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1. INTRODUCTION

The Western Cape Liquor Authority (WCLA) regulates the retail sale and micro-
manufacturing of liquor in the province. In addition, the WCLA also facilitates
transformation of the liquor industry in the Western Cape by promoting the entry of
new license holders as well as aiming to ensure the responsible use of alcohol.

The WCLA is therefore responsible for creating a regulatory framework for the retail
sale and micro-manufacturing of liquor in the province. Regulations are necessary in
order to ensure that the negative impacts of alcohol abuse can be curtailed and that
the liquor industry can operate in a safe, fair and economically fruitful way. With this
mandate, it is important to recognise the impact that regulatory legislation and

practices have on the province.

Regulations ensure that the health and safety of the public can be protected, and
enable better control of negative impacts such as crime. lllegal manufacture of liquor
and illegal liquor outlets, which fall outside of these regulations, threaten the
regulatory safeguards and could exacerbate negative impacts. However, these
illegal and unlicensed outlets also constitute an important function within
communities which must be considered in policy decisions, and as far as possible
policies should be aimed at integrating these outlets into legal frameworks and

improving their adherence to regulations of the liquor industry.

2. PURPOSE AND OBJECTIVES

The purpose of this research was to gather relevant information on the barriers to
entry into the liquor licensed environment in Khayelitsha, Paarl East and Nyanga,
with the objective of establishing why unlicensed liquor traders trade illegally and
whether they would be prepared to operate businesses in other sectors of the

economy.
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The scope of this study includes the following:
» Investigating the barriers to entry into the liquor licensed environment in
Khayelitsha, Paarl East and Nyanga,;
» Establishing why many liquor traders illegally trade in liquor and how to
best address this phenomenon;
» The location of these illegal traders in Khayelitsha, and Paarl East
» Determining whether they would consider entering other sectors of the

economy, and if so, what their anticipated challenges would be.

HS Business Solutions was appointed by the WCLA to conduct the research and

report on the findings.

For the purpose of this study, a shebeen is identified as an unlicensed liquor trader

and a tavern defined as a licensed liquor trader.

3. BACKGROUND

3.1. LEGISLATIVE BACKGROUND

The supply and consumption of liquor in the Western Cape was first regulated more
than a century ago when the Government of the Cape Colony introduced the Liquor
Licensing Act of 1883.

This Act and subsequent amendments formed the foundation of liquor legislation in
the Province until it was replaced by the Liquor Act, 30 of 1928, which applied to
the whole of the Union of South Africa, excluding the territories of the Transkei.

This Act exercised strict control over the distribution and supply of liquor with a view
to “safeguarding the interests of the people in the use of a commodity potentially
dangerous to national sobriety and welfare”. Its main focus was not so much the
production of liquor, but the distribution and supply thereof. It enforced the restriction

on the sale of liquor to the black population.
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This act was amended 34 times between 1934 and 1977, mainly to remove the strict
controls, but the amendments failed to address the causes of existence of
unlicensed trading (“shebeens”) to the black population. The amendments were
eventually consolidated into the Liquor Act, 87 of 1977, which centralised licensing
powers into one national body, the Liquor Board, and provided the relevant Minister
with the final authority in the granting of licenses.

The Liquor Act, 27 of 1989, was introduced, which inter alia provided the Chairman
of the Liquor Board with greater powers. In 1995 it was amended to make provision
for nine provincial Liquor Boards and assign powers to the provincial Ministers.
During 1998 National Parliament introduced a Liquor Bill (B131 B-98) which would
regulate the manufacturing, wholesaling and retailing tiers of the industry. Following
vigorous public debate regarding its constitutionality, the State President referred the
Bill to the Constitutional Court?.

Part A of Schedule 5 of the Constitution defines liquor licenses as a functional area
of exclusive provincial competence. The Liquor Bill case! provided guidance on the
relationship between the national and provincial spheres of government and their
respective legislative and executive powers in respect of liquor matters, and on the
intervention by Parliament passing national legislation in an area of exclusive

provincial competence.

The Constitutional Court ruled that the functional area of liquor licenses, reserved as
an exclusive provincial competence, was not intended to encompass manufacturing
and distribution of liquor, but rather to regulate intra-provincial activities (767 | to 768
A). It determined that the primary and most obvious significance of the exclusive

provincial competence is the licensing of the retail sale of liquor (767 C-D).

1 Ex parte President of the RSA in re Constitutionality of the Liquor Bill 2000 (1) SA 732 (C)
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The Court was satisfied that national government could intervene to create a national
system of registration for manufacturers and wholesale distributors of liquor and in
prohibiting cross-holdings between the three tiers in the liquor trade, but not with
regards to the retail sale of liquor (771 F-G).

This decision confirmed that the registration of the manufacturing and distribution of
liquor is regulated at a national level, while micro-manufacturing and distribution, and

the retailing of liquor is regulated at provincial level.

The Liquor Act, 59 of 2003 came into effect on 13 August 2004. This Act provides
for the manufacturing and distribution of liquor to be regulated at national level while
micro manufacturing and retailing continue to be regulated at provincial level. (The
Liquor Act, 59 of 2003, repeals the 1989 Act only in those provinces that have
promulgated provincial legislation. The 1989 Act remains in force in provinces that

have not promulgated liquor legislation.)

The Liquor Act, 59 of 2003 together with the Liquor Bill case! paved the way for the
Western Cape to introduce its own provincial liquor legislation within the broader

national context.

3.2. THE MANDATE TO REGULATE LIQUOR IN THE WESTERN CAPE

In the Western Cape Province, the Western Cape Liquor Act, 4 of 2008 (as
amended) provides for the licensing for the retail sale and micro-manufacture of

liquor in this province, and provides for incidental matters.

The Western Cape Liquor Authority (WCLA) is an independent legal entity that has
replaced the former Provincial Liquor Board and was established in terms of the
Western Cape Liquor Act 4 of 2008 (as amended).
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The Western Cape Liquor Authority (WCLA) not only regulates the retail sale and
micro-manufacturing of liquor in the Western Cape; it also facilitates transformation
of the liquor industry in the Western Cape by promoting the entry of new license
holders and aims to ensure the responsible use of liquor. This may be achieved by
enforcing a regulatory environment that reflects a high level of participation by the
public, maximising the benefits of the industry for the Province and its people, and
minimising the negative effects of alcohol through increased awareness, and better
law enforcement. The Western Cape Liquor Authority (WCLA) only has a regulatory

power with respect to licensed outlets.

The Western Cape Liquor Authority (WCLA) comprises of:

» The Liquor Authority Governing Board

The Governing Board has the powers and functions conferred or imposed on it by
the Western Cape Liquor Act, 4 of 2008 (as amended). It must manage the business
of the Authority and may exercise the powers and must perform the duties conferred
or imposed on the Authority by the Act or any other law, excluding powers or duties
conferred or imposed specifically on the Liquor Licensing Tribunal. The Governing
Board is responsible for policy, macro-management and control in respect of the
Western Cape Liquor Authority (WCLA). The units reporting to the Governing Board
are the Liquor Licensing Tribunal, the Appeal Tribunal and the Chief Executive

Officer as head of the administration.

» The Liquor Licensing Tribunal (LLT)

As provided for in section 20 of the Western Cape Liquor Act, 4 of 2008 (as
amended), the Liquor Licensing Tribunal has been established to consider and make
a final decision regarding:

« Any application for a license referred to in section 33(1) of the Act.
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Any application for the transfer of a license in terms of section 65(9) of the
Act.

Representations for or against the granting of applications.

Any report lodged with it by a designated liquor officer, an inspector or a
municipal official.

Any complaint lodged with it regarding the conduct of a licensed business.
Representations by a licensee or other interested person regarding the
rescission of the suspension of a license or the removal or amendment of any
condition imposed upon a license.

Any other matter referred to it by the Chief Executive Officer or which it may

or must consider in terms of this Act.

The Liquor Licensing Tribunal (LLT) may determine, suspend, revoke or amend

any condition imposed by it with regard to the license concerned. As provided in

section 52 of the Act, the Liquor Licensing Tribunal (LLT) approves or rejects the

appointment of a natural person as a manager at a liquor outlet.

The Presiding Officer of the Liquor Licensing Tribunal of the Western Cape Liquor

Authority, and in his/ her absence the Deputy Presiding Officer, may:

Consider and approve or reject applications for special event liquor licenses.
Extend the time period for compliance with a requirement determined by the
Liguor Licensing Tribunal.

Approve amendments to the plan applicable to a liquor license.

Approve the transfer of a financial interest in a liquor license, and

Approve the removal of a license to another premise.

» The Liquor Appeal Tribunal

The Western Cape Liquor Act, 4 of 2008 (as amended), provides for an Appeal

Tribunal which may set aside any decision of the Liquor Licensing Tribunal. The

Appeal Tribunal must consider any appeal against, or an application for the review
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of, a decision of the Liquor Licensing Tribunal. The Appeal Tribunal may confirm,
amend or set aside a decision or order that is the subject matter of an appeal or
review and substitute such decision or order as the circumstances require. These
appeals must be heard as if they were appeals to the High Court against the
judgment of a magistrate's court in civil matters, and any rule applicable to such civil

appeal applies, with the necessary changes.

> Administration

1. Office of the CEO
The Chief Executive Officer (CEO) is the head official of the Administration,
and assists the Western Cape Liquor Authority in the performance of all
financial and administrative responsibilities of the Authority.

2. Liquor Licensing Administration Component
The Liquor Licensing Administration (LLA) unit forms the core of the licensing
application process in the Western Cape. In order to facilitate the entry of new
liquor license holders into the liquor industry, the application process and
administering of applications needs to be dealt with in an effective and
timeous manner. The Liquor Licensing Administration unit administers all
applications in the Western Cape for consideration by the Liquor Licensing
Tribunal.

3. Communication, Education & Stakeholder Relations Component
The Communication, Education & Stakeholder Relations unit informs the
industry and stakeholders through active, efficient and effective
communication and intervention.

4. Enforcement and Compliance Component
The Inspectorate is the compliance monitoring and enforcement arm of the
Western Cape Liquor Authority. Inspectors are mandated by Chapter 12 of
the Western Cape Liquor Act 4 of 2008, as amended (“the Act”) to monitor
and enforce compliance by licensed liquor outlets with the provisions of the

Act by conducting routine compliance inspections, formal inspections, the
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issuing of compliance notices, the investigation of complaints against licensed
liquor outlets, and the prosecution of breaches of the Act and license
conditions.

5. Business Support Component
The Business Support unit must guarantee an administrative support, registry,
financial management, human-resource management and information

technology service to the entity.

The Western Cape Liquor Authority’s main purpose is to regulate the micro-

manufacturing and sale of liquor in the Western Cape.

3.3. LIQUOR LICENSES: (Sec 32, Act 4 of 2008 as amended)

The Western Cape Liquor Act, 4 of 2008 was gazetted on 27 November 2008,
amended by the Western Cape Liquor Amendment Act, 10 of 2010 on 14
December 2010 and is at present in force in the Western Cape Province. All liquor
license applications need to be considered in terms of the requirements of this

legislation with effect from 1 April 2012.

A valid liquor license is required in terms of Section 32 of the Act in order to sell

liquor in the province.

Any person (including an organ of state, company or close corporation, body of
persons corporate or incorporate and any trust) who wishes to micro-manufacture

or sell liguor must be authorised to do so in terms of a valid liquor license.

A person who is authorised to micro-manufacture or sell liquor must do so in

accordance with the conditions of the license.
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It is a criminal offence to micro-manufacture or sell liquor without a valid license or
to act in contravention of the conditions of the license. Any person acting in such a
manner is guilty of an offence and may be criminally prosecuted.

A liquor license is therefore a legal document that authorises the holder thereof to

micro-manufacture or sell liquor under specific conditions.

Liguor licenses in the Western Cape are granted by the Liquor Licensing Tribunal
(LLT) and in specific instances by the Presiding Officer of the Liquor Licensing

Tribunal.

In an application for a liquor license, the applicant has to prove to the LLT, on a
balance of probabilities that:

a) The applicant (person, which includes the directors, members, trustees or
managers if the Applicant is a company, close corporation, trust or other
entity) is of good character and not disqualified in terms of legislation;

b) The premises on which the sale or consumption of liquor will take place is
suitable for the purpose of the license;

c) Granting of the license is in the public interest.

(The above are referred to as the three P’s)

In addition to the above, the Applicant also has to show, on a balance of probabilities
that it has the right to occupy the premises for the purposes of conducting the

business of the liquor outlet applied for.

The Applicant further has to show proof, on a balance of probabilities, that the
granting of the license will not prejudice:

a) The residents of a residential area;

b) The residents of an institution for the aged or frail,

c) The learners of an educational institution under the age of 18 years;

d) Patients of an institution for drug or alcohol dependencies;
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e) Congregants of a religious institution.

The LLT will give consideration to all of these elements before granting a liquor

license.

3.4. APPLICATION FOR A LIQUOR LICENSE

An application for a liquor license may be lodged either by hand delivery or via post
to the Western Cape Liquor Authority (WCLA) and with the designated South African
Police Service Liquor Officer (DLO) in whose area of jurisdiction the business is
located. Applications can be lodged at any time, but the following first Friday of the

month will be regarded as the date the application was lodged.

The application procedure as contained on the webpage of the Western Cape Liquor

Authority (WCLA) located at www.wcla.gov.za under the heading “Application

process” provides for the following:
» A person may apply in his/ her personal capacity or through a lawyer or liquor
consultant.
» The following forms, which are contained in the Western Cape Liquor
Regulations (and can be downloaded from the webpage), must be completed:
o Form 3 on page 51
o Form 4 on page 52 — 59
o Form 5 on page 60
o Form 6 on page 61

» The completed forms need to be typed on A4-size standard paper.

Applications must be accompanied by:
e Certified copy of applicant’s ID
e Comprehensive floor plan of the premises
¢ Site plan of the premises
e Description of the premises

e Colour photographs
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e Written representations in support of the application
e Zoning certificate or copy of planning application submitted to the municipality

e Proof of payment of the application fee of R1,250

The application must be lodged simultaneously with the WCLA and the Designated
Liquor Officer (DLO) in the area of the proposed licensed premises. Applications
must be lodged by 14h00 on the last Friday of any month.

The application, once lodged, will be checked to ensure that all the information and
documents required are included. If any information or documents are outstanding, a
first letter will be sent to the applicant or consultant and DLO informing them of the
documents or information outstanding. A date by which all outstanding information
should be submitted will be specified, usually within two weeks. If the applicant fails
to supply the outstanding documentation or information by the specified date, a
second letter requesting the information and specifying a date will be sent. If the
applicant fails to submit the outstanding documentation or information by the second
date, the application will be presented to the Liquor Licensing Tribunal (LLT) without
the required information. This might have a negative impact on the LLT’s decision.
The application will only be advertised once it contains all relevant information and
documentation. The applicant must display a notice as in Form 6 in three official

languages of the Province.

