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Preface 

This thesis was based on research conducted in Kwa l~ashu township near 

Durban from October 1983 to January 1984 under the supervision of Dr. 

Paul ~~ellings of the Development Studies Unit at the University of 

Na tali n Durban. 

This study represents original work by the author and has not been 

submi tted in any form to another Uni versi ty. Where use has been made 

of the work of others it has been duly acknowledged in the tex~ 
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Abstract 

In the past few years there has been a dramatic increase in research 

on the informal sector in South frica. Motivating this research, 

besides academic curiosity, is,~g~r~o~wJi~~~~~~~~~~~~nd 

unemployment amongst South African blacks. The general belief that - - -----=-------- -- -... 
these f ~""'''--'<.l~-y- o 1 i ti ca 1 unrest 

now sweepi ng the country is another encouragement to research. Wha t-

is being increasingly suggested, not only by academics but also by 

government officials. businessmen and others, is that the informal[( 

sector could be developed in appropriate di recti ons to provi de jObS,) 

raise living standa{ds and (hence) promote political stablity. 

Attention is now being focused on the question of how best to achieve 

this objective. In this thesis, proposals for 'developing ' the 

informal sector in South Africa are examined by a careful analysis of 

the relevant literature and an in-depth case study of the KwaZulu 

township, KwaMashu. 

The first question that needs to be addressed is how to conceptualise 

the i nforma 1 sector. T here a re many i nterpreta t ions, dependi ng in 

part on the stage of development attained by the local economy, of 

what comprises this sector. Does it only consist of the poor, the 

unlicenced, the untaxed, the unprotected, the harassed? There are 

many perspectives, too, on whether the informal sector is independent 

and autonomous or whether it is integra ted into the economy in ways 

that mi ght impede or fad 1 i ta te its development. It has been argued, 

for example, that the state and capi tal determi ne the parameters of 
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the i nforma 1 sector at a level most functi ona 1 to thei r requi rements. 

These interpretations are critically examined in Chapters One and Two 

with particular reference to South Africa. 

Attention is then directed towards the particular case of KwaMashu. 

The research methodology is discussed in Chapter Three. The approach 

adopted here combined random-sample questionnaires and case study 

methods. In order to locate the research in its geographical, 

temporal and political setting the history of Kwal~ashu is also briefly 

reviewed. The research results (which cover the extent, viability, 

potential and difficulties of the informal sector), are examined in 

Chapters Four to Six. Chapter Four gives the results of the survey -

including three detailed case studies and the findings of the 

questionnaire survey. In Chapter Five garment makers and retailers 

(two categories which together make up a large component of the 

KwaHashu fnformal sector) are analysed more closely using information 

obtained from case studies. The field work included interviews, not 

Q1'lly with informal sector participants, ~ut also with the officials 

whose decisions influence the development of the informal sector. The 

latter is examined in Chapter Six. ,An important finding -

particularly relevant for policy decisions - concerned the division in 

levels of informal sector operation and the policy decisions affecting 

each leve1. The concluding chapter combines the findings of 

li terature surveys with the empi ri ca 1 results from KwaMashu in order 

to assess the opportunities for and the limits to informal sector 

'development' in South Africa. Practical and realistic means by which 

those in this sector might be assisted are also discussed in some 

detai 1. 
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I NTRODUCTI ON 

What is the Infor.al Sector? 

Two smiling children, certainly less than ten years old, stand at the 

door with a basket of vegetables between them. They want to barter 

used clothes for vegetables which, they explain, their mother will 

sell in the township. Once they have found someone willing to barter, 

they retu rn every few months to co 11 ec t inputs for thei r sma 11 

busi ness. A man appears i ntermi ttently sell i ng home-made brooms. 

Paint peeling off a window reminds one of the handyman who, with his 

two assistants, can paint, repair and do plumbing - for twenty-five 

years he has had his own small business but has no business address: 

one simply inquires among his regular clients. 

The more affluent areas of South Africa reveal many stories such as ' 

these, of people who are not formally employed but have found other 

ways of earning a living, either through force of circumstances or by 

choi ceo But they are mere ly the ti p of the iceberg. A dri ve through 

the poorer areas, namely the townships and the bantustans, reveals the -
phenomenon to an even greater extent. Along the road are the upturned 

boxes with a variety of fruit and vegetables. or possibly pieces of 

meat for sale. Outside the school gates at break is an elderly woman 

selling pieces of appetising freshly fried fish. 

I~ost people living in a Third World country (and to a lesser extent 

elsewhere in the world) are aware of these tiny businesses and it has 
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long been realised that the unemployed, particularly in places without 

social welfare, must in some way eke out an existence. But it was 

really only in 1971 that Keith Hart at a conference at the Institute 

of Development Studies, University of Sussex, coined the term 

'informal sector' and gave rise to innumerable studies of this 

component of Thi rd World economies. 

Subsequently, the informal sector has come to be seen by many, 

academics and policymakers among them, as a possible partial solution 

to the underemployment and consequent poverty endemic in ~ areas 

of the Third World (see ILO, 1972). The problem confronted by this 

research is the feasibility of developing the informal sector, 

particularly in an urban township in South Africa, in order to 

increase employment opportunities and improve access to basic needs. 

This question is tackled on two fronts. Firstly, a detailed review of 

-studies of the informal sector is made in order to understand the 

working of this sector in other parts of the world and elsewhere in 

South Africa. Secondly, a random sample survey, as well as a number 

of case studies, of the i nforma 1 sector i n Kwa l~ ashu was undertaken to 

collect the empirical data on which to base an assessment of the 

possibility of developing this sector in the South African contex~ 

Theoretical Persp-ectives ~ 

One of the difficulties of undertaking research into the operation of 

the informal sector is that a clear theoretical dichotomy has arisen 

between two approaches. On the one hand there are studies which draw 
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firm distinctions between the informal and formal sectors viewing them 

as two discrete universes, one traditional and one modern. This 

perspective is criticised (see Moser, 1978) as dualist and many 

researchers espouse, in preference, the 'petty commodi ty producti on'l 

approach. Petty commodi ty producti on has been we 11 summari sed by 

-£dwards (1978:40-41). 

"a petty commodity mode of production is characterised by a class J 
of free, independent small producers, usually artisans (crafts 
people) and small farmers. These producers own the means of 
production, the craft tools and the land. They organise and 
control their own production process and sell their products on a 
market, thereby obtaining funds to purchase other commodities for 
their needs. Pett commodit roduction is thus for exchange 
rather than use. There is no apparent appropri ati ng c ass ere. 
The petty commodi ty mode is an exa mp 1 e of an i ncomp 1 ete or 
transitional mode. It often exists in relation to another I 

predomi nant mode or tends to become fai rly qui ckly transform:Jd 
into another mode as some of the producers begin to accummulate 
their surplus and develop into an appropriating class~ 

Ivloser (1978) emphasises the importance <?f basing analysis on 

'relations of production'. Such an approach clearly shows that "the 

level of capital accummulation possible is constrained by structural 

1. A diffi cu 1 ty with the term 'petty commodi ty producti on' is that 
much of the activity in the informal sector is distribution and 
services and is not therefore really suited to analysis in terms 
of its relation to the mode of production. It might therefore be 
better termed, as Das (1984) suggests, "petty capitalism". 

There is considerable disagreement as to whether petty commodity 
roduction constitutes a mode or a form of roduction. Moser 

0984:170) argues that "since a mode of production refers 
essentially to totality which is self sufficient both at the 
superstructure level and at the economic base (and) petty 
commodity production has historically never constituted the 
dominant or total production of society, and is always 
articulated within another wider social formation, it would seem 
more accurate to define it as a form of production". This 
approach is seen by its proponents as viewing petty capitalism as 
an integral, subordinate component of capitalism and thus to 
stress the necessity of viewing the sector in relation to the 
broader economy and not in isolation. 
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factors in the total socio-economic system such that small scale 

activities in the urban sectors of countries with external oriented 

economies can only participate in economic growth in a de endent 

subordi nate way" (Moser 1978: 1056). 

Whether very small scale producers and distributors are seen to have 

independent growth potential is therefore conditioned, at least in 

part, by the position that the researcher adopts with respect to those 

distinct approaches. 1 The 'informal sector l approach and the Ipetty 

commodity production ' approach were considered in detail prior to the 

commencement of the fieldwork. Problems were experienced with both 

approaches as they were found to be both. rigid and emotive. The most 

serious drawback of the informal sector approach was the assumption of 

most writers in this genr~ that there. were unlimited possibilities for 

expansion and that the difficulties confronting the sector were the 

result of the sector's internal mode of organisation. Hence the petty 

commodi ty producti on approach was adopted as a basic framework. 

1. "I n thi s respect the conceptual defi ni ti on of the urban economy 
(such as dualist or non-dualist) often very largely determines 
both the area of study and the research methqdology utilized. 
Th~ type~ of questions asked determine the range of answers given 
Wh1Ch, 1n turn, sets the parameters of the arena for policy 
forlTlJ lati on" (~10ser 1984: 137). 
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CHAPTER ONE 

CONSTRUCTING A PROFILE OF THE INFORMAL SECTOR 

SU"1i~Y 

This chapter focuses attention on the character of the informal sector 

according to recent research. Since there are various interpretations 

of the concept, attention is directed initially towards the different 

definitions used in the literature. Consideration is then given 

(briefly) to whether this phenomenon is solely a feature of Third 

World economies. Then the different sizes, and compositions, of the 

informal sector in various countries are examined. Attention is also 

di rected towards the characteri sti cs of informal sector operators as 

revealed in published research, prior to examining these 

characteristics in the particular case of South Africa. The chapter 

concludes with an examination of -a relatively new approach to 

conceptualising the informal sector: the way in which a particular 

branch of the sector is incorporated into the national economy. The 

di scussi on permi ts a compari son of two di fferent approaches to the 

informal sector - the dualist and the integrated. 
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CHAPTER ONE 

1.1 The Problem of Definition 

Ever since Hart (1973) introduced the term 'informal sector' and based 

it on the distinction between "wage earning and self-employment" (Hart 

1973: 68) di scuss i on ha s ensued, indeed, controversy has raged, over 

what really constitutes the sector. Almost fifteen years after the 

beginning of the debate a well known writer on the sector wrote 

recently that "since the utility of the informal sector concept was 

first recognised, researchers and policymakers have applied it to a 

diversity of empirical data, and in many different contexts. What has 

resulted is complete confusion about what is actually meant by the 

informal sector" (Moser 1984:142). An examination of some definitions 

will highlight the confusion and difficulties. 

! 
1.1.1 Definitions Based on Factors External to the Sector 

/4azumdar 0976:656), in analysing the formal/informal sector concept, 

based his dichotomy on the urban labour market and described the 

informal sector as 'unprotected' as against the formal 'protected' 

sector. The basic distinction between the two sectors related to the 

fact that employment in the formal sector, was protected so that formal 

sector wage-levels and working conditions were not available to job

seekers unless they managed to cross the barrier of entry, with 

its mechanisms instituted by both the trade unions and government to 

pre vent entry. 
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Weeks (l973b), like Mazumdar, stressed factors external to the 

character of the enterprise, but laid specific emphasis on the role of 

the state. Whi le the formal sector, which includes government 

activities as well as private sector enterprises, is officially 

recogni sed, nurtured and regulated by the state through such 

mechanisms as tariff and quota protection, import tax rebates, 

selective monetary controls and licensing measures, the informal 

sector operates outside the system of benefits and access to formal 

credi t institutions. 

Similarly, Bose (1984) emphasised external factors but he felt these 

related particularly to the market. He argued that: 

"The informal sector is constituted by those units and 
unorganised individual workers who cannot, in the main, take 
advantage of the formal, prganised market for capital, inputs or 
outputs or other services like training. Such units and 
individuals are forced to operate in a different market where 
they have to pay significantly higher prices for whatever they 
purchase, be it inputs or services, capital or even consumer 
goods, while receiving significantly lower prices for whatever 
they sell, be it goods or services or labour power. he formal 
sector and informal sector are thus linked with eac other in an 
exploitative relationship through which the informal sector is 
forced to subordinate itself to, and to serve, the formal sector 
directly and indirectly. This has been perpetuated by the 
extreme lack of organisation on the part of the informal sector 
and the formal sector's dominant control over the state machine" 
(Bose 1984:42 . 

This latter definition falls into a group which recognises a symbiotic 

relationship, albeit 'asymmetrically symbiotic' (Davies 1979:89), 

between the two sectors rather than regarding them as two separate 

uni verses as do the dua 1 i s ts. 
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1.1.2 Definitions Based on the Character of Enterprises 

The International Labour Office definition, as first outlined in its 

Kenya Report OLO 1972), is a clearly dualist definition in which the 

characteristics of informal enterprises are seen as quite different 

from those of the formal sector. Informal sector enterprises were 

identified as having the following attributes: ease of entry; 

rel iance on i ndi genous resources; fami ly ownershi p of enterpri ses; 

small scale operations; labour intensive and adapted technology; 

skills acquired outside the formal school system; unregulated and 

competitive markets. This definition has been particularly important 

as it has been so widely used and has greatly influenced the 

conceptualisation of the informal secto~ 

1.1.3 Definitions Based on a Continuum of Activities 

The reason for the difficulty experienced in obtaining an unequivocal 

definition of the sector may well be that "the phenomenon is quite 

complex ... despite some real differences in the institutional and 

organisational characteristics of the formal and informal sectors the 

difference is less clear-cut in terms of individual incomes, social 

class or economic mobility, and there is much greater integration 

between the formal and informal sector than we had at first been led 

to believe" (Banergee 1984:118). Hence, for Bromley and Gerry 

(1979:5) "it is more realistic to conceive of a continuum stretching 

from stable wage work to true self employment and to give particular 

attention to the intermediate categories and transition processes 
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along this continuum~ More recently, Bose (1984) has conceived of an 

informality-formality continuum of different strata of enterprises, 

from tiny units to multinationals. 

1.1.4 Definitions Based on Disaggregated Activities 

Some analysts confronted with the impossibility of a clear definition 

have suggested that there is little point in attempting to delimit the 

sector rigorously (eg. King 1974 and Elkan 1976). Richardson (1984), 

however, suggests that a less extreme solution may be to "forget about 

defining the boundaries of the informal sector as a whole and to focus 

on analysing specific subsectors within it, such as small scale 

manufacturing, maintenance and repair establishments, handicraft 

producers, street sellers and others" (Richardson 1984:9, see also 

I~ i ngi one 1984:64). 

1.1.5 Definitions Depending on the Focus of the Research 

1'1ingione (1984) points out, following Hathur & t~oser (1984:xvii), that 

the definition of the sector varies with the focus of the research and 

that whereas: 

"area studies reveal a complex mix of survival activities serving 
to complement a relatively low income deriving from formal 
employment ... sectoral studies show how informal activities of a 
specific kind ... increase and provide the principal means of 
survival for an increasing number of households of the urban 
surplus population" (t·1ingione 1984:65). 

If the focus is on area studies the definition may be similar to that 

of the ILO (and results in comparable studies ego Sethuraman 1981). 
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" 

On the other hand, a focus on sectoral studies with a branch-specific 

definition will emphasise linkages with the formal sector such as in 

the studies by Schmitz (1982b), Moser (1977), Gerry (1978) and Tokman 

' ", 

(1978a). 

