECONOMIC ENVIRONMENT  
AND CONSUMER TRENDS

Our core market, South Africa, has 
undergone profound social and 
economic change over the past 
two decades. South Africa’s 
integration into the global 
economy after 1994, combined 
with significant private and public 
investment and the increasing 
provision of social security 
payments, led to millions of 
people accessing the consumer 
market for the first time.

Real incomes and consumer spending increased markedly 

as a result of the growing investment and productivity. 

Household consumer expenditure and formal retail sales rose 

steeply over the next 15 years, as South Africa experienced 

a period of pronounced economic expansion. By 2010, 

however, growth in the economy and employment began 

to slow. Consumption continued to be underpinned by 

unsecured credit which came to an end in 2013.

In 2014 the South African economy experienced a marked 

slowdown, impacted by a long and protracted strike in the 

mining sector. Inflation, electricity supply interruptions and 

depressed commodity markets had a negative impact on the 

economy and on market confidence. The retail sector felt the 

impact alongside other parts of the economy.

South African consumers have come under growing financial 

pressure over the past year. Living costs have increased, driven 

in particular by rising electricity bills and other regulatory 

administered prices, other inflation items and higher interest 

rates. The drought in the maize belt in South Africa further 

contributed to food inflation. Pressure on consumers will be 

exacerbated by the announced increases in personal income 

taxes and other levies, high levels of unemployment and the 

inflationary effects of a weaker currency.

The retail market in South Africa has been characterised by 

strong competition and strong levels of new space growth. 

Over the past two years, Pick n Pay has adopted a cautious 

approach to space growth compared to most of its peers, 

focusing only on that new space which it is certain will drive 

sustainable financial returns.

Pick n Pay has an extensive retail presence in southern Africa, 

with a strong and diverse portfolio of stores. We believe there 

is still significant opportunity for us to grow, notwithstanding 

the competitiveness of the market. Traditionally Pick n Pay has 

been positioned in the more urbanised areas of South Africa, 

with particularly strong advocacy from South Africa’s 

middle- to upper-income consumer. However, there are many 

communities across the country, across all demographics, 

where Pick n Pay is not well represented and we look forward 

to bringing our offer to these communities, whether they be 

in urban, peri-urban or more rural areas.

While the value of the South African food sector is estimated 

at some R600 billion, the informal sector is believed to be 

worth at least one-third of this amount – and growing. In 

recent years, strong retail growth has been recorded in the 

lower-income segment of the market, a space in which we 

believe our Boxer brand has yet to realise its full potential. 

All consumers, especially lower-income consumers, aspire to 

the value, variety and quality that have underpinned the 

Pick n Pay Group for almost 50 years.
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Within Pick n Pay’s traditional, urban middle-class heartland, 

customers are increasingly seeking out those retailers who 

provide convenience either in the form of smaller, more local 

stores, or online. To satisfy these expectations, we have 

improved our underlying operating model, driven by 

centralised systems, lower costs and improved effectiveness 

and efficiency, all of which enable us to open smaller, 

convenient stores while widening the pool of sites which 

Pick n Pay can operate profitably on both a company-owned 

and franchise basis.

The rest of southern Africa has by no means been spared the 

economic headwinds facing South Africa and much of the 

world but the growth of an urban middle class across the 

region represents, we believe, a second engine of growth 

for Pick n Pay.

South African and, indeed, southern African consumers are 

under considerable pressure to tighten their belts and they 

reward those retailers who provide the most compelling offer 

in terms of price, quality and value. We launched our Brand 

Match campaign during the year, an undertaking which 

matches the lowest price of 1 000 branded products across 

four of our competitors. Brand Match has built confidence 

in the competitiveness of Pick n Pay’s pricing and is 

convincing customers that they do not need to shop 

around for lower prices.

The outlook for 2015 remains challenging, compounded by 

the national electricity crisis and uncertainties in the global 

economy. However, Pick n Pay has delivered strong double-

digit growth in earnings over the last two years, despite the 

economic climate, and we are confident that we will deliver 

on our substantial opportunities for growth in the future.
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HOW WE CREATE VALUE: THE BUSINESS MODEL

Retailer of choice

External  
environment 

IN
PU

TS

• Employing a multi-format, omni-
channel model, our retail presence 
ranges from large hypermarkets 
and supermarkets to specialised 
outlets and small convenience 
stores, as well as online

• We strive to operate in locations 
that are close to our customers and 
to give them a shopping 
experience that is the most 
convenient, affordable and 
relevant to their needs 
and expectations

• 699 owned and 490 franchised 
retail stores. Our Zimbabwean 
associate, TM Supermarkets, 
operates 53 stores, with eight 
trading as Pick n Pay

• We source products from more 
than 5 000 trade suppliers using a 
centralised logistics function with 
10 distribution centres supplying 
1 189 stores across South Africa 
and six southern African countries

Financial capital
• Equity: R3.1 billion
• Borrowings: R784.3 million

Human capital
• 48 700 employees at owned stores 

and operations
• 23 000 employees at franchise stores

Social capital
• 790 million customer interactions 

per annum
• 8.9 million Smart Shopper cards
• R40 billion local procurement

Manufactured capital
• Store footprint in seven countries
• 10 centralised distribution centres, with 

two main centres in Gauteng and the 
Western Cape

• World-class IT infrastructure

Intellectual capital
• Brand strength and customer insights
• Smart Shopper and Brand Match
• Innovative products and services
• Forecasting and planning systems

Natural capital
• Food supply
• Biodiversity
• Fossil fuels
• Water
• Soil
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Retailer of choice

Engaging with our stakeholders – page 28

Strategy, risk and opportunities and performance – page 18

Governance – page 52
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• We research our customers’ needs 
and expectations informed by our 
loyalty programme

• We work with suppliers and 
partners to give customers 
innovative products and services 
and market these extensively

• Groceries are sold under branded 
and our own private labels, 
ensuring that we offer customers 
what they need

• Safety, choice, reliability and the 
best possible prices are derived 
from our business principles and 
inform everything we do

• We have dedicated ourselves in the 
upliftment of communities by 
creating local jobs both at our 
stores and at our suppliers, by 
encouraging local investment and 
by supporting and empowering 
community structures

Financial capital
• 17% increase in PIK share price
• R119.0 million in finance costs paid out 

to lenders
• R461.8 million dividends paid to shareholders

Human capital
• R5.7 billion salaries, wages and benefits 

expense
 • 16% increase in investment in skills 

development and bursaries
• 1 438 internal promotions

Social capital
• 12.7% Smart Shopper membership increase
• R44.6 million corporate social investment 
• BBBEE improvement from level 6 to level 4
• R1.7 billion direct and indirect taxes paid 

Manufactured capital
• R1.1 billion capital investment
• 127 new stores opened – selling space + 5.2%
• Volumes through distribution centre up 

11% pts to 45%

Intellectual capital
• Over 100% increase in value-added services 

income
• 2.5% increase in on-shelf availability
• Pick n Pay price competitiveness perception 

supported by Brand Match

Natural capital
• R76 million invested in energy efficiency 

since 2012
• Recycled 45% of Pick n Pay store waste
• R13.5 million invested in The World Wide 

Fund for Nature (WWF) sustainable fisheries 
programme since 2010
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STORE FOOTPRINT

The Group has a total of 

1 242 stores
across all formats and across seven countries, including  

its investment in TM Supermarkets in Zimbabwe.

Namibia

27

Lesotho

3
South Africa

1 126
Botswana

9

Swaziland

14
Zambia

10
Zimbabwe

53

Our stores
The Group is intent on being the retailer of choice for all the communities we serve. 