The notice must:

¢ Be headed by the words: NOTICE OF LODGEMENT OF APPLICATION
FOR LIQUOR LICENCE in bold-faced upper case letters at least 2cm in
height and in black lettering not less than 0,5cm wide on a white background

e Be at least A3-size standard paper

e Be waterproofed

¢ Remain in place for not less than 28 days from date of publication of
lodgement of the application

e Be in a prominent place at the proposed license premises
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The applicant will be served with a copy of the representations, should anyone make
representations for or against the application. The applicant has the option to
respond to the representations/ objections. The applicant’s response must be lodged
with the WCLA and DLO no later than 42 days after the publication of the notice of

lodgement of the application.

The complete application, containing the response or not, as the case may be, will
be put before the LLT for consideration. The outcome of the application will be

communicated to all affected parties.

3.5. CATEGORIES OF LICENSES: (Sec. 33, Act 4 0of 2008)

The Liquor Licensing Tribunal (LLT) may grant the following licenses:

e Alicense for the micro-manufacture and sale of liquor for consumption both
on and off the premises where the liquor is sold;

e Alicense for the sale of liquor for consumption on the premises where the
liquor is sold;

e Alicense for the sale of liquor for consumption off the premises where the
liquor is sold;

e In exceptional circumstances, a license for the sale of liquor for consumption

both on and off the premises where the liquor is sold.

“‘Micro-manufacture” means to manufacture liquor at or below the prescribed

threshold volume in terms of section 4 of the Liquor Act, 59 of 2003.

To “sell” includes to supply, exchange, offer for sale, display for the purpose of sale,
or to authorise, direct or allow a sale, supply, exchange, offer for sale or display for

sale.
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This definition of “sell” is wide enough to include the acceptance of donations for
liquor supplied to a customer and includes an entrance fee paid allowing a customer

to consume liquor for free.

“Liguor” includes any liquid or substance which contains more than 1% of alcohol by
volume or mass, but excludes methylated spirits, medicine registered under the

relevant legislation and products which are not intended for human consumption.

3.6. DISQUALIFICATION OF APPLICANTS: (Sec. 35, Sec. 64, Act 4 of
2008)

The following persons are disqualified from holding liquor licenses:

a) Anyone who has, within the previous five years been sentenced to
imprisonment without the option of paying a fine;

b) Anyone who has, within the previous five years been declared unfit to hold a
registration by the National Liquor Authority or a license by any provincial
liquor board or authority;

c) Anyone who is an unrehabilitated insolvent;

d) Anyone who is a minor when the application is considered;

e) Anyone who was the holder of a license which was cancelled in terms of any
act that regulates liquor licenses in any province during the previous twelve
months prior to lodgement of an application;

f) The spouse or life partner of any person as described in (a), (b) or (e)
above;

g) Anyone who is mentally ill as defined in the Mental Health Care Act, 17 of
2002.

Any company, close corporation or co-operative in which a person as in (a) to (e) or
(g) above has a shareholding, member’s interest or a membership share or any trust
of which he/ she is a trustee or beneficiary and any partnership of which he/ she is a

partner is similarly disqualified.
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The Liquor Licensing Tribunal has the discretion and may, in exceptional
circumstances and on good cause shown, declare a person who is disqualified as

here above to be qualified for a particular license.

3.7. CONDITIONS FOR LICENSES: (Sec.33, Act 4 0f 2008)

It is a standard condition of all licenses for the consumption of liquor on the
premises (consumption on) that no liquor sold may be removed from the premises

and all liguor must be consumed on the premises.

Similarly, it is a standard condition of all licences for the consumption of liquor off
the premises (consumption off) that no liquor sold may be consumed or any
container with liquor may be opened on the premises, except when the tasting of

liquor has been approved by the Authority.
A retail food store with a liquor licence may only sell natural wine. Here the liquor
must be sold from a designated area, which can be closed off at times when liquor

may not be sold.

The Presiding Officer has the discretion to impose further conditions and may

suspend, revoke or amend any condition imposed by the Authority.

Failure to comply with any of these conditions is an offence.
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3.8. QUANTITY OF LIQUOR SOLD AND KEEPING OF RECORDS: (Sec. 60,
Reg. 27, Act 4 0f 2008)

A licensee must keep a record of all liquor sold for consumption off the licensed
premises. This record must be in a written or electronic form and must contain the
following:

a) The name and address of the licensed business;

b) The licence number of the licensed business;

c) The invoice numbers and dates of issue;

d) The kind and quantity of liquor sold;

e) The purchase price paid.
No person, other than a licensee, may purchase more than a quantity prescribed by
the Minister (currently 150 litres) of liquor in a single day for consumption off the

licensed premises, without the prior written consent of the Presiding Officer.

A licensee may not sell more than the prescribed quantity (currently 150 litres) of
liquor to a person in a single day for consumption off the licensed premises, without

the prior written consent from the Presiding Officer.

If consent has been granted, the record must contain the name, address and

telephone numbers of the purchaser.

A contravention of the conditions above is an offence.

3.9. GENERAL OFFENCES: (Sec. 76, Act 4 0of 2008)

It is an offence to:
a) Be drunk and disorderly on any premises where liquor is sold;
b) Be drunk and disorderly in any public place;

c) Sell liquor to a drunk person,;
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d) Being a licensee, allow a drunk and disorderly person to remain on the
licensed premises;

e) Sell liquor in a container that does not conform to standards and
specifications as required by law;

f) Purchase liquor from a person knowing or having reasonable grounds to
suspect that such a person is not licensed to sell liquor;

g) Sell liquor to a person knowing or having reasonable grounds to suspect that
such a person will resell the liquor in contravention with the Act;

h) Allow the licensed premises to be used as a brothel or to be visited by
prostitutes;

i) Allow the supplier of unlawful drugs to remain on the premises;

j) Allow the sale, use or possession of drugs upon the premises in contravention
with any law;

k) Sell liquor on credit and hold anything as security for the payment of the liquor
debt.

3.10. THE ROLE OF MUNICIPALITIES IN LIQUOR LICENSING

In the Constitution, in Part A of Schedule 5, liquor licenses are listed as a functional
area of exclusive provincial legislative competence. In Part B of Schedule 5 of the
Constitution, the control of undertakings that sell liquor to the public and in Part B of
Schedule 4, the trading regulations are listed as Local Government functional

competences.

In terms of section 2(1) of the Western Cape Land Use Planning Act, 3 of 2014
municipalities are responsible for land use planning in their respective municipal
areas and within their jurisdiction. Section 2(2) states that a municipality must
regulate at least (a) the development, adoption, amendment and review of a zoning
scheme for the municipal area and (b) the procedures in terms of which the

municipality receives, considers and decides on land use applications.
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This Act has repealed the Land Use Planning Ordinance, Ordinance 15 of 1985
which had previously regulated land use applications. Section 36(1) of the Land Use
Planning Ordinance stipulated “lack of desirability” of the proposed development as
the only instance in which an application may have been denied. “Desirability” could
be measured with regard to aspects such as safety and well-being of the community,
conservation of the natural and developed environment, and the proposed
development not causing disturbance and not infringing on the rights of any other

landowner.

Section 49 of the Western Cape Land Use Planning Act, 3 of 2014 states that
when a municipality considers and decides on a land use planning application, the
municipality must have regard to at least the applicable spatial development
frameworks, the applicable structure plans, the desirability of the proposed land use
and guidelines that may be issued by the Provincial Minister regarding the
desirability of the proposed land use. “Desirability” still plays a pivotal role, but is now

not the only factor to be considered in a land use application.

Municipalities regulate land use and trading in their municipal area through the use
of zoning schemes and different by-laws that regulate trading hours, days and

conditions.

All municipalities are subjected to a variety of by-laws and utilise different zoning
schemes to regulate land use within their municipal area. The Western Cape Liquor
Authority (WCLA) in terms of Section 36(1) of the Western Cape Liquor Act, 4 of
2008 as amended, requires proof of compliance with the municipality’s land use
scheme by means of a zoning certificate (or a copy of a planning application
submitted to the municipality concerned), before the liquor license application is
lodged.

The municipality concerned must, in terms of Section 40(1) of the Western Cape
Liquor Act, 4 of 2008 as amended, within the prescribed period, forward to the

WCLA its decision in respect of the planning application referred to in Section 36(1)
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and information regarding the extent of the public participation process that was

followed in respect of that application.

The municipality must also, in terms of Section 40(2) with regard to an application for
a liquor license, forward to the WCLA the comments, if any, of the ward councillor, its
comments, if any, on the application for a liquor license and any other document or
article lodged with it in connection with the application for a liquor license.

A municipality may, in terms of Section 59(1) of the Western Cape Liquor Act, 4 of
2008 as amended, by by-law determine different trading days and hours for licensed
businesses selling liquor for consumption on the licensed premises and for those

selling liquor for consumption off the licensed premises.

It is clear from the above that municipalities have a significant role to play in the
issuing of liquor licenses. There are also numerous other sets of legislation (Acts,
municipal by-laws and regulations) that are potentially applicable to the operation of
liquor outlets, for example building regulations, nuisance/ noise by-laws, tobacco

legislation and health and safety by-laws.

4. LITERATURE REVIEW

A review of the literature makes it possible to identify challenges and issues of
importance in order to gain a balanced perspective on the research topic and to
ensure that the current research addresses and includes relevant factors and

discourses.

A comprehensive desk-top research study on the liquor industry compiled by HS
Business Solutions, “The Liquor Industry in the Western Cape” (2015) served as the
starting point for the literature review. This study was conducted to serve as a
baseline study to assist the WCLA with the development of programmes and the

implementation of relevant social responsibility, education and enforcement
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intervention in order to find an optimum balance between the positive and negative

impacts of liquor use.

Of particular importance for the current report is the section titled “Factors that hinder
illegal outlets from operating in the regulated space” (149). This section explores the
characteristics of illegal outlets. “Estimates suggest that more than 90% of beer and
50% of wine volumes sold annually are consumed in this sector. This positions the

informal liquor retail market as extremely important in any policy considerations.”

The report also emphasizes the valuable entrepreneurial and economic opportunities
that the informal retail markets provide for marginalised people. “The informal sector
could be incredibly valuable in achieving greater transformation and black
empowerment if it is integrated effectively into the regulated liquor industry.”

The report confirms the diversity of illegal outlets, divides these types of retailers into
three categories and examines these types of retailers’ capabilities in being able to
meet the licensing requirements. Different sources are relied upon to confirm that so-
called Level 1 and Level 2 enterprises would “likely have the capacity and desire to
obtain licenses”. These findings are relevant for the current report as it confirms that
‘many businesses in the informal sector would be open to integration into the formal

liquor industry.”

Of particular value for the current report is the fact that the research suggests that
unlicensed outlets are often daunted by the process of obtaining licenses. The
licensing process is often met with suspicion and considered too daunting to
undertake. Barriers to entry with particular relevance to the current report include the
cost of the application, the stringent requirements for liquor outlets (which includes
the location, size and availability of amenities), and the belief that there is too much

“red tape.”

The report also confirms that a large number of these illegal outlets operate in
residential areas. “There might be problems with commercial zoning in township

areas, and the ease of operating in the owner’s backyard, avoiding costs for
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additional property or facilities, makes this the preferred mode of operation for many

traders.”

The numerous negative aspects when these sites are unregulated and operate in
residential areas are also included in the report. These unsafe conditions are a major
deterrent to many of the unlicensed outlets being included in the regulated market
and serve as barriers to shebeens becoming licensed and regulated.

The report also states that shebeens might be resistant to being licensed since this
would place additional requirements on them in order to meet the minimum
requirements of the Western Cape Liquor Act, 4 of 2008 as amended. Unlicensed
outlets can operate with no regard for infrastructure or other requirements, such as
having separate toilets for men and women. They can also avoid license fees and
various taxes. “Other factors relate to a lack of resources and the desire to maximise
profits in ways that are not possible if following liquor regulations.” Shebeens often
do not regulate time of sale and operate for much longer hours per day and on

Sundays to increase profitability.

Of particular value to the current report is the list of factors hindering the integration
of these illegal outlets into a regulated environment. These factors all serve as
barriers to entry and will be incorporated into the primary data survey. The report
also confirms that “national and provincial policies have not been effective in steering
unlicensed outlets towards obtaining licenses on a large scale. This indicates that
policies and intervention strategies are currently inadequate to address the

unregulated market in South Africa”.

During recent years a substantial body of knowledge has accumulated on the
feasibility, effectiveness and cost-effectiveness of different policy interventions aimed
at reducing the harmful use of alcohol. These findings can inform policy and program

development to prevent and reduce harmful use of alcohol.
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Implementation of effective policies to reduce harmful alcohol consumption requires
a good understanding of the policy development process and which strategies are
most likely to work. To contribute to this understanding, the article “Alcohol policy in
South Africa: a review of policy” by Charles D. H. Parry (2010) affords an overview of
four specific policy development initiatives that have taken place in South Africa
between 1994 and 2009. Restrictions on alcohol advertising, regulation of retail sales
of alcohol, alcohol taxation and controls on alcohol packaging are reviewed. The
article concludes that alcohol policy development in South Africa takes place in a
piecemeal fashion and is the product of various competing influences. The report
confirms that a comprehensive national strategy encompassing different sectors may
be the most appropriate strategy for developing countries embarking on alcohol

policy reform.

Alcohol abuse is linked to a range of negative impacts and, as a result, government
bodies usually try to restrict access to alcohol through regulating where and when it
can be sold. A large number of unregulated alcohol outlets in Cape Town, in the
Western Cape Province, have been the target of various policy-making and

regulation attempts over the past decade.

The article “Discourses of alcohol: reflections on key issues influencing the
regulation of shebeens in Cape Town”, Warren Smit (2014) offers a valuable insight
into the three main discourses of alcohol and shebeens in South Africa: the public
health discourse, the economic discourse and the socio-cultural discourse. This
paper examines ongoing provincial and local attempts to regulate shebeens in low-
income residential areas in Cape Town, and analyses the discourses implicitly

underpinning the processes of developing these regulations.

The brief overview of alcohol and shebeens is valuable in that it reflects the history of
the emergence of shebeens and confirms that shebeens “not only provided a crucial

survival strategy amidst urban poverty, but also facilitated the development of a spirit
of community and companionship in areas noticeably lacking in adequate social

amenities”. The paper also confirms that there is a great diversity among shebeens,
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with some “relatively established enterprises which have applied for liquor licenses,
[...and] at the other end of the spectrum there are part-time home-based shebeens
which are sometimes ephemeral and hard to detect.” It also states that “shebeens
still have a negative social impact on neighbouring households, “through playing loud
music late at night and through the exposure of children to drunken behaviour.”

