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Shoprite Holdings was launched in 
1979 when a young Whitey Basson, 
working for Pepkor at the time, saw 
a gap in the market to sell affordable 
packaged consumer goods 
focused on the mass underserved 
population, just like Pepkor had 
done with clothing. Using Pepkor’s 
balance sheet, his team acquired 
33 stores and listed Shoprite on the 
JSE in 1986. Since then, its market 
cap has grown from R29 million 

to R107 billion with the 1991 acquisition of Checkers 
setting the company on the road to becoming Africa’s 
largest fast-moving consumer goods (FMCG) retailer – 
now with 2,898 stores across 11 countries. The stores are 
well supported by extensive distribution infrastructure and 
an integrated enterprise-wide information and technology 
system – a profile unmatched by any other retailer on the 
continent. Supermarkets South Africa accounts for 80% of 
merchandise sales and 91% of trading profit, Supermarkets 
Non-SA 9% and 3% respectively whilst furniture and other 
segments make up the balance. Sales at upmarket Checkers 
and Checkers Hyper (40% of SA) increased by 10.9%, 
Shoprite and Usave increased by 8.8% and there was a 
strong performance from the liquor segment despite 144 
lost trading days. Work from home and home improvement 
saw the OK Furniture segment increase sales by 24.6% 
whilst non-RSA decreased by -7.5%.

A good starting point is to look at the core reason for a 
company’s success, in Shoprite’s case summed up by, “Our 
customers are at the heart of what we do and the reason 
for our business. Our purpose is to provide them access to 

affordable products wherever they are.” If one considers 
the Covid-19 restrictions on mobility and the pressure 
on consumer’s wallets, Shoprite’s low price points and 
proximity advantage remain the key drivers of success. 
Crucially, 80% of the SA population live within 5km of one 
of  Shoprite’s 2,518 stores from Checkers in urban areas to 
Shoprite and USAVE in the vast rural areas. Fear of Covid 
led to people venturing out less frequently, thus although 
store visits dropped 3.8%, customers did stockpile more 
per visit, increasing basket sizes by 13.6%. In tough times, 
shoppers trade down due to financial pressures. Thanks to 
years of strategic focus on offering better quality & lower-
priced private label products, Shoprite was able to take 
full advantage and consequently benefit from the higher 
private label margins. As a proportion of group sales, they 
rose from 17.1% to 18.3%. Having invested heavily in a 
brand new SAP IT system, managers knew exactly which 
products were selling well, what stock needed to be ordered 
in advance and the result was optimal and targeted on-
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 � Unbeatable proximity advantage - 80% of 

the SA population live within 5km of one of  
Shoprite’s 2,518 SA stores.

 � Shoprite has reported 28 consecutive months 
of market share gains in SA.

 � Checkers’ Sixty60 app is now a R2.2 billion 
business having only launched 18 months ago, 
delivering approximately 400 000 online orders 
per month.

 � Shoprite’s share price plummeted to R100 in 
July’20 but touched R190 in September

Record unemployment, looting, soaring input prices, delays in freight from China, oil prices up over 50% 
year-to-date, cut-throat price competition, harsh lockdown restrictions, rapid switching from physical to 
online shopping … Who would honestly want to be a food retailer in South Africa right now? Yet, against 
this extreme backdrop, Shoprite delivered a solid set of full-year 2021 results including margin expansion 
across all divisions and marking 28 consecutive months of market share gains. It is clear that decades of 
experience is what counts most and the answer lies somewhere in between very astute leadership focused 
on both executing its long term strategic plans whilst fully embracing the latest in technology to future 
proof itself and placing the customer firmly at the centre of every decision. This article will highlight how 
these results have been achieved, whether they can continue to deliver and the drivers of future growth. 
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shelf availability. This reduces the need to shop elsewhere 
and creates loyalty which in turn increases market share - 
evident by the fact that all 4 SA supermarket brands gained 
market share. With many input-cost price increases due to 
local and global supply-chain bottlenecks, one of the only 
tools to offset this is to increase volumes since raising prices 
will see Pick ‘n Pay, SPAR and Woolworths immediately 
drop their prices to compete. Shoprite managed to increase 
volumes by 3.2% or +178 million units. Importantly, 
Shoprite receives rebates from suppliers when it hits sales 
targets and these rebates were meaningful. Internal price 
inflation of 3.8%, well below the official food inflation of 
5.4% also shielded customers from price rises. Thanks to 
the above factors, Group trading profit increased by 24.9% 
and sales by 8.1%, all the more remarkable given that 2021 
had to compete with a high base in the 2020 financial year, 
due to the pantry loading/panic buying experienced during 
the hard lockdowns in March 2020. 