Our expansion programme is focused on growing the business by opening stores which 
reflect the changing habits and needs of our customers and which will bring new 

customers and communities into the Pick n Pay family. 

Population (millions): 2.2

GDP (% change): 5.3

Currency: Namibian dollar

Currency vs dollar*: 10.9468

Population (millions): 2.1

GDP (% change): 4.9

Currency: Botswana pula

Currency vs dollar*: 8.9586

Population (millions): 54.0

GDP (% change): 1.5

Currency: South African rand

Currency vs dollar*: 10.9468 

Population (millions): 1.9

GDP (% change): 2.2

Currency: Lesotho loti

Currency vs dollar*: 10.9468

Population (millions): 15.0

GDP (% change): 5.4

Currency: Zambian kwacha

Currency vs dollar*: 6.2866

Population (millions): 13.3

GDP (% change): 3.2

Currency: US dollar

Currency vs dollar*: 1

Population (millions): 1.1

GDP (% change): 1.7

Currency: Swaziland lilangeni

Currency vs dollar*: 10.9468

* 3 March 2014 to 1 March 2015
Source of information: International Monetary Fund, World Economic Outlook Database, April 2015
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NUMBER OF STORES

2 March 
2014  Opened  Closed 

 Converted 
– closings 

 Converted 
– openings 

1 March 
2015

COMPANY OWNED
Pick n Pay  464  52  (5)  (4)  3  510 

Hypermarkets  20 — — — —  20 
Supermarkets  200  17 (1)  (3)  2  215 
Clothing  88  16  (2) — —  102 
Liquor  152  19 (1) (1)  1  170 
Pharmacy  4 — (1) — —  3 

Boxer  179  14  (5) —  1  189 
Superstores  123  5  (4) —  1  125 
Hardware  19  2 — — —  21 
Liquor  21  1 — — —  22 
Punch  16  6 (1) — —  21 

Total company owned  643  66  (10)  (4)  4  699 

FRANCHISE
Pick n Pay

Supermarkets 277 14 (3) (4) 4 288
Family  254  13  (2)  (3)  4  266 
Mini Market  22  1 (1) (1) —  21 
Daily  1 — — — —  1 
Express  21  25 — — —  46 
Clothing  14  2 — — —  16 
Liquor  121  20 (1) (1)  1  140 

Total franchise  433  61  (4)  (5)  5  490 

Total Group stores  1 076  127  (14)  (9)  9  1 189 

TM Supermarkets  52  2 (1) — —  53 

Total with TM Supermarkets  1 128  129  (15)  (9)  9  1 242 

AFRICAN FOOTPRINT 
 –  included in total stores above  108*  12  (4) — —  116

Pick n Pay company owned  8  2 — — —  10 
Boxer company owned  5 — — — —  5 
Pick n Pay franchise  43  8  (3) — —  48 
TM Supermarkets – associate  52  2 (1) — —  53 

AFRICAN FOOTPRINT
 –  by country  108*  12  (4) — —  116 

Botswana  9 — — — —  9 
Lesotho  3 — — — —  3 
Namibia  22  8  (3) — —  27 
Swaziland  14 — — — —  14 
Zambia  8  2 — — —  10 
Zimbabwe  52  2 (1) — —  53 
*  All franchise liquor and clothing stores are now included.
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STORE FORMATS

Pick n Pay stores
Pick n Pay is a multi-format, omni-channel retailer 
with a strong and diverse portfolio of stores. 
Pick n Pay is an inclusive brand, not aimed at serving 
a single customer demographic but focused on 
being the retailer for all, from the most affluent 
sections of society to those who are less fortunate 
and for whom price is of the utmost importance. 
The middle-income South African consumer, 
however, makes up the largest portion of our 
customer base. 

Pick n Pay operates on both an owned and franchise 
basis, providing a wide range of products and 
services, and includes an online offering. 

There are 1 000 Pick n Pay stores, 510 company-
owned and 490 franchise, across South Africa, 
Botswana, Lesotho, Namibia, Swaziland 
and Zambia. In addition, our associate 
TM Supermarkets in Zimbabwe trades eight 
supermarkets under the Pick n Pay banner in 
that country.

Supermarkets offer a wide range of groceries as well as 
a targeted range of clothing and general merchandise. 
Customers can get everything they need from a quick daily 
“top-up” to a larger weekly or monthly bulk shop. Fresh 
produce and butchery offerings are complemented by an 
in-store bakery, deli and hot food counter. Pick n Pay 
supermarkets serve a range of communities, from 
lower and middle-income families to the most affluent 
households. Some stores focus on basic necessities 
and local produce while others boast specialty service 
counters, wine rooms, flower markets and sushi bars. 
Pick n Pay supermarkets, trading under the Pick n Pay, 
Family, Daily, Mini Market and Local banners, provide easily 
accessible locations and parking.

Pick n Pay opened 31 new supermarkets 
during the year and closed four under-
performing stores, with a number of 
conversions between company-owned and 
franchise stores. The total number of 
supermarkets stood at 511 at year-end, 
including the eight Pick n Pay supermarkets 
operated by our associate in Zimbabwe.

Our internet shopping platform www.picknpayonline.co.za is a 
small but growing part of the Pick n Pay business.

The division is winning customers by offering online convenience, good availability 
and delivery in one-hour time slots. The online offer in the Western Cape has 
been expanded through the establishment of a dedicated online picking 
warehouse at our refurbished Brackenfell Hypermarket.

Our liquor stores are situated close to 
our supermarkets but with separate 
entrances. These stores provide 
customers with the added 
convenience of purchasing liquor 
while doing their grocery shop. Our 
liquor stores help customers to cater 
for parties and functions by providing 
a full delivery service.

Pick n Pay opened 

40 new liquor stores 

over the year and closed 

two. At year-end there 

were 332 Pick n Pay 

Liquor stores across 

southern Africa.

Pick n Pay Supermarkets

Pick n Pay Online

Pick n Pay Liquor
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Pick n Pay’s largest format store, providing 
customers with an expanded range of groceries, 
clothing and general merchandise. 

A hypermarket is a “one-stop-shop” offering 
fresh produce, a butchery, deli, bakery and hot 
food counter, plus specialist categories not 
always available in a supermarket such as 
appliances, kitchenware, home improvement, 
garden and pool accessories, toys and an 
expanded health and beauty range. These retail 
sites are large, catering for destination shoppers, 
with wide aisles and ample parking. Prices are 
very competitive with a leaning towards multi-
pack and bulk-buy items and increased targeted 
promotional activity. 

A current focus of the Group is the 

modernising of our hypermarket 

format and refreshing its offer. We 

have 20 Hypermarkets and a unique 

plan for each one. Four of our 

20 Hypermarkets have recently 

undergone, or are currently 

undergoing, refurbishment. 

Pick n Pay Clothing provides the whole 
family with quality, fashionable clothing 
and footwear at exceptional prices. Our 
offer is broad, from baby and children’s 
wear to men’s’ and ladies’ fashion and 
includes casual wear, sleep wear, active 
wear and formal attire. The private 
label, Real, is complemented by our 
exclusive rights to the international 
brands, Cherokee and Maui & Sons. Our 
standalone clothing stores provide the 
same quality and value for money as our 
hypermarkets and supermarkets, but 
with an extended range.

Our focus now is to prioritise new 
standalone clothing stores while also 
allocating more space to clothing in our 
supermarkets and hypermarkets. 

We opened 18 new clothing 

stores during the year, and 

closed two, bringing the 

number of outlets under the 

Pick n Pay Clothing format 

to 118. 