The discussion of the public health discourse concludes that, from a public health
perspective, it is crucial to have greater control over shebeens to ensure that
physical access to alcohol is restricted. Proponents of this view aim to bring
shebeens into the regulated market, restricting the density of shebeens so as to
increase the opportunity cost of accessing alcohol and encouraging outlets in

residential areas to move to business nodes.

The economic discourse regards shebeens as “an economic activity that responds to
a demand and provides employment for a large number of people”. Proponents of
this view emphasize that shebeens need to be formalised, not restricted and
reduced. “In providing shebeens with rights to trade, government will be in a position
to impose obligations on traders to operate in a responsible manner and steadily
formalise their businesses towards becoming taverns [and] provide an opportunity to
create a class of responsible black entrepreneurs with whom it can partner to reduce

the harmful effects of hazardous alcohol consumption.”

The socio-cultural discourse for alcohol and shebeens focuses on the importance of
alcohol and drinking in social and cultural life, being less well-defined than the other
two discourses. It highlights the role of drinking as a social and cultural activity.
Shebeens are seen as “playing an important role in townships and informal
settlements as they provide a neutral space for sociality and interaction.” The key
implication is that shebeens should be preserved as spaces for recreation and social

interaction in areas that lack suitable alternative facilities.

The paper also provides valuable insight into the provincial and local policies which
have attempted to regulate shebeens over the past decade, and highlights the

presence of these discourses in various versions of the policies. Of particular value
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for the current research paper is the discussion of the Western Cape’s provincial
liquor legislation and the City of Cape Town’s new zoning scheme, as it confirms the

potential barriers to entry into the legalised arena.

The paper also confirms that “greater control of the supply of unregulated shebeens
may already be having negative impacts, such as the rise of bootleggers and
unregulated micro-breweries... there is evidence of production and distribution of

new and illicitty manufactured bulk wine being distributed to shebeens.”

The paper concludes that these competing discourses have made for a disjointed
policy-making process. These three discourses are all partial views of alcohol and
shebeens and should be integrated into a more holistic view. “A more holistic view of
alcohol is that it can play a significant role in social life and make a contribution to the
economy, but that the harm associated with alcohol abuse is bad for society and

needs to be minimized.”

The views and experiences of police officials responsible for enforcing liquor
legislation in the Nyanga precinct of Cape Town are sketched in the article “Policing
taverns and shebeens” by Andrew Faull (2013). This article is a response to Herrick
and Charman'’s article, “Shebeens and crime” (2013) and must be read in
conjunction with that paper. Data gathered from shebeen owners in Philippi, Cape
Town (Herrick and Charman) suggests that inconsistent and arbitrary policing is
driving many shebeens into adopting covert strategies to manage the risks of
closure, fines, temporary imprisonment and bribes demanded by the police. In doing
so, law enforcement has inadvertently precipitated new types of violence in township
drinking environments. The paper describes incidents of alcohol-related law
enforcement, and suggests that such work can be as difficult and confusing for law

enforcers as it is for those being policed.

The paper confirms the fact that data showed that the Western Cape Liquor Act
coming into effect resulted in a surge in shebeen raids with the intention of closing

them down. The data reflected that many shebeens are ineligible for liquor licenses
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because of their location in residential areas. Many shebeeners do not have access
to alternative forms of equivalent income and are almost compelled to continue
trading illegally in order to survive. These findings are of specific value for the current
research paper as it confirms possible barriers to entry into the legalised arena.
Shebeeners also reported a lack of due process with regard to raids by the police,
inconsistent application of the law, police requests for bribes and confiscated liquor

being retained by police.

The paper concludes that enforcement is important, but in the absence of
alternatives it is perhaps futile and may cause harm. Law enforcement officers can
guide sellers of alcohol towards legal or alternative solutions, rather than simply point
them towards likely dead ends. This will require cooperation across local and
provincial departments. “Policing alone will not end the violence... nor will an

absence of legal access to alcohol.”

They confirm that a continuation of current enforcement strategies is unlikely to
result in reductions in the sale of alcohol or in sustainable improvements in safety. It
risks positioning law enforcers as permanently opposed to large segments of the
community, eroding their sense of belonging.

Of critical importance for the current research study is the finding in the Herrick and
Charman article that “the formulation of the license criteria will need reconsideration
to ensure that small-scale shebeeners are not automatically excluded from
opportunities to trade legitimately.” The adherence to liquor laws needs community
buy-in and citizens’ active participation in ensuring that regulations and codes of
conduct are met. Effective public communication of the rationale of the liquor laws,
why enforcement is necessary, and what these procedures are, is necessary to

accomplish this.

Further insight into the nature and character of shebeens was provided by the paper
“Shebeens (taverns) in black metropolitan areas with special reference to Umlazi

and KwaMashu: an exploratory study” by Ndabandaba and Schurink (1990). The
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article is directed towards a discussion of some of the most important dimensions of
the phenomenon of shebeens. The article explores the origin of shebeens and their
status in modern black townships, the major categories of shebeens, the contribution
of shebeens to crime and other social problems, the illegal status of shebeens and
the views of the residents of the townships on shebeens. The value of the paper lies
in that the discussion is not restricted to data on shebeens for these two areas, but
reference is made to research on shebeens is other black townships in South Africa

as well.

Qualitative data was obtained through unstructured interviews and participant
observation with shebeens owners, clients, parents, social workers and community
leaders. Additional data was provided by unsolicited documents such as newspaper

articles. A social study was also used for data collection.

The paper provides valuable insight into the origin of shebeens. It discusses the
prohibition of blacks from purchasing “white liquor” from 1896 onwards. As a result,
“an extensive illegal liquor trade ensued and thousands of shebeens supplied their
customers with ‘white liquor’, the traditional home-brewed beer as well as often
dangerous concoctions such as skokiaan and baberton.” Prohibition affecting blacks,
coloureds and Indians was abolished in 1962. It is of particular value to the current
paper that this article confirms that “shebeens have flourished since 1962 because
they fulfil a need in the community far more complex than the mere retailing of
liquor.” The attraction of shebeens lies in the fact that they offer “a place where one
can mix socially with one’s friends over a drink in a relaxed atmosphere, the

opportunity to meet women, listen to music, play games and have a nice time.”

A finding of great significance for the current report is that “a distinctive characteristic
of shebeens is their adaptability to their social environment.” The paper also provides
insight into the different classes of shebeens and shebeen clients. “Each shebeen
caters for the type of class and neighbourhood in which it is situated and keeps

hours suitable to the residents.”
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Crime and social problems related to shebeens are examined and it is concluded
that “while shebeens are generally regarded as a central institution of black social
life, many people attribute a precarious character to such places [... as they] provide

contacts and associations that lead to crime and other social problems.”

The most important aspect of the article for the current report lies in the discussion of
the legalisation of shebeens. It confirms that the “process to obtain a shebeen
license is not only time consuming and expensive, but the owners’ dwellings also
have to conform to certain standards and specifications [...] they have to register for
income tax and general sales tax and keep books and submit them regularly for
auditing.” “If they register and legalize their businesses, they have to comply with
statutory restrictions.” The paper concludes that the “price that shebeen owners had
to pay to operate legally has proved to be too high.” This confirms the barriers to

entry for the current report.

The current regulatory environment in relation to alcohol retailing and consumption in
South Africa’s Western Cape is discussed in the paper “Stakeholder narratives on
alcohol governance in the Western Cape: the socio-spatial ‘nuisance’ of drink”, by
Herrick (2014). It explores how stakeholders of such regulations formulate,
comprehend and act upon the ‘problem’ of drinking. The paper aims to explore the
discrepancies between “what is said (of alcohol by policy-makers) and what is done
(about alcohol within policy)” where alcohol is regarded as a “nuisance.” The paper
draws on qualitative study material from interviews in the Western Cape to gain a
better understanding of how alcohol is “problematised by policy stakeholders and the

complex relationship between these processes and urban governance agendas.”

Current liquor legislation is explored from the national to municipal scale. The
discussion on alcohol control in the Western Cape is of particular value to the current
report as it confirms the lack of consistency that “there is no harmonization in the
liquor licensing rationales, stipulations, institutional arrangements and enforcement
between the nine provinces.” The exploration of the current liquor legislation is of

value for the current report as it confirms that the WCLA aims to bring consumers

Page 31



Barriers to Entry into the Legal Liquor Trade
July 2016

HS Business Solutions

into “a regulated liquor industry by setting out land use rights as requirements for
issuing licenses.” The paper further confirms the stringent licensing pre-conditions,
including a solidly-built structure and provision for at least two toilets, as significant

barriers to entry for the current report.

The paper further explores the different stakeholder narratives on alcohol control that
perceive alcohol as a “nuisance.” It also examines how alcohol use and abuse
should be best handled and concludes that the “basic solutions here lie with
employment, quality housing and basic services.” It confirms that the “best way to
tackle alcohol use and abuse was structural improvements as environmental
amenities and neighbourhood watch.” It suggests that structural interventions for
alcohol harm reduction would need to include recreational provision as alternatives
to shebeens and employment opportunities to create productive distractions from

drinking.

Of particular note here is the confirmation that “stakeholders were generally in
agreement that unlicensed shebeens should be addressed, either through closure or

formalization”.

The findings in the paper demonstrate that although alcohol was agreed to be a
significant problem warranting urgent policy response, “the nature of this response

was highly partisan.”

A paper examining the informal liquor retail (shebeen) sector, “Enforced
informalisation: the case of liquor retailers in South Africa”, by Charman, Petersen
and Piper (2013), demonstrates that law enforcement actually produced informality
in this sector. The article describes key aspects of shebeen business practice,
including the responses to greater law enforcement, illustrated with examples from
Delft South, Cape Town.

The paper noted that as the “vast majority of shebeens operate without a state

license and almost always in violation of various municipal zoning regulations and
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by-laws, they are both informal and illegal enterprises.” Since 2009 the Western
Cape has experienced intensified policing around liquor retail in economically poor
residential areas where the majority of these enterprises are located. Of particular
significance is the finding that “not only have few shebeeners migrated into the
formal system, but the vast majority have remained informal enterprises, rather

improving and developing new coping strategies to better evade law enforcement.”

The paper continues to confirm that the “net result (of intensified law enforcement)
has been to criminalise a key livelihood.” Relations between police and shebeeners
have worsened through ongoing raiding, confiscation and harassment. This has
created an “environment conducive to corruption.” This paper is of the utmost
importance as it sheds light on recent theories of formalisation. The paper confirms
that “enforcement of new laws does not necessarily lead to formalisation or

avoidance, but can lead to even more wide-scale and pernicious forms of evasion.”

The significance of this paper lies in their view that government fails to understand
the “cost-benefit analysis that shebeeners have undertaken to continue operating
their businesses despite the new legislative environment,” and underlines the
complexity of the regulation of shebeens. It even goes so far as to proclaim that
“‘enduring formalisation of shebeens, and its increasingly pernicious character, is a

direct response to state actions.”

The value of this paper also lies in the confirmation that the “current legal
requirements are too stringent for the vast majority of traders whose small turnover
and modest profits do not justify the direct and indirect cost of navigating a
complicated formal system for licensing.” The finding of the prevalence of shebeens,
as the second most numerous business type in the informal sector apart from spaza
shops, confirms the importance of shebeens in the informal sector. The finding of
considerable enterprise diversity suggests “a localized form of demand with most
shebeens servicing residents living within walking distance.” The paper concludes
that a policy approach based on law enforcement will not solve the “shebeen

problem.”
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The impact of regulations and law enforcement on the ‘lived economy’ of informal
micro-entrepreneurs, demonstrating the poverty impact of these laws and practices,
is examined in the paper “Informality disallowed: state restrictions on informal traders
and micro-entrerprises” by Charman, Piper and Petersen (2012). The paper draws
on primary evidence gathered from a micro-enterprise and business survey
conducted in Browns Farm, Philippi in 2011. The paper illustrates the scope and
scale of the policy threat to informal economic life with the aid of spatial maps and
analysis, and shows that “the distribution of informal economic activities is directly

affected by regulation, land use planning and actions of control.”

The paper examines the impact of regulations and law enforcement on the economic
activities of informal traders and micro-entrepreneurs in a case study context. The
paper attempts to explore the “poverty impact of the state’s affront on unregulated
and informal economic activities and consequences for employment and business

growth.”

Of particular significance for the current research paper is the finding that “land
zoning at the neighbourhood level plays a critical role in enabling access to markets
and permitting business activity,” identifying potential barriers to entry for shebeen
owners. It emphasises the need for urban planning to acknowledge the dynamics of

township businesses and the informal economy at the local level.

The case study of Brown’s Farm illustrates important aspects of the landscape
wherein shebeens currently conduct trade: most businesses are unregistered and
resist state controls; the majority of micro-enterprises are situated in the heart of
residential areas, away from major roads; and the density of the distribution is
greatest in areas of informal settlement, most of which are located on land
designated as ‘limited use.” The positioning of businesses is determined by localised
demand, as they are sited in close proximity to people’s homes and combine

accessibility with customer safety.
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Of particular value is the finding that “the desire to replicate the middle class suburbs
where business and residential use are segregated in homogenous neighbourhoods,
rides roughshod over existing township business activity and economic culture that

constitute a lived economy.” The research demonstrates that the economic life of this

population remains largely unrecognised.

The value of the paper further lies in the clarity it brings to the fact that the majority of
informal businesses do not intentionally ignore the regulatory frameworks and land
use conditions. “The demands of economic survival necessitate that businesses
operate without regard for the law.” It is also evident that the rationale for informality
is complex and simplification should be avoided. The township economy is also best
understood in spatial terms to be nodal, rather than lineal, and is essentially

residential. Many business premises also serve as homes.

The paper concludes that “spatial development planning (along with regulation)
imposes a vision of urban life that runs directly against the lived economy of the
urban poor. These insights add significant value to the current research paper in that
it confirms the complexity of the shebeen environment and that no simple solution is
forthcoming.

The uncontrolled and illegal use of residential properties for the sale of liquor often

result in negative impacts on the amenities and rights of surrounding neighbours as
a result of noise, anti-social behaviour, increased vehicle and pedestrian traffic and
the impacts on the general character of the neighbourhood.

The abuse of alcohol is one of the major social problems experienced in the Western
Cape, especially among the poorer communities, and illegal outlets serve as a major

contributing factor to facilitating these social ills.

