
self-employment in the informal economy, 

at least in the home-based trade sector. 

Despite our work showing South Africans 

to be largely price-competitive with foreign 

nationals, there are new business dynamics 

emerging relating to foreign nationals 

becoming increasingly vertically integrated 

into the wholesale sector, labour practices 

and the rising trade in contraband and 

counterfeit products. 

While such challenges extend far 

beyond the matter of the closure of South 

African spaza shops, it is important not to 

forget that South African outlets not only 

address unemployment and poverty, but 

also provide an entrepreneurial learning 

experience and the transfer of business 

skills to younger generations. 

South African spaza shops also reflect  

a business dynamic relevant to local society 

– with local shopkeepers (commonly 

mothers and grandmothers) playing an 

important cohesive role in community 

dynamics. This rapid demographic  

change favouring a new class of business 

owner brings about new challenges for 

With potentially 50% of South 

Africans living within the township 

context, spaza shops that serve these 

residents with daily grocery needs are 

widespread residential-based entities. 

These small shops trade products such 

as bread, milk, grain staples, oil, cool-

drinks, soap, cigarettes and alcohol. 

The great majority of spaza shops are 

unregistered, cash-based informal 

businesses. 

Few studies of the spaza trade at a national 

scale have been made or published. Nielsen 

(2016) have suggested that the sector 

has 134 000 “traditional trade” outlets 

amounting to R46 billion per annum in 

turnover, with potentially 40% of all food 

retailed through these and other informal 

retail outlets (Trade Intelligence 2018). 

However in recent years there has been 

considerable change in the sector with 

the emergence of a new class of foreign-

national entrepreneurs (particularly Somali, 

Ethiopian and Bangladeshi nationals) 

establishing a market presence in the 

sector. The impact of this demographic 

change has been widely reported and 

stimulates considerable and polarised 

debate on the merits or demerits of these 

emerging dynamics for South African 

township business, consumers and society 

at large. 

The scale and rate of change
Our research in the Delft township of Cape 

Town identified that an emerging class of 

entrepreneurial grocery retailers have taken 

advantage of spatial opportunities in the 

township context. 

These businesses have taken on a range 

of competitive strategies such as collective 

buying, price discounting and accessing 

increasingly efficient distribution networks. 

Furthermore, this new generation of shops 

had multiple owners and were largely 

employee operated. 

We found in our panel study of Delft 

South (2010 – 2015) that the proportion 

of South African-operated spaza shops 

decreased from 50% to 18% of all outlets 

from 2010 to 2015.

Why should this change matter?
Research suggests that the general spaza 

sector is changing at such a rapid rate 

that it may have a significant and lasting 

negative impact on entrepreneurship and
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Regulation is required for retail grocery trading in the townships  
to ensure that businesses that are large enough to formalise  

are indeed formalised.

South Africa’s changing  
informal retail grocery landscape

● Foreign (116)
● South African (25)
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community cohesion, business operational legalities and the right 

to livelihoods. As such, a levelled playing field is required.

Regulation for a balanced economy
Regulation is required for retail grocery trading in the townships 

– not to create regulatory barriers, but to ensure that businesses 

that are large and independent enough to formalise are indeed 

formalised. 

Parallel to this, opportunities could remain for smaller and/or 

more survivalist businesses to operate informally. Given advantages 

such as their spatial location (which secures niche markets in areas 

of a township) or reduced overheads due to being able to work 

at home, they could sustain a modest competitive advantage in 

serving local market niches.

Rather than excluding the new generation of savvy entrepreneurs in 

the spaza sector, it is important that businesses that grow beyond 

a certain size – such as those large enough to start negotiating 

price discounts and merchandising services from producers, employ 

staff and accumulate business assets – start to comply with the 

requirements of formalisation, whether they are run by foreigners 

or South Africans. For these shops it might mean having to relocate 

to the high street in compliance with municipal by-laws, registering 

staff, paying minimum wages and providing employee benefits, 

submitting VAT and income-tax returns and so forth (and with the 

owner residing off-premises, and not in the shop itself).

Such a two-pronged policy that would formalise larger shops 

while permitting and encouraging informal micro and survivalist 

businesses would encourage successful entrepreneurship while 

providing a space for rekindling and nurturing informal micro or 

survivalist spaza shops.

Peterson is the Director, Sustainable Livelihoods Foundation, based in Cape Town
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