Pick n Pay Hypermarkets

Pick n Pay  
Clothing
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STORE FORMATS CONTINUED

Pick n Pay operates 

26 pharmacies in-store, 
with three standalone pharmacies. 
We are committed to giving our customers convenient and 
affordable healthcare, providing a wide range of vitamins, 
supplements, sports nutrition, self-medication, medical 
services, clinics and dispensaries.

Pick n Pay’s partnership with BP, one of the world’s leading international oil 

and gas companies, provides small 24-hour franchised Pick n Pay Express 

convenience stores on BP service station forecourts in South Africa. 

This is our smallest format store, offering a targeted 

convenience range that satisfies an immediate “top-

up” shop or a quick meal solution. 

The range is limited and is mainly focused on daily needs. Value-added 

services offered include ATMs, lottery, airtime and electricity purchases. 

These sites are located in high traffic flow areas including high-density 

residential areas and public transport intersections. 

Pick n Pay 
opened 25 
Express stores 
during the year, 
bringing the 
total to 46.

Pick n Pay stores CONTINUED

Pick n Pay Express

Pick n Pay Pharmacy
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Boxer stores
Our Boxer stores provide a “one-stop-shop” for middle to lower-income 
shoppers in South Africa and Swaziland. Boxer offers quality products 
and services at very affordable prices. Stores offer essential daily 
commodities such as maize meal, rice, samp, sugar, oil and beans, 
perishables, health and beauty, general merchandise and bulk-buy offers. 
The stores also offer fruit and vegetables, butcheries, bakeries and deli 
sections providing a choice of prepared convenience meals.

There are no franchise stores under this brand. While Boxer has reach 
across eight provinces in South Africa (with no stores in the Western 
Cape), its geographical heartland is KwaZulu-Natal and the Eastern Cape. 
Boxer will continue to grow and expand in areas where the Group knows 
it can serve the needs of communities through its wide product range, 
affordable prices and community-rooted staff. There are 189 company-
owned stores across its Boxer, Punch, Build and Liquor formats, five of 
which are in Swaziland. 

Boxer Superstores are full-service supermarkets offering 
a wide range of groceries. The fresh produce offering is 
complemented by an in-store butchery, bakery and hot 
foods counter. The target markets are middle to 
lower-income urban, peri-urban and rural communities 
of South Africa and Swaziland. All stores are located 
close to public transportation hubs and have a 
welcoming market-style atmosphere. 

Boxer opened five new Superstores during the 
year and closed four non-performing stores while 
taking over and converting one Pick n Pay 
franchise store to Boxer. By year-end there were 
125 Superstores. 

TM Supermarkets
The Group has a 49% investment in its associate 
TM Supermarkets in Zimbabwe. The supermarket chain 
comprises a branch network of 53 stores country-wide, 
including eight Pick n Pay branded stores.

TM Supermarkets, since its inception in 1978 has become one of the most 
trusted retail brands in Zimbabwe. With its pay off line “Real Value always” 
customers are offered a wide range of groceries and perishables, with a 
limited range of general merchandise and a fresh offering which caters 
specifically for the communities they serve at competitive prices. With its 
reach, TM Supermarkets draws its customers from all communities and 
income groups across Zimbabwe, while store formats range from 
convenient small supermarkets to larger supermarkets.

Boxer Punch is a smaller-sized supermarket 
located in compact sites that have considerable 
customer foot traffic. The store has a lower-cost 
operating model, enabling the business to further 
reduce the selling prices of products. Boxer Punch 
stores offer a relatively narrow range of 
convenience products including basic 
commodities, pre-packed frozen and fresh meat, 
and a limited range of breads and confectionery.

Boxer opened six new Boxer Punch 
stores during the year and closed one 
under-performing store, bringing the 
total number of outlets to 21.

Boxer Liquors are situated close to 
Boxer supermarkets but with separate 
entrances. These liquor stores provide 
customers with the added convenience 
of purchasing liquor at the same time 
as doing their grocery shopping. 

Boxer Build stocks a diversified range of building and 
hardware supplies satisfying home owners and builders’ 
DIY and home improvement needs at the most competitive 
prices. Boxer Build stores offer savings cards and access to 
short-term credit facilities. Delivery of purchases is also 
arranged at store level. 

Boxer added two new Build stores 
during the year, bringing to 21 the 
number of stores in operation.

Boxer opened one liquor store during the year 
bringing the total to 22.
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STRATEGIC FOCUS

The immediate priority in this 

stage was to stabilise the core 

Pick n Pay business. This stage 

focused on: 

• Stringent financial control and a 
resolute focus on reducing both capital 
and operating spend.

• Tightening working capital 
management, strengthening cash 
balances and reducing the need 
for debt.

• Developing and implementing a clear 
plan on centralisation, in particular 
of commercial buying, replenishment 
and supply chain.

• Improving the store economic model, 
driving efficiency and higher 
productivity throughout the business.

• Strengthening the senior management 
team to deliver these priorities.

A further priority in Stage 1 was 

to lay strong foundations for the 

second stage – changing the 

trajectory of the Group’s growth, 

efficiency and customer offer. 

Steps involved in laying this 

foundation, delivered over the 

past two years, have included:

• Action to improve the quality of 
the store portfolio by closing 
unprofitable stores and beginning 
the process of refitting and 
modernising hypermarkets.

• Developing a strong plan for future 
space growth which takes advantage 
of the improved operating model 
including store efficiency gains, an 
increasingly centralised supply chain 
and improved labour productivity.

• Establishing and pursuing an ambition 
to deliver every product, every day to 
stores on a short lead time.

• Customer innovation, particularly 
on pricing and promotions, through 
initiatives such as Brand Match, 
and the strengthening of other 
parts of the customer offer including 
Smart Shopper.

The end of the 2015 financial 

year marks the completion of 

Stage 1 of our strategic long-

term recovery plan. 

Pick n Pay is a more stable business than 
it was two years ago. We have achieved 
the goals we set ourselves – having 
improved gross profit and trading profit 
margins and strengthened the balance 
sheet with more cash and less debt. 
As this report makes clear, our improved 
financial performance has enabled us 
to invest more not only in our business 
but also in our people and in our 
communities. 

The business is well positioned 

for growth and is ready for 

Stage 2 of the strategic long-

term recovery plan.

2013 was a turning point for Pick n Pay. Costs were increasing, profits were falling and much of the focus of the business 
was directed to the challenge of centralising its operations, including its commercial buying, distribution, information 
technology and administration. The Group required new and decisive leadership. Richard Brasher was appointed as Chief 
Executive Officer at the beginning of the 2014 financial year, and together with his senior management team, set to work 
formulating a strategic plan for the business.

In devising the strategic long-term recovery plan, the team recognised that a return to sustainable 
long-term growth could not be achieved overnight. Pick n Pay’s recovery plan sets out to address 
the fundamentals of the business, bringing stability to its decisions, strengthening its operations, 
improving its competitiveness and determining a clear route to sustainable long-term growth. It 
is organised into three stages: 

Stage 1 Stabilise the business

Stage 2 Changing the trajectory

Stage 3  Sustainable long-term growth

Stage 1 Stabilise the business
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Stage 2 Changing the trajectory

Stage 2 of the strategic long-term recovery plan is organised around seven business acceleration pillars. These 

pillars represent seven material growth opportunities that can substantively affect the Group’s ability to create 

value over the short, medium and long term. The pillars provide the senior management team with clear 

priorities, objectives and lines of accountability. 

