
i 
 

 

 

 

A Value Chain Analysis of the Formal and the Informal Economy: 

A Case Study of South African Breweries and Shebeens in Soweto 

 

Mariane Tsoeu 
Student Number: 0215790N 

 

 

 

 

 

 

 

 

 

 

A research report submitted to the Faculty of Humanities, University of the 
Witwatersrand, Johannesburg, in partial fulfilment of the requirements for the degree of 

Master of Arts (Industrial Sociology). 
 

Johannesburg, 2009 



ii 
 

Abstract 

 

South African Breweries Limited (SAB) is the dominant player in the beer market within the 

South African economy. The company owns 95 per cent of the market. This astounding 

dominance in the market is strongly linked to the informal economy. Over 82 per cent of SAB 

beers are consumed in illegal shebeens in townships like Soweto. During the height of apartheid, 

SAB went against the apartheid government and formed illegal relationships with township 

shebeens in order to increase their market in these areas. Thus, SAB was instrumental in the 

expansion of the informal retailing of beer in shebeens. SAB also grew from this informality. 

The very backbone of SAB is the township market, which is called the quarts (the 750 ml bottled 

beer) market. Even at present SAB uses shebeens to increase its market share. Given this, there is 

a clear relationship between the formal and the informal economies. The main reason that SAB 

initiated relations with shebeens was because these enterprises formed the most crucial part of 

their value chain. The value chain analyses demonstrate the linkages between the formal and the 

informal economies through a case study of SAB and shebeens in Soweto.  

 



iii 
 

Declaration 

 

I declare that this research report is my own work. It is submitted for the degree of Master of 

Arts (Industrial Sociology) in the University of the Witwatersrand, Johannesburg. It has not been 

submitted before for any other degree or examination in any other university. 

 

 

__________________________________ 

Mariane Tsoeu 

 

______ day of _____________________, 2009 

 

 



iv 
 

  

 

 

I dedicate this work to my parents, Nonhlanhla and Elias Tsoeu,  

and to my grandmother, Mme Nneheng Tsoeu. 



v 
 

Acknowledgements 

 

I would firstly like to thank my supervisors, Professor Edward Webster and Ms Beata 

Mtyingizana, for their patience, support and invaluable advice. It was hard, and I thank you for 

taking the time to see me through this process. To Dr Andries Bezuidenhout, thank you so much 

for saving me when I thought my ship was sinking; your input was greatly appreciated. I would 

also like to thank the Sociology of Work Unit and the Department of Labour for the opportunity 

given to me to become a researcher and to contribute knowledge in my field of work.  

I thank God for my family who put up with me through this journey. Ma and Pa, you were right, 

all journeys eventually end. Your guidance and support saw me through thick and thin. Thank 

you for always being my pillar of strength, an ever-flowing fountain of love and support. Maria 

and Neo, thank you for taking care of me and picking after me when I could not do it myself.  

To my friends, thank you so much for picking up the phone every time I called late at night and 

early in morning. To Soon Jong Kim and Marlyn Anthonyrajah and Amber Le Ray, those 

sleepovers were definitely worth it. Special thanks to Mamzodwa Mbebe; your advice is the best. 

Lastly, I thank all the tavern and shebeen owners, your families and your employees. Thank you 

for your participation and for letting me into your homes. I will always remember your kindness. 



vi 
 

Table of Contents 

 

Abstract         ii 
Declaration         iii 
Dedication         iv 
Acknowledgements        v 
List of Tables         ix  
List of Figures        x 
List of Acronyms and Abbreviations     xi 
 
Chapter One:  
Introduction          1 
 
Chapter Two: 
The Politics of Informality: From Apartheid to Democracy  7 
2.1. Value Chain        7 
2.2. Governance        10 
2.3. Broadening the Definition of Work     18 
2.4. Conclusion        25 
 
Chapter Three:  
Politics of Informality: From Apartheid to Democracy   26 
3.1. The Informal Economy       26 
3.2. Gauteng Liquor Act, 2 of 2003      38 
3.3. The Bottom of the Pyramid      41 
3.4. Sectoral Determination 14: Hospitality Sector    43 
3.5. The Cost of Formality       46 
3.6. The Cost of Remaining Legal      48 
3.7. Conclusion        50 
 
Chapter Four 
Methodology         52 
4.1 The Survey Research       52 
4.1.1 Features of surveys       52 
4.1.2 Designing the survey and the instrument of data collection  54 
4.1.3 Decent Work Index Survey 
4.1.4 Defining the variables       55 
4.1.5 Issues with Questionnaire      56 
4.2. Participant Observation       57 
4.3. The Fieldwork in Shebeens      58 
4.4. Semi-structured Interviews      60 
4.5. Document Analysis       61 
4.6. Access         61 
4.7. Ethical Issues        62 



vii 
 

4.8. Advantages and Disadvantages of Methods    62 
4.9. Conclusion        63 
 
Chapter Five          
From those who stray SAB taketh away: 
Corporate Power and Chain Governance     65 
5.1. Value Chain Structure       66 
5.2. Governance        67 
5.3. Backward Linkages: the raw material producers    71 
5.4. Production Process       73 
5.5. South African Breweries and Labour     75 
5.6. Labour regime at SAB       78 
5.7. The Owner-driver Scheme      83 
5.8. Taverns and Shebeens       88 
5.9. Brands and Control in the Shebeens     93 
5.10. The Thirst        98 
5.11. A Love Gone Wrong       101 
5. 12 Conclusion        103 
 