1.1.6 Operational Definitions 

An analytical definition used in theoretical studies is not 

necessarily sui ted to empi ri ca 1 research, however. Nost of the above 

definitions are impossible to operationalise for research. 

Consequently many of the " ... operational definitions of the informal 

sector adopted in empirical research are based either on worker 

characteristics or establishment size, or a mixture of both II 

(Richardson 1984:7). Schaefer (1976) suggests an earni ngs cri teri on 

for the i nforma 1 sector by defi ni ng it in terms of workers who eara. 

~ than t~ legal mini!:r!!!.m wage (discussed ' in Richardson 1984:8). 

-' Thi s makes some sense in Brazi 1 where, accordi ng to Ri chardson, there 

is a closer correspondence than in other Third World countries between 

the informal sector and low wages but it still presents major problems 

as it defines the informal sector as being the urban poor and so 

limits studies solely to the urban poor.l Such a definition would 

include some formal sector workers who earn less than mi ni mum wages 

and would leave out informal sector workers who earn more. 

The most usual definition goes back to Hart (1973) and includes the 

1. Similarly Teilhet- Waldorf and Waldorf 0983:595) note that many 
informal sector studies pre-select their sample to comprise low 
income groups. 
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self-employed and unpaid family workers in the informal sector, and 

excludes waged and salaried workers in the formal sector. The problem 

here is that the professional self- employed (eg. medical doctors), 

clearly part of the modern sector, would, by this definition, fall 

into the informal sector (as would employers who own their own formal 

sector businesses), Employees, even of clearly very small 

enterprises, would be placed in the formal sector. These cases must 

then be decided on an individual basis. It has been possible to 

remedy some of the defects of this operational definition by combining 

it with an establishment - size criterion but it has then to be 

deci ded whether ' the cut-off poi nt shou 1 d be fi ve, ten or even twenty

five persons. It would also be possible to use the value of capital 

i nves tment as a defi ni ti on but, aga in, the cut-off poi nt is 

arbitarily . established and presents difficulties for inter-country 

compari sons. Richardson (1984) conc 1 udes tha t "probab ly the mos t 

convincing practical approach is a hybrid, mixing the establishment

size criterion with a low cut-off point and including the self

employed and unpaid family members, with additional minor adjustments 

to exclude very small professional firms and other anomalies" 

(Richardson 1984:9). 

1.1.7 The Definition Used in this Research 

The focus of the research in this dissertation has been an area study 

since little of this nature has been done in the Durban townships 

(except for Wellings and Sutcliffe 1984, and r~aasdorp 1983), It i·s 
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anticipated that this background could later be used for branch

specific studies of the kind undertaken by Schmitz (1982b) on the 

Brazilian textile industry. Bearing in mind the focus of the study 

and the need for a definition that could be operationalised in the 

field, the following has been the working definition: The informal 

sector consists of the self-employed. It excludes those with 

professional skills,1 but includes those employed by the self

employed. Those officially recognised by the authorities (eg. those 

renting KwaZulu Development Corporation small factory units or paying 

tax on their businesses) are excluded from the study. This 

definition, though appearing somewhat arbitary, in fact worked very 

well in this particular case because for a long time legislation 

prevented economic activity within South African black townships. 

Consequently there is far less of a continuum of enterprises than 

elsewhere and the few small formal operations are quite readily 

distinguished from the informal ones. 

In the final analysis it would appear that the researcher, in 

practice, often has little difficulty in separating the formal from 

the informal sector. It was felt necessary to include this section of 

definitions, however, in order to refute some of the false assumptions 

generated about the informal sector, such as its employment generating 

function, and to show that it is frequently incorrectly 

conceptua 1 i sed. 

1. This refers to skills acquired through formal education such as 
the practice of medicine or law. 
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1.2 Is the Informal Sector Solely a Third World Phenomenon? 

'~ uch of the research and writing on the informal sector implies, if 

only tacitly, that it is solely a Third World phenomenon. Certainly 

in the Third World these activities display characteristics which are 

not to be found elsewhere. Within the welfare states of Western 

Europe and North America it is probably true to say that the poor and 

unemployed would derive income from social welfare and so not become 

involved in many of the activities undertaken in the Third World. But 

unemployment and poverty are not the only reasons for entering the 

informal sector (see 1.5.5). 

"The street vendors of '··lanhattan, the improvised boardwalk market 
stalls of Venice Beach, California, and the fruit sellers outside 
the Federal Buildings in Washington O.C. (just as they are in 
Brasilia and Bangkok) are evidence enough that there are market 
niches for informal sector enterprises even in the most affluent 
of countries" (Richardson 1984:4, see also Peattie 1984:179). 

Richardson points out that skilled trademen with formal sector jobs 

'moonlight' in the informal sector in off-duty hours. The literature 

on such activities in the USA has not highlighted the benefits of the 

i nforma 1 sector, such as 1 abour absorpti on and increased competi ti on, 

however, but has rather emphasised the impact of the informal sector 

on the undermeasurement of GNP; tax evasion; and illegal activities 

(Richardson 1984 and Bawly 1982). 

An important difference between Western and Third World informal 

sector activities is no t ed by Oas 0984:128): "It is unique to the 

Third World that petty capitalism is so poverty bound". In the UK, 
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for example, people unable to obtain formal sector employment can 

obtain social welfare benefits and so are not forced to create their 

own emp loyment. 

Just as the informal sector, in one form or another, exists in the 

West, so too it exists elsewhere. An interesting article by Shen 

(l984) discusses the informal sector in China where, since 1979, the 

government has encouraged peasants to sell their excess rural 

production. Some peasants have given up farming to specialise in 

certain occupations such as cafetarias, repair shops. carpentry 

services or retail businesses to supplement the public service sector 

and "State channels for commodity circulation. This differs clearly 

from similar activities in the developing world in that it is 

express ly supported and moni tored by the state. The exi stence of the 

informal sector in these conditions questions the view that the 

informal sector is solely a feature of peripheral capitalist 

societies. 

In communist economies, despite the priority given to employment, 

unemployment does in fact exist and "the petty capitalist sector is a 

lucrative alternative to absolute poverty" (Das 1984:127). Half a 

million are unemployed in Shanghai, for example Was 1984). Cheap 

alternatives to the goods available from the state controlled sector 

are necessary for the poor - the very presence of unemp loyment 

indicates that there are income disparities - but evidence from the 

USSR and China shows that demands for goods from the petty capitalist 

sector are also based on quality and variety (Das 1984) as is the case 

in the West. 
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In the West there appears to be a tendency for some small enterprises 

to grow over time but this is much influenced by big firms which may 

either take over small ones or keep them small by competitive pricing. 

The government, too, influences the growth prospects of such small 

firms. Thus the question can be raised whether in China the informal 

sector will come to "work to the distinct advantage of those who 

already have power in the market or the political forum" (Logan 

1984:121).1 But whether the informal sector in Western and communist 

economies can be regarded as fundamentally the same thing as that 

obtaining in the developing world is a question that has received 

i nsuffi ci ent attenti on. 

1.3 Extent of Informal Sector Activity 

1.3.1 Differences in Size because of Differences in Definition 

Richardson (1984) emphasises that the definition used is of critical 

importance in estimating the size of the sector. Official statistics 

cannot be used because these data do not include enterprises lacking 

in formal status. What data figures there are on the informal sector 

have been culled from surveys more especially those of the ILO on 

certain cities, and these have not used a standard definitio~ Hence, 

1. The very fact that the informal sector is actively being 
encouraged by the state in China indicates that the way in which 
it is integrated into the economy is quite different in China 
from that in the West - implying that future developments will be 
interesting to watch and of some importance to informal sector 
studies in Third World countries. 
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differences in size between countries are often the result of 

definitional differences rather than real differences. Richardson 

(1984) stresses, however, that despite this variation it remains clear 

that the informal sector is quantitatively very important in 

developing countries. 

1.3.2 Variations in Size 

As the two accompanying tables l show, the percentage of the labour 

force engaged in the informal sector in developing countries, and 

indeed in developed countries such as Japan and (though to a more 

minor extent) the USA, is high and in places very high indeed. Table 

2 also shows (see Section 1.4), that distribution has far more 

participants than manufacturing, and that the percentage of total 

employment taken up by informal sector activities tends to decline as 

the country's level of development rises. 

1. The figures in Table 1, from data collected in the late 1970's, 
are more recent than those in Table 2, but a more important 
difference is that, as discussed in 1.3.1, the definition used is 
critical in the estimate obtained. In Table 1 the percentages 
are the resu1 t of different studies, usi ng different defi ni ti ons, 
and are not themselves strictly comparab1~ 
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Area 

Table 1 

Estimated Share of Urban Labour Force in the 

Informal Sector in Selected Developing Countries 

Africa 

Asia 

Abidjan (Ivory Coast) 
Lagos (Nigeria) 
Kumas i (Ghana) 
I~airobi (Kenya) 
Urban areas (Senegal) 
Urban areas (Tunisia) 

Calcutta (India) 
Ahmedabad (India) 
Jakarta (Indonesia) 
Colombo (Sri Lanka) 
Urban areas in west Malaysia (Malaysia) 
Singapore 
Urban areas (Thailand) 
Urban areas (Pakistan) 

Latin America 

Cordoba (Argentina) 
Sao Paulo (Brazil) 
Urban areas (Brazil) 
Rio de Janeiro (Brazil) 
Belo Horizonte (Brazil) 
Urban areas (Chile) 
Bogota (Colombia) 
Santo Domingo (Oominican Republic) 
Guayaquil (Ecuador) 
Quito (Ecuador) 
San Salvador (El Salvador) 
Federal District and State of Mexico 
Mexico, Guadalajara and Monterey 
Asuncion (Paraguay) 
Urban areas (Peru) 
Urban areas (Venezuela) 
Caracas (Venezuela) 
Kingston (Jamaica) 

Per Cent 

31 
50 

60/70 
44 
50 
34 

40/50 
47 
45 
19 
35 
23 
26 
69 

38 
43 
30 
24 
31 
39 
43 
50 
48 
48 
41 
27 
42 
57 
60 
44 
40 
33 

Source: S.V. S~thuraman, The Urban Informal Sector in Developing 
Countrles (Geneva: lLo, 1981), Appendix Table 4. 

17 



A review of informal sector studies undertaken by the International 

Labour Office shows that 25-70 percent of the urban labour force are 

engaged in informal sector activities; in income terms too. its share 

ranges between 20 and 45 percent of the tota 1 urban incomes (Ha thur 

and Moser 1984:xi). There is evidence to suggest that in the 

developing countries informal sector employment has been growing more 

rapidly than formal sector employment - a tendency that may have been 

reinforced by the widespread recession in the developing countries in 

the late 170s and early 180s (Richardson 1984). 

Table 2 

Self-Employed and Unpaid Family Workers 

as Percentage of Labour Force (c.1960) 

Conmerce Nanufacturing 

Venezuela 42 28 
r\1exico 60 17 
El Salvador 61 31 
Uruguay 19 18 
Chile 51 21 
Ecuador 76 58 
·Honduras 57 43 
Jamai ca 51 50 
i~a laysia 55 31 
Thailand 86 48 
Philippines 66 58 
Korea (Republic of) 78 28 
Turkey 66 41 
Greece 55 29 
r~orocco 66 42 
Iran 76 33 
UAR (Eqypt) 64 17 
Ghana 84 76 
Tanzania 57 35 
Japan 37 11 
United States 16 2 

Source: A. Sen. Employment, Technolory and Development 
(Oxford: Clarendon Press, 975), pp.18-21, As 
.adapted by Richardson 0984:11). 
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1.4 Subdivisions Within the Informal Sector 

As Table 2 shows, in all instances illustrated the informal sector 

forms a much larger percentage of the the distribution subsector than 

it does of the the manufacturi ng subsector. Thi s di fference is most 

extreme in the economically developed countries where the formal 

manufacturing sector exerts its hegemony over the informal 

manufacturing sector most markedly. A study of Columbia found 63 

percent of the informal sector were in trade and 20 percent in 

services, whi le manufacturing accounted for only 5 percent1 

(Sethuraman 1981:102). Conversely, House (1984:281) found that 50 

percent of informal businesses in Nairobi were involved in 

manufacturi ng, 21 percent in trade, and 29 percent in servi ces; 

perhaps since industry is not well developed in the total economy, at 

least in comparison with Latin America. 

Richardson (1984:31) argues that with increased economic development 

this division intensifies: 

"a strong case can be made for the di sappearance of many of the 
small scale manufacturing and repair subsectors at high levels of 
deve 1 opment. A hi gh proporti on of consumer goods embody advanced 
technology that requires large scale production. High labour 
costs, combined with low product prices, make repairs an 
inefficient option for all but the most expensive commodities (in 
the formal sector). However, there is a thriving home 
maintenance and repairs informal sector (which includes 
carpenters, masons, painters and electricians) that is very 
competitive as a result of low overhead costs and cheap means of 
advertising (using such means as supermarket notice boards and 
word of mouth)" (Ri chardson 1984: 31). 

1. Part of this difference is accounted for by the definition used -
they placed cooked food in the retail category. 
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Thus, at increased levels of economic development, while the informal 

manufacturing sector faces increasing disadvantages compared to the 

formal sector, the informal service sector enjoys increased 

advantages. 

1.5 Characteristics of Informal Sector Operators 

1.5.1 Sex 

Some studies have found a preponderance of women in the informal 

sector ( Iilazu mdar 1986:675, Souza and Tokman 1976:359). The studies 

edited by Sethuraman (1981), on the other hand, reported a large 

number of instances where the majority of the operators were male. 

The Marga Institute in Colombo (Sri Lanka) found that 88 percent of 

participants were male; I·iabogunje and Filani in Kano (Nigeria) found 

that very few participants were women and Moir in Jakarta found that 

only 25 percent were women (all in Sethuraman, 1981). It is suggested 

by Sanchez (1981) ina study of Cordoba (i nc 1 uded in the above group 

of studies) that if a distinction is made between quasi-formal and 

i nforma 1 enterpri ses there are far more women in the latter.1 Si xty 

three percent of the informal sector participants (employers and 

employees) were women as opposed to only 23 percent in the quasi

forma 1 sector. They suggested, therefore, that women's parti ci pa ti on 

is relatively greater in low income informal sector categories 

(Sanchez 1981:145). 

1. Quasi-formal here includes manufacturing units, self employed 
construction workers and commercial activities with a substantial 
capital input Informal enterprises are characterised by free 
entry, very little capital and skills, very small scale and with 
much income uncertainty. 
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This is borne out by t~oser's (1977) study of market-sellers in Bogota. 

She found that the majority of large-scale sellers were middle-aged 

men between the ages of 35 and 49 (married with medium sized families) 

while small-scale sellers were mostly women over 50 years of age 

(single with illegitimate children, or widowed or deserted and the 

sole supporters of small size families) (t·1oser 1977:472). This 

implies, as will be seen repeatedly, that it is necessary to 

disaggregate the informal sector and examine the sub sectors. 