Better for customers
Continued innovation, better availability, 
improved fresh produce and private label and 
investment in pricing and promotions

A flexible and  
winning estate

Strong new space and refit programme, 
leveraging an improved operating model

Efficient and 
effective operations

Unlock savings in operating costs and 
improve customer service

Every product, every day Centralise supply chain with every 
product, delivered every day

A winning team The right skills and the right team 
throughout the organisation

Boxer – a national brand A national brand securing value leadership 
and double digit annual sales growth

Rest of Africa –  
second engine of growth

A second engine of growth, extending the 
customer offer to markets outside South Africa

Business acceleration pillars The opportunity to create value
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STRATEGIC FOCUS CONTINUED

Business acceleration pillar: Better for customers
Pick n Pay’s plan recognises that its recovery must be customer-led as well as cost-driven. We will continue to 

innovate, improving our service and offer to our customers in store. Improvements in cost control and efficiency 

in Stage 1 provide a solid foundation for Stage 2, in which a leaner, more efficient business will create more 

value to invest in the customer proposition.

Material risks How we are mitigating the risks

Non-delivery from suppliers 
or breakdowns in our internal 

distribution processes cause out-of-
stocks for customers

• Improved communication with all suppliers and improved internal distribution capability

We don’t stock the products  
our customers want

• We improved our automatic forecast and replenishment system to track what 
customers want – and don’t want – and to respond immediately

• Performed in-depth category reviews informed by Smart Shopper customer data

We charge too much • Brand Match tells customers – and ourselves – how competitive our pricing is

Unsafe food which could cause  
harm to customers

• All suppliers are subject to an audit of their safety standards by a third-party auditing 
company. Non-compliance results in termination of supply agreement until compliance 
is restored

• All stores (both company-owned and franchise) undergo stringent food safety audits on 
a regular basis

Achievements in 2015:

Provide solid foundation for growth

•  We gave more value to customers through sharper 

pricing and deeper promotions and strengthened our 

in-store execution of promotional offers. This includes 

our successful “Super 6” campaign which provides 

customers with high-quality fruit and vegetable staples 

at competitive prices.

•  We launched Brand Match which is convincing 

customers that they do not need to shop around for 

lower prices and this is building confidence in the 

competitiveness of Pick n Pay’s pricing. 

•  We have provided more to our customers adding more 

value-added benefits to our Smart Shopper programme 

and saw the number of vouchers redeemed increase by 

68% over the year.

•  We launched Mobile Money in partnership with MTN, 

which provides more than 1 million customers access 

to free money transfers and other low-cost banking 

services from their mobile phones. 

•  We now accept Buy Aid into all our stores. This has 

attracted more customers to Pick n Pay.

Focus areas for Stage 2 include:
• Better on-shelf availability – We will harness the benefits of 

central distribution and the progress achieved across our supply 

chain to deliver to our stores the products they need, at the 

right time.

• Sharper prices and promotions – We will continue to innovate 

on price and promotions, always looking to improve the value 

and relevance of our offer to customers. We will continue to 

strengthen our Smart Shopper programme, building on its strong 

foundation as South Africa’s favourite loyalty programme.

• We will invest in fresh, especially produce – We will focus on 

improving our range of fresh and perishable produce, including 

convenience meals. Customers are shopping more frequently 

– often daily – for fresh and healthy produce. We will strengthen 

our offer to meet their needs. 

• Private label – Through a strategic partnership with Daymon 

Worldwide we will expand our range of private label products. 

This will not only offer our customers more value and more 

choice but will enable Pick n Pay to support even more small 

local suppliers by giving them access to a national market.

• Continued innovation through category reviews – We will 

improve the relevance and consistency of our ranges to better 

appeal to the customers we serve across different communities.

• Customer service – We will focus on offering our customers a 

quick, courteous and consistent frontline experience.

Stage 2 Changing the trajectory continued
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Business acceleration pillar: A flexible and winning estate
Pick n Pay is a much loved brand with an extensive retail presence in South Africa and southern Africa. However, 

there are many communities across the country where we are under-represented, particularly outside urban 

centres. There is opportunity for Pick n Pay to extend its reach across the countries it trades in, including through 

smaller stores which focus on the growing demand for convenience.

Material risks How we are mitigating the risks

We miss out on the best locations  
for new stores

• We maintain regular contact with developers and landlords. Our lower-cost operating 
model means we can open in more locations in future

We open or refurbish stores that do not 
deliver sustainable returns

• Our store-opening programme has been prudent, favouring only sites where we are 
certain of satisfactory returns

• We have stringent management control over capital spend

Loss of existing franchisees or  
new franchise opportunities to 

competing retailers 

• Regular engagement with franchisees and review of our franchise model to ensure value 
creation for all

Achievements in 2015: 

Provide solid foundation for growth

• We closed 40 under-performing stores over the last two 

years (26 in 2014 and a further 14 in 2015) to improve 

the quality and underlying profitability of our estate. 

• The Group added 127 stores across all formats in the 

2015 financial period. 

• We began a substantial refurbishment programme in 

the second half of the 2015 financial year, refitting four 

Hypermarkets and 16 supermarkets over the period. 

• We introduced our smaller Pick n Pay Local format into 

four new convenience sites, catering specifically for the 

unique needs of those neighbourhoods. These stores are 

not more than 1 000m2 in size and leverage off both 

our expanded central supply chain and our lower-cost 

operating model.

• We doubled the number of Express stores, opening 

25 stores over the year.

• Pick n Pay Online once again delivered strong double-

digit growth during 2015, adding 40 000 new 

customers. We also developed a dedicated picking 

warehouse at our Brackenfell Hypermarket for our 

online business. The warehouse has substantially 

broadened the product range available to online 

shoppers and significantly improved availability.

Focus areas for Stage 2 include:
• Accelerate our opening programme – We will take advantage 

of our new lower-cost operating model to bring more Pick n Pay 

and Boxer stores to communities where we are under-

represented.

• Grow our convenience offer – Our customers have 

demonstrated a growing demand for more convenience and 

smaller neighbourhood stores – and we will meet this need by 

growing our Local and Express formats.

• More franchise stores – We will continue to grow our franchise 

business, for example the roll-out of Pick n Pay Express stores on 

BP forecourts. Our franchisees are strategic partners to 

Pick n Pay. Franchisees give tremendous reach to our footprint 

and we benefit from their retail experience and their 

commitment to the Pick n Pay brand.

• Double the number of store refurbishments – We will 

improve the quality of our estate by accelerating the 

refurbishment programme which began in 2015. We will target 

key stores with refurbishments that add value to the customer 

and deliver improved turnover growth and return on investment.

• Accelerate our online business – We will continue to respond 

to the growing need for online retail by investing and innovating 

in systems and our offer.

Stage 2 Changing the trajectory continued
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Business acceleration pillar: Efficient and effective operations
By improving the efficiency and underlying profitability of the business, we can offer our customers better value 

and serve them more effectively.

Material risks How we are mitigating the risks

Disruption to trade as a result of loss of 
or damage to assets or stores

• We have a detailed enterprise-wide risk management programme in place and it is 
reviewed annually

We fail to remove cost  
from the business

• Established the specialist Retail Office to drive efficient and effective processes across 
all store formats

Interrupted  
electricity supply

• Generators kept all stores running during load shedding while our new stores are 
40% more energy efficient than those opened five years ago

Reliance on IT systems • Pick n Pay’s Information Services (IS) division has implemented a formal disaster recovery 
strategy for all critical IT systems. IS interruption and recovery plans are tested and 
updated on an ongoing basis

STRATEGIC FOCUS CONTINUED

Achievements in 2015: 
Provide solid foundation for growth
• The Group established its specialist Retail Office in 

September 2014 to drive efficient and effective processes 
across all store formats. In a short space of time the team 
delivered substantial cost savings in participating stores 
and achieved greater efficiency in back door receiving 
and in-store replenishment. 

