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From Informal to Formal, How to uplift your Sales Network
 An SABMiller South Africa Initiative

This fact sheet will focus on initiative 
driven by South African Breweries (SABMiller) 
to reach out to the BoP retailer and assist with 
the licensing process designed to normalise 
the status of the estimated 200,000 illegal 
outlets operating in the country. As the main 
actor in the South African liquor market, 
SABMiller plays a major role in shaping the 
industry. Furthermore SABMiller can draw on 
several decades of experience in tapping the 
BoP consumer market.

Situational information 

a. Corporate ID²

SABMi l le r ’s or ig ins go back to 
Johannesburg in 1895. It quickly came to 
dominate the South African beer market, and 
today still holds a local market share of 95 
%. Its brand names include Castle Lager, 
Hansa Pilsener, Black Label and Sterling 
Light. Over the last 20 years, it has expanded 
agressively outside South Africa’s borders 
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For decades already, alcoholic beverages, and beer in particular, have been among the few products with almost universal appeal across income 

segments in South Africa, including the Bottom of the Pyramid (BoP). And despite being long established, the market is far from being saturated: 

in fact according to some studies South Africa’s liquor industry is the fastest growing in the world¹. However, good prospects for growth cannot 

conceal the fact that the industry is facing a number of important challenges over the coming years, including increased regulatory pressure to 

reach transformation objectives, ethical issues surrounding responsible drinking patterns, and pressure to introduce more competition in a market 

dominated by a few players. 

“Poverty is unnecessary. People are capable of getting themselves out of poverty. All 

they need is opportunities. They are not waiting for charity or handouts. Charity is 

good but it is not good enough. If you turn it into a business proposition, then it’s 

very powerful, because it can run on its own steam”

Muhammad Yunus, Nobel Prize of Economics 2006



and through a series of mergers and 

acquisitions, mainly in the developing world 

and emerging markets, it has grown into one 

of the world’s top three brewers. SABMiller is 

today one of South Africa’s major global 

companies. Its experience in developing and 

emerging markets make it a very relevant 

example in the context of reaching the BoP 

markets. 

b. Case Background: The informal 

retailer as a delivery channel to the BoP 

market

There is no doubting the importance of 

the informal economy in South Africa. By its 

very nature informal economic activity goes 

unrecorded and is therefore difficult to 

measure, but  some estimates value the 

informal sector at around 28% of South 

Africa’s GDP³. It is therefore no surprise that 

the informal retailing sector in South Africa is 

recognised as an important delivery channel 

of goods to consumers, including alcoholic 

beverages. A report compiled by the Bureau 

of Market Research (BMR) at the University 

o f S o u t h A f r i c a ( U N I S A ) o n t h e 

characteristics of the informal retailing 

sector, estimated the share of the informal 

trade sector at approximately R32 billion in 

2002. This represents approximately 10% of 

total retail trade sales in South Africa⁴.

Efforts to map the informal retailing 

sector have revealed a very mixed picture: 

ventures range from fairly large general 

dealers in townships to much smaller family-

run spaza shops and hawkers functioning as 

micro-entreprises⁵. This wide array of 

informal retailers creates an excellent 

foundation for advancing entrepreneurship 

and allowing some of these informal 

enterprises to gradually upgrade to more 

formal business structures. 

Considerable linkages exist between 

the formal and informal sectors of the 

economy: for example, an estimated nine 

out of ten informal retailers receive deliveries 

of merchandise from suppliers in the formal 

sector⁶. These l inks can contr ibute 

considerably to the growth potential of small 

informal retailers, especially when suppliers 

can offer discounted prices and help to 

ensure a functioning supply chain to these 

informal micro-businesses: these two 

elements are crucial in allowing informal 

micro-businesses to operate profitably and 

sustainibly, and highlight the positive and 

mutually profitable connection between the 

formal and informal sectors. This is precisely 

the juncture at which SABMiller has 

positioned itself in terms of reaching out to 

the BoP retailer.

