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Infroduction

The Johannesburg Stock Exchange lists 29 companies in the two categories Food
& Drug Retailers and General Retailers. Of this list, our sample includes nine

companies. These companies are:

Cashbuild

Foschini

Massmart

Mr Price

Pick n Pay Stores Ltd

Shoprite

Spar

Truworths

Woolworths

The retail sector in South Africa is the second largest employer after the
government. This makes it a key sector for the LRS to monitor. The rich data

extracted from the LRS's MNC Database enables a retrospective view of

company performance over the course of the last nine years. Following this, we
analyse the notoriously high remuneration packages received by directors in this

sector.

The Sector

Retail trade sales represent close to 20% of South Africa’s GDP.! While this has
been good for retailers in the past, the Covid pandemic and Eskom's power cuts

have meant that growth in this sector has been slow. More recently, the impact

1 https://www.dailymaverick.co.za/opinionista/2022-01-25-long-road-ahead-for-the-retail-sector-
particularly-e-commerce/
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of the war in Ukraine on supply chains and inflation, as well as interest rate

changes have put even more pressure on consumers.

According to STATSSA, In 2022, retail frade sales increased by 1,7% compared with
2021.2 The below graph shows South Africa’s retail sales growth / decline from
October 2022 to September 2023. Retail have been steadily declining month on

month, with an increase in sales withessed in September 2023.
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The pandemic along with local and international lockdowns has led to a
noticeable shift in the way households shop. South Africans are spending less on
alcohol, clothing, eating at restaurants, furniture, appliances and hotels.
Alongside this, unemployment in South Africa has reached record highs, meaning

people simply have less money o spend.

2 chrome-

extension://efaidnbmnnnibpcajpcglclefindmkaj/https://www.statssa.gov.za/publications/P6242
1/P62421December2022.pdf

3 hitps://tradingeconomics.com/south-africa/retail-sales-annual
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Shoprite is the largest retailer in the country with a market capitalisation of R153
billion — which is more than Pick n Pay (R10 bilion) and Spar (R22 billion) and

Woolworths (R45 billion) combined.

Pick n Pay dominated this same market in the 1980s, but Shoprite has continually
grown over the course of the last 20 years to dominate the space. Shoprite is
extremely good at centralised distribution and technology, which has enabled
this growth over its competitors. The CEOs of these two retailers have played an
important role in their growth. Both retailers have recently intfroduced new CEOs
(Pieter Engelbrecht at Shoprite and Pieter Boone at Pick n Pay). Engelbrecht has
continued to grow Shoprite by offering competition to Woolworths in the high-
end grocery offering and continuing to grow market share at the lower end of
market.4 Shoprite is also in the process of closing some stores in the Rest of Africa

and focusing on the local market.

Spar, another big competitor in the sector, runs a very different kind of business.
Spar doesn’'t own most of the stores brandishing its name — but does deliver to

these stores.

The biggest news in the sector is that Walmart is buying out Massmart, and
subsequently will delist the company. In its operations in America, Walmart is very
openly anti-union. The unions in our alliances will no doubt face challenges when

dealing with this company.>

The pandemic forced retailers to increase online capabilities: for the ten days
leading up to the lockdown, Pick n Pay saw a significant increase in online orders.
This prompted Pick n Pay to launch a same-day delivery service, competing with
Shoprite's Checkers Sixtyé0 app, which promises to deliver you online order within

60 minutes. This speaks to an important change in the South African retail

4 https://www.ghostmail.co.za/jse-retailers-where-is-the-value/
S hitps://www.populardemocracy.org/news/how-walmart-persuades-its-workers-not-unionize
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landscape - in the last two years, South Africa’s online retail has more than
doubled.é For 2021, the online total of R42,3-billion made up 4% of the R1,166-
trillion total, marking healthy growth from the 2.8% recorded in 2020. In 2022, with
total retail expected to reach R1,16-trillion, online retail will make up 4.7% of the

fotal.”

6 https://www.businessinsider.co.za/sas-online-retail-has-more-than-doubled-in-two-years-but-
the-best-is-probably-over-2021-5

7 https://www.mastercard.com/news/eemea/en/newsroom/press-releases/press-
releases/online-retqil-study-

2022/ # :~:text=%E2%80%2 COnline %20Retail%20in%20South%20Africa,South%20Africa%20to0%20R5
5%20billion.
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Financials

On average, this list of companies reported an 8,47% (see Figure 4) increase in
revenue. The effects of the pandemic can easily be seen in the 2021 financials,

so this increase comes from what can be deemed a low base figure.

The biggest increase in revenue was reported by Foschini, with an increase of
29.7% or approximately ZAR 11 billion. Mr Price (23%); Truworths (10%) Shoprite
(7,.5%); Woolworths (6%) and Pick n Pay (5%) all reported an increase in revenue
as. Shoprite is the biggest employer in the sector. Cashbuild reported an 11,66%

drop in revenue.