On the positive side, shebeens and taverns become a focus for social interaction

and adding vibrancy to a township. These establishments create jobs, provide an
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economic injection into townships and can be utilised as a focus of local tourism

initiatives.

A number of municipalities have attempted to strike a balance between these
complexities associated with shebeens and have formulated land use guidelines for
shebeens and taverns. An in-depth study of some of these policies added to a better
understanding of the illegal trade of alcohol and the possible solutions it offers to

reconcile the conflicting effects of this trade on the community.

» BREEDE VALLEY — DEPARTMENTAL LAND USE GUIDELINES FOR
TAVERNS AND SHEBEENS (16 September 2013)

The purpose of the guidelines is to allow the Municipality to manage the
establishment of house taverns and shebeens located in the municipal area.
The policy aims to “facilitate commercial activities while limiting the negative impact
of the businesses on the community with regard to aspects such as safety and well-
being of the community; conservation of the natural and developed environment and
the proposed development not causing disturbance and not infringing on the rights of

any other landowner.”

Legislated control of the liquor industry, coupled with economic deprivation, has
resulted in the proliferation of illegal liquor operations in high density townships.
The policy acknowledges that the industry is far from being homogeneous and
significant differences exist in respect to perceptions, modus operandi and levels of

acceptability of the industry in these townships.

The reason for the establishment of house taverns and shebeens was more often
than not found to be economic as it provides an operator with an income in the
absence of formal employment opportunities. In some predominantly black
townships shebeens are sometimes seen to be part of a “cultural expression.” In
other high density townships shebeens are considered convenient outlets for

purchasing liquor.
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The policy also reiterates that a balance must be achieved between implementing a
framework to manage house taverns and shebeens and the perceived constitutional
right of an individual to have access to these types of facilities. The need to develop
land use guidelines that are informed by the realities experienced within townships is

stressed.

The policy explores the role of municipalities in liquor licensing by emphasising that,
although liquor licences are listed as a Provincial Legislative competence, the trading
regulations and control are listed as Local Government functional competences.

The policy examines the origin of taverns and shebeens. Located in predominantly
high density residential neighbourhoods, shebeens have provided a service to the
community of selling liquor or providing a venue for the consumption thereof. This

service is in many cases the only source of income for the particular household.

The policy document also explores the reasons for the development of shebeens,
and the benefits and disadvantages of shebeens. Of particular importance to the
current research study is the confirmation that a shortage of job opportunities, a
shortage of capital to develop a commercial stand and a shortage of formal business
venues that are correctly zoned together with a demand for liquor and a venue within
walking distance of the residential customers give rise to the establishment of

shebeens.

It clearly states the benefits of job creation in the informal sector, flexible business
hours that are convenient for customers and easy access for patrons. The risk of
crime frequently associated with shebeens as well as the nuisance they create,
conflict between licenced businesses and the regulations for business premise that
shebeens are exempt from, together with the drop in profit margins because
shebeens take a part of the market away from legitimate business, are all

disadvantages of having shebeens exist.
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The policy further explores the planning legislation and regulatory framework. It
singles out the requirement of a zoning certificate as the biggest obstacle for

unlicensed operators to obtain a licence.

The document explores town planning principles and confirms “lack of desirability” as
the only instance in which an application for development of land may be refused. Of
particular value for the current report is the confirmation that “the town planning
aspects of the application process are singled out by role-players in the industry as
the single biggest impediment in acquiring a liquor licence.” The process is seen by
shebeen owners as “complicated and drawn-out”. Many applicants do not
understand the application process and find it to be “cumbersome and lengthy”. The
“‘complexity of the process and the rate of success with applications are seen as
prohibiting factors with many preferring to stay unlicensed and/ or illegal.

The policy document also confirms that many owners of shebeens are wary of the
negative perceptions held by members of communities in respect to shebeens,
which are associated with crime, drugs and violence. It confirms that shebeen
owners experience that applications are not considered objectively on merit, but are

denied as a result of these negative perceptions.

The value of this policy for the current study lies in the exploration of the reasons for
the development of shebeens, the benefits of shebeens, the impediments for
shebeen owners to obtaining a liquor license and a possible temporary solution to

bring shebeens into the licensed fray.

» GEORGE MUNICIPALITY TOWN PLANNING POLICY ON HOUSE
TAVERNS AND UNLICENSED SHEBEENS

The purpose of the policy is to manage the Municipality’s concession of permitting
the establishment of house taverns and the handling of unlicensed shebeens located
in the municipality “in such a way that the residents living in these areas can earn an

income from their property while limiting any negative impacts of these businesses
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on the rights of the other residents in the area to a safe, clean and quiet living
environment, promoting an entrepreneurial spirit within these neighbourhoods, and
stopping the abuse of this concession by outside business owners who are profiting

from it often to the detriment of the property owner and residents concerned.”

The policy explores the need for such a policy and acknowledges “the reality of the
inequities found in the township areas due to past planning practices that made most
townships dormitory towns with its residents having limited access to basic goods
and services. Residents generally found themselves without access to the economic
opportunities found in the wealthier suburbs and a result, found other informal means

to meet their needs.”

It confirms that the majority of residents in the township areas do not have the
economic means to support themselves, and the only real asset they can use to
generate income is their property. This includes the renting of rooms in their house

or the establishment of micro businesses that sell fruit, vegetables, sweets or liquor.

The policy document confirms that the “proliferation of taverns is a response to
rectify the imbalances of the past and also to respond to the social needs and
economic demands of the community. The municipality, in response to this need,

has made a concession to allow these enterprises.”

The policy further explores the definitions of “house tavern” and “shebeen” and
defines a “house tavern” as an “enterprise, conducted from a dwelling house or
outbuilding, by the occupant of the dwelling house concerned, for the sale of
alcoholic beverages and may include consumption of alcoholic beverages by
customers on the property, provided that the dominant use of the dwelling house
concerned shall remain for the living accommodation of a single family.”

A shebeen is defined as “an unlicensed outlet, either for the on and/ or off
consumption/ sale of liquor.” These shebeens are deemed to be properties which do

not have a land use approval and/ or a liquor license.
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The background to the policy as well as the aspects that need to be addressed by
the policy are discussed. The document acknowledges that a need exists for house
taverns to be allowed as they allow members of the community access to places of
entertainment and social interaction, and promote entrepreneurship.

It also affirms that the activities usually associated with unlicensed shebeens
contribute to adverse social impacts within the community it serves. Thus, the policy

focusses on regulating land use.

The value for the current study lies in the confirmation that “prospective liquor license
applicants, especially house tavern and unlicensed shebeen owners, often have
difficulty in understanding the application process, finding it to be tedious and quite
costly.” Constrained budgets contribute toward many of these establishments
remaining unlicensed. “The approval process is also complicated by the dual
process of public participation for the liquor license and the town planning

application.”

The policy also examines the contextual framework that the regulations will operate
in and discusses the Provincial Spatial Development Framework, the local municipal
spatial development framework and the draft liquor policy for the Western Cape
(2004). It explores concerns that the uncontrolled and illegal use of residential
properties for the sale of liquor often result in negative impacts on the amenities and
rights of surrounding neighbours as a result of noise, anti-social behaviour,
increased vehicle and pedestrian traffic and impacts on the general character of the
neighbourhood.

The policy also balances these negative impacts with the positive statement that
shebeens and taverns can become a focus for social interaction and adding vibrancy
to a township. These establishments create jobs, provide an economic injection into

townships and can be utilised as a focus of local tourism initiatives.

The policy also reiterates that the position of shebeens should by strictly regulated,

especially in close proximity to schools and places of worship.
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The legislative and regulatory framework for the policy is discussed at length and
serves to emphasise the potential barriers to entry into the legalised arena. Of
particular value for the current study is the discussion of the barriers to entry
contained in the Western Cape Liquor Act, 4 of 2008 as amended. This serves as
confirmation of the requirements for a liquor license that will be explored in

subsequent sections in the current research paper.

The document also explains the dual nature of the application process: the liquor
licensing application and the land use application. The value for the current research
paper lies in the potential barriers contained in this dual process.

The proposed policy aims to address the complexity of encouraging illegal traders to
legitimise their businesses. It explores the overriding aims of the policy as well as the
principles that should prevail. Great value lies in the way that the policy has been
structured as it contains a possible solution to the numerous barriers to entry that

illegal traders might encounter.

5. METHODOLOGY

For this research project, both primary and secondary data were collected and
analysed. Secondary data comprised of an archival study of published literature,
official records, academic papers and peer-reviewed articles. The literature was
reviewed in order to integrated and scrutinise available data on the subject and
highlight important themes that could either be confirmed or disproved by primary

data.

The archival study revealed a clear gap in reliable and up-to-date information about
illegal alcohol trade in the focus areas of Khayelitsha, Nyanga and Paarl East.

The objective of the research was to describe barriers to entry into the licensed
liquor sale environment by collecting mainly qualitative data, some of which were

guantified and analysed statistically.
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The sophistication of research increases according to purpose:

e Exploratory research is conducted to describe phenomena as they exist. It is
used to identify and obtain information on the characteristics of a particular
problem or issue.

e Descriptive research goes further in examining a problem than exploratory
research, as it is undertaken to ascertain and describe the characteristics of
the pertinent issues.

e Analytical or explanatory research is a continuation of descriptive research. It
goes beyond merely describing the characteristics, to analysing and
explaining why or how the phenomenon being studied is taking place. Thus
analytical research aims to understand phenomena by discovering and
measuring casual relationships between them. An important element of
explanatory research is identifying and, possibly, controlling the variables in
the research activities in order to better explain critical variables or causal
links.

This research project can therefore be classified as explanatory or analytical

research according to its purpose.

This study followed a more interpretivist paradigm than a positivistic paradigm. The
two main paradigms are at opposite ends of a continuum. They are not mutually

exclusive and one paradigm will merely be more dominant.

This research broadly fits into an interpretivist paradigm, but is not necessarily
positioned at the extreme of the continuum. Pragmatism contends that the research
guestion should determine the research philosophy and that methods from more
than one paradigm can be used in the same study. Therefore, pragmatism
advocates that, rather than being constrained by a single paradigm, methods should
be mixed on the basis of usefulness to answer the research question. This is called a

pluralist approach. A pluralist approach was followed for this study.
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5.1. PRIMARY DATA COLLECTION:

The research was conducted through interviewing shebeen owners in the target
areas. A total of 204 respondents from Khayelitsha, Nyanga and Paarl East

participated in the research.

HS Business Solutions consulted with the Department of Economic Development as
well as the Department of Community Safety and established that there was an
existing working relationship between the neighbourhood watch members, the VPUU
and shebeen owners in the targeted areas. VPUU was therefore approached in
order to contract neighbourhood watch members to collect primary data in the

targeted areas.

The neighbourhood watch members were known to the respondents and had an
established working relationship with the respondents as they were in the process of

gathering data for the alcohol game changer project.

HS Business Solutions recruited and trained neighbourhood watch members to act
as field workers and therefore the survey was conducted in their familiar patrol
areas. It was essential for the success of this study that the field workers were
known to the shebeen owners and be familiar with the areas to ensure their safety.
In addition, a level of trust in the field workers would ensure that respondents be

more forthcoming and accurate in their responses.

The training workshops, where the neighbourhood watch members in the targeted
area were trained as field workers, equipped them to accurately explain the
objectives of this study to respondents as well as explaining and correctly

administering the questionnaire.

Primary data were collected by means of structured, face-to-face interviews with

shebeen owners in Khayelitsha, Nyanga and Paarl East. The questionnaire was
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carefully designed, observing the guidelines for constructing proper questionnaires,

avoiding negative statements and avoiding leading the respondents.

The questionnaire was loaded onto an application on the mobile phones used by the
neighbourhood watch members and the responses (data) were downloaded and

captured on an excel spreadsheet for analysis.

Neighbourhood watch members, trained as research field workers, collected data
through face-to-face structured interviews with shebeen owners. Participants were
located using the so-called snowball technique whereby field workers would find the
first respondent and then ask about other illegal alcohol traders in the area, and then

visit the subsequent respondents through referral from the previous respondent.

5.2. SAMPLE SELECTION:

The initial selection of a sample was guided by the purpose and the scope of the
project. This study is focused on investigating the barriers to entry into the legal
liqguor market in specific areas, namely Khayelitsha, Nyanga and Paarl East. The

sample selection was therefore based on these target areas.

Determining a suitable sample size was complicated by the fact that the total
population is not known and estimates regarding the size of the total population vary

greatly, making it very difficult, if not impossible to estimate the total population size.

HS Business Solutions therefore opted for focusing on specific geographical areas,
locating and interviewing all shebeen owners in the focus areas. In doing so, it was
possible to estimate location density and geographic spread which should enable

more accurate future total population estimates.

In order to capitalise on their familiarity with the area and shebeen owners, and also

in the interest of safety, each neighbourhood watch member conducted surveys in
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his or her regular patrol area. The advantage of this method was that they managed

to locate most, if not all, illegal traders located in a specific area.

5.3. CHALLENGES IN COLLECTING DATA:

The challenge with collecting primary data was winning the trust of illegal liquor
traders to share information with the researchers willingly and honestly. It was
therefore critical that the field workers that were deployed were known to and trusted

by the shebeen owners.

An additional challenge was the safety of the field workers, as police raids on illegal
traders during or shortly after the data collection process could possibly have been
perceived as linked to the current research, thereby endangering the field workers.
Over the period of the current research, Nyanga was plagued by unrest and protest
action. The area was deemed unsafe to conduct research by community leaders, the
Neighbourhood Watch and Department of Community Safety. Due to safety
concerns, the survey was put on hold. Subsequently, a community meeting was

called in an attempt to establish safe access to shebeen owners.

During the community meeting in Lusaka, Nyanga, community leaders addressed
shebeen owners and requested their co-operation and participation in the current
survey. Shebeen owners undertook to attend a meeting on Monday 4 July 2016
where field researchers could interview them. A team of ten (10) field researchers
attended the meeting on 4 July 2016 in the hope of conducting as many interviews
as possible. Unfortunately, only one shebeen owner attended the meeting and
therefore field workers were able to conduct only one interview. The turnout was very
disappointing, but all possible options to gather data in Nyanga were explored in the

time frame available.
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5.4. ANALYSIS OF DATA:

For this study, qualitative data were collected through semi-structured interviews and
observation. The data were analysed in a rigorous and systematic manner, they
were interpreted, conclusions were drawn and recommendations were made.

The key element of the data analysis was synthesising, which included drawing
together different themes and concepts from the research and forming them into

new, integrated patterns.

Qualitative data were quantified by counting the frequency of occurrences of
particular responses to questions. This allowed for the use of statistical methods to

analyse the data.