2.  Supporting informal retailing 

channels – the business case for 

SABMiller

The South African liquor market 

generates gross revenue of R30 billion per 

annum⁷. Beer alone accounts for around 

45% of that figure, and SABMiller is the 

uncontested giant in its playing field with a 

market share of 95%⁸. In South Africa beer 

is an almost universal product, consumed for 

decades by people across income segments 

and population groups. In this regard 

SABMiller has long had market penetration 

in the lower income segments, including the 

BoP. Through the high sales volumes 

generated in this segment, the Bottom of the 

Pyramid has played an important role in 

enabling SABMiller to grow into the global 

brewer it is today. 

The mutually beneficial relationship 

between the formal SAB sector and informal 

micro-enterprises has also long been 

established. For decades already, SAB 

products have been available through 

shebeens (as the formerly clandestine 

drinking outlets in townships across South 

Africa are called) and other informal retailers.  

As outlined by its latest sustainibility 

report, SABMiller’s approach is to continue 

its involvement in this segment of the market 

and assist in creating and sustaining micro-

entreprises: “We believe that emerging 

markets need to move away from aid 

dependance towards encouraging home 

grown enterprise and opening up new 

opportunities for investment”⁹.

SAB Miller in Figures:

• No. of Employees: 	 67,000 

worldwide

• Sales: 18.6 billion USD (145 billion 

Rand) worldwide

• Market Share:	Approximately 95% 

in South Africa; 

• Present in 60 countries worldwide. 



3. Challenges

a.Transformation in the industry

As the biggest actor in the liquor industry, 

SABMiller is of course directly affected by the 

stated governement objective to transform the 

l i q u o r s e c t o r b y i n c re a s i n g m a r k e t 

opportunities to historically disadvantaged 

groups, and its attempts to break up the 

oligopolies structure of the sector¹⁰. As a 

publicly listed corporation SABMiller’s black 

shareholding is still limited, but the company is 

responding to Black Economic Empowerment 

(BEE) directives by focusing on supply and 

distribution channels. 

b. Regulatory pressure to limit/

reduce alcohol consumption

Alcohol abuse is rife in South Africa and 

clearly has serious economic and social 

consequences. There is increasing awareness 

from the public and government on the need 

to adress this issue and this has, over the last 

few years, prompted a response from the 

liquor sector in order to promote responsible 

drinking patterns, as is evidenced for example 

by SABMiller’s Alcohol Manifesto and Code of 

Commercial Communication¹¹. 

c. Normal is ing informal retai l 

channels

As per SABMiller’s estimates, 74% of 

South Africa’s 200,000 alcohol outlets 

remained unlicensed in 2005¹². Encouraging 

these outlets to apply for licences and 

effectively normalising their activities is crucial 

in order to maintain and in fact considerably 

expand employment levels in the sector, and 

SABMiller has identified this particular 

challenge as the most important one facing 

the industry. Another compelling argument for 

formalising unlicensed outlets is the huge 

increase in tax revenue generated as a result 

of licensing outlets. SABMiller estimates that 

the additional tax revenue generated by 

licensing half of the illegal outlets would be 

144 million Rand¹³. 

4. The response from SABMiller : 

the Mahlasedi Taverner Training 

Programme

As a response to the above challenges, 

SABMiller introduced the Mahlasedi Taverner 

Training Programme in 2002 as a pilot. The 

programme is designed to train formerly 

unlicensed retailers in practical business skills, 

including customer care, stock management, 

bookkeeping, credit control, and, crucially, 

responsible alcohol use. 

The main criterion for becoming eligible 

for training is that the retailer must either have 

a licence or have applied for one. In this 

manner SABMiller is trying to encourage the 

licensing process by providing clear business 

benefits to those retailers. It also estimates 

that licensing the entire industry could create 

up to 600,000 jobs, a considerable amount in 

a country plagued by unemployment¹⁴. 

