
Risks and opportunities

50

The sustainability risks are material to the 
business over the  
short term (S) 0 – 2 years,  
medium term (M) 2 – 5 years and  
long term (L) 5 – 10 years.

Strategy and risk integration
	Our sustainability strategy is centred on three strategic goals in the  
	Building Better Business framework. In FY24, we progressed in the process to 
	identify sustainability risks and opportunities, working towards impact 
	quantification using scenario analysis.

	We have formalised 58 critical and large profit-enabled impact initiatives in areas 
	like customer products, energy, waste and local sourcing. Our three-year plan 
	process now includes sustainability metrics and the group plans to spend  
	R349 million for social programmes and R175 million on environmental initiatives 
	between FY25 and FY27.  

We have identified sustainability risks and opportunities linked to several of the group’s 
top 10 risks. This includes climate-related risks and opportunities related to the physical 
risks caused by severe weather events and transition risks as a result of the global shift 
towards a low carbon economy.

1.	 Renewable energy and energy efficiency initiatives: Solar PV and 
LED projects

2.	 Lower operating costs and the environmental impact through 
transportation efficiency and packaging optimisation  
Solar PV and LED projects

3.	 Enhancing supply chain resilience through geographic 
diversification

4.	 Reducing waste through sustainable packaging, 
plastics recycling and quality control Initiatives

5.	 Enhancing social impact through youth 
employment, career advancement and 
employee wellness initiatives

6.	 Offering affordable and durable 
clothing and footwear designed for 
longevity

1.	 Infrastructure and weather disruptions impacting 
supply chain and trade operations

2.	 Unpredictable seasonal patterns disrupting supply 
chains and product demand

3.	 Reputational damage due to supplier ESG practices

4.	 Rising importance in ESG legislative requirements 
and reporting

5.	 Strengthening social sustainability 

6.	 Impact of long-term climate change on store 
locations and trade operations

Sustainability opportunitiesSustainability risks  
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Sustainability risks

Risk context (physical – acute)
Failures in rail and port networks, poor maintenance of critical infrastructure, and unreliable 
electricity and water supply can significantly disrupt inbound logistics and harm trade 
operations. Additionally, extreme weather events like floods, severe storms and high winds 
can further disrupt shipping, port activities and transport networks, increasing supply chain 
vulnerabilities.

Infrastructure and weather disruptions impacting 
supply chain and trade operations

•       �Establish relationships with multiple suppliers across different geographic locations to 
reduce dependence on any single source

•       �Identify and establish alternative logistics routes, channels and infrastructure to mitigate 
disruptions caused by failures in road and port networks

•       �Develop and regularly update contingency plans that outline procedures for dealing with 
logistics disruptions, including clear communication channels

•       �Strengthen relationships with logistics providers to enhance flexibility and responsiveness 
during disruptions

•       �Adopt sustainable practices in logistics and operations to reduce environmental impact  
and improve resilience against climate change-related disruptions

•       �Comprehensive insurance cover for business interruption

Mitigations Mitigations

Risk context (physical – chronic)
Shifting or less predictable seasonal patterns can disrupt supply chains, causing 
overstocks and delayed purchases of seasonal products. Retailers typically rely on 
established trends to forecast demand and manage inventory, but climate change is 
making these patterns increasingly unpredictable. This mismatch in unseasonal weather 
can lead to financial losses, as retailers may have to discount overstocks or miss sales 
opportunities. Furthermore, inconsistent product availability can frustrate consumers, 
decreasing brand loyalty.

Unpredictable seasonal patterns disrupting supply 
chains and product demand

•       �Broaden the range of products to include non-seasonal items that can 
appeal to consumers regardless of seasonal fluctuations

•       �Foster closer relationships with suppliers to improve communication and 
adaptability in response to shifting demand patterns including quick 
response from local suppliers

•       �Use inventory and supply chain management software that provide 
real-time tracking and analytics to optimise stock levels and respond 
quickly to changes in demand

•       �Earlier promotional activity to manage seasonal inventory levels

2

S, M & L term

Material matters Material mattersCapitals impacted Capitals impacted

Risk trend: Increasing NewStable
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Maintaining an efficient and effective supply chain
NC NCFC FCSRC SRC

S, M & L term

1

Maintaining an efficient and effective supply chain#2

Maintaining a low cost of doing business#3

Customer focus#1

Maintaining an efficient and effective supply chain#2

Maintaining a low cost of doing business#3

Customer focus#1

Mitigations

We have identified the following sustainability risks 
over the short, medium and long term:
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Risk context (transition – policy and legal)
Regulatory changes, particularly the Climate Change Act, may increase scrutiny and 
significantly affect business processes, raising the cost of doing business and impacting 
the production and delivery of products or services.