1.5.2 Age 

There appear to be quite marked variations in the age distribution of 

informal sector operators in different studies. Some studies reveal 

very young participation. According to Bromley (1978a:1162), for 

example, 10 percent of the street-traders in Cali are below the legal 

minimum working age of fourteen. The youth1 of the informal sector in 

certain African studies is evidenced by the fact that in Kumasi 72 

percent of i nforma 1 sector entrepreneurs were under 35 years of age 

and in Freetown 66 percent were under 39 years (Sethuraman 1977). A 

survey of a number of studies found " ... pronounced selecti vi ty of 

workers... in the ; nforma 1 sector. A di sproporti ona te number of them 

would be workers outside the prime age group" (r~ azumdar 1976:675). 

1. I~ ore interesting however, is the finding of the Marga Institute 
in Colombo that only 25 percent of the informal sector 
participants were under 24 years of age despite the fact that 75 
percent of the unemployed in the Colombo f~unicipal Council Area 
were in this age group. This study illustrates the fact that, 
contrary to much of the information from Africa, in Colombo the 
i nforma 1 sector absorbs few young unemp 1 oyed persons ( f~argo 
Institute 1981:103). 
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l~ore pertinent, however, than overall averages is the pattern which 

emerges when the informal sector is broken down. A study of Freetown 

disaggregated the subsectors of the informal sector by age groups and 

found si gnifi cant concentrati ons of certai n age groups in parti cular 

sectors. Eighty percent of those aged 15 - 19 were in very small 

scale retailing which requires a low capital investment; two-thirds of 

the males in the 20 - 24 age group were also in retail trading. In 

the 25 - 29 year age group there was increasing diversification with 

some participation in the motor transport business, footwear 

manufacture and repairs. Similarly, with increasing age, women were 

found to move from bei ng predomi nant ly in trade to a hi gher 

participation in food-processing and dressmaking ( Fowler 1981:51 & 

53) • 

1.5.3 Education 

The overall picture, examining the education 1evels of informal 

sector participants in various empirical studies, is that education 

levels tend to be relatively low (see Mazumdar 1976:675). However, it 

is uncommon for researchers to attempt a meaningful comparison of 

education levels between those in the informal sector and those in 

wage emp loyment. 

A brief examination of some survey results shows that while levels of 

education are generally low there is also considerable diversity _ 

clearly not all informal sector participants are illiterate. In Cali 

(Colombia) it was found that 25 percent of street traders had one to 

three years of education and only 5 percent had any post-primary 
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education (Bromley 1978:1162). A similarly low level of education was 

found in Freetown where 66 percent of informal sector employees had 

never been to schoo1. Among employers this percentage dropped to 40 

percent (Sethuraman 1977:345). Informal sector operators in Kumasi 

appear to have a much higher level of education; 40 percent of 

informal sector entrepreneurs have had some primary education while 58 

percent have had some middle school education (Sethuraman 1977:345).1 

A far lower level of education was found in Hartley, Zimbabwe, where 

51 percent of the informal sector had had no schooling, 42 percent had 

had a primary education and 7 percent had had a secondary education 

(l)a vi es 1979: 91). 

It is interesting to speculate that educational levels will vary 

depending on such things as the number of women in the sector, which, 

as already argued, corresponds to the level of informal sector 

acti vity bei ng i nvesti gated. 

Among the few studies which compare levels of education in the 

informal sector with that in other sectors is one on Colombo (Sri 

Lanka) by the Marga Institute (1981) which found a median level of 

education among informal sector participants of four years. This was 

very low compared to the average level of schooling of the unemployed 

which was ten years.2 In Jakarta it was found that the median of 

1. Another study of Kumasi showed that 28 percent had no education 
at all, but that the proportion of entrepreneurs with more 
education is higher among young males (Aryee 1981:91). 

2. Age, again, may have influenced this · as informal sector 
participants were generally older, while it was the younger 
members of the soci ety who tended to be better educated. 
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three years education for informal sector participants was far lower 

than for the employed population of the city (t~oir 1981:110). 

It is, however, not only education in the formal system that is 

relevant to the informal secto~ Ghana,for instance, has a very well 

organi sed apprenti ceshi p system whi ch enables apprenti ces to acquire 

sk ill s at very 1 i tt 1e cost compared to the cost in the formal 

education system (Sethuraman 1977:345). It has been estimated that, 

for Africa at least, by far the " .. most important source of training 

for potential informal sector manufacturers is the apprenticeship 

system in the informal sector" (Aryee 1978:294). These skills, the 

lack of which forms a far more significant barrier to entry than would 

the lack of a formal school education, are very necessary in such 

sectors as small scale manufacturing,_ craft, maintenance and repair 

work. 

Richardson (1984), in fact, maintains that there is little evidence 

that formal education (such as literacy and numeracy) is essential for 

informal sector employment. Even for informal sector employers 

bookkeeping is, he maintains, generally unknown and possibly 

unnecessary (Richardson 1984:17). He notes that Lipton has argued 

that it is the very 'fungibility' of business and family finances 

which increases the flexibility of informal sector enterprises and is 

one of their major strengths, but that this does make even simple 

bookkeeping methods impossible (Lipton 1980, quoted in Richardson 

1984: 17). 
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1.5.4 Income and Income Oistribution 

The conventional wisdom that the informal sector provides only very 

low incomes, themselves always inferior to formal sector incomes, has 

been challenged by recent research (eg. Richardson 1984:14). It has 

been found that there is " ... a wide diversity of earnings in the 

i nforma 1 sector and wi thi n important components of it ... II ( ~1azumdar 

1976:675). The assumption that incomes are always low was derived in 

part from focusing on the more visible sectors of the informal sector 

which require neither skills nor much capita1. But when small scale 

manufacturers, and maintenance and repair establishments, are included 

the income distributions of the formal and informal sectors do in fact 

overlap. A further reason for the diversity of incomes is that owner

employer income is generally quite substantially higher than that of 

employees . . Employees' incomes, though low, may not be much lower than 

formal sector unskilled workers' incomes where poorly paid casual 

workers ea rn 1 ower- than-a verage wages (Sethuraman 1981: 48). These 

findings do much to explode the myth that the informal sector consists 

solely of those passing time in low paid activities waiting for 

better-paid wage employment (see Schmitz 1982b:43). 

An examination of a variety of findings from many developing countries 

in South America, Africa and Asia by Richardson (1984) leads to the 

conclusion that the informal sector does not have uniformly low 

incomes. There are di fferences in income between vari ous subsectors 

and there is thus considerable danger in treating the informal sector 

" ... as a homogenous whole or basing conclusions on the assumption that 
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any specific subsector is representative H (Richardson 1984:16).1 A 

study in I~airobi found a wide diversity of incomes with manufacturing 

being the most profitable and services (apart from vehicle repair) the 

least. There was however, a wide disparity within sectors as we11. 

Forty-two percent of the informal sector had incomes of less than the 

formal sector mi ni mum wage (House 1984:285). There is a further 

difference in the income of owners of businesses2 depending on whether 

they are independent or sub-contracted, and among workers depending on 

whether they work within an enterprise or as outworkers (Schmitz 

1982b:159). Another important factor in the range of incomes in the 

informal sector is the difference between employer and employee 

incomes. In Kenya it was noted that the informal sector consisted 

chiefly of wage workers and H ••• what stands out about the so-called 

'informal sector' is that most of what it covers is primarily a system 

of very intense exploitation of labour, with very low wages and often 

very long hours H (Leys 1975:267). All these factors need to be 

considered when comparing formal and informal sector incomes. 

1. A study in Braz i1 concluded that H ••• the i mage of the small scale 
sector as that of the poor, and the large scale sector as that of 
the privileged, is questionable. To some extent this 
characteri stic has emerged because of the way the sectors were 
defi ned or because of a lack of di saggregati on H (Schmi tz 
1982b: 41 ). 

2. The income of the head of an enterprise also often includes 
unpaid family labour and some of it represents the return on 
capital invested. Thus such income is often not strictly 
comparable with that of informal sector employees or formal 
sector workers. A further complication is that since surveys in 
general limit consideration to H ••• visib1e 'socially acceptable' 
activities and exclude 'socially undesirable' activities which 
are often the most lucrative, they will underestimate income 
inequality as well as the overall level of wealth generated by 
the informal sector H (Glass 1983:4). 
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There are difficulties, too, in comparing informal sector earnings 

from one country to another. A common method is to examine the 

relationship between income in the informal sector and the minimum 

wage levels in the country concerned. However, 

" ..• the minimum wage in Kenya and Tanzania in 1971 was relatively 
high and enabled a worker and his family to make a decent living 
(while) the minimum wage in Brazil of the same year was barely 
sufficient for the survival of the worker let alone his family. 
In contrast the Brazilian minimum wage in the mid-fifties came 
close to covering the cost of reproduction of the worker and his 
dependents" (Schmitz 1982b:41). 

In assessing income distributions within the informal sector there are 

thus many variables to be taken into account but the one finding which 

does emerge clearly is that, although there is much poverty, incomes 

are not invariably lower than in the formal sector, nor do incomes 

cluster around the mean. This is not to deny that incomes are, very 

often, minimal. In a study of women in Lusaka (~ambia), for instance, 

it was found that: 

"Few made profits and most spent whatever they made on daily 
needs ... their trading has helped them augment their families' 
livelihood. These activities, in other words, were unlikely to 
yield the profit necessary for the kind of expansion and 
diversification that might put new resources to use and employ 
more women productively" (Hansen 1980:214). 

Of course since her study was limited to women traders (of food, 

handiwork and charcoal) it is not representative of the entire 

informal sector but of a particular subsector. This reinforces the 

view that "earnings are low in the informal sector partly because of 

the selecti ve factors affecting the type of labour found in the 

sector" (Hazumdar 1976:675). 
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· 1.5.5 Preference 

An early assumption was the idea that the informal sector forms a 

'stepping stone' for migrants waiting to find formal sector employment 

(as in the Harris-Todaro model [Todaro 1976]). This has come under 

criticism from researchers who find many informal sector operators in 

fact prefer the informal sector and are there by choice. In Freetown, 

for example, it was found that when respondents were asked what type 

of work they would prefer only 25 percent opted for wage employment. 

1 t was a 1 so found in the same study that the des ire for wage 

employment decreased uniformly as participants increased in age 

(Fowler 1981:67). In a study of Jakarta 86 percent of the informal 

sector preferred self-employment ( ~1oir 1981:114). These findings are 

borne out by a study by Mazumdar (1981) in I~alaysia in which he found 

a net lifetim~ movement out of wage employment into self employment. 

He suggests that, rather than being a starting point for those seeking 

a first job, the informal sector may symbolize upward mobility. 

There is evidence from empirical studies to show that people do move 

from the formal to the informal sector and back again. In a study of 

Hong Kong 60 percent of the informal sector entrepreneurs had 

previously been employed in the formal sector and in Lom~ (Togo) 64 

percent had been so employed (Sethuraman 1981:46). Similarly in 

~angkok Teil het-Wa ldorf and Waldorf (1983: 598) found that 34 percent 

of their sample had moved from the formal to the informal sector. 

These findings could suggest that people are moving from the formal to 

the informal sector as a matter of preference or that there is a high 
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degree of retrenchment and subsequent unemployment in the formal 

secto~ Consequently such findings cannot in themselves indicate a 

preference for the informal secto~ 

Detailed case studies of textile workers in Brazil showed that: 

"probably the single clearest finding which emerges in all 3 case 
studies is that the small scale producers (owners) are not 
unsuccessful job seekers. but rather the contrary : they tend to 
be skilled workers who have left their jobs of their own 
accord ... The respondents find that setting up their own 
business gives a better chance for economic and social advance 
than does wage employmen~.. The main reason given for leaving a 
job is low wages. The other reasons are all connected with 
aspirations for 'independence ' (Schmitz 1982:155-6). 

The evi dence i ndi cates. t hus. that m'any people may be in the i nforma 1 

sector from choi ceo 

1.5.6 Employment 

Employment generation and unemployment relief are aspects frequently 

raised in the promotion of the informal sector. Much of the empirical 

research has shown. however. that the number of employees (wage 

labourers as opposed to unpaid family assistants) in the informal 

sector is very low. Over 80 percent of the street traders in Cali. 

Colombia. worked without assistants (Bromley 1978a : 1162) and only 2 

percent of those in the informal sector in Nairobi were waged 

employees (Bujra 1978:57). Eighty-five percent of the informal sector 

enterpri ses in Colombo were one person enterpri ses and in the 

remaining 15 percent the majority only employed one or two persons 

excluding the owner (r11arga Institute. 1981:102). In Jakarta only 10 

percent of the informal sector had workers in addition to the head of 
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the enterpri se (and of these 75 percent emp 1 oyed one to three 

workers), but of the manufacturing enterprises 58 percent were one 

person enterprises (Moir 1981:115). 

It is apparent that the informal sector as a whole offers little scope 

for employment generation1 but note shoulp be taken of Fowler1s (1981) 

ca 11 to di sa ggre ga te the sector as there are more emp 1 oy ment 

opportunities in some subsectors than others. He found in Freetown 

that 84 percent of the trade enterprises did not employ anyone whereas 

in manufacturing and transport the figure dropped to 54 percent and 

in cons truct i on to 30 percent. The non-tra de enterpri ses theref ore 

employed far more people than did trade enterprises. Seventy four 

percent of all enterprises had no employees of any sort (Fowler 

1981: 57). 

I nteres ti ngly enough Kennedy (1981: 584), exami ni ng informal industry 

in Accra (Ghana), found that there were 4.7 employees per enterprise, 

excluding the proprietor, thus lending credence to Fowler1s (1981) 

suggestion that the sector be disaggregated in order to examine the 

extent of wage emp 1 oyment. 

The advantages of family employment, as well as the question of 

employment potential, need to be considered, however. Many family 

members are unable to work - because they are ill, too old, too young, 

have many domestic responsibilities or are studying - but by 

incorporating their labour into the enterprise the family income is 

raised substantially. Case studies in the Brazilian· textile industry 

1. This should not be taken to imply that the informal sector does 
not create work for the operator concerned, which it certainly 
does. Further it is important in redistributing income. 
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found that " ••• it is not rare for the small firm owner to accept a 

lower real wage (per hour), in exchange for a (risky) opportunity to 

earn a greater amount by working longer hours and incorporating the 

labour of his family" (Schmitz 1982b:158). Family labour, as opposed 

to waged labour, has the very real advantage, considering the 

uncertainties of life in the informal sector, of enabling the small 

producer to respond flexibly to changing demand and to survive periods 

without work without having to pay hired labour. 

The employment potential of the informal sector thus appears to be 

limited, bearing in mind that it is the manufacturing sector which 

offers the greatest scope for employment and this is the sector most 

affected and restricted by developments in the formal sector. This is 

the case in South Africa where manufacturing is relatively well 

developed. But every enterprise gives work to at least one person 

and, particularly important, also to family members who could possibly 

not participate in the formal sector: therein lies its value in 

employment generation. 