• The increase in like-for-like employee costs was contained 
at 3.5%, notwithstanding a higher wage rate increase 
and an additional R67.3 million incurred in respect of the 
new employee share incentive scheme. This illustrates 
tangible progress in improving labour productivity and 
efficiency through the centralisation and simplification 
of business processes and systems.

• The increase in like-for-like trading expenses was 
contained at 3.8% with a 30 basis points improvement in 
trading profit margin from 1.6% to 1.9% in 2015 (from 
a low of 1.3% in the 2013 comparable financial period).

• More efficient use of space in new stores, with new 
stores achieving a much higher ratio of trading space 
to back-up areas, compared with existing stores.

• Our refreshed Hypermarkets provide a better offer on a 
reduced footprint, operate off a lower cost model – and 
we earn revenue from leasing the released space to third 
parties.

• Improved working capital management, particularly the 
management of inventory, led to stronger cash balances 
over the period and a repayment of R700 million of 
medium-term debt.

Focus areas for Stage 2 include:
• Less cost/more efficiency – We will continue to improve the 

efficiency of our business through the centralisation of supply, 
procurement and administration, the effective use of systems, 
the removal of duplication and the simplification of processes.

• Backdoor productivity – The acceleration of centralised supply 
means more deliveries from our central distribution centre and 
fewer direct deliveries from suppliers. This makes the process more 
efficient and accurate, cuts administration on the back door and 
enables us to shift focus and resources to the front of the store.

• Improved product flow and replenishment – Increased 
productivity at back door receiving will lead to improved 
product flow and a quicker and more effective in-store 
replenishment system. 

• Sharper execution on sales floor and improved frontline 
service – Streamlined and simplified processes in-store, particularly 
in receiving and administration, allowing our staff to focus their 
efforts on the sales floor and tills on the frontline. We will provide 
our staff on the shop floor and frontline with the necessary 

technology and training to do their jobs effectively and efficiently.

Stage 2 Changing the trajectory continued
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Business acceleration pillar: Every product, every day
We aim to achieve our goal of every product delivered to stores, every day on a short lead time. The key to this 

will be an efficient and fully centralised procurement and distribution channel, driving more cost savings and 

productivity across the business. Our central supply chain is in its infancy, and while we are extremely pleased with 

the progress delivered to date – it has not been without challenges along the way. As an example, we experienced 

an unprotected labour strike at our Longmeadow Distribution Centre towards the end of the financial year. Risk 

management and mitigation processes were triggered and the situation was quickly resolved, however it impacted 

efficiency at the facility for a number of weeks and deliveries to stores in the Gauteng region.

Material risks How we are mitigating the risks

Loss of major suppliers and/or 
product ranges

• Increased level of constructive engagement with all major suppliers, increasing the level 
of central supply

• Effective utilisation of automatic, central forecast and replenishment system

Material damage to or loss of 
distribution centre, as a result of 
natural or other disaster and the 

subsequent impact on stores

• Comprehensive facilities risk management programme aimed at securing distribution 
centres and related assets in the event of a natural or other disaster

Not maintaining an effective cold 
chain and its impact on the quality 

of fresh produce

• Our focus on fresh is leading to an improvement in shelf life of fresh and perishable 
product

Achievements in 2015: 

Provide solid foundation for growth

• Doubled the capacity of the Philippi Distribution Centre in 

Cape Town with the implementation of a high-density 

pick tunnel.

• Rolled out the Enterprise Warehouse Management (EWM) 

SAP system which has worked effectively in Philippi, at 

the Longmeadow Distribution Centre in Gauteng, to 

improve operating efficiency at the facility.

• We worked closely with suppliers to accelerate the pace 

of centralisation and increased the level of central 

distribution by 11% pts, adding 90 suppliers to our 

supply chain channel.

• The Philippi Distribution Centre is successfully delivering 

every product, every day to all company-owned stores 

in the Western Cape on a 24-hour lead time. This is 

currently being introduced at Longmeadow in servicing 

the Gauteng region.

• On-shelf availability improved by 2.5% over the year, 

reducing the need for large back-up areas in stores.

Focus areas for Stage 2 include:
• More suppliers centralised – We are committed to accelerating 

the centralisation of supply and are working closely with suppliers 

in this regard. The supply of Pick n Pay branded stores is currently 

45% centrally distributed; we aim to increase this to over 60% by 

the close of the 2016 financial year.

• Higher distribution centre productivity – We are focused on 

improving pick rates in our two main facilities, Philippi and 

Longmeadow, and in improving strike rates to stores.

• Focus on fresh supply chain – We have achieved the greatest 

progress to date in the central supply of groceries, with particular 

success from our Philippi distribution centre in the Western Cape. 

We plan to improve our distribution of fresh and perishable goods, 

with a particular focus on maintaining the cold chain and 

increasing produce shelf life. 

• Fewer, more efficient deliveries – As we centralise more, our 

stores will benefit from a reduced number of direct-to-store 

deliveries from suppliers. Our distribution centre will send fewer 

trucks – but more frequently – with automatic green-light receiving. 

• New distribution centre capacity – Philippi and Longmeadow 

provide us with sufficient supply chain capability in the Western 

Cape and Gauteng regions. We are now ready to explore 

opportunities to build our capacity in KwaZulu-Natal and the 

Eastern Cape.

Stage 2 Changing the trajectory continued
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Business acceleration pillar: A winning team
Pick n Pay is determined to create the most skilled and talented retail business in South Africa.

Material risks How we are mitigating the risks

We fail to attract and retain  
the right staff 

• In line with our remuneration philosophy, we offer competitive remuneration
• Strong focus on career advancement, training and incentivisation

Insufficient skills or experience across 
all employee demographics • Strong commitment to upskilling our employees

An increasing cost of labour, without 
a commensurate increase in return

• The new labour time and attendance schedule focuses on optimisation of staff numbers 
in stores

Labour strike • A focus on maintaining open and constructive relationships with our labour unions and 
putting in place a process that enables us to proactively manage critical issues

Achievements in 2015: 

Provide solid foundation for growth

• We have strengthened the senior management team 

through both external appointments and internal 

promotions.

• We have implemented a new performance management 

system for senior management that established clear 

objectives and lines of accountability. 

• We implemented a new employee share incentive scheme 

during the year – the forfeitable share plan – in order to 

reward performance and align the interests of senior 

management with those of shareholders.

• We improved our BBBEE performance from level 6 to 

level 4.

• Strong commitment to upskilling our employees, with 

a 16.7% increase in skills development and bursaries on 

the previous year.

Focus areas for Stage 2 include:
• Core skills training – We will continue with the many training 

programmes offered across the business, with a focus on core 

skills and how we can do things better, simpler and faster.

• Focus on customer service – The training that we provide will 

always keep the customer at its centre and will encourage our 

staff members to do better for customers every day.

• Performance management – We will roll out a performance 

management system to junior management levels, so that these 

employees are able to work towards clear and measurable key 

performance indicators, and are rewarded in a relevant and 

appropriate way for meeting those objectives. 

• Better communications – We will strengthen our internal 

communications, equipping our staff to engage better with 

customers and other stakeholders.

• Diverse workforce – We will continue to build a diverse 

workforce that mirrors the customers and communities that we 

serve across the broad spectrum of the South African society and 

the other countries that we operate in. This will be a focus in all 

areas, including new appointments, promotions and skills training.