Chapter Six 
Licensing for Control: SAB and the Politics of Regulation   104 
6.1. Operating Illegally       105 
6.2. SAB’s Submission to the Liquor Board     111 
6.3 SAB’s International Licensing Benchmark    117 
6.4. Conclusion        120 
 
Chapter Seven 
Workers and Family Labour in Shebeens     122 
7.1. Race         122 
7.2. Gender         124 
7.2.1 Woman worker in a shebeen      125 
7.3. Recruitment in Shebeens       132 
7.4. Employment Security       133 
7.4.1 How easy is it to find a job like yours?     133 
7.4.2 How easy is it to lose your job?      135 
7.5. Workers’ Relations to the Employer     136 
7.6. Contract of Employment       138 
7.6.1 Do you have a contract of employment?    138 
7.7. Representation Security       141 
7.8. Work Security        144 
7.8.1 Do you feel safe at work?      145 
7.8.2 Limits to Working Hours      146 
7.8.3 Do You Work at Night?       147 
7.9. Income Security        149 
7.9.1 Do you earn the same amount of money monthly?   149 
7.9.2 Wage levels        151 



viii 
 

7.10. Skills Reproduction Security      153 

7.11. Child Labour        154 
7.11.1 International child labour conventions    154 
7.11.2 Children under the age of 15 years     156 
7.11. 3 “I want to be a soccer star.” says Siphiwe.    157 
7.12. Conclusion        164 
 
Chapter Eight 
The Impact of the SAB Value Chain on the Wider Society   166 
8.1. Creating Employment out of Unemployment    166 
8.2. Forgiveness and Sanctioning of Wrong-doers    173 
8.3. Pushing Volumes, Contributing to Drunkenness    177 
8.4. Conclusion        183 
 
Chapter Nine 
Conclusion         185 
 
Bibliography         192 
Appendices         200 
 



ix 
 

List of Tables 

                                       Page 

2.1 Wield and Chattaway framework of household production 23 

  47 

3.1 Days taken to register a business in Peru  

   

4.1 Taverns sampled and workers who completed the Decent Work 
Questionnaire 

55 

   

5.1 The four-tier team structure 80 

5.2 SAB credit system 100 

   

6.1 SAB’s licensing summary 117 
 



x 
 

List of Figures 

 

                           Page 

2.1 Purchasing power pyramid 42 

   

5.1 The SAB-shebeen value chain 66-67 

   

6.1 SAB-shebeen value chain without the middle man 120 

   

7.1 Racial composition of interviewees 123 

7.2 Gender composition of interviewees 124 

7.3 Ease of entry to job 133 

7.4 Ease of losing a job 135 

7.5 Workers’ relations with owner 136 

7.6 Contract of employment 138 

7.7 Representation security 141 

7.8 Physical safety at work 145 

7.9 Limits to working hours 146 

7.10 Work at night 147 

7.11 Do you earn the same amount monthly? 150 

7.12 Minimum wages 152 

7.13 Wage level in comparison to others 152 

7.14 Ability to use skills in another job 153 
 

 

 

 

 

 



xi 
 

List of Acronyms and Abbreviations 

 

ANC African National Congress 

BBBEE Broad-based Black Economic Empowerment 

BCEA Basic Conditions of Employment Act 

BER Bureau for Economic Research 

BoP Bottom of Pyramid 

BOP1 Best operating practice 

CC Close Corporation 

COD Cash on Delivery 

DoL Department of Labour 

DTI Department of Trade and Industry 

FAWU Food and Allied Workers’ Union 

GCC Global commodity chain 

GEAR Growth, Unemployment and Redistribution [strategy] 

ILD Institute for Liberty and Democracy 

ILO International Labour Organisation 

ILOLEX [database of international labour standards] 

LFS Labour Force Survey 

LRA Labour Relations Act 

MEC Member of the Executive Committee [of a province] 

NPD New Product Development 

PBS People’s Balance Sheet 

PSS Production Support System 

R&D Research and development 

RDP Reconstruction and Development Programme 

SAB South African Breweries Limited 

SABHF South African Breweries Hop Farms 

SACCAWU South African Commercial, Catering and Allied Workers Union 

SALTA  South African Liquor Trade Association 



xii 
 

SARS South African Revenue Services 

SATAWU South African Transport and Allied Workers Union 

SETA Sectoral Education and Training Authority 

SME Small and medium enterprises 

SPSS Statistical Package for Social Sciences 

StatsSA Statistics South Africa 

SWOP Sociology of Work Unit 

TETA Tourism and Hospitality SETA 

TI Training Institute [SAB] 

UIF Unemployment Insurance Fund 

UNISA University of South Africa 

US United States 

VIP Very Important People [promotion parties hosted by Brandhouse] 

 

 

 