1.5.7 Age of Enterprise 

i~ uch of the evidence indicates that the majority of informal sector 

enterprises are relatively recently established - which may mean that 

they do not have a long life span, but are constantly starting life 

and dying. The relatively constant size of the sector may disguise 

much internal change. Generally most informal sector enterprises are 

under five years of age. In Jakarta, for example, only 39 percent had 

been in ex; stence over fi ve years, in Lagos 34 percent, in Kumasi 48 
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percent, in Freetown 31 percent and in Colombo 60 percent (in 

Sethuraman 1981: 103+ 115 ). However, the fact that genera lly over a 

third of the sector has been in operation for over five years does 

indicate a degree of stability frequently overlooked in earlier 

studies. 

Certain findings indicate that the trade and service sectors are 

frequently of more recent origin and the manufacturing and 

construction sectors rather longer established. This indicates that 

sectors requiring little capital start up more easily (and perhaps 

peri sh more easi ly too) (Fopohunda 1981:80 and Moir 1981:115). 

1.5.8 Migrants 

Some studies have found that migrants are disproportionately drawn 

into the informal sector and that they use it as a ·stepping stone· to 

formal sector employment. An example of this is that 75 percent of 

the street-traders of Cali, Colombia, are migrants to the city but (it 

should also be noted) they are not recent arrivals: 80 percent of the 

migrants have lived in Cali for over five years (Bromley 1978a:1163). 

House (1984:284) found that only 2.4 percent of participants in 

Na i robi·s i nforma 1 sector were recent mi grants whil e 51 percent had 

lived in the city for over ten years. Richardson (1984) examines the 

(often conflicting) evidence on participation by migrants and 

concludes that IImigrants are as likely to work in the formal sector as 

long term residents •.. Although there are some low level informal 

sector activities to which, in certain countries and in certain 
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circumstances, new migrants may gravitate, this is atypical rather 

than typical" (Richardson 1984:18). Similarly, a survey of research 

from ~razi1, Peru and Tanzania suggested that "there is no evidence to 

suggest that the informal sector plays a predominant role as a point 

of entry into the labour market for fresh mi grants to the urban area" 

(14azumdar 1976:675). 

1.5.9 Capital 

Informal participants generally, in all countries and subsectors, have 

difficulty raising capital. A survey of a number of studies concludes 

that 1I ••• informal sector enterprises rely heavily on internal 

resources (owners, family and friends) for capital; •.. the lack of 

credit is a major barrier to expansion and .•• they are unable to 

obta in capi ta 1 from ei ther the banks or the government in the 

quantities they need at reasonable cost" (Richardson 1984:25; see also 

Jurado 1981: 126 for r~ani1a). 

In Freetown it was found that banks provided only 2 percent of funds 

used by the informal sector, and in Kumasi only 3 percent (Sethuraman 

1977:345). In Lagos, 80 percent of enterprises financed the purchase 

of capital equipment from their own savings and 17 percent borrowed 

from friends and relatives with the result that 86 percent found 

obtaining capital a major constraint (Fopohunda 1981:76). In 

Freetown, 80 percent of the study sample owned capital equipment of 

one kind or another (machines, tools, furniture, vehicles) and most of 

thi s was cheap and locally made by small enterpri sese I~anufacturi ng 

was fou.nd to be, as expected, the most capi ta 1 i ntensi ve sector and 
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retail trading the least capital intensive (Fowler 1981:61). Studies 

have shown all subsectors to experience difficulty in obtaining 

working capital and this appears to affect their operational 

efficiency and to result in many becoming sub-contracters instead of 

independent operators (Schmitz 1982b:171). Commercial credit is 

difficult to obtain because of lack of adequate security and the high 

cost of processing small loans. Banks prefer lending for fixed 

capital investments rather than the working capital so vital to 

informal sector firms (Richardson 1984:25). This is borne out by work 

in Lagos where it was found that 82 percent of the informal sector 

never attempted to obtain bank credit but, of those who did, 88 

percent failed to get it (Fopohunda 1981:76). 

Sumary 

It is apparent, therefore, that over the past 10 years much 

information has been collected to document the characteristics of the 

small entrepreneurs and of their enterprises. This has had a certain 

value in giving some indication of the characteristics of, and 

subdivisions within, this sector. 

-here has been considerable criticism, however, of the dualist 

traditi on whi ch ex es the i n forma 1 s.=.ec:..t;::o~.;.r __ ~om::.:.e::::.t.=.:h.:.:i:.:.;n:.a.g...::.a t:.:pa~r..:t~a:..:.:n::::..d 

removed from the forma 1 

Gerry and Bi rbeck 1981, and Bromley 1978b~. More recently, the 

emphasis has been (as touched on in the introduction) on the linkages 

between the informal and the formal sector, and the way in which the 
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informal sector fits into the larger economy (Tokman 1978b, Schmitz 

1982a & b, Bienefeld 1975, Gerry 1978, Gerry and Birbeck 1981). The 

question of the funtionality or otherwise of the informal sector to 

the state and to capital is examined in the next chapter. The 

remainder of this chapter will · consist of a brief profile of informal 

sector characteristics in South Africa and an examination of what 

Schmi tz (l982b) refers to as the 'branch-specifi c' approach. 

1.6 Profile of the South African Informal Sector 

This has been compiled as a tabular summary of characteristics of the 

informal sector as revealed by research in South Africa. It is 

presented in this way in order to facilitate comparisons of findings. 

I nfonna 1 Sector in South A fri ca 

Characteristic Numbers 

Extent of 9,5% of households 
Informal Sector1 5% of households 

4% of households 

5% of households 

Almost 10% of households 

50 - 60% of households 

21% of economically active 
persons 

Location 

Crossroads-Cape2 
Vrygrond-Cape 
I~ itchell 's 
Plain-Cape 
Heideveld-Cape 

Moroko-Soweto 

Kwal·1a shu-Durban 

Source 

Dewar & 
Watson 
1981:60 

t40rri s 
1980: 114 
Wellings & 
Sutcl iffe 
1984:521 

Clermont-Durban Maasdorp 
1983:156 

1. Som~ of these are percentage of households, others of economically 
actl ve persons, therefore they are ill ustrati ve not comparati vee 

2. These did not include illegal activities ego shebeens which would 
increase the size of the secto~ 
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Characteri sti c 

Sub-sectors1 

Sex 

Numbers 

27% of economically active 
persons 

73% of households (excluding 
agricultural sales) 

32% of adults, which is 69% 
of households 

Retailing 77%, Manufacturing 
and Services 23% 

Retailing 59%, Production 31% 
Services 10% 

Retail 36%, Production & 
Retail 52%, Production and 
Services 4%, Service 8% 

Reta il i ng 43% 
Manufacture 30,5 %, 
Shebeens 18%, 

Retailing 32%, Manual 21% 
Shebeens (brewing and 
selling) 33%, Service 5%, 

Reta i 1 28% 
Manufacture 18%, 
Shebeens 31%, 
child minders 14%, 

57,5% of informal sector are 
women (and notable sexual 
division of labour occurs) 

55% of informal sector 
are women 

Location 

Mdantsane-East 
London 

Kwar~zimelo 
rural KwaZulu 

KwaNgele
peri-urban 
KwaZulu 

Source 

Jacobs 
1982:396 

Preston
Whyte & 
Nene 1984:6 

Cross & 
Preston
Whyte 1983:~ 

KwaMashu-Durban Wellings & 
Sutcliffe 
1984:528 

Cape Town 
vicinity 

Windhoek 

Mdantsane-East 
London 

Dewar & 
Watson 
1982: 133 

Simon 
1984:561 

Jacobs 

Clermont-Durban Maasdorp 
1983:30 

Morokct-Soweto 

Windhoek 

Morris 
1980: 114 

Simon 
1984:565 

Clermont-Durban Maasdorp 
1983:128 

1. These classifications differ from study to study. 
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Characteristic: 

Age 

Education 

Income (profit) 
and income 
distribution 

Numbers 

77,5% of informal sector 
are women 

Hawking1 - 70% are women 

Hawking - 88% are women 

Significant extent of 
child labour 

Hawking under 20 - 6%, 
21 to 30 - 26%, 31 to 
40 - 28%, 41 to 50 -
17%, 51 to 60 - 19%, 
over 60 - 4% 

Average age 40,8 years 

32% no formal education, 
28% some primary education, 
32% some secondary school, 
8~ unknown 

General education level low, 
48% no formal education 

Hawking: Men - average 
4 years. Women - average 6 

Hawking: 21% no education; 
32~ Sub A to Std. 3; 39% 
Std 4 to 6; 7% Std 7-9; 
1% matric 

1. 80% received incomes of 
under R200 per month 

2. Informal sector median 
incomes were higher than 
those in the formal 
sector. 

Location 

Mdantsane 
East London 

Soweto 

Transkei 

Soweto 

Johannesburg 

t~dantsane 

Windhoek 

Mdantsane 
East London 

Transkei 

Johannesburg 

Source 

Jacobs 
1982:396 

Rogerson & 
Bea von 
1982:266 

Nattrass N 
1984a:15 

Zarenda 
1980:302 

Beavon & 
Rogerson 
1982:120 

Jacobs 
1982:395 
Simon 
1984:567 

Jacobs 
1982:395 

Nattrass 
1984:15 

Beavon & 
Rogerson 
1982:120 

Clermont-Durban Maasdorp 
1983:42 

1. Hawking is a subsector of informal sector activity and the 
characteri sti cs are not necessarily representati ve of the whole 
sector. 
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Characteri sti c Number 

3. Highest earnings from 
building and mechanical 
work followed by sellers 
of clothing. 

Percentage of businesses 
generating under R50 profits 
per week·-
49% 
75% 
77% 
64% 

Of the total 48% generated 
weekly profits of under R24; 
71% had profits under R50 per 
week 

80% of sample refused to 
di vu 1 ge income data, "many 
women aimed to supplement 
family income, not at full
ti me emp 1 oyment" . 

Wide income range - top 10% 
of earners accounted for 
30% of informal sector 
income. 

Hawkers - 5% of hawkers 
earned 45% of total income 
from hawking. 

Hawkers - "Striking spread 
of incomes, a minority 
higher than is paid to 
lower echelon wage 
employees in the formal 
sector" Of households . 
dependent on street trading 
the majority exist below 
minimum recommended budget 
level s. 

Men's mean income Rl18, 
Women's mean income R65 
75% of incomes below R200 
per month 
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locati on 

Crossroads-Cape 
Vrygrond-Cape 
Heideveld-Cape 
Hawkers 

Source 

Dewar & 
Watson 
1981:64 

Windhoek Simon 
1984:567 

KwaMashu-Durban Wellings & 
Sutcl iffe 
1984:537 

Durban 

Central 
Johannesburg 

KwaNgele, peri
urban KwaZulu 

Wellings & 
Sutcl iffe 
1984:537 

Beavon & 
Rogerson 
1982:121 

Cross & 
Preston
Whyte 
1983: 10, 11 



Characteristic Numbers Locati on Source 

Forma 1 Sector 57% have never worked in Windhoek Simons 
E~loyment formal sector 1984:567 

20% presently in both formal Clermont-Durban Maasdorp 
and informal sectors, 50% 1982:159 
previously worked in formal 
sectors 

Hawking - 37,5% have never Johannesburg Beavon & 
worked in formal sector Rogerson 

1982:120 
Eq>loyment 66% of enterprises are 1 Cape Town Dewar & 
creation person concerns, only vicinity Watson 

4% employ more than 3 persons 1981:6 

68% of enterprises are 1 Windhoek Simons 
person concerns, 4% employ 1984:565 
3 persons 

69% of enterprises are 1 Clermont-Durban Maasdorp 
person concerns, of the 1983:61 
others majority have 1 
employee 

Preference Reasons for being in the Kwat-l ashu-Durban Wellings & 
informal sector - Sutcl iffe 
61% preference, 8% retrenchment. 1984 :533 
25% to supplement family income 

48% prefer formal sector, Windhoek Simons 
remainder said informal sector 
was all they could do 

1984:568 

85% plan to remain in informal Clermont-Durban Maasdorp 
sector (i.e. not temporary) 1983:59 

Age of 72% under 5 years, 16% over Windhoek Simons Enterprise 20 years 1984:566 

73% under 4 years, 5% over Clermont-Durban Maasdorp 
8 years 1983:59 

Hawking 42% under 5 years, Johannesburg Beavon & 
24% over 16 years Rogerson 

1982:121 

39 



Characteristic Number location Source 

Migrants Hawking. "T he stereotype of Johannesburg Beavon & 
street trading as a temporary Rogerson 
'refuge' occupation for newly 1982:121 
arrived migrants to the city 
is not borne out. No case of 
newly arrived migrants from 
bantustans" . 

Capital 1. 48% started with capital Cape Town Dewar & 
outlay of under R25 and area Watson 
almost without exception 1982: 138 
source was family savings 

2. There is an observable link 
between profit and size of 
available capital 

3. 56% of businesses operated 
with under R250, though 5% 
had investments of over 
R2000 

Median capi ta 1 outlay - R28 Clermont-Durban Maasdorp 
1982: 151 

1. Only 29% of undertakings r~ dantsane- Jacobs 
reported an initial East London 1982:396 
capital outlay 

2. Average capital outlay 
was R395 

Linkages 1. 93% obtained inputs from Clermont-Durban Maasdorp 
Grey St, Durban market, 1983:168 
bottle stores & factories 

2. Customers mainly from shack 
areas & townships, some 
liquor and dagga sales to 
white & Indian customers 

1. 90% of inputs from East 11dantsane Jacobs 
London East London 1983:396+ 

2. 99% of customers were local 401 
individuals and households 

1. Inputs frequently from Windhoek Simons 
formal capitalist sector 1984:564 & 2. Products sold to final user 568 3. Most linkages appear tenuous 
and not exploitative 
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Characteri s ti c Number Location Source 

Problems 40% - regulations of various Mdantsane Jacobs 
authorities East London 1982:367 
20% - suitable premises and 
facil iti es, 
19% provision of capital and 
credit 

40% - harassment by Clermont-Durban Maasdorp 
authorities 1983:73 

From the above it is clear that there is a wide range in the extent of 

informal sector activities which may reflect, in part, research 

methodology but may also indicate areas of higher unemployment and/or 

lower wages. 

Retailing (particularly when shebeens are included) is the dominan~ 

sector,l while in the manufacturing sector garment manufacture2 is in 

all cases the major activity by a considerable margin. There are more 

1. This can be explained in the South African situation as follows: 
lilt may well be that the avenues for genuine productive informal 
sector activities in the Johannesburg area are far more limited 
than in other parts of Africa by virtue of the more developed and 
favoured formal sector and thus distribution and services may 
comprise one of the few options available to earn additional or 
even subsi stence income ll (Zarenda 1980:300). 

2. The manufacture of clothing appears to be important throughout 
Afri ca. Detai led research has shown that ''The largest share of 
small scale manufacturing employment is consistently found in the 
clothing industry which accounts for between 30 - 59% of total 
small scale employment ll (World Bank, 1979:4). 
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women in the informal sector than men 1 but the difference is most 

extreme in the hawking sub-sector. Whi le Zarenda (1980) found 

extensive child labour in Soweto this was not found in either 

Mdantsane or in hawking in Johannesburg. 