STRATEGIC FOCUS CONTINUED

Stage 2 Changing the trajectory continued
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Business acceleration pillar: Boxer – a national brand
Our Boxer business has grown significantly in recent years, despite the challenging conditions facing the lower-

income and more rural communities of South Africa and Swaziland. It offers a good range of high-quality 

produce and merchandise at affordable prices. We closed five under-performing Boxer stores during the year, 

and while it has strengthened the quality of the estate, it is never an easy decision to reach. Boxer has built a 

trusted brand in the communities it serves and we are confident of the opportunity the Group has to grow Boxer 

into a national brand.

Material risks How we are mitigating the risks

Low-price environments erode 
margins to unsustainable levels • Prudent selection of sites with sufficient traffic to justify overheads and very low margins

Store operations grow ahead of the 
capacity of systems and 

administrative support structures

• Leveraging off Group systems and support, including integration with the Group supply 
chain where appropriate

Achievements in 2015: 

Provide solid foundation for growth

• Grown the business in a competitive environment 

against the backdrop of exceedingly challenging market 

conditions, including strikes in the mining sector and civil 

protests surrounding the lack of service delivery from 

government. Boxer opened 14 new stores over the 

period, bringing the total to 189. 

• Grown value-added services for customers, including the 

sale of lottery tickets, pre-paid electricity and bus tickets.

Focus areas for Stage 2 include:
• Sharper prices and promotions – Low prices are critical for 

Boxer customers and we will continue to do everything possible 

to bring increasing value to poorer communities. This includes 

expanding our range of fresh produce, particularly our butchery 

offer, to meet increasing demand.

• Accelerated new space growth – While having a presence in 

eight out of nine provinces across South Africa, Boxer is largely 

concentrated in KwaZulu-Natal and the Eastern Cape. We will 

grow this business nationally, supported by a more efficient 

operating model, leveraging off back-office synergies of 

the Group. 

• Improved DC capacity – Boxer is currently a 100% direct-to-

store delivery business. We will begin to explore the centralisation 

of its distribution channel and are well placed to provide 

distribution centre capability through the Group’s supply chain.

Stage 2 Changing the trajectory continued

/  Integrated Annual Report 2015  /  Group overview

25

  



Business acceleration pillar: Rest of Africa – a second engine of growth
Our operations outside South Africa are an important contributor to the Group. We have an established 

presence in Botswana, Lesotho, Namibia, Swaziland and Zambia and have a minority share in our associate 

TM Supermarkets in Zimbabwe. Our foreign operations contributed segmental revenue of just over R3.7 billion 

during the 2015 financial year. TM Supermarkets experienced a challenging trading year, against the backdrop of 

continued economic and political uncertainty, a deflationary trading environment and increased competition. We 

continue to support the business and are confident of its future prospects in the region. We will continue to look 

for profitable opportunities in other countries that offer political stability, economic growth, ease of business and 

the prospect of strategic scale.

Material risks How we are mitigating the risks

Economic or political instability • We only enter markets that are stable or where we are able to manage upheaval while 
trading profitably

Lack of understanding of 
local markets

• Formal and robust investigations into new markets, including a team on the ground to 
explore opportunities for Pick n Pay in Nigeria

Achievements in 2015:

Provide solid foundation for growth

• Segmental profits before tax of the Rest of Africa division 

are up 34.6% on last year, with some benefit from the 

closure of unsustainable businesses in Mauritius and 

Mozambique towards the end of last year.

• We have opened 12 new stores, eight in Namibia, two 

in Zambia and two in Zimbabwe.

• We continue to support our associate TM Supermarkets 

in Zimbabwe, opening new stores, undertaking a 

substantial refurbishment programme of all stores and 

rebranding a number of TM Supermarkets to trade under 

the Pick n Pay banner (today eight in total). 

• We have registered a company in Ghana and are in the 

beginning stages of developing our business in the 

region. 

Focus areas for Stage 2 include:
• Improve fresh offer in all markets – Our focus on fresh is 

not limited to our core retail business in South Africa, but on 

improving the offer across all stores and regions. We will work 

closely with local suppliers to provide us with the best quality 

produce each region has to offer.

• More efficient operations – The Group’s operating model has 

improved, becoming more cost effective and efficient. Our stores 

outside South Africa will benefit from these efficiencies and will 

leverage off this knowledge and systems. This includes providing 

on-the-ground management support to TM Supermarkets 

in Zimbabwe. 

• More stores in Zambia and Zimbabwe – Despite challenging 

economic conditions, we are confident of the future prospects for 

Pick n Pay in these regions and will continue to improve existing 

stores and open new stores.

• First store in Ghana – We will open our first store in Ghana 

in calendar year 2016.

STRATEGIC FOCUS CONTINUED

Stage 2 Changing the trajectory continued
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Stage 3  Sustainable long-term growth

The successful completion of stages 1 and 2 of our strategic long-term recovery plan 

will deliver a business that is defined by the following characteristics: 

• A track record of sales and profit growth

• Strong customer loyalty and advocacy

• Continuous innovation and improvement in stores and their offer

• An operating model which benchmarks internationally 

• Collaborative and enduring relations with a diverse supplier base

• A clear growth strategy 

• An employer of choice which delivers opportunity for all 

• A resource-efficient business which is a positive force in the countries in which it trades

Pick n Pay will be in a strong position to deliver sustainable long-term growth and has the 

capability to explore additional engines of growth on the next stages of its journey.

The recovery and growth of Pick n Pay will be positive for all the communities we serve. Our 

planned capital spend over the next two years will inject around R5 billion into our local 

economies. This will create thousands of new jobs and give many more small and medium-sized 

suppliers the opportunity to partner with us and encourage other businesses to invest in the 

communities we are in. New stores will create access to safe, reliable and affordable food in 

previously underserved communities and will provide new employees with reliable income, 

healthcare and other benefits.

Our values of consumer sovereignty, business efficiency and doing good is good business have 

endured and continue to guide our progress, and as we grow so will our contribution to society.
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ENGAGING WITH OUR STAKEHOLDERS

Our ability to create long-term sustainable value depends on open, meaningful and constructive relationships 

with all our stakeholders.

Stakeholders are those parties who can affect or be affected by our activities, objectives and policies. The Group 

identifies its key stakeholders through ongoing engagement with individuals, groups and organisations. 

Engagement enables us to identify and act upon the issues that affect our business, improves our understanding 

of stakeholders’ expectations, aspirations and interests, and strengthens the transparency and accountability 

through which we have established valued relationships.

CUSTOMERS COMMUNITY EMPLOYEES FRANCHISEES SHAREHOLDERS SUPPLIERS

We had more than 790 million interactions 
with customers in our stores this year

We are focused on community development 
and upliftment, including employing and 
buying from local communities wherever 
possible

The Group is a major employer, directly 
employing 48 700 people and, indirectly, 
approximately 23 000 through our franchise 
business

Four hundred and ninety of our stores are owned 
and managed by franchisees

Both Pick n Pay Stores Limited (share code: PIK) and 
Pick n Pay Holdings Limited RF (share code: PWK) are 
listed on the JSE Limited. See page 166 for details of 
our major shareholders

The Group has more than 7 000 suppliers and service 
providers

Why do we 
engage?