Furthermore, management’s strategic focus to downsize the 
rest of Africa and focus on the higher-margin SA business 
took a giant leap forward. The troubled Nigerian business 
was sold last year and R441m (83% of proceeds) has been 
received to date. The Kenya divestment has been concluded 
and Madagascar and Uganda will be sold during 2022. As 
a result, USD borrowing, a massive risk in the past, has 
been reduced by 85% from $433 million in 2020 to just 
$68 million in 2021. With a de-geared balance sheet, the 
company undertook a share buyback worth R515 million 
which, along with the 42% increase in the dividend, has 
helped play a part in improving the return on invested 
capital (ROIC) to 12.4% from 9.7% in 2020. The financial 
clean-up has taken time but was well received by the market 
and bodes well for enabling future growth.

As the world moves online, SA e-commerce transactions 
are expected to grow by 40% this year to reach cR40 billion 
or c.4% of the overall retail market, from c.1.4% in 2018 
(according to World Wide Worx).  To fulfil the need in the 
market for a fast and reliable on-demand grocery delivery 
service, Checkers launched its Sixty60 app in late 2019. 
The app has been rolled out to 233 stores within 18 months, 
delivering approximately 400 000 online orders per month 
and is now a R2.2 billion business. Standard Bank has 
just tested 14 online SA retail apps and Sixty60 was the 
consistent outperformer. The speed at which management 
developed and launched this app illustrates very clearly how 
in touch Shoprite is with the future. Not only will this aid the 
market share gains but it will become key in driving future 
growth. Let us also not forget Shoprite’s leading rewards 
programme, Xtra Savings, with 20 million members which 
uses artificial intelligence to target each customers profile. 
CEO Peter Engelbrecht also announced an exciting new 
tech division, called Shopritex. Its 250-strong team includes 

data science, e-commerce and personalisation experts, who 
will work with Shoprite’s IT team to create and implement 
innovations and ensure Shoprite is at the forefront of tech 
amongst its peers.

A frightening statistic on SA income brackets could play 
further into the Group’s low-end value positioning via 
USAVE and Shoprite. The UCT Liberty Institute has 
indicated that between 2017 & 2019, the number of “Ultra-
Poor” or adults earning less than R3500 per month, has 
jumped from 9 million to 16.6 million! This move, along 
with SA’s record unemployment numbers and ballooning 
reliance on government handouts (30% of the population 
or 18m people receive social grants) will mean that any 
retailer with exposure to the lower-end consumer, that offers 
affordable goods, stands to benefit. Shoprite is extremely 
proud of creating 3,897 jobs in 2021 to reach over 142,000 
employees and at the same time has remained true to its 
roots from the Pepkor years.

“We have always been good at opening stores – now we have 
become good at re-opening stores,” said the CEO about the 
July unrest. Despite 231 stores being impacted, KZN store 
closure impact was minimised with quick turnarounds where 
83 stores remain closed, 47 of which were significantly 
impacted by fire damage and 6 that will not re-open. None 
of us will ever forget the images of burning Makros around 
KZN and its owner, Massmart, is under financial pressure. 
This has given rise to a potential deal where Shoprite will 
acquire all 63 Cambridge and Rhino Stores, 12 Masscash 
Cash and Carry stores and Massfresh. If the Competition 
Commission give the green light, Shoprite will gain an 
additional 9% in turnover overnight. Having just moved out 
of the “3rd wave” and with inflation lingering longer than 
expected which is hurting the embattled consumed, it will 
again come down to the hardened experience and lessons 
learnt in Africa over decades which Shoprite possesses in 
abundance.

In conclusion, the past 5 years has been an extremely 
difficult time for South African retailers with economic 
growth going backwards and unemployment rising through 
the roof. But the old saying, “a company is not a country” 
is extremely apt in describing Shoprite and its ability 
to navigate choppy waters. Not only is it competing and 
taking market share from Woolworths at the high-end, but 
it is also superbly positioned across all income levels and 
its sheer size and economies of scale, coupled with some 
of the most sophisticated data-analytics tools will stand it 
in good stead. Its valuation is full and the share has rallied 
hard, however, Shoprite offers sound growth for long term 
investors.



Please note, due to the concerns over the 3rd wave of 
Covid, Harvard House has decided to cancel our Insight 
presentations until further notice.
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