In all the studies education levels were fairly low with between 21 

percent and 48 percent having no education. In all studies informal 

incomes were low: Maasdorp (1983), Dewar and Watson (1981) and Cross 

and Preston-Whyte (1983) reporting some 80 percent receiving under 

R200 per month. On the other hand large income inequalities were 

found particularly in the case of hawkers (Wellings and Sutcliffe 

1984; Beavon and Rogerson 1982). In all studies a fairly high 

percentage (30 to 57 percent) had never worked in the formal sector 

while some 20 percent worked in both. There was a marked preference 

1. This could be explained by the fact that African women are more 
economically disadvantaged than men. "Afri can women had lower 
money and lin kind l wages than men and, due to the generally 
higher ••. (costs) •.. of child rearing, an even lower value of 
labour power. Thus their real consumption lay far below that of 
African men on average. These differentially low wages and real 
consumption may have been one of the reasons why African women 
have been at the forefront of many labour, consumer, pass, rent 
and fares struggles in South Africa" (Curtis 1984:395). This 
would indicate that government policies to exclude women from the 
formal economy. as far as possible, have had the effect of 
placing African women in South Africa at a a greater economic 
disadvantage than men, compared to other developing countries. 
Since 1952 women have only been able to come to town to seek work 
if granted permi ss i on from rura 1 labour bureaux: si nce thi s 
rarely happened they could only. in fact, come as dependents of 
urban men. In 1964 legislation forbade even this avenue of entry 
to urban areas so when they did come, illegally, their work 
opportunities were restricted to such fields as the informal 
sector. Since 1980 women have once more been allowed to jOin 
their menfolk but are dependent on them for urban status (see 
Cock et a 1 1983: 281-282). 
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for informal sector occupations. l Very little employment was created 

by this sector - 65 to 70 percent employed no assistants. Frequently 

the great majori ty of enterpri ses had operated for under fi ve years 

but, apart from Clermont (with many new arrivals), there were also a 

fair number of older enterprises. 

iv1igrants did not generally form a significant part of the informal 

sector (see Beavon and Rogerson 1982:121) but Maasdorp (1983:28), 

working in Clermont (which includes a large squatter area), found 52 

percent of the operators were migrants. As a result of influx control 

of course there would be a great difference in migrant representation 

between formal townships (with few migrants) and squatter settlements 

(with many). The capital outlay expended on initiating an enterprise 

was almost uniformly low (although in Mdantsane it was somewhat higher 

with an average of R395). Many operators had no initial capital 

outlay. In all studies backward linkages with the formal sector were 

very strong while almost all the sales were made to township 

residents. This is highly significant since it indicates that 

increased monetary circulation in the sector depends on increased 

formal sector incomes.2 It would appear from the 2 studies cited that 

1. A finding that contradicts these and indicates that the nature of 
the sample (whether work seekers or the informal sector) is 
highly significant is that a mere 7 percent of work seekers 
interviewed at a Durban labour bureau indicated that as a 
survival strategy, in the absence of formal employment, they 
would turn to the informal sector (J>1panza 1984:31). 

2. A similar conclusion was reached following research at KwaNgele 
a peri-urban area 30 kilometers from Pinetown - "The fuel for th~ 
~xpansion of the .inf~rma) economy is the community's disposable 
1ncome. If th1S 1S 1ncreased it will create additional 
opportunity space and people can be counted on to move into it" 
(Cross and Preston-Whyte 1983:13 and 12). This does not take 
into account the phenomenon of 'taste transfer', discussed in 
2.6.2, however. 
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regulations and the corresponding harassment for non-compliance 

constitutes the major problem facing informal sector operators. 

1. 7 Integration of the Enterprise into the Macro-Econo~ 

An increasing number of researchers contend that very general, fairly 

superficial, surveys of the characteristics of informal sector 

operators (though they may have served a certain purpose) increasingly 

need to be replaced by, or at least supplemented by, more penetrating 

and speci fic studies. A major advantage of thi s approach is" ... that . 
greater analytical depth could be achieved if the range of occupations 

under study was reduced" (~romley and Birbeck 1984:184). They point 

out that their interest in this approach was " ... linked to an 

increasing dissatisfaction with the heterogeneity and incoherence of 

the so called informal sector" and a " ... growing uneasiness about the 

approach taken by the ILO/WEP and World Bank studies ... and the heavy 

reliance on questionnaire surveys conducted among random stratified 

samples of household establishments". They disliked this mode of 

research as they felt that "Research on how the urban poor 'make out l 

in an unjust and frequently oppressive social system appeared to be 

bureaucratized into tedious statistical manipulations of data based on 

pre-conceived yes/no categories, producing many metres of computer 

printout but few meaningful conclusions". They argue that often the 

only result of such research is the " ... large scale regurgitation of 

questionnaire results as percentages" (Bromley and Birbeck 1984:184-

185). In their research on' the street sellers of Cali, Colombia, they 

could not use random sampling techniques or pre-coded questionnaires; 
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instead they got to know the traders well enough to discover something 

of their strengths and problems. 

Schmitz (1982b), too, is an ardent advocate of this approach. He 

regards it as essential that workers in the informal sector, and their 

working conditions, are compared with workers in larger enterprises in 

the sa me category. As he ri ght ly poi nts out " •.. what is of concern to 

small scale weavers are the actions of large weaving firms, not what 

the small shoemakers or street sellers do" (Schmitz 1982b:188). 

Branch specific studies (as he terms them) therefore look at 

technology, competition, raw materials, subcontracting and legislation 

for the branch as a whole, not simply the informal sector, and so 

large "enterprises, middlemen, equipment suppliers and input 

di s tri buters are all i ntervi ewed.1 

Many of Schmitz's findings were very different to those of other 

informal sector studies, but it must be remembered that he was looking 

only at manufacturing enterprises. While ease of entry was one of the 

ILO's (1972) criteria for inclusion in the informal sector, Schmi~z 

(1982b) found that entry barriers such as skill and capital were 

1imiting.2 This study is of great significance to informal sector 

research in increasing our understanding of the particular constraints 

suffered by subsectors of the informal sector as well as the strengths 

1. This type of approach is of particular relevance to this study of 
KwaZu1u as the two types of methodologies were combined in order 
to gain a deeper insight into the workings of the informal 
sector. 

2. In the three studies of knitted garments, hammock making and 
weaving. 
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they possess, even though hi s work was speci fi c to Brazi 1. The 

emphasis in Schmitz's work is on the integration of the informal and 

formal sectors rather than the examination of a separate sector (as in 

the dualist tradition). Thus his research highlights the value of the 

radical school's insistence on the effect of external constraints on 

the informal sector, while at the same time rejecting their " •.. gloomy 

and deterministic predictions (which) deny all accumulative prospects 

and (give rise to) a theory of marginalisation as the general paradigm 

of small scale production in the periphery" (Schmitz 1982b:192). 

On the other hand, the fact that accumulation occurs does not deny the 

potency of external constraints which may permit accumulation under 

particular circumstances in particular sectors while preventing it in 

others. 

Conclusion 

This chapter has examined the difficulties inherent in defining the 

informal sector and proposed an operational definition; examined the 

extent of informal activities (in the Third World and elsewhere); 

examined the characteristics of informal sector participants, in South 

Africa and elsewhere; and noted that it is studies which explore the 

integration of the informal into the formal sector which are most 

likely to provide insights into the operation of the sector. 
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CHAPTER TWO 

CAN THE SECTOR GROW INDEFINITELY 

SUJ.f4ARY 

I~any claims have been made regarding the informal sector's potential 

insofar as lessening unemployment and promoting political stability 

are concerned. The aim of this chapter is to show that the informal 

sector is merely a dependent part of the greater economy: its future 

is not autonomous. After briefly examining the linkages between the 

formal and informal sector which determine informal sector growth, 

attention is directed towards the reasons why, and manner in which, 

both the state and the formal sector are able to control the 

development of the informal secto~ This chapter concludes with an 

examination of the situation in South Africa in order to create a 

framework within which the empirical work can be analysed. 
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CHAPTER TWO 

The role of government and capital regarding the informal sector, it 

has been suggested, is that of maintaining the sector at an 

" ... opti mum si ze, not too bi g so as to represent dangerous competi ti on 

to the formal sector but not so small as to have no influence on 

wages" (Davies 1979:101). This is of fundamental importance to the 

understanding of the informal sector as it would imply that it is not 

the informal sector, separately, that must be analysed but its 

relationship to the political and economic structures of the society. 

If Davies' interpretation of the situation is correct then research 

into the characteristics of informal sector operations is less 

pertinent than the operations' linkages to the macro-economy. This 

would mean that the crucial aspects to be investigated are not the 

characteristics of informal sector participants but the space 

available to the sector.1 

The purpose of this chapter is to examine the contributions of 

theorists to the concept that there is an 'optimum size' for the 

1. This question of the space available is, of course, a much more 
difficult aspect to investigate. Although it is possible to 
weigh up the advantages and disadvantages to the state and to the 
formal sector of the growth of the informal sector and to assess 
the theoretical explorations of social scientists it is an 
extremely difficult aspect to analyse empirically. In surveys or 
case studies it is normal practice to investigate the existing 
small businesses, those that are surviving (if not necessarily 
flourishing). This means that those that could not be 
established, or were forced to close down as a result of formal 
sector activities, are not analysed. This is a fundamental and 
major drawback of field studies and a justification for a 
theoretical assessment as well as an empirical one. 
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informal sector. The mechanisms by which this optimum size could be 

maintained are examined, followed by the advantages and disadvantages 

to both the formal sector and the state of the continued existence of 

the informal secto~ 

2.1 Linkages - Exploitative or Benign? 

Moser (1978) stresses the need to examine the relationship between 

'the different elements of the ensemble' rather than the need for 

defining the two sectors. She points out that: 

'it has been concluded that the level of capital accumulation 
possible is constrained by structural factors in the total socio
economic system such that small scale activities in the urban 
sectors •.• can only participate in growth in a dependent 
subordinate way •.• The" studies have taken a pessimistic view of 
the relationship between large and small firms and assume them to 
be 'exploitative' rather than 'benign'" (r~oser 1978:1055-1056). 

These 'exploitative' and 'benign' interpretations of the relationships 

are examined in some detail by Tokman (1978). He subdivides both 

'exploitative' and 'benign' relations into 'autonomous' and 

'integrated' (i.e. the extent to which they interact with the macro-

economy). The autonomous informal sector under benign conditions is 

seen as providing goods and services for lower income groups and has 

minimal links to the rest of the economy. The advantage of the sector 

to the macro-economy in th is ins tance is tha tit is 1 abour, not 

capital, intensive so its contribution is to lessen unemployment while 

decreas i ng forei gn borrow i ng. If the informal sector is integrated 

into the total economy, under benign conditions, the growth potential 

of the sector is considered (by some) to be further rei nforced si nce 
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the linkages are assumed to be complementary. Because this sector is 

located close to customers, provides credit and sells in small units 

it is seen to be playing a vital role in distribution for the formal 

sector. It is also highly integrated into the economy - exporting 

roughly 75 percent of its production and importing 75 percent of its 

consumption. This approach "(i.e. viewing the informal sector as 

integra te d under ben i gn cond i ti ons) fa vou rs sub- contra ct i ng, since 

this increases the links between the sectors and anticipates an 

\ 

increase in the size of the informal sector with that of the formal 

sector .1 

Opposed to the assessment of linkages as benign is the view that they 

are essentially exploitative. These conditions, too, can be 

autonomous or integrated. Under condi ti ons of autonomy the informal 

sector, operating largely in isolation from the formal sector, is felt 

to depress wages in the formal sector by allowing for the" existence of 

a reserve army of the unemployed and by providing workers with 

relatively cheap goods and services. The linkages with the formal 

sector are felt to be controlled by, and in the interests of, the 

formal sector; thus the informal sector experiences a lack of stable 

access to certain inputs and to markets. The monopoly of resources 

that the formal sector enjoys means that only residual resources are 

available to the informal sector. The markets left to the informal 

sector are those which are unattractive, because of size or income 

levels, to the formal sector. However, improved markets will result 

1. Since higher average income levels would increase the informal 
sector market. 
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in formal sector penetra ti on, thus 1 i mi ti ng the growth potential of 

the informal sector. Growth of the sector is thus seen to be the 

result, not of the generation of surplus, but of an increasing labour 

force which cannot be absorbed by the formal sector (i.e. 

involutionary growth)1 and also of the existence of market 

possibilities rejected by the formal sector. When, however, the 

informal sector is more closely integrated into the economy there is a 

reinforcement of both market subordination and of the lack of a~cess 

to resources (operating through the manipulation by the formal sector 

of backward linkages i.e. informal sector inputs). Further, such 

integration is considered to lead to a siphoning-off of surplus since: 

"The urban elite absorbs a disproportionate share of urban 
income; the dynamism of the lower circuit is therefore absolute 
when this economic subsystem is considered to be close~ (Santos 
1979:135-136). 

According to Tokman (1978b) the vital question concerning the space 

available for growth of the informal sector is determined by the 

formal sector, or as he puts it by 'oligopoly conditions'. Tokman 

therefore stresses the necessity of examining the forces affecting the 

informal sector rather than analysing it as an independent entity. 

2.2 Conservation by the State of the Informal Sector 

The informal sector -may be seen by the state as a solution to 

1. Involutionary growth is when an increase in numbers of 
participants is not matched by an increase in money circulating 
thereby resu lti ng in fa 11 i ng income. 
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wi despread unemployment. a means of lesseni ng trade uni on pressure. 

and a way of effecting fiscal savings. 

2.2.1 Structural Unemployment 

A major reason for the interest displayed by international agencies 

and Third World governments in the informal sector is the increasing 

s tructu ra 1 unemp 1 oyment deve 1 opi ng countri es are experienci ng. Any 

solution to their problem would involve increased social security, at 

considerable cost to the state and employers; the alternative would 

appear to be ever increasing political instability. Thus the major 

factor regarding the encouragement rather than elimination of the 

informal sector is that structural unemployment in the Third World 

countries is increasing rather than decreasing and informal sector 

employment is seen to offer a means of red~cing this imbalance. Thus 

" ... a number of wri ters ha ve poi nted to the crea ti on of emp 1 oymen t 

opportunities as the single most important function of petty commodity 

producti on" (Kennedy 1981: 584). Bi enefe ld and Godfrey (1975) exami ne 

more closely this concern with unemployment and show that "there are 3 

main reasons why one might be interested in the problem of unutilized 

1 abour power. One mi ght see it: 

1. As a deplorable waste in the context of a concern with growth and 
economic development generally. 

2. As a critical issue which identifies i.e. quantifies and locates 
the suffering inflicted by the polarizing tendencies of 
capitalist development, both from poverty due to low income and 
from the demoralization and indignity of having no productive 
role. 

3. As a potential source of political instability or social unrest" 
(Bienefeld and Godfrey 1975:4). 
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The burgeoning interest of governments in the informal sector whilst 

directed ostensibly at the second reason, may well be less overtly 

focused on the thi rd reason. 