Data collection and analysis were continued until theoretical saturation was reached.
Theoretical saturation is when the inclusion of new data did not add to the

knowledge of the phenomenon under study.

5.5. RELIABILITY AND CREDIBILITY OF THE RESEARCH:

In order to ensure optimal credibility of research, triangulation was employed to
enhance reliability and validity. Denzin (1970) describes triangulation as being a
combination of methodologies used to study the same phenomenon. He argues that
the use of different methods should lead to greater validity and reliability than a

single method approach.

Easterby-Smith, Thorpe and Lowe (1991) identified four types of triangulation, which

were all applied in the research methods.
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Triangulation types

How it was applied in this research

Collecting data from
different sources (data

triangulation)

Data were gathered from various stakeholders involved
in the process from various perspectives. Statistical
data were sourced from different, independent sources

to eliminate bias.

Investigator triangulation

The project was completed by a team of researchers
who worked independently as not to influence one
another. However, team members reviewed and
critiqued one another’s work to improve the final

product.

Methodological
triangulation, using both
qualitative and quantitative
data collection methods

Qualitative data were collected through semi-structured
interviews. The interview questions were carefully
developed to meet the criteria for un-biased and
reliable research. Quantitative data were collected
through desk research, as well as a carefully designed
guestionnaire to produce qualitative data that could be

guantified.

Triangulation of theories —
using theory of one
discipline to explain a

phenomenon in another

discipline

For this research, relevant theories from various
disciplines were combined through the collaboration of

a diverse and skilled research team.
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6. RESULTS AND FINDINGS

The findings in this report were based on the archival study, perusal of liquor license
application records and, mainly, the results of the analysis of the primary data
gathered during interviews with shebeen owners in the focus areas. The application
process and requirements for obtaining a liquor license were also analysed as set
out in in the background section of this report. In order to better understand the
phenomena under study, the starting point was to consider the profile of shebeens in

the selected sample:

6.1. Profile of Shebeens in the target areas:

Outlet trading years:

Of the 204 shebeen owners interviewed, the years trading ranged between thirty-five
(35) years and less than one year. The outlet that had been trading for the longest
period started trading in 1981. Most shebeens started trading in 2014, with a

significant number starting in 2010 and 2016 respectively.

Shebeens that have been trading for as long as thirty (30) years were recorded in all

three of the target areas.

The mean (mathematical average) trading years is 7.5 years and the mode (most

frequently recorded) number of trading years is 1 — 5 years.
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Figure 1: Years Trading Comparison
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Figure 2: Years Trading Paarl East Figure 3: Years Trading Khayelitsha
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Khayelitsha
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The owners of a hundred outlets were interviewed in Paarl East and the timeline
when these businesses started trading ranged from 1981 — 2016. The respondents
included one outlet owner that started the business in 1981, one outlet owner that
started in 1988, another in 1997 and also one from 1998. Six of the outlets started
trading in 1999 and most of the outlets, a total of nineteen, started trading in 2016.
The average trading years of an unlicensed liquor outlet in Paarl East was 6.57
years, and it can therefore be concluded that the businesses are rather mature and
established. Although, as mentioned above, nineteen of the businesses started in
2016, and a further 24 between 2014 and 2016.
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In Khayelitsha a total of 103 outlet owners were interviewed. The year that the
businesses started trading ranged from 1986 — 2015. The outlet that had been doing
business for the longest time had been trading for 30 years. None of the outlets
interviewed in Khayelitsha were less than a year old. The average (mean) is 8.7
years, which means that the liquor outlets in Khayelitsha are very established.
Results in the respective areas are similar, with outlets in Khayelitsha being on
average older than those in Paarl East. This may be attributed to the fact that

Khayelitsha is a more established area than Paarl East.

The respondent situated in Nyanga had been trading for thirty (30) years. The age of
outlet owners is detailed in the figure below.

Figure 4: Shebeen Owner Age Comparison
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The ages of the shebeen owners interviewed ranged from 21 to 74-years-old.
When comparing the ages of the shebeen owners in Khayelitsha and Paarl East, the
results are similar, with most respondents aged between 31 and 50-years-old. The

respondent interviewed in Nyanga was 56-years-old.

Reasons for starting the shebeen:

Figure 7: Reasons for Trading All Areas

Reasons for Starting to Trade- All areas

H No Other Income
® Earn More
B Supplements Income

Opportunity in Market

More than two-thirds of respondents (77%) reported that the reason why they started
a shebeen was due to the fact that they had no other income opportunities. Less
than a quarter (19%) of respondents started a shebeen to supplement their existing
income. Only 2% reported that they capitalised on an opportunity in the market and
an additional 2% of respondents chose to start a shebeen as it offered a better
income than other available career opportunities.
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Figure 8: Reasons for Trading Nyanga Figure 9: Reasons for Trading Paarl East
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Figure 10: Reasons for Trading Khayelitsha
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Almost two-thirds (68%) of respondents interviewed in Paarl East noted that the
reason for starting an illegal liquor outlet was that they had no other income
opportunities. About a third (32%) of responded stated that the outlet supplements

their existing income.

In Khayelitsha, 86% of the outlet owners interviewed stated that they had no other
income opportunities. 7% started the shebeen to supplement their income, 4% saw
an opportunity in the market and 3% felt that they could earn more money running a

shebeen than from other income options.

The one respondent in Nyanga indicated that she had no other income opportunity
and therefore started a shebeen.
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The results in all three the target areas are similar and are ranked in the same order:
1. Started a shebeen because the owner had no other income options.
2. The shebeen supplements an inadequate existing income.

3. In Khayelitsha, identifying an opportunity in the market ranked third.

Comparison of all three targeted areas:

Figure 11: Reasons for Trading Comparison
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Types of alcohol sold at the outlets:

The most popular type of alcohol sold in the focus areas was beer followed by spirits
and wine. Traditional beer, known as umgombothi was recorded to be offered for
sale in a very small percentage of outlets (7% in Khayelitsha).

The percentages recorded are for the respondents who confirmed (replied “yes”)
when asked if they sold the specific type of alcohol.
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Figure 12: Types of alcohol Comparison
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In Paarl East most shebeens sell beer and wine, followed by spirits, and a negligible

number of outlets sell traditional beer, known as umgombothi.

In Khayelitsha most outlets sell beer, followed by spirits and then wine. Umgombothi

again ranks last.

The outlet in Nyanga reported selling beer and spirits, but not wine or umgombothi.

The results in the target areas are similar, with beer being the most popular alcoholic

drink sold and wine and spirits ranking as the second most preferred drink.
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Sales volume:
The results for all three areas indicate that 83% of respondents sell between one and
fifty cases of 750ml beer per week, and 15% between fifty and a hundred cases per

week.

Less than one percent of respondents sell more than 480 cases of 750ml beers per
week. Therefore, the vast majority of respondents fall in the lowest volume category,

with less than one percent categorised as high volume.
Figure 15: Crates of 750ml beer sold, All Areas
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Figure 18: Crates of beer sold per week in Nyanga
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In Paarl East, the majority of the outlets interviewed (73%) sold between one and
fifty crates of 750ml beer per week; 32% of the outlets sold between 50 and 100
crates of 750ml beer per week and the remaining 2% sold more than 100 crates per
week. Only one outlet reported a volume of more than 480 crates of 750ml beer per

week.

In Khayelitsha, the majority of the outlets interviewed (93%) sold less than 50 crates
of 750ml beers per week. Only 5.2% sold between 50 and 100 crates per week, and
2% sold between 100 and 200 crates per week. No outlets interviewed in

Khayelitsha reported volumes higher than 200 crates per week.

The outlet in Nyanga reported selling between one and fifty crates of 750ml beer per

week.

Outlet types:
The majority of outlets (73%) are on-site establishments which means that alcohol is
sold for consumption on the premises. Less than a quarter (22.5%) of outlets sold

alcohol to be consumed off-site (sealed bottles taken away).
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Figure 19: Types of outlet All Areas
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Figure 22: Outlet type Khayelitsha
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Just over half of the outlets in Paarl East are on-site consumption outlets with 52% of
respondents reporting that they sell alcohol to be consumed on the premises and
42% of the respondents indicated that the alcohol is sold for off-site consumption, in
other words to be taken home or to be consumed elsewhere. The remaining 4%
indicated that they sold alcohol for off-site consumption together with groceries and

2% indicated that they are licensed taverns.

The outlet in Nyanga reported selling alcohol for on-site consumption.

In Khayelitsha, 93% of respondents reported selling alcohol for on-site consumption

and only 4% for off-site consumption.

Most outlets in the selected sample therefore cater for their patrons to socialise and

enjoy their drinks at the shebeen premises.

Entertainment:

Just over half of respondents (53%) reported that they provided some kind of
entertainment at their shebeen. Popular types of entertainment included music and
television. 47% of respondents did not report providing any form of entertainment at

the shebeen.
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Figure 23: Entertainment Provided All Areas

Entertainment Provided (All areas)

Hno

M yes

Trading times:
Respondents were asked about their trading times in order to establish how adhering
to statutory restrictions would impact on their trading hours.

The reported opening and closing times varied, and the times reported were
distributed almost around the clock. Since opening times of 5 AM or 12 AM are
unlikely, it can be inferred that the shebeens open and close according to demand
and are therefore ready to trade 24 hours a day.

Page 59



Barriers to Entry into the Legal Liquor Trade

July 2016
HS Business Solutions
Figure 24: Opening Times during the Week All Figure 25: Closing Time during the Week All
Areas Areas
Opening Time Closing Time during
during Week (All Week (All areas)
100 g
areas) g aT%
2 80
=]
80 5
2 e 30% 27% ~§ =l
E 9 g 40
> 40 15% 13% a
220 % 7% 2% 1% s 2
o o 1%
o, m N I — Z 0
[aa]
S S
% (,)'b@ Q;b‘(\ /\Q‘Q q;a@ qfa@ Q'b@ ,\9@ q;b@ R /\Q(Q R qQ(Q QQ@ \,Q& <«,’b@
= NTONTN N N
OPENING TIMES DURING THE WEEK L Closing time

Opening and closing times reported for weekdays and weekends do not vary

significantly, which also indicates that shebeens trade on demand.

Figure 26: Opening Time Weekends, All Areas  Figure 27: Closing Time Weekends, All Areas
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Safety precautions:
Respondents were asked which safety measures, if any, are in place to ensure that

patrons at their establishments are protected from violence and crime.
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The vast majority of respondents interviewed reported that they took some form of
precaution to ensure the safety of their customers. Only 4% did not take any steps to

enhance safety at their outlets.

Most respondents (37%) reported that they had “house rules” that are enforced to
keep customers safe. Such house rules commonly include: not selling to inebriated
persons, not selling to children or pregnant women, and not serving unruly

customers.

Almost a quarter of respondents (22%) indicated that they relied on the support of
the local Neighbourhood Watch to ensure the safety of patrons. The outlets that sold
alcohol to be consumed elsewhere mostly reported that “take-away” alcohol helped

to prevent crime at their premises.

Other shebeen owners reported searching for weapons, employing security guards,

watching over patrons and other security features.

Figure 28: Safety Precautions, All Areas

Safety Precautions for Patrons (All areas)

H House rules

B NHW support
None

M Security features

B Security guard
Take away

B Weapons search

B Watches over Patrons

Page 61



Barriers to Entry into the Legal Liquor Trade
July 2016

HS Business Solutions

Figure 29: Would like to obtain a liquor license

Desire a Liquor License (All Areas)

Eno Myes

When asked if they would like to obtain a liquor license, if possible, more than two-
thirds of respondents indicated that they would. This indicates a desire among most

shebeen owners to be brought into the legal liquor landscape.

70% of the outlets in Paarl East indicated that, if given the choice, they would prefer
to have a liquor license and 30% indicated that they are not interested in obtaining a

liquor license.
In Khayelitsha, 83% of the respondents indicated that they would prefer to obtain a
liquor license if given the choice and 17% indicated that they are not interested in

obtaining a liquor license.

The respondent in Nyanga indicated that they would want a liquor license.
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Summary of outlet profiles:
Considering the responses from the majority of respondents, it can be deduced
that the most prevalent profile of the shebeens in the focus areas are as follows:

e The businesses are mostly between one and five years old, but a
significant portion of the businesses are established enterprises with some
trading for as long as thirty years.

e The average number of people employed by the shebeens in our sample
IS 2 persons per outlet.

e Most shebeen owners are between 41 and 50 years old and started selling
alcohol because they had no other source of income.

e The majority of outlets sell alcohol for consumption on the premises and
just more than half of the respondents offer some form of entertainment at
their establishment.

e The shebeens appear to be trading on demand on a 24 hour per day
basis.

e 96% of respondents have measures in place to ensure the safety of their
patrons.

e Most shebeen owners would like to obtain a liquor license if possible. More
than two-thirds of shebeen owners interviewed indicated that they would

like to obtain a liquor license if possible.

6.2. Challenges in obtaining a liquor license:

The focus of the research was to identify the barriers preventing shebeens from
obtaining a liquor license. Considering the requirements to obtain a liquor license
and the aspects highlighted in the literature, the following are possible barriers to
entering the licensed liquor trade:

» The cost of obtaining a liquor license

» The restrictions associated with adhering to statutory requirements

» Disqualification criteria for license holders
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The zoning of the premises
The structure and amenities of the establishment

Finding the process of applying for a liquor license too complicated or difficult

Barriers identified in the Literature:

The literature confirms the findings from the primary data that most businesses in the

informal sector would be open to integration into the formal liquor industry.

Table 2: Barriers emanating from the Literature Review

BARRIERS EMANATING FROM THE LITERATURE REVIEW:

1.

Daunted by the process of obtaining licenses

2.

Cost of application

3.

Perceived stringent requirements for liquor outlets:
a. Location

b. Size and amenities

Belief that there is “too much red tape”

Operate in residential areas — zoning

Ease of operating in owner’s back yard, avoiding costs of additional

property cost

License would impose additional requirements such as infrastructure,

license fees and taxes

8.

Lack of resources and desire to maximise profit

9.

Trading hours not limited if unlicensed

10.Process seen as complicated and drawn-out

11.Rate of success demotivating

12. Difficulty understanding the application process
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» Declined applications:

Records of liquor license applications in the target areas show that the reasons for
the applications being declined included unsuitable premises and incomplete
applications.

This indicates that zoning, facilities and amenities as well as the complicated
process may be barriers to entry into the legal liquor trade.

> Barriers identified in Primary data (survey results):

The questionnaire used in the survey included questions regarding the perceived

barriers to entry into the legal liquor trade (barriers to obtaining a license).

Previously applied for a liguor license

Respondents were asked if they had previously applied unsuccessfully for a liquor
license. The majority of respondents (83%) had not previously applied for a license.
Only 17% had previously applied for a license.