• Listening and responding to customer 
feedback, both positive and negative, helps 
us to improve our customer offer

• By responding to the changing needs of our 
customers we are able to provide them with 
new reasons to shop with us, supporting 
sustainable revenue growth

• The success and wellbeing of the communities 
in which we trade ultimately affects the success 
and wellbeing of our stores

• Local communities engage with those 
businesses that engage with them, promoting 
the sustainability of both

• To get the best out of our team (and in turn be 
able to deliver the best to our customers) we 
actively and regularly engage with our 
employees on strategy, key performance 
indicators, financial performance and the role 
we expect each individual employee to play in 
our business

• To identify and recognise good performance, 
to provide training and development and to 
hold each team member accountable for the 
job they do

• Our franchise stores are an important part of the 
Pick n Pay business, adding significantly to our scale 
and brand reach

• Our franchise model only works when our franchisees 
have opportunities to succeed and have an active voice 
in the business

• To provide our shareholders with a comprehensive, 
transparent and objective understanding of the 
business so that our shares may trade at a fair value 
and that our shareholders are aware of the risks and 
opportunities associated with investing in the Group

• To ensure that we are able to source a leading range 
of high-quality produce and merchandise at the best 
possible prices and that we can commit to on-shelf 
availability, food safety and sustainable and ethical 
business practices

Our vision • Convenient store locations within easy reach 
of all customers

• Leading product offer
• Great prices and promotions
• Excellent place to shop
• Wide array of useful, value-added services

• Develop diverse and ethical suppliers
• Be environmentally responsible
• Do good in the local community
• Promote healthy and sustainable living

• Meritocracy 
• Most talented South African retail business
• Effective and lean organisational structure
• Advance employee opportunity and diversity

• Offer the most successful mutually beneficial franchise 
model in the retail industry

• Operate as a sustainable franchisor of choice 

• Generate consistent profits in a sustainable manner
• Operate according to the highest corporate 

governance principles
• Follow innovative business practices at acceptable 

levels of risk
• Provide attractive returns on investment

• To build fair, efficient and mutually beneficial business 
relationships

• An efficient supply chain
• Develop new products that meet evolving customer 

needs and environmental requirements
• Give new product innovation the best chance of 

success on-shelf, through visibility and availability
• Continual development of small businesses and diverse 

and ethical suppliers
• Contribute to job creation

Our 
stakeholders’ 

interests

• Product quality and food safety
• Product availability
• Good value for money
• Great service
• Convenient locations
• Opportunities to buy responsibly and ethically 

sourced food or to take part in in-store 
recycling opportunities

• Rewards for loyalty

• Job creation
• Food safety
• Support for charity drives, community 

clean-ups and other local initiatives
• Environmental responsibility

• Recognition, remuneration and rewards
• Training, career development and wellness 

programmes (including HIV/Aids education)
• Sustainable business performance
• Working for a responsible and ethical 

corporate citizen

• Building a sustainable business
• Resource efficiency (energy, water, waste, logistics)
• Security and sustainability of supply, timely delivery of 

products, competitive pricing, product innovation, 
marketing support, quality of products and food safety

• Opportunities for cost reduction
• Transformation and enterprise development

• Improved and sustainable return on investment
• Understanding our business model, strategic direction 

and profit drivers
• Access to timely, accurate and relevant information
• Sufficient free float of shares for trade
• Good corporate governance, including a balanced 

Board composition
• A socially responsible and ethical corporate citizen

• Fair pricing, research and development support, 
transparent contracts and agreements, infrastructure 
and logistics support

• Opportunities for cost reduction
• Transformation and enterprise development
• Resource efficiency (energy, water, waste, logistics)

Our  
engagement

• Customer director provides a voice, for our 
customers, on the Board

• One-on-one meetings
• Regular customer surveys, consumer forums 

and online customer panels
• Website www.picknpay.co.za and social media
• Smart Shopper loyalty programme
• Through our store footprint and online

• Forums such as township co-operatives, 
university partnerships and the Pick n Pay 
Schools Club

• Individual stores’ varied social responsibility 
programmes

• Collaboration with the Ackerman Pick n Pay 
Enterprise Development Fund, including 
income generation, community enterprise 
development and food security initiatives

• Regular management updates
• Employee surveys
• Monthly internal publications
• In-house television and radio communications 

and employee conferences
• Skills development and training
• Ongoing engagement with unions

• One-on-one relationships
• Regular store visits by franchise specialists and service 

area consultants
• Bi-monthly meetings between regional operational 

teams
• Bi-monthly CEO forum meetings with national 

franchise representatives
• CSI programmes in the communities in which our 

franchisees operate
• National conference

• At least four formal engagements a year: two financial 
results presentations, AGM and investor day/strategic 
update

• CEO and CFO regularly engage with investors, analysts 
and fund managers

• Direct engagement on proposed resolutions prior to 
annual and extraordinary general meetings

• Focused investor relations section on 
www.picknpayinvestor.co.za

• Regular food safety audits at production facilities
• Ongoing store visits with suppliers
• Joint business planning sessions
• Regular meetings in line with merchandise cycle 

timelines
• Supplier conferences
• Dedicated enterprise development programme

Our  
performance  

in 2015

• Customer engagements through our Customer 
Care line increased 5% to over 300 000

• Users of the Pick n Pay website rose 26%. We 
have the most popular Facebook presence for 
a South African retailer with over 1 million 
followers – up 40%

• Number of Smart Shopper vouchers redeemed 
increased by 68%

• Added key new partners to the Smart Shopper 
loyalty programme, including Ster Kinekor, 
U-Shaka, Spar, Ratanga Junction and 
Intercape buses

• R44.6 million on various CSI initiatives
• Smart Shopper loyalty programme generated 

R2.2 million worth of points donated to charity 
by customers since inception

• Donated more than R25.0 million worth of 
food to FoodBank SA

• Donated more than R1.8 million of clothing to 
The Clothing Bank

• Skills development and bursaries investment  
up 16.7%

• Over 180 training programmes offered to 
employees

• Over 1 438 internal promotions, contributing 
to the career advancement of valued 
employees

• 18 participants in the Pick n Pay graduate 
programme

• CA(SA) training programme offered at 
Pick n Pay

• Opened 61 franchise stores and closed four 
under-performing stores

• Franchise module tailored for the emerging market 
assisted franchisees trading in this environment with 
structured repayment of debt

• Improvement in impairment allowance of trade and 
other receivables of 71.4%

• CEO, CFO and investor relations (IR) team held 
one-on-one meetings with shareholders in June and 
October 2014

• IR team held numerous meetings with investors, 
potential investors and analysts

• Investor day in February 2015 for our largest 
shareholders – showcasing progress at the Philippi 
Distribution Centre and the work of the new Retail 
Office at the Canal Walk store

• Participated in the Bank of America Merrill Lynch 
(BAML) Investor Conference in March 2015

• For our financial performance during the year, refer to 
the CFO report on pages 36 to 41

• Annual supplier conference
• 2 370 health and safety audits
• During the year and through co-operation with the 

Ackerman Pick n Pay Enterprise Development Fund, 
25 businesses and community enterprises benefited 
from the enterprise development programme, of which 
12 are now suppliers

• Adding 90 suppliers to our centralised supply chain, 
increasing the level of central supply with 11% pts
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CUSTOMERS COMMUNITY EMPLOYEES FRANCHISEES SHAREHOLDERS SUPPLIERS

We had more than 790 million interactions 
with customers in our stores this year

We are focused on community development 
and upliftment, including employing and 
buying from local communities wherever 
possible

The Group is a major employer, directly 
employing 48 700 people and, indirectly, 
approximately 23 000 through our franchise 
business

Four hundred and ninety of our stores are owned 
and managed by franchisees

Both Pick n Pay Stores Limited (share code: PIK) and 
Pick n Pay Holdings Limited RF (share code: PWK) are 
listed on the JSE Limited. See page 166 for details of 
our major shareholders

The Group has more than 7 000 suppliers and service 
providers

Why do we 
engage?