From the chart below (Figure 1), Shoprite remains the biggest company in the
retail sector, with Spar and Pick and Pay following. Woolworths is the fourth largest

retailer in our sample.
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Retail Sector Revenue 2022
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Figure 1 Retail Sector Revenue 2022
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Retail Sector Revenue 2012 to 2022
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Pickn Woolwort
Foschini = MrPrice | Truworths = Shoprite Spar Pay hs Cashbuild
Stores Ltd

m2012 1453080 1212218 9769000 8273058 4356020 5563440 2881300 6310052
m2013 1628500 1372000 1080900 9274731 4779580 59 658 50 3539900 6376945
m2014 1636290 1589200 1164200 1022040 5501600 6366190 3999400 6781274
m2015 1854400 1809900 1261900 1136940 7406000 67 603 10 58069 00 @7 692 646
m2016 2374640 2000400 1823100 1300280 9222730 7347730 6697800 8 669 643
m2017 2641360 1976300 1985800 1410000 9717420 7911780 6945100 9 729 640
m2018 3153650 2134700 1925400 1453060 1030075 8350480 7057200 10207 60

m2019 3410140 2258500 1809400 1503950 109 4770 9046500 7159600 1082123
m2020 3847650 2303000 1329000 1568550 1242774 8928150 7826200 1009100
m2021 3558580 2282700 1753400 1711880 1279405 9307880 8094200 1261600
m2022 4616740 2808300 1934000 1840780 1356090 9787280 8702000 1114510

m2012 m2013 m2014 m2015 m2016 m2017 m2018 m2019 w2020 m2021 m2022

Figure 2 Retail Sector Revenue 2012 to 2022
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Retail Sector Average Revenue 2012 to 2022
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Figure 3 Retail Sector Average Revenue 2012 to 2022

Profit before Tax

In 2022, seven out of eight companies on the list reported an increase in profit
before tax. Truworths, Mr Price, Pick n Pay and Shoprite reported big increases,
while Spar and Woolworths report very small increases. Cashbuild reported an 18%
decline in PBT. Foschini, reported a large PBT of over R4 billion, coming from a loss
of over R1,7 billion in 2021.

Shoprite remains the biggest earner in the sample with profit before tax of over
ZAR 8 billion
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Retail Sector Profit before Tax 2022
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Figure 4 Retail Sector Profit before Tax 2022
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Retail Sector Profit before Tax 2014 to 2022

Massmart
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Figure 5 Retail Sector Profit before Tax 2014 to 2022
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Spar
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Retail Sector Average Profit before Tax
2014 to 2022
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Figure 6 Retail Sector Average Profit before Tax 2014 to 2022



Directors’ Remuneration

The LRS MNC database allows us to look at CEO remuneration over the course of
the last eleven years. In the retail sector, and our sample specifically, we see the
general frend over time being upwards, with a large spike in 2016 when the then
Shoprite CEO retired and was paid a significant LTl (see Figure 9). There is another
spike in 2021, when CEO of Pick n Pay Richard Brasher retired and received an LTl
payment of ZAR 115 million.

When looking at Figure 9, we see that in 2017, 2018, and 2019 we can see a large
gap between the average total remuneration without LTI and total remuneration
including LTI. This shows that large LTls were paid in these three years. This gap
closes in 2020, which was arguably a very difficult year for retailers. In 2021, this
gap widens significantly — mainly due to the LTl paid to the outgoing CEO of Pick
N Pay.

From 2020 to 2021, average total remuneration (including LTl) went up by over
100% - almost no LTlIs were paid in 2020 due to the effects of the pandemic, so the
increase is from a low base, However, the average is the highest it's been since
2016. From 2021 to 2022, average executive remuneration in the retail sector

decreased by just over 1%.
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Retail Sector Average CEO Remuneration 2011 to
2022
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Figure 7 Retail Sector CEO Remuneration 2011 to 2022

In the retail sector, the highest paid CEO in our sample was the CEO of Shoprite,
Pieter Engelbrecht. He received an LTI of almost R 30 million as well as salary of
R16 million and a cash bonus of R16 million. This amounts to total remuneration of

over R63,46 million.

The CEO of Mr Price, Mark Blair, received an LTI of over R36 million. His total
remuneration comes to R56,5 million, the second highest earner in our sample. On
average, CEOs in our sample received more than R30 million in total remuneration

in the 2022 financial year.
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On average, from 2020 to 2021, average total executive remuneration went up
over 100%. From 2021 to 2022, average executive remuneration in the retail sector

decreased by just over 1%.

In the same period, average non-executive remuneration went up by 21%.

Labour
L R S Research 3
Service



Retail Sector CEO Remuneration 2022
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m DShip Other 0 928000 927000 953600 7902000 10596000 0 13514000 301000
m DShip Benefits 104000 906000 0 3266000 0 1787600 1664000 79000 470000
m DShip Cash Bonus 535000 0 706000 10492900 15300000 0 14332000 496000 16068000
m DShip Salary 2264000 7950000 6164000 10707000 10200000 8212400 16494000 5957000 16671000

mDShip Salary  mDShip Cash Bonus ~ mDShip Benefits ~ mDShip Other ~ mDShip LTI Payment

Figure 8 Retail Sector CEO Remuneration 2022



Retail Sector Average ED Remuneration
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Figure 9 Retail Sector Average Executive Director Remuneration 2007 to 2022

Retail NED Average Remuneration 2007 - 2022
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Figure 10 Retail Sector NED Average Total Annual Remuneration 2007 to 2022