Figure 30: Previously applied for a Liquor License All Areas

Applied for Liquor License previously (All Areas)

Eno Myes
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Figure 31: Previously applied for a Liquor License Paarl East

Applied for Liquor License
previously (Paarl East)

Hno

M yes

In Paarl East, 87% of the shebeen owners interviewed had not previously applied for

a liquor license, but the remaining 13% had previously applied unsuccessfully for a
liquor license.

In Khayelitsha, 80% of the unlicensed liquor outlets indicated that they had never
applied for a liquor license and 20% indicated that they have in the past applied

unsuccessfully for a liquor license or had a liquor license which had expired.

Figure 32: Previously applied for Liquor License  Figure 33: Previously applied for Liquor License

Khayelitsha Nyanga
Applied for Liquor Applied for Liquor License
License previously previously (Nyanga)
(Khayelitsha)

H no M yes Hyes

The outlet interviewed in Nyanga indicated that they had previously applied for a
liquor license.
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It therefore appears that most of the shebeen owners interviewed have not

attempted to obtain a license before.

Knowledge of liguor license requirements:

Respondents were asked if they were familiar with the requirements they had to

meet in order to obtain a liquor license.

The majority of shebeen owners interviewed (68%) indicated that they did not know
what requirements they had to meet in order to obtain a liquor license. Almost a third
of the respondents (32%) felt that they were aware of the requirements to obtain a

liquor license.

Figure 34: Knowledge of liguor license requirements

Knowledge of License Requirements (All
Areas)

H no

Hyes

In Khayelitsha 42% of the outlet owners said that they were aware of the

requirements for obtaining a liquor license and 58% said they were not.
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Figure 35: Knowledge of liquor license requirements Khayelitsha

Knowledge of License Requirements
(Khayelitsha)

Hno

Hyes

In Paarl East 78% of the respondents indicated that they did not know, or were not
familiar with, the requirements necessary to obtain a liquor license. Only 22%
indicated that they were aware of the requirements necessary to obtain a liquor
license.

Therefore, in both Khayelitsha and Paarl East, the majority of the illegal outlet
owners were not aware of the requirements that they had to meet in order to obtain a
liquor license.

Figure 36: Knowledge of liquor license requirements Paarl East

Knowledge of License Requirements (Paarl
East)

Hno

Hyes
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The respondent interviewed in Nyanga was aware of the requirements since this

establishment had applied for a license before.

Figure 37: Knowledge of liquor license requirements in Nyanga

Knowledge of License Requirements
(Nyanga)

M yes

Of all the respondents interviewed more than two-thirds (68%) did not know what

requirements they had to meet in order to obtain a liquor license.

The greatest barrier to obtaining a liquor license:

Respondents were asked what they perceived to be the greatest challenge in
obtaining a liquor license. The interviewers explained the requirements to those who
were unaware of the requirements and then asked them what they felt the greatest

challenge would be in order for them to be eligible for a liquor license.

More than half (52%) of all the shebeen owners interviewed indicated that the
greatest obstacle would be to meet the requirements pertaining to the outlet building

or structure.

The biggest challenge identified by 18% of respondents was the perceived
complicated process to apply for a liquor license, and the cost of the application was
indicated by 17% of respondents. The location of the outlet (zoning) was perceived
to be the greatest challenge by 14% of respondents.
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Figure 38: Biggest challenge in obtaining a liquor license All Areas

Biggest Challenge in Obtaining a Liquor
License (All Areas)

M Location
B Structure of Outlet Building
m Complicated Process

B Cost of Application

In Paarl East almost half of the respondents (48%) perceived the structure of the
outlet building to be the greatest barrier to obtaining a liquor license. Nearly a quarter
(24%) felt that the complicated application process was the greatest barrier and 20%
perceived the cost of the liquor license application to be the biggest obstacle.

The location of the outlets was ranked as the greatest challenge by 8% of

respondents in Paarl East.

Figure 39: Biggest challenge in obtaining a liquor license Paarl East

Biggest Challenge in Obtaining a Liquor
License (Paarl East)

M Location
B Structure of Outlet Building
m Complicated Process

B Cost of Application

Page 70



Barriers to Entry into the Legal Liquor Trade
July 2016

HS Business Solutions

In Khayelitsha 56% of respondents identified the structure of the outlet building to be
the greatest barrier to obtaining a liquor license. The second most frequently raised

barrier (19%) was the location (zoning) of the outlet.

The cost of the application was perceived to be the greatest barrier to obtaining a
liquor license by 14% of respondents and the perceived complicated process was

indicated by 11% of respondents.

Figure 40: Biggest challenge in obtaining a liquor license Khayelitsha

Biggest Challenge in Obtaining a Liquor
License (Khayelitsha)

M Location
W Structure of Outlet Building
W Complicated Process

B Cost of Application

-

The shebeen owner interviewed in Nyanga perceived the biggest challenge to

obtaining a liquor license to be the complicated application process.
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Figure 41: Biggest challenge in obtaining a liquor license Nyanga

Biggest Challenge in Obtaining a Liquor I
ense (Nyanga)

H Complicated Process

In both Khayelitsha and Paarl East, four barriers are listed among the greatest
challenges to obtaining a liquor license, namely:

» Structure of the outlet building

» Complicated (application) process

» Cost of a liquor license application

» Location (zoning) of the outlet

The structure of the outlet building is perceived to be the greatest barrier by the

majority of shebeen owners.

The second biggest barrier to obtaining a liguor license:

Respondents were asked what they felt was the second greatest barrier to obtaining

a liquor license.

The responses confirmed the greatest barriers identified in the previous question, but
the results were more evenly spread among the four factors.

The structure of the outlet building was again most frequently raised, as 33% of the
respondents felt it was the second greatest barrier to obtaining a liquor license.
The location of the outlet, and therefore the zoning, was listed by 32% of

respondents as the second greatest barrier to obtaining a liquor license, and 21% of
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respondents felt the cost of the application was the second greatest barrier to

obtaining a liquor license.

Another barrier was the complicated process of obtaining a liquor license, which was
identified as the second greatest challenge in obtaining a liquor license by 14% of

respondents.

Figure 42: Second biggest challenge to obtaining a liquor license, All Areas

Second Biggest Challenge in Obtaining a Liquor I
License (All Areas)

M Location

M Structure of Outlet Building
W Complicated Process

B Cost of Application

Respondents in Paarl East most frequently (45%) listed the location (zoning) of the

outlet as the greatest barrier to obtaining a liquor license.

The cost of the application (26%) and the structure of the outlet building (18%) were
also frequently identified as the second greatest barriers to obtaining a liquor license

in Paarl East.

The perceived complicated process was listed as the second greatest barrier by 11%

of respondents in Paarl East.
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Figure 43: Second biggest challenge in obtaining a liquor license Paarl East

|
| Second Biggest Challenge in Obtaining a Liquor

License (Paarl East)

M Location
B Structure of Outlet Building
W Complicated Process

H Cost of Application

In Khayelitsha 48% of the respondents ranked the structure of the outlet as the

second biggest challenge in obtaining a liquor license.

The location, referring to the zoning, was identified as the second biggest challenge
in obtaining a liquor license by 18% of respondents, and 17% felt the cost of the

application was the second greatest barrier to obtaining a liquor license.

The complicated process of the application was identified by 16% of respondents in
Khayelitsha as the second greatest barrier to obtaining a liquor license. Only 1% of
respondents in Khayelitsha indicated that they had different reasons, namely too

many other existing outlets, for not applying for a liquor license.
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Figure 44: Second biggest challenge in obtaining a liquor license Khayelitsha

Second Biggest Challenge in Obtaining a Liquor
License Khayelitsha

M Location

B Other
m Structure of Outlet Building
B Complicated Process

M Cost of Application

The respondent in Nyanga indicated that the location of the outlet (zoning) was the

second greatest barrier to obtaining a liquor license.

Figure 45: Second biggest challenge in obtaining a liquor license Nyanga

Second Biggest Challenge in Obtaining a Liquor
License (Nyanga)

M Location

The location and structure of the outlets were therefore identified most frequently as
the second greatest barrier to obtaining a liquor license, with the cost of the
application ranking third most commonly cited as the second greatest barrier to
obtaining a liquor license.
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Greatest advantage of having a liguor license:

Respondents were asked what they perceived to be the greatest advantage of
having a liquor license. The objective of the question was to establish what factors

would motivate shebeen owners to obtain liquor licenses.

Half (50%) of the shebeen owners interviewed responded that the greatest
advantage of having a liquor license would be protection from intimidation. These
responses confirm literature that cites that many illegal outlets are intimidated by the

police and have to pay “protection money”.

A third of respondents (33%) noted that the greatest advantage of having a liquor
license would be “no fear of raids.” Cheaper stock (as they can then be supplied by
SAB) was listed as the greatest advantage of having a liquor license by 15% of
respondents. Only 1% of shebeen owners considered community expectations to be
the greatest advantage of having a liquor license and less than 1% listed other

reasons (Paarl East).

Figure 46: Greatest advantage of having a liquor license, All Areas

Greatest Advantage of having a Liquor License
(All Areas)

B Other
B Cheaper Stock
Protection from Intimidation

B Community Expectations

H No Fear of Raids

In Paarl East 66% of respondents considered the greatest advantage of having a

liquor license to be protection from intimidation. Almost a third (30%) felt that the
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greatest advantage was not having to fear raids, and 3% listed cheaper stock as the
greatest advantage of having a liquor license. One shebeen owner (1%) responded

that “income tax” was the greatest advantage of having a liquor license.

Figure 47: Greatest advantage of having a liquor license Paarl East

Greatest Advantage of having a Liquor
License (Paarl East)

B Other

M Cheaper Stock
M Protection from Intimidation

B No Fear of Raids

Respondents form Khayelitsha jointly (35% each) listed being protected from
intimidation and not having to fear raids as the greatest advantages of having a
liquor license. Community expectations was listed as the greatest advantage by 3%

of shebeen owners interviewed in Khayelitsha.

Figure 48: Greatest advantage of having a liquor license Khayelitsha

Greatest Advantage of having a Liquor
License (Khayelitsha)

B Cheaper Stock
B Protection from Intimidation
m Community Expectations

B No Fear of Raids
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The shebeen owner interviewed in Nyanga felt that not having to fear raids was the

greatest advantage of having a liquor license.

Figure 49: Greatest advantage of having a liquor license Nyanga

Greatest Advantage of having a Liquor
License (Nyanga)

B No Fear of Raids

Greatest disadvantage of having a liguor license:

In order to establish factors that deter shebeen owners from applying for a liquor
license, the respondents were asked what they perceived to be the greatest
disadvantage of having a liquor license.

The most frequently (55%) raised factor was regulated hours. The analysis of trading
times of the shebeens in the selected sample revealed that they most likely trade on
demand around the clock. Restrictions in terms of trading times could therefore

negatively impact on sales volumes.

License fees were identified as the greatest disadvantage of having a liquor license
by 19% of respondents. Income tax was listed as the greatest disadvantage by 11%
of shebeen owners interviewed, and regulated prices was identified by 8% of
respondents. Regulated sales requirements was identified as the greatest
disadvantage of having a liquor license by 6% of the shebeen owners interviewed.
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Figure 50: Greatest disadvantage of having a liquor license, All Areas

I —
I Greatest Disadvantage of having a Liquor
License (All Areas)

M License Fees

B Regulated Hours

H Regulated Price

B Regulated Sales Requirements

B Pay Income Tax

1 Raids and Police intimidation

Figure 51: Greatest disadvantage of having a liquor license Paarl East

Greatest Disadvantage of having a Liquor
License (Paarl East)

M License Fees
B Regulated Hours
H Regulated Price

M Regulated Sales Requirements

B Pay Income Tax

In Paarl East, 39% of respondents felt that the greatest disadvantage of having a

liquor license was the regulated hours. License fees was identified as the greatest
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disadvantage by 35% of respondents and 23% reported that income tax was the

greatest disadvantage of having a liquor license.

Regulated price was listed by 2% of respondents, and 1% of shebeen owners
interviewed in Paarl East reported that regulated sales requirements was the

greatest disadvantage of having a liquor license.

Figure 52: Greatest disadvantage of having a liquor license Khayelitsha

Greatest Disadvantage of having a Liquor
License (Khayelitsha)

M License Fees
M Regulated Hours
M Regulated Price

M Regulated Sales Requirements

The shebeen owner interviewed in Nyanga listed raids and police intimidation as the

greatest disadvantage of having a liquor license.

Figure 53: Greatest disadvantage of having a liquor license Nyanga

Greatest Disadvantage of having
a Liquor License (Nyanga)

M Raids and Police
intimidation
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Summary:

1.

Most respondents were uncertain about the requirements for obtaining a liquor
license.
The majority of shebeen owners interviewed had not applied for a liquor
license before.
Respondents regarded the greatest barrier to obtaining a liquor license to be
the structure of the outlet building, with 52% of respondents confirming that it
is the greatest barrier to obtaining a liquor license.
The location of the outlet, complicated process and cost of the application
were also frequently named as the greatest challenge in obtaining a liquor
license.
The shebeen owners interviewed identified either of the following as the
second greatest barrier to obtaining a liquor license:

> Location of the outlet

» Complicated application process

» Structure of the outlet building

» Cost of the application
Half of the shebeen owners interviewed said the greatest advantage of having
a liquor license is protection from intimidation. A third of the respondents
indicated that not having to fear raids by the police was the greatest

advantage of having a liquor license.

. Regulated trading hours was the greatest disadvantage of having a liquor

license to 55% of respondents.

8. The results of the primary data confirm the secondary data (archival study).

9. Although only one respondent from Nyanga was interviewed, there is a strong

correlation between the results from Paarl East and Khayelitsha, which

indicates theoretical saturation.
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6.3. Alternatives to running a shebeen:

Respondents were asked, if they had the opportunity, if they would prefer to have
another type of business instead of a shebeen. The objective of the question was to
establish whether shebeen owners would be interested in starting an alternative

business.

Just over half (51%) of respondents indicated that they preferred to run a shebeen
and would not be interested in an alternative business opportunity. Six percent (6%)
of the respondents already had another business in addition to their shebeen and
13% indicated that they would prefer to start another business instead of a shebeen.

Figure 54: Percentage of respondents who would prefer another type of business, All Areas

Prefer another Business (All Areas)

H No
H Yes

W Already another Business

J—

In Paarl East, 55% of shebeen owners interviewed said that they do not want to start

an alternative business and 5% already had a second business. Forty percent (40%)
of respondents indicated that they would prefer to start another business if they had

the opportunity.
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Figure 55: Percentage of respondents who would prefer another type of business Paarl East

Prefer another Business (Paarl East)

H No

H Yes

1 Already another Business

¥
In Khayelitsha 47% of shebeen owners interviewed said that they were not

interested in starting an alternative business and 8% already had other businesses in

addition to their shebeens. Less than half (46%) of respondents indicated that they

would prefer another business instead of a shebeen.