• Listening and responding to customer 
feedback, both positive and negative, helps 
us to improve our customer offer

• By responding to the changing needs of our 
customers we are able to provide them with 
new reasons to shop with us, supporting 
sustainable revenue growth

• The success and wellbeing of the communities 
in which we trade ultimately affects the success 
and wellbeing of our stores

• Local communities engage with those 
businesses that engage with them, promoting 
the sustainability of both

• To get the best out of our team (and in turn be 
able to deliver the best to our customers) we 
actively and regularly engage with our 
employees on strategy, key performance 
indicators, financial performance and the role 
we expect each individual employee to play in 
our business

• To identify and recognise good performance, 
to provide training and development and to 
hold each team member accountable for the 
job they do

• Our franchise stores are an important part of the 
Pick n Pay business, adding significantly to our scale 
and brand reach

• Our franchise model only works when our franchisees 
have opportunities to succeed and have an active voice 
in the business

• To provide our shareholders with a comprehensive, 
transparent and objective understanding of the 
business so that our shares may trade at a fair value 
and that our shareholders are aware of the risks and 
opportunities associated with investing in the Group

• To ensure that we are able to source a leading range 
of high-quality produce and merchandise at the best 
possible prices and that we can commit to on-shelf 
availability, food safety and sustainable and ethical 
business practices

Our vision • Convenient store locations within easy reach 
of all customers

• Leading product offer
• Great prices and promotions
• Excellent place to shop
• Wide array of useful, value-added services

• Develop diverse and ethical suppliers
• Be environmentally responsible
• Do good in the local community
• Promote healthy and sustainable living

• Meritocracy 
• Most talented South African retail business
• Effective and lean organisational structure
• Advance employee opportunity and diversity

• Offer the most successful mutually beneficial franchise 
model in the retail industry

• Operate as a sustainable franchisor of choice 

• Generate consistent profits in a sustainable manner
• Operate according to the highest corporate 

governance principles
• Follow innovative business practices at acceptable 

levels of risk
• Provide attractive returns on investment

• To build fair, efficient and mutually beneficial business 
relationships

• An efficient supply chain
• Develop new products that meet evolving customer 

needs and environmental requirements
• Give new product innovation the best chance of 

success on-shelf, through visibility and availability
• Continual development of small businesses and diverse 

and ethical suppliers
• Contribute to job creation

Our 
stakeholders’ 

interests

• Product quality and food safety
• Product availability
• Good value for money
• Great service
• Convenient locations
• Opportunities to buy responsibly and ethically 

sourced food or to take part in in-store 
recycling opportunities

• Rewards for loyalty

• Job creation
• Food safety
• Support for charity drives, community 

clean-ups and other local initiatives
• Environmental responsibility

• Recognition, remuneration and rewards
• Training, career development and wellness 

programmes (including HIV/Aids education)
• Sustainable business performance
• Working for a responsible and ethical 

corporate citizen

• Building a sustainable business
• Resource efficiency (energy, water, waste, logistics)
• Security and sustainability of supply, timely delivery of 

products, competitive pricing, product innovation, 
marketing support, quality of products and food safety

• Opportunities for cost reduction
• Transformation and enterprise development

• Improved and sustainable return on investment
• Understanding our business model, strategic direction 

and profit drivers
• Access to timely, accurate and relevant information
• Sufficient free float of shares for trade
• Good corporate governance, including a balanced 

Board composition
• A socially responsible and ethical corporate citizen

• Fair pricing, research and development support, 
transparent contracts and agreements, infrastructure 
and logistics support

• Opportunities for cost reduction
• Transformation and enterprise development
• Resource efficiency (energy, water, waste, logistics)

Our  
engagement

• Customer director provides a voice, for our 
customers, on the Board

• One-on-one meetings
• Regular customer surveys, consumer forums 

and online customer panels
• Website www.picknpay.co.za and social media
• Smart Shopper loyalty programme
• Through our store footprint and online

• Forums such as township co-operatives, 
university partnerships and the Pick n Pay 
Schools Club

• Individual stores’ varied social responsibility 
programmes

• Collaboration with the Ackerman Pick n Pay 
Enterprise Development Fund, including 
income generation, community enterprise 
development and food security initiatives

• Regular management updates
• Employee surveys
• Monthly internal publications
• In-house television and radio communications 

and employee conferences
• Skills development and training
• Ongoing engagement with unions

• One-on-one relationships
• Regular store visits by franchise specialists and service 

area consultants
• Bi-monthly meetings between regional operational 

teams
• Bi-monthly CEO forum meetings with national 

franchise representatives
• CSI programmes in the communities in which our 

franchisees operate
• National conference

• At least four formal engagements a year: two financial 
results presentations, AGM and investor day/strategic 
update

• CEO and CFO regularly engage with investors, analysts 
and fund managers

• Direct engagement on proposed resolutions prior to 
annual and extraordinary general meetings

• Focused investor relations section on 
www.picknpayinvestor.co.za

• Regular food safety audits at production facilities
• Ongoing store visits with suppliers
• Joint business planning sessions
• Regular meetings in line with merchandise cycle 

timelines
• Supplier conferences
• Dedicated enterprise development programme

Our  
performance  

in 2015

• Customer engagements through our Customer 
Care line increased 5% to over 300 000

• Users of the Pick n Pay website rose 26%. We 
have the most popular Facebook presence for 
a South African retailer with over 1 million 
followers – up 40%

• Number of Smart Shopper vouchers redeemed 
increased by 68%

• Added key new partners to the Smart Shopper 
loyalty programme, including Ster Kinekor, 
U-Shaka, Spar, Ratanga Junction and 
Intercape buses

• R44.6 million on various CSI initiatives
• Smart Shopper loyalty programme generated 

R2.2 million worth of points donated to charity 
by customers since inception

• Donated more than R25.0 million worth of 
food to FoodBank SA

• Donated more than R1.8 million of clothing to 
The Clothing Bank

• Skills development and bursaries investment  
up 16.7%

• Over 180 training programmes offered to 
employees

• Over 1 438 internal promotions, contributing 
to the career advancement of valued 
employees

• 18 participants in the Pick n Pay graduate 
programme

• CA(SA) training programme offered at 
Pick n Pay

• Opened 61 franchise stores and closed four 
under-performing stores

• Franchise module tailored for the emerging market 
assisted franchisees trading in this environment with 
structured repayment of debt

• Improvement in impairment allowance of trade and 
other receivables of 71.4%

• CEO, CFO and investor relations (IR) team held 
one-on-one meetings with shareholders in June and 
October 2014

• IR team held numerous meetings with investors, 
potential investors and analysts

• Investor day in February 2015 for our largest 
shareholders – showcasing progress at the Philippi 
Distribution Centre and the work of the new Retail 
Office at the Canal Walk store

• Participated in the Bank of America Merrill Lynch 
(BAML) Investor Conference in March 2015

• For our financial performance during the year, refer to 
the CFO report on pages 36 to 41

• Annual supplier conference
• 2 370 health and safety audits
• During the year and through co-operation with the 

Ackerman Pick n Pay Enterprise Development Fund, 
25 businesses and community enterprises benefited 
from the enterprise development programme, of which 
12 are now suppliers

• Adding 90 suppliers to our centralised supply chain, 
increasing the level of central supply with 11% pts

The Group’s stakeholder universe includes customers, suppliers, shareholders, franchisees, employees, regulating 

authorities, media, various levels of government and community groups. We are committed to balancing their 

interests in a responsible and respectful manner. Here we detail our engagement with our key stakeholders, 

focusing on those groups that have either a significant interest in the operations of the Group or have significant 

influence over the way we do business.
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