While there are vast differences in informal sector acti vity between 

First and Third World countries it is interesting to note that 

in examining the survival of what are virtually informal sector 

activities in Italy "it is difficult not to conclude that the survival 

of the traditional sector has been willed by Italian political elites" 

(Berger 1981:80). The reason for this is interpreted as follows: 

"The traditional sector absorbs and digests problems that might 
otherwise tear apart what the political elites of all parties 
regards as a fragile social fabric. Of these potentially 
radicalising problems none is more critical than employment •.. 
The elasticity of (these) firms makes them the shock absorbers of 
the economy ... " (Berger 1981:84). 

2.2.2 Trade Union Pressure 

A reason for the encouragement of small business in Britain is argued 

to be " ... a desi re to reduce the power of trade un; ons" (Bechoffer and 

Elliott 1981:188), since, they contend, "strike rates and union 

activity are generally much lower in small concerns. Stability, 

profitability and social control may all be served by the promotion of 

small fry .•. ". While the level of trade union activity in Third World 

countries genera lly would not make thi s, as yet, a major reason for 

interest in the informal sector, in South Africa the trade union 

threat is increasingly being seen by capital as significant. 
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The high degree of differentiation characteristic of the informal 

sector is also functional to political stability since it: 

" .•. militates against the formation of groups who might gain 
enough economic or political control to force changes in the 
structure of the economy. (This) means that the long term 
survival of 'refuge occupations' is supportive rather than 
detri menta 1 to the conti nuance of the exi sti ng capi ta 1 i st urban 
economy" (Hoser 1977:487). 

2.2.3 Fiscal Savings 

Apart from the advantages to political stability (i.e. to the 

legitimation of the government) of the informal sector there are also 

very real cost advantages which encourage the conservation of this 

sector by the state. The costs of training in the informal sector, 

low as they are, are borne either by the pupil in a well established 

apprenticeship system or skills are simply picked up on the job by the 

employee. It was found in Nigeria, for example, that: 

" ... industrial skill training is a two tier system. First, 
industrial skills can be acquired in a formal institutional 
setting ... Second. industrial skills can be acquired through the 
indigenous apprenticeship system in the informal sector .•• The 
informal sector apprenticeship system has contributed immensely 
to industrial skill training and the development of small-scale 
industry in Nigeria" (Oyeneye 1984:61 & 67). 

Another way in which the informal sector reduces the fiscal demands on 

the state is by savings in foreign exchange. Thus by recycling raw 

materials and by " ... showing ingenuity in using old spare parts and/or 

basic materials in order to bui ld substitutes -for various pieces of 

equipment ... " (Kennedy 1981:587) petty commodity producers are 

effecti vely reduci ng the country's import needs. 
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The cost benefits to the state include more than these very direct 

savings, however. The informal sector, by providing income - earning 

opportunities for those who would otherwise be unemployed, or too old 

or infirm to work in the formal sector, reduces the social security 

demands on the state. One reason for the interest shown by many 

governments in the i nf or ma 1 se c tor may there f ore be tha tit 

appears" . . . to offer the poss i bil i ty of he 1 pi ng the poor wi thout any 

major threat to the rich, a potential compromise between pressures for 

the redistribution of income and wealth and the desire for stability 

on the part of economic and political elites" (Bromley 1978b:1036). 

The fact that money is not being spent on social welfare investment1 

means that more capital is available for investment " ... in areas which 

directly benefit the capitalist mode of production" (McGee 1979:9). 

2.3 Conservation -by Capital of the Informal Sector 

It is not only the state that is aware of the advantages of promoting 

the informal sector. Businessmen are similarly aware of the benefits 

involved. According to this view capital promotes the informal 

sector: 

" from a general wish to see a market economy with lots of 
small competing units; from a wish to see risk taking and 
innovation in the hands of little enterprises rather than their 
own; from a des ire to reduce the power of trade uni ons and from 
the knowledge that strike rates and union activity are generally 
much lower in small concerns" (Bechofer and Elliott 1981:189). 

1. An example of this is that informal sector housing and lodging 
reduces pressure on the state to invest in housing. 
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2.3.1 lowering Wage levels 

The advantages of the informal sector to the formal sector include: 

1. its social security role. 

2. the provision of a subsidy to low industrial wages in a similar 

manner to the rural subsidy from subsistence farming. 

3. the provision of goods and services more cheaply than the formal 

sector could supply them, thus keeping formal wages down (see 

Davies 1979:98, 101). 

All three points in fact indicate that the informal sector could serve 

to depress wages in the formal sector but it is extremely difficult to 

show empirically that they have this effect. It is likely, however, 

that the sector (by its very exi stence) lessens both the need for, and 

the means by whi ch (s i nce it lessens the poss i bi 1 i ty of group 

solidarity) workers could press for wage increases. 

14 0ser (1981) found in Ecuador that where wages in the formal sector 

are below the 'family wage' (i.e. the wage needed to support a family 

at a minimum level) it is women who "adopt a variety of alternative 

survival strategies to supplement family income" (Moser 1981:20).1 

The fact that families are able to supplement their incomes in this 

way, however, works to capital's advantage. For her, "the evidence 

suggests that women's contribution, through a variety of wage labour, 

1. Thi sis a poi nt to be noted in the empi ri ca 1 research in 
Kwa Mashu. Thus women can be referred to as 'economic shock 
absorbers' (Cock 1983: 279). 
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petty commodity and unwaged forms of work acts as an important 

mechanism which allows men to sell their labour power to the 

capitalist sector for less than a subsistence family wage" (Moser 

1981:28).1 Beavon and Rogerson (1982), Wellings and Sutcliffe (1984), 

and Bienefeld and Godfrey (1978), like Davies (1979), suggest that the 

availability of cheaper goods through informal manufacturing and 

trading may "hold down the pressures for rising wage labour costs in 

capi ta 1 i st enterpri ses" (Bea von and Rogerson 1982: 111). 

It is also argued that " ... by functioning as a form of social security 

the i nf orma 1 sec tor ea ses the pressures on cap ita 1 i st emp 1 oyers to 

contribute to the 'social wage' by various forms of taxation" 

(Hel1ings and Sutcliffe 1984:540). These points although 

theoretically interesting are difficult to substantiate empirically. 

A mu~h more broadly based investigation into the whole economy and the 

linkages between the sectors would be necessary in order to decide 

whether wages are in fact lowered by the existence of the informal 

sector and even then conclusive results would be difficult to obtain. 

Bienefeld and Godfrey (1975) argue that the informal sector also 

serves to keep wages down by performi ng a reserve army role. Thi s 

1. It can be argued that when people, despite the presence in the 
household of a wage worker, give the reason for their involvement 
in informal sector activities as 'poverty', it is the lack of a 
'fami ly wage' and of social securi ty benefi ts for the wage worker 
to which they are referring. This is so in South Africa largely 
because wages are 'bachelor' wages paid to migrants (whether in 
fact the man's family resides in a township or a 'homeland') and 
the social overhead capital of maintaining his family is borne 
(or thought to be borne) by the 'homeland' economy. 
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would imply that people in the informal sector are there only until 

they can obtain formal sector employment. When they lose their formal 

sector jobs they mark time with informal sector employment. Whether 

this is so or not, the important question is whether informal sector 

operators are perceived as a 'reserve army' by wage workers. It is 

possible that if wage workers perceive the informal sector as a 

'reserve army' of potential wage workers waiting to move into their 

jobs they may hesitate about making wage related demands. 

2.3.2 Bearing Risks 

A further benefit to the formal sector is that the informal sector 

" .•. serves only residual markets in which large firms are not 

currently interested. As soon as the small producers have developed a 

market to the extent that it is of interest then the large firms take 

it over" (Bienefeld and Godfrey 1975:8). This aspect consequently 

hinges on the risk taking function of the informal sector. 

Robertson (1983) writing on the Mokola market in Accra, (Ghana), notes 

very emphatically that it is informal sector traders who bear the 

risks. "They (the small traders) are exploited by the big firms who 

successfully shift the brunt of the marketing risks onto their 

shou 1 ders yet absorb mos t of the profi ts. The mi ddl ewomen are then 

blamed for supply problems and the resultant hardships" (Robertson 

1983: 490). 

A similar phenomenon occurred in Lima where" in the transport 
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sector, the bus routes which were opened by independent owners of 

ramshackle cars were gradually taken over by fleets of capitalist 

owned microbuses". It was also found that most products sold by street 

traders " •.. have a high risk factor either because there is unstable 

demand or because the products are peri shable" (McEwan Scott 1979:124-

125) . 

Another route by which the risks of the capitalist sector are 

transferred to the informal sector is by sub-contracting. Bienefeld 

and Godfrey (1975:8) show that one of the advantages exploited by the 

capitalist is that price-competition between informal operators 

results in the low price of sub-contracted inputs to the formal 

sector. Thus "I n Japan the use of sub-contracti ng has apparently 

allowed the large capital intensive plants to transfer uncertainty 

onto small firms" (Berger 1981:85-86). If a firm cannot fulfil its 

target the extra is often sub-contracted because the margi na 1 return 

on further investment is small if not negativa A further advantage 

to capital during a recession, is that, as Berger (1981) found in 

Italy, sub-contracting as much work ~s possible out of the plant 

avoids hiring new workers who could not easily be dismissed. Thus a 

policy of sub-contracting to the informal sector provides several cost 

and risk sharing advantages to the formal sector. 

2.3.3 Increased Distribution of Formal Sector Goods 

Besides such production advantages to the capitalist sector there are 

also important distributional advantages in encouraging the informal 

sector. Bromley (l978a), writing on Colombia, shows that street 
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traders comprise a major distribution system for importers and 

manufacturers, particularly of goods which are consumed regularly and 

in small quantities. In short, "street traders provide a low cost 

labour intensive distribution system which works long hours and 

involves virtually no commitment or responsibility for manufacturers 

or wholesalers" (Bromley 1978:1065). Since it is highly competitive, 

margins are forced down and traders sell at a wide range of locations 

for long hours thus increasing the availability of goods and widening 

the market for manufacturers. 

In late Victorian England 'corner shops' served a similar function by 

increasing the sales of formal sector goods: 

"Far from presenting a threat to the substantial tradesman, such 
(small) shops provided a complementary service supplying the 
irregular, unstable but ~xpanding working-class market. Through 
them the larger retailer could also participate indirectly in 
this trade ... " (Winstanley 1983:13). 

Traders in the i nforma 1 sector are often prepared to extend credi t, 

part ly because of the intense competi t i on but a 1 so because many of 

their customers are known to them personally, whereas credit would be 

unobtainable from a formal sector outlet. This increases the 

distributive network by enabling people to buy goods which they could 

not otherwise have afforded. The fact that many small-traders are 

prepared to break bulk and sell in very small quantities also 

increases the distributive network (selling goods where they would not 

otherwise have been sold) and ultimately benefiting the formal 

producer as much as the low income customer. 
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Distribution is also facilitated through ostensibly independent 

informal traders who are in fact closely integrated into the formal 

economy. Bromley (1978a:1165) found in the course of research in 

Cali, for example, that at least 35 percent of all street traders are 

'commission sellers ' or 'dependent workers ' ; i.e. disguised wage 

workers. Consequently capital enlarges its market since: 

"l'lany street traders are 1 i ttle more than di senfranchi sed 
emp loyees of 1 arger enterpri ses... and carry most of the ri sk in 
unstable and sometimes illegal activity. 'Employers ' avoid any 
binding obligation to 'employees ', escaping government attempts 
to regulate employment through social security, job security and 
minimum wage legislation" (Bromley 1978a:1l68). 

2.3.4 t~inimising Trade Union Activity 

It is a great advantage, to the capitalist as well as to the state, 

that the informal sector operator's independence (illusionary or not)' 

and his sense of competitiveness with his peers, works against the 

kind of group solidarity necessary for trade union activity. It has 

been found that "Most small businessmen, in Britain at least, dislike 

trade unions, not just because the latter fight for higher wages, but 

because their whole approach and style represent that hi ghly 

organised, large scale world which independent entrepreneurs generally 

try to keep at armis length" (Bechofer and Elliott 1981:195). Sub-

contractors and dependent traders are far less of a threat to the 

formal sector than are wage employees who can attempt to force change 

by group solidarity. The fact that informal sector traders and 

producers are almost entirely dependent on the formal sector for their 
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inputs means that their livelihood is dependent on their acceptance of 

prices and conditions. Furthermore, as small undertak.ings they lack. 

financial muscle. 

2.4 J4eans by which the State and the Capitalist Sector Conserve the 

I nforma 1 Sector 

Some of the means used by the State and by the capi ta 1 i st sector to 

conserve and extend the informal sector are very si mi lar, ego 

promoting the 'myth of success', or making capital and knowledge 

available: others are peculiar to one, ego the formal sector 

establishing links with the informal, or the other ego the state 

revoking restrictive legislation. 

2.4.1 The Myth of Success 

As long ago as early Victorian times it was suggested that a 'corner 

shop' was a possible route to affluence but historical research shows 

that: 

"Theoretically a ladder to independence and local status for 
aspiring working men, in practice running a small shop was the 
resort of unskilled migrants, widows and wives of labourers 
trying to ek.e out a living and possibly ... a cushion for 
black 1 i s ted factory opera ti ves. I n the hard decades up to 1850 
at least such shopkeepi ng offered 1 i ttle chance of a 'rags-to
ri ches' fai ry story" (Winstanley 1983:15). 

The 'myth of success' is a major way in which allegience to capitalist 

phi losophy (an important reason for the conservation of the informal 

sector) can be ensured. The idea that it is possible to rise from 

humble beginnings as a petty producer and reach the ultimate goal of 
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owning a large business is a major inducement to the continued 

perseverance of many informal sector operators. The publicity given, 

and note taken, of success stories are sufficient to motivate many 

thousands of aspiring entrepreneurs to enter the fray in spite of the 

doubt one might reasonably have about the continued independence of a 

successful small scale business (see Gerry and Birbeck 1981:148). 

Those who succeed become models with which the less successful 

identify their own futures. Radical literature stresses that, because 

the capitalist sector opposes the unlimited development of petty 

commodity production (see 2.6), this route is in fact largely 

ill us i onary. They emphasi se that the value of the informal sector 

to the formal sector lies in the apparent ease with which the poor can 

attain riches.1 The poor feel that the route to success is not closed 

to them but that failure to achieve it is the result of personal 

deficiencies - not those of the capitalist system. ,This increases 

thei'r commitment to the capitalist ethic at the same time as 

motivating increased participation in the informal sector. The 

emphasis by the state and capital on the individual's route to success 

is important since it contributes to the "sti mulation of an 

individualistic-competitive, petty bourgeois, attitude to work" which 

" ... inhibits possibilities of organisation and solidarity" (Bromley 

and Gerry 1979:11). 

The symbolic value of the 'myth of success' lies in the "ideological 

servicing of contemporary capitalism" (Bechofer and Elliott 1981:193). 

1. By stressing 'ease of entry' into the informal sector the 
reformist school appears to imply that such entry in itself 
ensures subsequent success. 
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Thus. efforts to develop the informal sector stress the 

individualistic-competitive ethic so vital to the continuance of 

capi talism (both because of the commitment to the capitalist ethic and 

because it lessens involvement in pressure group politics such as 

trade unions). 