Figure 56: Percentage of respondents who would prefer another type of business Khayelitsha

Prefer another Business (Khayelitsha)

H No

M Yes

m Already another Business
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The respondent interviewed in Nyanga was not interested in starting another
business

Figure 57: Percentage of respondents who would prefer another type of business Nyanga

Prefer another Business (Nyanga)

H No

| . 4

The results of the survey indicate the majority of shebeen owners are not interested

in closing their shebeens and exploring alternative business options.

Alternative ways of earning an income:

Respondents were asked how, in the event of their shebeens closing for business,
they would earn an income. The objective was to establish what shebeen owners

would do to generate income if their shebeens were to be shut down.

The responses varied, but most (29%) unfortunately felt that they had no other
options. Nineteen percent (19%) indicated that they would do piecemeal work, 13%
said they would consider entering the taxi industry and 12% responded that they
would open a spaza shop.

Opening a butchery (8%), living off a social grant (6%), selling food (5%) and selling
clothes (2%) were also listed as options. One percent (1%) of respondents indicated
that they would resort to begging to make a living.
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Figure 58: Alternative ways of earning an income, All Areas

Alternative Ways of Earning Income (All Areas)
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In Paarl East, piecemeal work (31%) was the most popular option, followed by “no
other option” (24%), entering the taxi industry (21%), living off a social grant (9%)
and opening a spaza shop (5%). One percent (1%) of respondents interviewed in

Paarl East indicated that they would turn to selling drugs to generate an income.
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Figure 59: Alternative ways of earning an income Paarl East

Alternative Ways of Earning Income (Paarl East)
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Of the shebeen owners interviewed in Khayelitsha, 35% felt that they had no other
options. Opening a spaza shop (18%), running a butchery (14%), selling food (9%)
and doing piecemeal work (8%) were also popular options in Khayelitsha.

Figure 60: Alternative ways of earning an income Khayelitsha
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The shebeen owner in Nyanga reported no desire to start another business.

Figure 61: Alternative ways of earning an income Nyanga
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The results indicate the most shebeen owners feel that they have no other options,

which confirms their reasons for starting the shebeen in the first place.

Stumbling blocks to starting a new business:

Respondents were asked what they perceived to be stumbling blocks to starting a

new business.

The vast majority (81%) of respondents indicated that financial restraints was the

main stumbling block to starting a new business and 5% said they required business

skills to start a new business.

Six percent (6%) reported that there were no stumbling blocks and that they did not

want to start another business.

Page 87



Barriers to Entry into the Legal Liquor Trade

July 2016

HS Business Solutions

Figure 62: Stumbling blocks to starting a new business All Areas
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In Paarl East the majority of shebeen owners interviewed (78%) listed financial

constraints as a stumbling block for starting a new business, 7% reported no

stumbling blocks and 5% required business skills in order to start a new business.
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Figure 63: Stu

mbling blocks to starting a new business Paarl East
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Results in Khayelitsha were similar to Paarl East, with 85% of respondents listing

financial constraints as a stumbling block, 4% reporting no stumbling blocks and 3%

indicating that they required business skills to start a new business.

Figure 64: Stumbling blocks to starting a new business Khayelitsha
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The respondent in Nyanga reported no stumbling blocks to starting a new business.

Figure 65: Stumbling blocks to starting a new business Nyanga
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Support required to start a new business:

Respondents were asked what support they would require to start a new business in

order to establish their needs to enter another sector of the economy. The results

confirm their needs, as the majority (69%) indicated that they required money and

stock (working capital) and 21% reported a need for training and information

(business skills).

Figure 66: Support required to start a new business All Areas
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In Paarl East, money and stock (working capital) was the most frequently reported

need (75%), followed by training and information (12%).

Figure 67: Support required to start a new business Paarl East
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Money and stock (working capital) was the most frequently reported need (63%) in

Khayelitsha, followed by the need for training and support (30%).

Figure 68: Support required to start a new business Khayelitsha
N
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The respondent in Nyanga reported no requirements in terms of support to start a

new business.
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Figure 69: Support required to start a new business Nyanga
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6.4. Location of shebeens:

The survey was focused on specific geographic areas in order to locate and record
as many as possible, if not all, the shebeens in the targeted areas. The GPS co-
ordinates of the shebeens were recorded and plotted on a map of the area. A table

of the GPS co-ordinates is annexed to the report.

In addition, licensed outlets were also plotted on the maps to indicate the spread of
legal versus illegal outlets. In Paarl East, the survey was focused on Greenfields,
Smartietown, Lonwabo, Milkytown and Sihahlahla. A total area of 680,000m2 was
covered and 100 shebeens were located and the owners interviewed. In the focus
area in Paarl East, 1 shebeen per 6,800m2 was recorded. Only one licensed outlet

was located in the focus area in Paarl East.
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Map 1: Paarl East
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In Khayelitsha, the survey was focused on Greenpoint, Makhaya and Town 2.

A total of 103 shebeens were located and the owners interviewed in an area of
1,500,000m2. Therefore, 1 shebeen per 15,000m2 was recorded. Five (5) licensed
outlets were recorded in the focus area in Khayelitsha.
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Map 2: Khayelitsha: Greenpoint; Makhaya; Town 2
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Due to the prevailing violence in Nyanga during the time of the research, it was not
possible to record the locations of shebeens in Nyanga as shebeen owners were

interviewed in the safety of the Lusaka community hall.

7. CONCLUSION

The shebeens in the focus areas are generally established businesses and mostly
owned by individuals between 41 and 50-years-old. The majority of respondents
indicated that they started the shebeens out of need, because they had no other

income options.

The average shebeen in our sample creates employment for 2 people and trades

around the clock in residential areas.
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Beer is sold at most of the shebeens, followed by wine and spirits. Relatively few

shebeens sell traditional beer, known as umgombothi.

The majority of shebeens in the sample sold less than 50 crates of 750ml beer per
week and can therefore be classified as low volume outlets. Alcohol is mostly sold
for consumption on the premises and just over half provide some form of
entertainment at the establishment.

More than two-thirds of respondents indicated that they would like to obtain a liquor
license, if possible. Most shebeen owners interviewed had not applied for a liquor
license before and many indicated that they were not familiar with the requirements

they had to meet in order to obtain a liquor license.

Results rank the greatest barriers to entry into the licensed liquor trade are, as
follows:

1. The structure of the outlet building

2. Complicated process of applying for a liquor license

3. The cost of the application

4. The location of the outlet (zoning)
The factors ranking first and third most frequently reported as the greatest barriers to
obtaining a liquor license, both pertain to the financial burden of obtaining a liquor
license. These include the expenses to ensure compliance in terms of the outlet

structure and amenities, and the actual cost of the application.

The second and fourth ranked factors seen as the greatest barriers to entry, namely
the complicated application process and zoning of the premises, relate to factors

beyond the control of the shebeen owners.

The second biggest challenge reported, ranked as follows:
1. Structure of the outlet building
2. Location of outlet (zoning)

3. Cost of the application
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4. Complicated application process

The second greatest barriers were therefore the same as those identified as the

greatest barrier to obtaining a liquor license.

Respondents identified the greatest advantage of obtaining a liquor license as
protection from intimidation, and the greatest disadvantage as restricted trading

hours.

The results from the survey (primary data) are similar in all the targeted areas and

confirm the archival study (secondary data).

Less than half of respondents indicated that they would be interested in pursuing
other business opportunities as alternatives to running a shebeen. The most
frequently reported obstacle to starting a different business was reported to be the
financial means to start a new business. The most frequently reported form of

support required was working capital, followed by training.

The majority of shebeen owners felt that they had no other income options other
than the shebeen, and would be left without any means to make a living if their
shebeens were to be closed. Other alternative income options reported included
piecemeal work, entering the taxi industry or starting a butchery. Some respondents
indicated that they would live off social grants or resort to selling drugs or begging if

their shebeens were closed down.

The lack of accessible employment opportunities and poor recreational facilities drive
opportunistic liquor retailing in unlicensed shebeens. The basic solution lies with

employment, quality housing and basic services.

Structural improvements such as environmental amenities and neighbourhood watch

may provide the answer to responsible drinking. Structural interventions must include
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recreational provision as alternatives to shebeens and employment opportunities to

create productive alternatives to drinking.

8. RECOMMENDATIONS

“The informal liquor market arose in response to the demand among black South
Africans for access to liquor and especially, within their sites of residence. The
informal liquor market was thus directly influenced by discriminatory racial laws that
sought to reduce the number of venues where black persons could acquire liquor
and also the forms of liquor they could purchase. At the local level, shebeens fulfil a
role as both drinking establishments and public spaces in which people could meet
and socially interact. The proliferation of many small, home-based micro-enterprises
selling liquor reflects the highly localised nature of demand, where people are neither
willing nor able to travel outside of their neighbourhoods to obtain liquor.” (Charman,
A, Petersen, L and Piper, L, 2013).

It is clear that informal liquor traders (shebeens) are a reality of modern townships
and will most likely prevail. The survey conducted confirms that the majority of outlet
owners interviewed have the desire to obtain a liquor license, have not previously
applied for a license and have little knowledge of the requirements for a liquor

license.

The regulation of illegal liquor outlets, however, presents a dilemma. The inclusion of
these outlets within the regulatory framework would allow for the enforcement of
trading conditions, including restrictions on under-age drinking and trading hours.
Their regulation would, however, require acceptance of their spatial location, with
most of these outlets being situated in the heart of residential areas of economically
marginalised communities. The land use in those areas is deemed residential and
business activities are usually not permitted. To regulate illegal liquor outlets would
also entail tolerance or acceptance of a type of business that other interest groups,

such as religious groups, are opposed to.
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The data collected in the current survey confirms the following as the biggest
challenges that informal liquor traders face in obtaining a liquor license:
e The structure of the outlet building
e The location of the outlet
e Complicated application process

e Cost of the application

The structure of the outlet building

Most of these structures do not adhere to regulations on building standards and
informal trade. These structures include shacks built from corrugated iron, metal
shipping containers and informal timber structures. Many of these structures serve

both as a home and a business.

Policy makers need to acknowledge the differences between township and suburban
residential areas. It might not be possible to replicate middle class suburbs, where
business and residential use are segregated in homogenous neighbourhoods, in

townships.

Compliance with current regulations is practically impossible for most of the informal
liquor traders. To address this challenge to comply with current regulations, it will be

necessary to amend regulations to be more flexible and accommodating.

A possible remedy to this stumbling block will be to ease restrictions and
requirements to allow for a structure that has at least a foundation, is adequately
ventilated, allow for sufficient light to enter and have access to toilets and hand
basins for sanitation purposes. Preferably the structure must be connected to the
municipal network, have electrical and plumber certificates, and provide for adequate

storm water drainage.

Possible exclusions will be temporary shipping containers and informal timber

structures.
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Regulations should also allow for a “house tavern” where retail trade (the sale of
alcohol and possible consumption of alcohol by customers on the property)
conducted from a dwelling, by one or more occupants that reside on the property,
will be allowed, on condition that the dominant use of the property must remain for

the living accommodation of the occupants.

These “house taverns” can be regulated by restricting the extent of the total area
used for a house tavern and requiring that the property must contain a dwelling unit
which must be occupied by the proprietor of the house tavern. Regulations may
require structural alterations for fire and health reasons. Permission to operate a
house tavern can be granted to a particular operator, operating from a particular
property, and will not be transferable. House taverns might not be permitted in flats

or municipal rental units or allowed to encroach upon public open spaces.

The specific standards and regulations should be locally negotiated between
shebeen owners, community organisations, local authorities and local police. The
uniform enforcement of regulations in all areas is not feasible given the unique

character of each township.

The location of the outlet

The Western Cape Liquor Act, 4 of 2008 as amended, attempts to integrate land use
management and liquor licensing, effectively giving local authorities a bigger role to

play in the formalising of shebeens.

Land zoning at the neighbourhood level plays a critical role in enabling access to
markets and permitting business activity. Urban planning therefore needs to
acknowledge the emerging dynamic of township business and informal economy at

the local level.

Spatial development and land use management have a major impact on shebeens
as they determine where alcohol outlets may be located. Current zoning restrictions

and regulations disqualify most shebeens from obtaining a liquor license.
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Municipalities are currently required to assess the suitability of the proposed location
and get feedback from the affected community. This feedback must be taken into
account when making recommendations to the Western Cape Liquor Board. The
desirability of a tavern or shebeen should be evaluated within the context of the

neighbourhood in which it is located.

Regulations should be more flexible. Policy makers should accept that uniform
enforcement of regulations in all areas is not feasible, and negotiate standards and
regulations locally between shebeen owners, community organisations, local
authorities and local police. Accords between licensees, police, local authorities and
the community should also be established.

Shebeens should be encouraged to relocate to nodes and corridors where possible.
These small business nodes in residential areas should be located along the existing
activity corridors and high order public transport routes. This must be undertaken
together with the creation of mixed-use nodes in townships, giving residents access

to a range of recreational options in safer urban environments.

Temporary departures from the zoning scheme can be allowed for a specific period
of time as a transitional measure. Thereafter, municipalities should consider
amending the applicable town planning scheme/s to allow for the legalising of
unlicensed shebeens. This will allow for the establishment of “house taverns” where
the sale of alcohol and the consumption of alcoholic beverages by customers on the
property will be permitted from a dwelling house or outbuilding, provided that the
dominant use of the dwelling house shall remain for the living accommodation of a

single family.

The house tavern is not intended to allow for the establishment and operation of
formal businesses on residential properties, or for these properties to be rented out
for such purpose. House taverns will only be allowed by a municipality as a socio-
economic intervention to assist residents in townships to improve their lives through

entrepreneurial development, and not to afford formal business rights to a residential
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property. Only the owner or registered tenant of the main house on the property will
be allowed to operate the tavern. This means that the operator cannot be an outside

person who rents only the tavern space from the owner or tenant.

The position of shebeens and taverns should be strictly regulated, especially in close
proximity to schools and places of worship. A house tavern may also not be
permitted on a property if the use is in conflict with a restriction contained in the title

deed of that property.

The number of house taverns located within a residential area should be restricted to
protect the residential character and protect the residents’ rights to a quality human-
friendly living environment. Negative impacts on the amenities and rights of
surrounding neighbours must be minimised through accords, which include a code of

conduct, between the tavern owner and the community.