The Mahlasedi programme pursues three 

aims for SABMiller: supporting the creation of 

small and medium enterprises, 

Cutting Edge Googlable Resources

The World Business Council for Sustainable Development

	 www.wbcsd.org

The World Resources Institutes	

	 www.wri.org

The Network of BOP Lab

	 www.bopnetwork.org/

The Next 4 Billion - Socio-Demographic Analysis of Poverty

	 www.nextbillion.net/

http://www.wbcsd
http://www.wbcsd
http://www.bopnetwork.org
http://www.bopnetwork.org
http://www.nextbillion.net
http://www.nextbillion.net


i nc reas ing vo lumes and empower ing 

taverners¹⁵. The majority of these taverners are 

women and often the sole breadwinners in their 

families. Empowering these women also has a 

direct impact on the well-being of their 

households, which average three to five 

people¹⁶. 

The programme can cer ta in ly be 

considered a success: according to SABMiller’s 

data, the newly licensed and trained taverners 

report huge increases in sales (31% on 

average) and an average growth of 41% in 

savings, enabling them to fund their own 

expansion¹⁷.  
 

 The success of the scheme has not only 

p ro m p t e d S A B M i l l e r t o i n c re a s e i t s 

commitment to the programme, it has attracted 

support from government through the 

Department of Trade and Industry and its small 

business development agency, as well as the 

Eastern Cape Provincial Government, which 

facilitated the granting of temporary licences. 

SAB assists small businesses with both 

the licensing process and with the training of 

licensed taverners.  The company has put 

licence officers in place in each province to 

assist traders with the application process to 

become legal entities. These licence officers 

assist with licence application forms where new 

legislation has been passed, and they facilitate 

taverner training to help make businesses 

sustainable and responsible.

The company prov ides extens ive 

information in workshops on the licensing 

process and requirements, so that shebeeners 

can make an informed decision on the type of 

licence they require, and their suitability for a 

licence. This education process also includes 

discussions on the social aspects of alcohol 

and the need to operate socially responsible 

businesses. 

SAB prov ides a consul tancy and 

lodgement service to applicants free of charge 

with the applicant only having to cover the 

statutory costs related to the application and 

advertisement costs.

Conclusion

The quantitative results in terms of 

increased sales and growth demonstrate that 

the Mahlasedi Taverner Training programme 

has been successful so far and enabled 

SABMiller to reach out to the BoP segment of 

the market in a mutually beneficial manner. This 

success is also confirmed by the increasing 

commitment that SABMiller has made since the 

start of the pilot programme in 2002. To date, 

more than 12,400 taverners have been trained, 

and an investment of R 100 million was 

earmarked in 2006 over a period of five years. 

As has been seen the role of shebeens in 

the economy is significant, and not only does 

this informal industry play a major role in the 

empowerment of black women in South Africa, 

but it is the sole source of income for many 

families in the BoP sector in South Africa.

The dr i ve towards l i cens ing and 

formalising outlets could be accelerated by a 

stronger sense of urgency from provincial 

governements who have the authority to grant 

licences. From a broader perspective it is clear 

that a fine line needs to be maintained when 

attempting a proper assessment of the net 

socio-economic impact of the liquor industry as 

a whole. While no one would contest the 

desirability to uplift and empower a huge 

number of micro-entrepreneurs, this has to be 

carefully balanced with the equally recognised 

need to promote and entrench responsible 

drinking habits. 

Your Contacts at the BOP Learning Lab (Southern Africa) in the Western Cape:

Reciprocity
Nicolas Pascarel
T: +27 (0) 21 424 4488
M: +27 (0) 82 319 8404
E: info@reciprocity.co.za
W: www.reciprocity.co.za

University of Stellenbosch Business School
Prof. W. Thomas
T: +27 21 82 770 9694    
E: wthomas@usb.ac.za
Ronel Gallie (Secretary)
E: reg@usb.ac.za
W: www.usb.sun.ac.za

Program Coordination

Fact Sheets & Research/Database

Our Internal Contact:

SABMiller
Sibongile Tabata
E: sibongile@sisata.co.za
W: www.sabmiller.com
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