Rising importance in ESG legislative requirements 
and reporting

•       �Extensive data collection on existing packaging was completed, with plans  
to quantify the environmental impact and identify initiatives to reduce future  
packaging usage

•       �Keep up to date with changing sustainability and environmental reporting 
requirements and legislation

•       �Assess the impact of these requirements on the business and identify the 
necessary steps for compliance

•       �Enhance the commitment to sustainability across all operating businesses in the 
group by integrating sustainability into business strategies and improving the 
reporting of targets and initiatives

Sustainability risks (continued)

S, M & L term

Risk context (transition – market and reputation)
Failing to adopt ethical and responsible ESG business practices in our product 
manufacturing can result in significant reputational damage and may lead to fines for 
non-compliance with laws and regulations. Negative reactions from capital markets can 
further exacerbate these issues, potentially increasing the company’s cost of capital, 
lowering its share price and diminishing investor confidence.

Reputational damage due to supplier 
ESG practices

•       �An SCOC is in place, addressing both social and environmental standards
•       �The MoA for the SCOC has been distributed and signed by key CFH trade suppliers
•       �Third-party quality control inspections of factories are conducted
•       �The supplier compliance journey is actively under way, with a supplier rating model 

already implemented and supplier manuals established

M & L term

Material matters Material mattersCapitals impacted
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Capitals impacted

FC H&IC SRC

Mitigations Mitigations

FC H&IC SRC

43

Maintaining an efficient and effective supply chain#2

Maintaining a low cost of doing business#3

Customer focus#1

Allocating capital effectively#5

Customer focus#1

Risk trend: Increasing NewStable
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Sustainability risks (continued)

Risk context (transition – market and reputation)
From an ESG perspective, Pepkor’s ability to effectively allocate people resources, promote 
leadership diversity in line with B-BBEE principles and address succession planning 
challenges is critical to achieving sustainable operational and profitability goals. Failure to 
address these aspects could lead to workforce dissatisfaction, reduced productivity and a 
lack of diverse perspectives at the leadership level, ultimately impacting the organisation’s 
social responsibility, reputation and long-term success. Prioritising these areas 
demonstrates a commitment to social equity, employee development and inclusivity, 
which are fundamental to building a resilient and socially responsible business.

Responsibility for strengthening social  
sustainability

•       �Improving organisational enablement for diversity and inclusion initiatives
•       �Maintaining development programmes and recruitment targets that enable a greater 

composition of black talent and enhance skills, with a strong focus on improving 
leadership diversity 

•       �Ensuring that we continue to effectively monitor that employees are paid at least at 
the minimum wage to promote fair compensation

•       �Formalised processes in place to engage with employees and their recognised 
representatives

•       �The company’s role within the community and its commitment to purpose-driven 
initiatives – such as aligning business goals with positive societal impact through 
affordable products and services, continuous growth for employees, facilitating 
economic development in the informal economy, and skills development and 
education – is seen as essential.

Risk context (physical – chronic)
Long-term climate changes, such as rising temperatures, water scarcity and increased drought 
frequency, can impact store locations and operations, hindering trade. Higher temperatures may 
reduce customer foot traffic in certain regions, prompting retailers to reconsider locations, which 
could result in costly relocations or renovations. Additionally, retailers may face increased 
operational costs due to air conditioning and investments in water-saving technologies or 
alternative water sources.

Impact of long-term climate change on store 
locations and trade operations

•       �Implement rainwater harvesting systems at the DCs to conserve water resources
•       �Conducted water risk filter assessments to identify water-related risks at high-risk locations and 

manage these risks through targeted interventions
•       �Invest in energy-efficient HVAC systems, lighting and equipment to reduce the impact of higher 

temperatures on operational costs and to improve overall energy efficiency
•       �Increase investment in digital channels and e-commerce platforms to provide customers with 

convenient shopping alternatives when foot traffic declines due to weather conditions

S, M & L term S, M & L term
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Capitals impacted

FCH&IC SRC

Capitals impacted

FC SRC

Material matters

Mitigations Mitigations

NC
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Material matters Material matters

Maintaining an efficient and effective supply chain#2

Maintaining a low cost of doing business#3

Customer focus#1

Maintaining a low cost of doing business#3

Customer focus#1

Allocating capital effectively#5

Risk trend: Increasing NewStable
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Sustainability opportunities We have identified the following sustainability opportunities 
over the short, medium and long term:

Opportunity
Solar PV and LED projects are initiatives 
directed towards reducing direct cost through 
investing in renewable energy programmes and 
adopting energy-efficiency measures.

Our solar PV and LED projects are key initiatives 
aimed at reducing direct costs by investing in 
renewable energy and adopting energy-efficient 
solutions. This includes the installation of solar PV 
panels at sites that offer sufficient scale (e.g. the 
rooftops of DCs and support centre buildings)  
and retrofitting existing stores with LED lighting  
to lower electricity consumption and reduce  
carbon emissions.