2.4.2 Informal Sector Encouragement by the Formal Sector. 

Bromley's (1978a) research in Colombia showed clearly that the formal 

sector encourages the development of distributi ve links between the 

formal and informal sectors. The increas i ng advocation of sub

contracting by many in industry also indicates the desire for the 

development of links on the production side. Large enterprises. aware 

of the advantages. seek to encourage small concerns by provi di ng loan 

capital or technical k~owledge and by persuading governments to assist 

such efforts (see Sechofer and Elliott 1981: 187). Such efforts are 

directed primarily at small formal firms but in South Africa are 

directed increasingly at the informal sectors. 

2.5 Suppression by the State of the Informal Sector 

The State's legislative apparatus almost invariably seeks to control, 

or even eliminate, the informal sector. There are various reasons for 

the state's attitude towards the informal sector but the most 

important is its need to co-operate with. aid and abet capitalist 

interests in the formal sector. As Hunt (1981) expresses it. in 

discussing j·1 arx's view of the state. "During each period of history, 
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or for each mode of production, the state is the coercive instrument 

of the ruling class" (Hunt 1981:93). Other ideologies, however, view 

the role of government very differently reformists view it as 

acting, or at least capable of acting, in the best interests of 

society as a whole and not only of a particular class. The role of 

government in a country's economic affairs clearly differs markedly 

from one country to another dependi ng on the type of economy and the 

stability and efficiency of the government. (·1uch of the research on 

the effect of government deci s ions on the i nforma 1 sector in Thi rd 

World countries indicates that governments generally are protecting 

and supporting the formal sector, particularly foreign - owned 

multinationals, at the expense of the indigenous informal sector. 

Thus governments " .•• create an economic environment in which large 

firms, multinational as well as national, are sheltered from 

competition and given incentives to use excessively capital intensive 

methods of production" (Griffith 1977:64). Part of the reason for 

this is the negotiating power of the multinationals who~ in return for 

bringing capital and expertise or technology into a country, can 

insist on protection against indigenous competition. A further reason 

is that government members, being part of the educated, salaried, 

elite (and frequently with business interests of their own), protect 

their interests at the expense of the poor who are often ill iterate, 

and politically disorganised. These points are developed inter alia 

by Werlin (1974), Robertson (1983), Weeks (1973b) and Ross (1972). 

A critic of the ILO study of Kenya contends that "the affluent 

minority in Kenya has always exercised far more influence over 

decision making than the impoverished majority" (Werlin 1974:211). 
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Prior to independence in Kenya, government policies were largely 

determined by, and beneficial to, the European elite. Eli te 

domination was supposed to end with the coming to power of an African 

government but, while colonial vestiges are being removed in Kenya, 

" .•. the expatriate elite is now being replaced by an African 
bourgeoisie virtually as uninterested in abolishing economic 
inequality as the previous regime... This makes it very unlikely 
that the government will significantly help the informal sector 
at the expense of those Afri cans who; ncreas i ngly benefi t from 
the existing formal sector" (Ross 1972:32). 

Another illustration of government interest in big business is drawn 

from the decline of Makola market in Accra where it is noted that 

"Government's actions concerning small entrepreneurs since 

independence ha ve been bi ased towards contro 1, whi le genera lly 

a llowi ng bi g busi ness freedom of acti on" (Robertson 1983:486). 

The role of government in the type of industrial development that is 

encouraged is a concept Weeks (1973b) develops. He contends that 

" •.. in the Third world the state plays the major role in determining 

access to resources and therefore pri vate profi tabi 1 i ty; further, I 

argue that the state planning process must be seen as a process of 

regulating and restricting opportunity" (Weeks 1973b:76). He 

maintains that the popular view regarding the duality of economic 

structures (that of a low income sector which is a relic of the past 

and a high income and high technology sector) " ... is wrong as its 

basic premise ignores the role which the state plays in fostering 

dualism ... " since, he argues, " ... the formal sector develops in a non

competitive environment with priveleged access to strategic resources" 

(Weeks 1973b:77 &79). He also stresses the desire of the Kenyan 

66 



government to attract international firms and that this must 

inevitably be at the expense of the indigenous sector. He explains 

that: 

"it is of course not beyond the wit of man to formulate state 
policies to force upon international firms the use of local 
suppliers. Policies aimed at doing so can be found in the ILO 
report on Kenya - for example that foreign firms specify a 
programme of fostering indigenous suppliers. Yet such policy 
measures impose a cost upon i nterna ti ona 1 fi rms and it is 
unlikely they would be welcomed. It is not very realistic to 
expect them to be imposed by a state which has clearly 
demonstrated its priority for foreign investment through tariff 
and quota policy, fiscal and monetary policy, industrial 
licensing policy, and building and health regulations" (Weeks 
1973b: 82). 

Weeks clarifies in his article the difficulties a country intent on 

encouraging foreign investment will experience in trying, 

simultaneously, to develop the informal sector: this highlights a 

major obstacle confronting the development of the informal sector. 

The subsistence function of the informal sector, in the absence of 

adequate formal sector employment, is assumed by many Third World 

governments to encourage rural-urban migration. This is a further 

reason favouring the suppression of informal sector activities. The 

unregulated, untidy appearance of much informal sector activity 

creates a picture of urban life very different from that of the 

Western cities most Third World Governments seek to emulate. The lack 

of organisation of squatter areas, the irregular paths and jumble of 

shacks together with the lack of control by the state over informal 

sector businesses make these areas, in the eyes of the authorities, a 

possible breeding place for insurrection, vice and disease. The fact 

that tourists, a growing source of income in many Third World 
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countries. will find them unsightly is a further justification for 

their eradication. 

An example of this is recent legislation passed in Tanzania. the 

Human Resources Deployment Act of 1983. which requires the 

resettlement of unemployed urban dwellers in their villages of origin. 

The objective is allegedly to counter growing urban unemployment and 

diminishing rural agricultural production. In Dar-es-Salaam the 

entire informal sector was declared illegal: 

" ... unlicenced motor mechanics, shoe-shine boys, hawkers, petty 
traders, ta i lors. barbers, etc •• are trea ted in the same way as 
'loiterers'. It should be noted that many of these people are 
totally self-reliant. hard working and enterprising. Some are 
better off than salaried employees... Round ups and arrests of 
suspects ha ve been a common fea ture of 1 i fe in Dar-es-Sa 1 aam •.. 
The President has described this campaign as a strong vehicle for 
enhancing economic production in the country ••• Our immediate 
concern is to observe the state's criminalisation of rational and 
ordinary pr.actices and the state's employment of its coercive 
apparatuses in enforcing this policy" (Shaidi 1984:85-87). 

2.6 Suppression by Capital of the Informal Sector 

2.6.1 The Elimination of Competition 

The development of capitalism from the stage of competitive capital to 

monopoly capital necessitated the elimination of competition. An 

interesting example of this occurred in early twentieth century 

Britain and illustrates a strategy used by the competitive level of 

capi tali sm: 

" •.. substanti a 1 tradesmen were not slow to demand unprecedented 
state interference with individual freedom. calling for 
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compulsory early and Sunday closing to rob the small man of his 
most valuable competitive weapon - long opening hours -
disguising their real intentions, however, as a disinterested 
crusade for the improvement of shop assi stants' hours of work. 
Deprive the family shopkeeper of the opportunity for exploiting 
his relatives by restricting the hours he could open and the 
"Shop Question" as it was known, was immedi~te1.y solved. No 
matter that this represented an unprecedented lnfrlngment of the 
self-employed man's freedom to work when he wished" (Winstanley 
1983: 15). 

The fact that informal sector operators have fewer overheads! is an 

important reason why formal businesses are sometimes highly 

antagonistic towards them. On occasion very real advantages may lie 

with the informal sector.2 It would appear that one of the advantages 

of the informal sector is, strangely enough, its very illegality. 

This illegality necessitates it being virtually invisible and, while 

creating other difficulties, means that it does not have to conform to 

such legi s 1 a ti on as hea 1 th requ i rements, tradi ng acts, return of 

official forms and payment of income tax. This brings the informal 

1. They have fewer overheads because their residence may double as a 
work place; they do not abide by minimum wage legislation; they 
use family members instead of paid labour; and they have far less 
paper work since they do not submit returns to the governmen~ 

2. Tokman (1978 a) found in the course of research on competi ti on 
between the informal and formal sectors in retailing in Santiago 
that the informal operators enjoyed such a competitive advantage 
in low income areas of Santiago that a large supermarket found it 
necessary to close all its operations in poorer areas of Santiago 
after trying for ten years to break the competition of the 
informal shops. He estimated that the competitive advantage lay 
in the fact that those with low incomes needed to purchase small 
quantities of different products daily and so shops that broke 
bulk, were located withln easy walking distance and worked long 
hours, flourished. He also found that within the informal sector 
there was an emphasis on the repair of articles which in the more 
affluent sector would be discarded. Hence, manufacturers tend to 
feel that the repairing of articles and thus the existence of 
informal sector repairs is costing them increased sales. Tokman 
(1978 a) estimated in fact that 75 percent of informal sector 
employment in Latin America is in the service sector which 
inc 1 udes repair work. ' 
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sector into conflict with the competitive level of the formal sector. 1 

By removing excessive control of standards for all businesses in 

poorer areas some of the antagonisms felt by the small formal sector 

businesses might be removed, but this might also remove one of the few 

competi ti ve advantages of the petty commodity producers and traders 

since they do not conform to these requirements anyway. Removing 

excessive legislation would increase the competitive advantage of 

small formal businesses. It is the competitive level of capitalism, 

therefore, which most opposes the informal sector.2 

1. Evidence of this was found in Zimbabwe where " ... the main 
competition in the informal sector comes from black petty 
capitalists - certainly these are one of the groups most opposed 
to informal trading" (Davies 1979:96). Small formal sector 
capitalists would clearly oppose any move to regulate the 
position of the informal sector in which it was not made clear 
that the informal sector would have to abide fully by all the 
legislation governin'g the competitive level of capitalism. This 
despite the fact that, according to Davies (1979), many small 
capitalists rose from this stratum themselves. Much of the 
legislation governing black petty capitalists in Southern Africa 
is there to maintain standards which prevail in the West. Thus 
"the cus tomer is payi ng for the ensu rance of standards... (whi ch 
for the poor) might be regarded as a waste of time" (Davies 
1979:95). Hany laws could therefore be abolished with regard to 
both small scale formal and informal businesses. 

2. A criticism of the ILO's position on the informal sector in Kenya 
is that "those traders, distributors, transporters, owners of 
service enterprises, in fact all African businessmen who had 
su cceeded in break i ng into some more or 1 ess protected area of 
activity, where a more substantial and secure profit could be 
made, wou 1 d ha ve to gi ve up thei r new found protecti on so as to 
give encouragement to the unregulated and competitive (in the 
mission's terms 'informal') sectors from which they had recently 
escaped" (Leys 1975:262). 

70 



2.6.2 Taste Transfer 

A more insidious and far less direct way in which capital suppresses 

the informal sector is through a process known as 'taste transfer': 

the manipulation of the tastes and desires of the poor to conform with 

the goods manufactured in the formal sector. Advertising and 

packaging greatly affect the tastes, and so consumer demand, of the 

poor. Si nce petty commodity producers lack the fi nance necessary for 

advertising they find themselves at a grave disadvantage when 

compet i ng with forma 1 sec tor fi rms. Capi ta 1 i st penetra ti on of the 

Third World " ... changes attitudes and creates a new and expanding 

range of felt needs - for shoes, bicycles, manufactured furniture, 

ready made clothing etc," (l1c Gee 1971:82). Research into soap 

manufacture in Kenya showed that advertising " ... must be seen as a 

centra 1 factor in the transfer of tastes to thi s country from 

developed capitalist societies ... Advertising has been crucial in 

generating local demand for sophisticated, well packaged, 

multinational corporation type products" (Langdon 1975:20; see also 

Bienefeld 1975:56 &62). 'Taste transfer' is defined as "redefining a 

simple basic need for soap into a demand for Omo, Cold Power, Lifebuoy 

or Palmolive ... for drink into a demand for Coke or Pepsi ... for food 

into .. Cadbury's chocolate bars ... ". Thus " ... they establish patterns 

of demand which are very hard for small scale, indigenous Kenyan 

industrialists to meet directly" (Langdon 1975:30). 

Similarly, Stewart (1977) working on maize processing in Kenya found 

that a switch to white flour resulted largely from advertising. These 

changing tastes required changes in technology to which the small 
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producer was financially unable to adapt (Kaplinsky 1979). The result 

is that "once advanced country technology has been introduced it 

creates a society in its own image, requiring further imports of 

technology to feed the markets which have been created and to enable 

the industri es to survi ve and expand" (Stewart 1977: 138). Thi s 

effectively precludes informal manufacturers from production and 

ensures that markets are retained by the formal sector. Thi sis the 

major reason for the suggestion (Tokman 1978a) that it is 

manufacturing within the informal sector which, particularly in the 

event of higher incomes for the poorer sections of Third World 

countries, will wither and decline while the service industries may 

well prosper. 

A further important aspect of 'taste-transfer' is its role in social 

control. HU'1t (1981), in discussing the work of Veblen, points out 

that there are two principal ways in which capitalists exercise social 

control. One is 'patriotism, nationalism, militarism and 

imperialism'. The second is through 'emulative consumption' or 

'consumeri sm' (see also t1 ason 1981). The reason for thi sis that "one 

of the most powerful forces is society is emulation, which is the most 

important guarantor of social, economic and political conservatism" 

(Hunt 1981:129-131). Veblen insisted that relative poverty (not being 

able to consume goods at the same level as those with whom one is 

accustomed to class oneself), is every bit as important as absolute 

poverty. The enormous sums of money spent on advertising by the 

multi-national corporations, the new models brought out annually to 

fi re consumer desire, serve to keep people on the consumer treadmi 11 
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and ensure their allegiance to capitalism. This reinforces the 

symbiotic relationship between government and the multi-national 

corporation by serving simultaneously the interests of both. 

2.6.3 Formal Sector Hegemony 

The above paragraph suggests that the 'space' available for 

development of the informal sector is a direct function of the extent 

of formal sector development and, far from being the result of 

characteristics and abilities of informal sector operators, is 

virtually entirely dependent on the formal sector. Thus " ... the 

avenues of expansion and capital accumulation available to petty 

commodit;' production are largely determined by the extent to which 

capitalism has established its hegemony over the principal production 

processes in the economy" (Gerry and Birbeck 1981:133). This idea can 

be extended further to suggest that "the petty commodity sector... is 

concerned with the provision of goods and ·services considered 

unprofitable by foreign or large scale capital" (Ivtoser 1978:1058). 

When these goods do become profitable, however, large scale capital 

would begin producti on and readi ly capture the petty commodi ty 

producers' market. The informal sector can thus be seen as being 

" ... like a chameleon taking its colour from its environment •.. it is 

a dependent stratum - dependent first and foremost on the dominant 

economic groups and institutions. It is their decisions, their 

interests, that do most to affect the size and circumstances of the 

stratum •.. " (Bechofer and Elliott 1981:187). 

It would, perhaps, be too much to expect the formal sector to assist 
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the informal sector if this conflicted with its own best interests. 