The house tavern must comply with health regulations and other applicable
legislation, and the municipality can impose any additional conditions it deems

necessary.
Existing unlicensed shebeen owners whose establishments are located in desirable
locations must be encouraged to legalise their activities and operate within the

regulated framework.

Complicated application process

Many shebeen owners regard the application process as a complicated formal
system, and are daunted by the stringent current legal requirements. The current
survey also indicated that very few shebeen owners have knowledge of the

requirements for a liquor license.

The formalisation of the license criteria needs reconsideration to ensure that

shebeens are not automatically excluded from opportunities to trade legitimately.
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The application process is complicated by the dual process of public participation for

the liquor license and the town planning application.

Shebeen owners should be identified that are willing to participate and wish to obtain
a liquor license. An extensive educational program should be launched to educate
these owners and inform them of the requirements for a liquor license. They should
be assisted and guided to enable them to comply therewith.

The application process should be shortened and simplified. A simple process with
applications being processed by the Local Authority, who will guide and assist

applicants, is preferable.

Prospective applicants should be educated regarding the potential health and social
hazards attendant upon the sale and consumption of liquor. Compulsory training,
which will be focused on specific aspects and provisions of the legislation, may be

introduced as a requirement to obtaining a license.

Cost of application

The current cost of the application for a liquor license excludes prospective
applicants and might even favour gang members who use taverns as a front for drug

trafficking and prostitution.

Vouchers can be issued to potential applicants that will entitle them to a reduced fee
and assistance with the application process. Prospective applicants will have to
register for business tax with the South African Revenue Services to make them

eligible for the voucher.
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APPENDICES

LIQUOR SALES QUESTIONNAIRE

Name of the Interviewer (if the app does not automatically capture this):

Name of the outlet:

Name of the respondent:

Date of interview (if the app does not automatically capture this):

Area:

Location/ GPS co-ordinates:

When (what year) did you start the business?

The purpose of this question is to establish how long the business has been trading/ age of the
business

What is your position in the business?

e Owner
e Manager
e Employee
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e Family/Friend of the owner
Why did you decide to start selling liquor/alcohol?

The objective of this question is to find out why the owner started the shebeen

e To earn anincome, as | could not find other employment

e | left my job, because | could earn more selling alcohol

e To earn an additional income to supplement my job earnings
e | identified an opportunity in the market to start a shebeen

What alcoholic drinks do you sell?

Beer
Wine
Spirits
Local brew
Other

How do you get your supplies?

| collect

It is delivered by a local distributor
It is delivered to me by the producer
Other

How many cases/crates of 750ml beer bottles do you sell per week?

This question is to establish how many cases of beer and not individual beers a respondent sells in a
week.

Between 1 and 50 cases per week
Between 50 and 100 cases per week
Between 100 and 200 cases per week
Between 200 and 480 cases per week
More than 480 cases per week

What is the turnover (total amount of sales — not profit) of your shebeen every week?

We want to know the value of the alcohol sold at the shebeen per week. Not only the profit.
e 0—-R 5000 per week
e Between R 5000 and R 10 000 per week
e Between R 10 000 — R 20 000 per week
e More than R 20 000 per week

Page 106



Barriers to Entry into the Legal Liquor Trade
July 2016
HS Business Solutions
How many people do you employ at your shebeen?

We want to know the number of employees that work at the shebeen.

What type of outlet is this?

On-site consumption

Off-site consumption
Distributor

Take-away (alcohol and food)
Retailer

Do you sell food for on-site consumption as part of your business?

e Yes
e NoO

Do you offer entertainment such as music/dancing/TV at your business?

e Yes
e NoO

What times do you open and close your business most days?

The purpose of the question is to establish normal trading hours.

What is the gender of the customers at your establishment?

We want to find out if the customers are mostly men or women.

Mostly male (more than 50% men)
Mostly female (more than 50% women)
Equal numbers of men and women
Only men (100% men)

What is the age of most of your customers?

This question is to establish how old the average customer is.

e Younger than 25 years
e Between 25 and 34 years
e Between 35 and 45 years
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e Older than 45 years
Would you want to obtain a liquor license?

This question is to find out if they would like to have a license or if they do not want one.

e Yes, if possible
e NoO

Have you applied for a liquor license or tried to apply before?

This question is to find out if they have tried to obtain a license before.

e Yes
e NoO

Do you get support from alcohol producers?

E.g. SAB: support such as fridges, glasses, TVs

e Yes
e NoO

What is the most popular drink sold at your business?

What is the cheapest alcoholic drink, and its price, for sale at your outlet?

How much do you charge for a 750ml bottle of Black Label?

Do you know what the requirements are to obtain a liquor license?

We want to find out if they know what the rules are to get a liquor license.

e Yes
e NoO

What is the biggest challenge preventing you from obtaining a liquor license?

We want to find out what is greatest obstacle preventing them from getting a license.
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Complicated application process

Cost of the application

The structure of the venue — my business is not in a formal building
Location of the shebeen - my business is located at my house
Other

If you selected “Other”, please give details:

What is the second biggest challenge preventing you from obtaining a liquor license?

We want to find out what the next greatest obstacle preventing them from getting a license is.

Complicated application process

Cost of the application

The structure of the venue — my business is not in a formal building
Location of the shebeen — my business is located at my house

Other

If you selected “Other”, please give details:

In your opinion, what is the greatest advantage of having a liquor license?

We want to know what the respondent thinks is the best reason to have a license.

Buy stock cheaper directly from brewery

No fear of raids

Protection from intimidation by police

The community expects me to have a license

What is the greatest disadvantage of having a liquor license?

We want to know what would be the greatest disadvantage of having license.

Regulated hours

Regulated prices

Regulated sales requirements
License fees

Would you prefer to have another business instead of a shebeen?
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e Yes, if | could start another business | would close the shebeen
e No, | prefer to run a shebeen
e | already have another business (not a shebeen)

What do you do to ensure the safety of your customers?

If you were not running this business, how else would you earn an income?

What would be the key stumbling block(s) to you starting a new business?

What type of support would you require to start a new business?

Remember to take a picture of the outlet, if possible.

Remember to capture the GPS co-ordinates.
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Geopoint:Latitude

Geopoint:Longitude

-34.0443791387

18.6805568177

-34.0445083883

18.6789305402

-34.0430311462

18.6779671992

-34.0424468775

18.6781058028

-34.0409985653

18.6774596290

-34.0410098159

18.6783706832

-34.0425307681

18.6776522042

-34.0431411361

18.6803170769

-34.0428724574

18.6798721370

-34.0425754230

18.6798026958

-34.0432074735

18.6798594449

-34.0434466448

18.6798481658

-34.0416599354

18.6803843912

-34.040822359448015

18.680713308848194

-34.04090237757808

18.679328429060476

-34.040052478072674

18.678182386779575

-33.70198516001344

18.99777824444842

-33.701966921446285

18.998780263404957

-33.70213115112016

18.998624526709577

-33.700537923832

18.999284098591044
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Barriers to Entry into the Legal Liquor Trade

July 2016

HS Business Solutions

-33.70112730737793

18.9989239602264

-34.04151719342035

18.679729124389702

-34.0434345780534

18.681519176820412

-33.70373405164553

18.99920637236172

-34.04243493515539

18.68110371432299

-33.702258973883374

19.000809171379103

-33.69963851870924

18.999675010645937

-33.702807841769776

19.000984992434937

-33.700264588394674

18.999923699513086

-33.70399889283318

19.00026109608873

-33.70014452339636

19.00178724454799

-33.70356550831585

18.99991425159477

-33.698991894668296

19.00222080916101

-33.70394347875771

18.999171676905295

-34.04150015807939

18.68225610158707

-34.04205131965078

18.683380171908862

-34.041531722342505

18.682982050041204

-34.04385215414773

18.6838736844624

-34.04317492744547

18.68279160161811

-34.04463722746438

18.68244284514798

-34.03874668793182

18.68011210289154

-34.04146831957962

18.68202583512139
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Barriers to Entry into the Legal Liquor Trade

July 2016

HS Business Solutions

-33.701987529276764

18.99781516596715

-33.70191834024708

18.997155043328124

-33.702757890789584

18.99926269683364

-33.70273905138711

-33.70316435314254

18.999953584555044

-33.7002017582092

18.99899348674542

-33.70187288892089

18.99998197145404

-33.70099415962725

19.003407196027908

-33.70094313907433

19.003126727334728

-33.70204246936302

19.001098336127654

-33.70085714572341

19.003155170756425

-33.701143621983185

19.000283680775585

-33.69980961339076

19.00282680697308

-33.7002618087042 1

9.00208388444675

-33.699124659854654

18.9999646275317

-33.699307147512265

19.00114854024267

-33.70287291102371

19.00364246373734

-33.70174961378486

19.002476140303965

-33.701953579014734

19.002868394012403

-33.70178405947204

19.003470185745133

-33.703759974250126

18.99982533856368

-33.70253712670709

19.000319512031012
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Barriers to Entry into the Legal Liquor Trade

July 2016

HS Business Solutions

-33.70242771543549

18.998908057869826

-33.702396830625915

18.99935508495897

-33.702460122139286

18.99949317210368

-33.69999115862362

19.001577324243673

-33.70192379601708

19.005675784610926

-33.69999663190411

19.003375938816184

-33.69918754437273

19.003624325816606

-33.69888333445605

19.003760964146565

-33.701101228784665

19.003868078620727

-33.69964100151035

19.00519944784647

-33.69920103215338

19.004097050591742

-33.6996820882916 1

9.004382727925442

-33.701826621534615

18.997945804953687

-33.70204153548324

18.99821635776051

-33.70234208482496

18.998997876475336

-33.702263138707856

18.998620759090358

-34.043973307653765

18.681389012931856

-33.70261054085463

18.999872631290483

-34.04207289090971

18.68074866055548

-33.70114660492224

19.000622531639355

-34.04282589707404

18.681473373378026

-33.6985231292769 1

9.007439642711653
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Barriers to Entry into the Legal Liquor Trade

July 2016

HS Business Solutions

-34.0413907770975 1

8.679744972743187

-34.0443527967189 1

8.680243206055728

-33.698255433299046

19.007285560159342

-34.044193635245094

18.6801817562764

-34.044167487128185

18.679827201445676

-33.70116664966882

19.001028976704973

-33.69857552264625

19.004306687912717

-33.70120961985732

19.00199936757431

-33.69893198126124

19.004355072038244

-33.70266140856734

19.003344143836784

-34.04378452773396

18.680941660263713

-33.697918455710905

19.00406123249544

-33.69717055883098

19.004663045565305

-33.70049812033866

18.99914134857368

-33.701124943880316

19.00625877308065

-33.70083194542916

19.006302268313636

-33.70036072726262

19.006672085331598

-34.0443068936

18.6812492085

-34.0443680404

18.6827601550

-34.0439236928

18.6815197772

-34.0395455202

18.6843949503

-34.0410430614

18.6860099821
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Barriers to Entry into the Legal Liquor Trade

July 2016

HS Business Solutions

-34.0423851812

18.6888208197

-34.0421358560

18.6884980606

-34.0429961233

18.6846578189

-34.0392839220

18.6846614641

-34.0411210571

18.6871106507

-34.0425565965

18.6888286849

-34.0437065051

18.6866140775

-34.0427912978

18.6844237568

-33.7020591791

19.0000073886

-33.7015182243

18.9996933126

-33.7013353948

19.0012768629

-33.7016967225

19.0051521325

-33.7028027728

19.0034121371

-33.7018133871

19.0058818018

-33.7022874769

19.0079574243

-33.7017432524

19.0066533641

-33.7009593154

19.0058198876

-34.0419481455

18.6843703962

-34.0397221546

18.6776825363

-34.0428872066

18.6846927602

-34.0424575693

18.6849170387

-34.0411923461

18.6763763095
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Barriers to Entry into the Legal Liquor Trade

July 2016

HS Business Solutions

-34.0430931823

18.6860905627

-34.0398756948

18.6783867064

-34.0472248976

18.6827384728

-34.0452649659

18.6807872797

-34.0405493289

18.6812019691

-34.0423465161

18.6835156397

-34.0427063876

18.6840508504

-34.0416346107

18.6804625388

-34.0411528605

18.6834107652

-34.0416857747

18.6846801619

-34.0427991542

18.6853996888

-34.0431177286

18.6805600880

-34.0441897189

18.6815169503

-34.0432451509

18.6805383209

-34.0414362187

18.6798052684

-34.0446848065

18.6910805496

-34.0460937426

18.6897439891

-34.0442356491

18.6882447193

-34.0438087088

18.6902078210

-34.0442140426

18.6912288155

-34.0452410838

18.6916860652

-34.0453539463

18.6921401580
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Barriers to Entry into the Legal Liquor Trade

July 2016

HS Business Solutions

-34.0464333704

18.6907604618

-34.0443577633

18.6884633476

-34.0367912036

18.6798614894

-34.03664 75778

18.6796010071

-34.0333854704

18.6778405118

-34.0283466643

18.6759409104

-34.0304492050

18.6764073763

-34.0340144623

18.6777285606

-34.0373361995

18.6801982425

-34.0340077532

18.6777753052

-34.0322300306

18.6770810378

-34.0306811980

18.6756338329

-34.0331157013

18.6774890535

-33.7008251416

19.0052554445

-34.0421969233

18.6876445599

-34.0426611405

18.6881823240

-34.0431372153

18.6888193918

-34.0420105558

18.6845457394

-33.6950880540

19.0014461239

-33.6969220532

18.9998974505

-33.6959561847

19.0024916699

-33.6969162214

18.9997134252
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Barriers to Entry into the Legal Liquor Trade

July 2016

HS Business Solutions

-33.7060847720

18.9981055391

-33.7017231635

18.9979888650

-33.7022443297

18.9986590542

-33.7021455229

19.0024636442

-33.7026526815

19.0014669202

-34.0413197766

18.6809485662

-34.0404646837

18.6804160154

-34.0408575529

18.6809156372

-34.0404866488

18.6812578781

-34.0412842774

18.6808075762

-34.0413210519

18.6807387769

-34.0364619220

18.6798067859

-34.0337739804

18.6792067110

-34.0330899024

18.6795638361

-34.0414166823

18.6806474280

-33.7004975645

19.0065229990

-33.7009933537

19.0068788877

-33.7009545970

19.0068594652

-33.7020622858

19.0030448695

-33.7029409691

19.0030059652

-33.7018570550

18.9972589296

-33.7020782644

18.9943110550
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Barriers to Entry into the Legal Liquor Trade

July 2016

HS Business Solutions

-33.6980134126

19.0076299878

-33.6990120176

19.0061462060

-33.6991211219

19.0052612959

-33.6986538323

19.0072576116

-33.6955662098

19.0062303941

-33.6972091871

19.0065283961
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