Opportunity 
Reduced operating costs (e.g. through efficiency 
gains and cost reductions) by utilising more 
efficient modes of transport and lowering the cost 
of packaging.

Lower operating costs and the 
environmental impact through 
transportation efficiency and 
packaging optimisation

Our supply chain has increased efficiency by moving more 
units in less space through smarter packaging initiatives. 
Handling more packages in fewer days and trips has 
doubled our capacity. Other projects like reducing the 
drop-off time at stores, result in decreased fuel consumption. 
These ongoing initiatives reduce our carbon footprint while 
also increasing efficiency.
In line with EPR regulations, work is being done to quantify 
the current impact of the packaging we utilise and identify 
initiatives that will reduce packaging usage in the future. 
Alternatives like biodegradable bags (biobags) are under 
consideration.

2Renewable energy and energy- 
efficiency initiatives: solar PV 
and LED projects

1

S, M & L term

Capitals impacted

Opportunity 
Diversifying our supply chain and sourcing across multiple 
geographic regions builds supply chain resilience and can ensure 
business continuity when extreme weather events play out.

Enhancing supply chain resilience 
through geographic diversification

Diversifying our supply chain by sourcing materials and products from 
multiple geographic regions is a strategic opportunity that significantly 
enhances our supply chain resilience. This approach allows us to mitigate 
risks associated with extreme weather events, geopolitical issues or 
economic fluctuations that can disrupt the flow of goods.
Additionally, we are developing and commissioning new DCs strategically 
located in various regions in the country. These DCs will facilitate quicker 
access to products and reduce transportation distances, further minimising 
our carbon footprint. The new facilities are designed to incorporate 
sustainable practices, such as energy-efficient operations, aligning with our 
commitment to sustainability.

3

S, M & L term M & L term

Material matters Material matters Material matters
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Capitals impacted Capitals impacted

NC NCFC FCSRC SRCNC FC SRC

Maintaining an efficient and effective supply chain#2Maintaining a low cost of doing business#3 Maintaining a low cost of doing business#3 Customer focus#1

Allocating capital effectively#5 Maintaining a low cost of doing business#3 Allocating capital effectively#5
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Opportunity
The adoption of sustainable practices like packaging 
and plastics recycling as well as quality control of 
products at the factory before it is imported  
reduces waste.

Reducing waste through sustainable 
packaging, plastics recycling and quality 
control initiatives

Improved quality control at the source helps prevent defective 
products from reaching South Africa, thereby reducing waste. 
We donate reusable stock items to vetted non-profit 
organisations and are phasing out single-use plastic bags in 
favour of paper and reusable bags.
To lessen environmental impact, we use recycled cartons in 
our DC and implement packaging reuse initiatives that 
separate, bale and sell excess waste to recycling companies. 
We also plan to expand e-waste recycling partnerships to all 
Pepkor Lifestyle stores across South Africa.

Sustainability opportunities (continued)

S, M & L term

Opportunity
The social impact of Pepkor can be seen in its efforts 
to create youth employment opportunities, promote 
career advancement, ensure workplace safety and 
invest in employee wellness and benefits. 

Enhancing social impact through youth 
employment, career advancement and 
employee wellness initiatives

By focusing on creating job opportunities for young individuals, 
particularly for new starters, we foster job creation and 
support the transition into the workforce. In addition, 
opportunities are created to encourage career advancement 
and professional growth within the organisation.
Resources are allocated for a variety of wellness programmes 
and benefits, which include spending on employee health 
initiatives, subsidised medical aid and the hours dedicated to 
these wellness activities.

Opportunity
Affordable, durable clothing and footwear that is 
designed to last, with products being rigorously tested 
for longevity.

Offering affordable and durable clothing 
and footwear designed for longevity

By offering affordable and durable clothing and footwear, we 
can address the growing consumer demand for longer-lasting 
products that maintain quality. Items like school shoes 
undergo rigorous testing for longevity, enhancing customer 
satisfaction and reducing the frequency of purchases, which 
leads to less waste in landfills. This approach also provides 
cost savings for customers, as durable items require less 
frequent replacement. Ultimately, this strategy reinforces our 
position as a responsible retailer and contributes to a 
sustainable, circular economy by minimising the 
environmental impact of clothing and footwear production.

S, M & L term S, M & L term
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Capitals impacted Capitals impacted Capitals impacted

NC NCFC FCSRC SRC

Material matters Material matters Material matters
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Maintaining an efficient and effective supply chain#2

Maintaining a low cost of doing business#3

Allocating capital effectively#5 Customer focus#1
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