The capitalist sector thus constantly limits the 'space' available to 

the informal sector without ever destroying it totally. Leys (1975) 

suggests that in order to follow the recommendations of the ILO report 

that the linkages with the informal sector be increased: 

"foreign enterprises would pay higher corporation taxation, 
drastically reduce their profit remittances, and shift away from 
the capital-intensive technology and imported inputs usually 
supp 1 i ed by thei r parent compani es without si gnifi cant loss of 
enthusiasm for investment in Kenya. The obvious puzzle presented 
by those proposals is what incentive the mission thought all 
these groups - the heart and soul of the alliance of domestic and 
foreign capital - might possibly have for making such sacrifices" 
(Leys 1975:262). 

In short "Capitalist production is, above all, interested in the 

extraction of profit not the provision of employment" (Moser 

1978: 1062). 

The primary reason, therefore, for the inability of the informal 

sector to grow indefinitely, and the reason why small informal 

businesses cannot easily grow into large formal businesses, is the 

hegemony exerted by formal sector firms. Clearly, "the fact that 

petty production is faced with advanced methods and technologies 

operating in the same exchange economy effectively blocks the 

transition of petty capitalist production to capitalist commodity 

producti on" (Le Brun and Gerry 1975: 24). 

2.6.4 Internal Versus External Constraints 

It would appear from the foregoing that most of the constraints on the 

74 



grow th of the i nforma 1 sector are externa 1 to the sector. However 

there is also literature which emphasises problems internal to the 

sector and which suggests that " •.. the growth of small producers is 

seen to be a process w hi ch is open ended but he 1 d back by the 1 ack of 

entrepreneurial or managerial skills" (Schmitz 1982a:431). Similarly, 

"(in the USA) most researchers have found that the main reason for the 

high rate of failure (of small businesses) is not competition from big 

business. It is mismanagement or uninformed management" (Growth 

1982:36) (see also Nihan et al 1979:633).1 Schmitz contends, however, 

that "what is at issue is not that good management is important, nor 

that bad management occurs, but whether small scale producers in 

developing countries fail to expand primarily because they lack 

managerial ability" (Schmitz 1982a:431). The impression of chaos 

often associated with small businesses is frequently the result, he 

argues, of the flexibility and ability tq improvise which is their 

strong point. The lack of forward planning is also closely tied to 

the market in which they operate and their shortage of resources. 

Schmi tz (1982a) then exami nes the external factors - exploi tation, 

·sub-contracting, access to markets, the technological gap, access to 

raw materials, and access to credit and government discrimination in 

detail and concludes that: 

" managerial training continues to be the favourite recipe 
prescribed by policy making bodies in many developing 
countries... Emphasi s on the lack of entrepreneurshi p and 
managerial skills puts the balance for the failure of small 
enterpri ses on the peop le who run them rather than on the 
environment in whi ch they operate" (Schmi tz 1982a:445). 

1. These references apply particularly to small formal businesses 
~ut a study of the literature shows that many dualists regard 
lnternal constraints as limiting the informal sector as well. 
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2.6.5 The Effect of Sub-tontracting 

Sub-contracting is often put forward as an important method by which 

the informal sector is subordinated and controlled. Schmitz (l982b) 

found that, in all three manufacturing industries that he studied in 

Brazil, the small enterprises were in an unfavourable position to 

retain their surplus since this is determined by the enterprise's 

strength or weakness in the market. Since these small businesses 

operated under conditions of severe competition they had little room 

to manoeuvre. I n consequence the bargai ni ng power lay wi th the large 

firms who could be expected to channel surplus away from the small 

scale sector especially if the relationship was one of sub

contracting. In the hammock industry, for example, it was found that 

small independent producers earned roughly twice what sub-contracted 

producers earned, indicating a substantial siphoning off of surplus 

under sub-contracting. Schmitz (1982b) estimated, however, that a 

greater problem than that of exploitation for subcontractors was the 

problem of irregularity of work since in periods of lesser demand the 

large scale sector cut back on the small firms firs~ 

The reason why many hammock producers were pushed into sub-contracting 

was that they were seriously affected by price instability and 

problems with access to inputs because a large textile company exerted 

an increasing monopoly. This also prevented those already sub

contracting from becoming independent. It was also a problem of 

access to raw materials and a lack of working capital to acquire new 

inputs before selling the finished product, which accounted for the 

high degree of sub-contracting in the weaving sector. A further 
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difficulty experienced by all three branches was that yarn was not 

sold in sufficiently small amounts; therefore the enterprises became 

dependent on middlemen whose prices were far higher than those paid by 

the large scale enterpri ses. 

While using sub-contractors is advantageous to big firms as it allows 

them to adjust rapi dly to changes in demand, thi s practi ce is, 

ironically, the sub-contractor's greatest problem; there may be 

extended periods during which the sub-contractor is given no work by 

the parent firm but yet must continue to pay wages. 

2.6.6 The Role of Technology 

Changing technology, as seen in 1:4 and 2.6.2, may be a critical 

element impeding the growth of the informal sector. Schmitz (1982b) 

found that this factor affected his three case studies very 

differently, illustrating clearly the need to disaggregate the sector 

and look at each subsector separately before attempting to forecast 

future growth trends. The hammock industry is a traditional activity 

in Brazill which has been taken over by domestic (independent and 

subcontracted) and medium size enterprises but retains its traditional 

techno logy and ina 11 cases the fi ni shi ng off is done by outworkers. 

There is virtually a complete absence of big capital enterprises in 

this industry possibly because of the slow introduction of new 

1. The market for standard hammocks is large since they are used 
instead of beds throughout Brazil and there is a developing 
export market for luxury hammocks. 
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technology (as a result of technical problems in automation). In the 

clothing industry, on the other hand, a gradual upgrading of 

technology is made possible by the purchase of more modern second-hand 

equipment. This increases the barriers to entry into the enterprise 

but prevents the technological gap between the small and the large 

scale sector growing so fast that the informal sector is rendered non

competitive.! In the weaving industry, however, technological 

developments which increase the number of looms one weaver can operate 

make it increa'singly difficult to set up as a small producer, since 

the capital required, even for second hand equipment, is so great and 

(unlike the clothing industry) equipment cannot be added gradually. 

Technology, therefore, is not a limiting factor in the Brazilian 

hammock or clothing industry, but is in the weaving industry. 

2.7 The 'Optimal Size' of the Informal Sector 

This chapter has sought to examine the inherent tension implicit in 

the position of the informal sector within Third World economies. On 

the one hand is the desire of the state and the formal sector to 

maintain and conserve the informal sector because of the advantages of 

employment and political stability, as well as the various fiscal 

advantages if offers; on the other hand is the desire, particularly of 

capital (supported by the state), to eliminate the informal sector 

chiefly because of the competition it offers. 

1. In this branch the small scale enterprises have a certain 
advantage over the large scale in that their flexibility allows 
t~em, to cope, mo~e readi l~ with changing fashions. Their major 
dlfflculty lles 1n market1ng this wide variety. 
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Harxls predi cti on. wri tten in a period of preponderantly competi ti ve 

rather than monopoly capital. was that: 

1I ••• the lower strata of the middle class - the small 
tradespeople. shopkeepers .•. the handi cra fts men and peasants -
all these sink gradually into the proletariat. partly because 
their diminutive capital does not suffice for the scale on which 
modern industry is carried on and ;s swamped by the competition 
with large capitalists, partly because their specialised skills 
are rendered worthless by new methods of production ll (quoted in 
Bujra 1978: 49). 

But the situation has changed in some important aspects since I~arxls 

day and the increasing power of trade unions, and the risk of 

political instability arising from unemployment, has meant the state 

and the monopoly level of capital are often able to see certain 

advantages to themselves of conserving the informal sector insofar as 

it serves their purposes. Thus II... in contrast to ni neteenth century 

Bri ta in. these forms of production do not appear to be di sappeari ngll 

(Roberts 1978:117). Clearly neither ~he state nor capital. holding 

between them very effectively the reins of political and economic 

control, will allow themselves to be threatened in any way by an 

increasing, and (to them) non-functional. proliferation of informal 

sector operators. Thus they seek to maintain a balance: to hold the 

sector. as Davies (1979) suggests, at Ian optimum size'. 

2.8 The Maintenance of the Informal Sector at an 'Opti.um Size' in 

South Africa 

The theoretical perspectives outlined in 2.1 to 2.7 are broadly 

realised in the South African situation. Extensive structural 

unemployment and the political desirability of a stable black business 

class are important factors explaining the recent interest of both 

79 



state and capital in the informal sector. Yet legislation, and the 

limited space left to the informal sector by the extent of formal 

sector operations, effectively prevents unlimited expansion of the 

informal sector. 

2.8.1 Advantages of Informal Sector Expansion 

Research has indicated that " ... structural unemployment in the 

'unskilled or 'deskilled' sector may reach 75 percent by the end of 

the century' (Wellings and Sutcliffe 1984:521). Certainly the 

employment situation has deteriorated steadily in recent years,1 and 

it has been estimated that: 

" ... for the decade 1970 - 1980 as a whole African unemployment 
has risen from 11.8 percent in 1970 to 21.1 percent in 1981. 
What is probably most significant is that African unemployment 
continued to rise throughout the course of the 1978 - 1981 
upswing in the economy ... Si nce the mi dd1e of 1982 the number of 
Africans in employment has been falling rapidly as the recession 
has pi cked up and bi tten into all sectors of the economy" (Keenan 
1983:189). 

The political repercussions of rising unemployment are clearly 

appreciated by government. This is illustrated by a statement by 

Simon Brand (economic advisor to the State President): "We should pay 

more attention to the employment potential of this sector. With full 

social security still a long way off the informal sector performs a 

valuable function". 2 Similarly, Dr. Ben vos1003 noted that: 

1. This phenomenon has been attributed largely to the expansion of 
monopoly capitalism and accompanying capital intensification 
(Innes 1983:179); see also Nattrass J. (1984:65). 

2. Financial Mail 1978:968, (see also Louw 1979). 

3. Hanaging Director of the Small Business Development Corporation. 
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liT he main key to the deteri ora ti ng unemp 1 oyment prob 1 e m is the 
creation of more small business ventures by 
blacks .•• (and) ••. South Africa could expect second and third 
generation black urban residents to be~ome a des~abilising f~c~or 
in society if trey were denied new buslness and Job opportunltles 
; n the future" . 

Industry too is aware of the role of the informal sector: 

"Blacks, have to be brought into the system of free enterprise as 
soon as poss i b 1 e - un 1 i ke the pattern in the territor; es to the 
north - otherwise they will fall prey to socialist ideals ... - We 
have to push the development of the informal sector and look at 
low cost, labour intensive projects"2. 

The role of the informal sector in class formation is seen as another 

reason behind the moves to decrease restrictions on the informal 

sector in South Africa in order to " ... facilitate management of the 

increasing polarization of the working class" (Wilkinson and Webster 

1982:9). It has been pointed out that the South African state 

" ... intends to establish a class, both complementary to the interests 

of white capital and dependent on the white state which would act as a 

conservative influence on the poorer black classes" (Wellings and 

Sutcliffe 1984:524). The creation of a middle class, owning their 

own means of production and not being dependent on wage employment, 

could play an important role in the political stability of the country 

if this middle class saw its best interests as lying in a capitalist -

oriented future and as being contingent upon continued stability.3 

Although in South Africa such a class may well want majority rule they 

1. Race Relations News, September 1985. 

2. I~ r A. Hamilton, president of the Natal Chamber of Industries 
quoted in the Sunday Tri bune, 20th October 1985, pg.Bl. ' 

3. The argument regarding the perce; ved need for the creation of a 
black petty bourgeosie, following the political unrest of the 
mid 1970's, is well presented by Robert Davies (1979:190-196). 
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would, presumably, not want to see it brought about by unrest which 

would, presumably, diminish the profitability of their concerns. 

A further advantage, apart from lessening unemployment and assisting 

in the maintenance of political stability, is that the costs of job 

creati on in the i nforma 1 sector are very much less than those of job 

creation in the formal sector. Whereas it is estimated that every 

employment opportunity created in South Africa1s decentralisation 

points costs R25 000 (Dewar and Watson, 1981:66; see also Stanwix 

1984, and Tomlinson and Hyslop 1984) the costs in the informal sector 

of job creation are infinitesimally small and, more important, are 

borne largely by the operator himself. 

An advantage to capital is that the informal sector lowers the cost of 

reproduction of the labour force thus enabling industry to pay lower 

wages (Webster 1984:11-12). The indications are that, as elsewhere in 

the worl d, i ncreasi ng trade-uni on acti vi ty is an important reason for 

both the state and cap·ital to encourage informal sector growth (see 

2.2.2) in South Africa. There is clear evidence that the incidence of 

strikes in South Africa is increasing: 

IIAnother indication of the increasing intensity of strikes and 
the superior worker organisation of the 1980 l s is found in the 
increasing number of work-days lost to the production process 
through industrial action. The mean duration of strikes in 1974, 
for instance, was 3.9 work days as compared to 10.2 in 1982 ••. 
(and) ... the deepening recession in 1984 has not been accompanied 
by the expected decline in strike activity" (Sutcliffe and 
Wellings 1985:373). 

Increasing worker militancy in the formal sector may underline the 

increasing interest of the state and capital in the informal sector. 

Another advantage to the state is that informal sector house 
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construction can move the costs of housing provision from the state to 

the individual. The cost of township housing has until now been borne 

by either local authorities or the central governmen~ t10re recently 

lack of funds has increasingly impeded government plans with the 

resul t that: 

" ... in housing the concept of 'self-help' has won the day, where 
instead of state subsidised housing, employers can provide 
fi nance, or i ndi vi dua 1 s can pay themse 1 ves ... the use of a 'free 
enterprise' ideology allows the state to shift the burden of 
payment onto i ndi vi dua 1 s or i ndustry" (Hebster 1983:253). 

Since the low incomes of many in the townships preclude their having 

houses built by large formal sector builders there is a clear 

advantage to the state in permitting informal sector builders and thus 

allowing the costs of township housing to be carried by the residents 

themselves. 

2.8.2 Promtion of the Informal Sector in South Africa~ 

State and private sector organisations for the promotion of small 

businesses (formal and informal) have proliferated in recent years. 

Their mode of operation will be examined more closely in Chapter Six 

but here it is significant to note the interest by government and the 

formal sector in the conservation and development of the informal 

sector. State and private finance have been used to launch the Small 

Business uevelopment Corporation;1 the Government empowered the 

i·1 anpower Commission to examine the problems facing small businesses 

(1984); and private sector finance launched the Urban Foundation, one 

of the interests of which is the promotion of the informal sector. 

1. First suggested in 1980, first annual general meeting 1982. 
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The political unrest~f 1976 preceded the inception of these 

organisations indicating that the desire for political stability was a 

major factor in their formation. 

2.8.3 Formal Sector Restrictions on the Informal Sector 

The profile of the South African informal sector (1.6) showed that all 

South African studies found the manufacturing sector of informal 

activities to be small, particularly when compared to the situation 

elsewhere (T able 2). The development of formal sector manufacturing 

in South Afri ca may 'leave less space for the i nforma 1 sector than in 

other Third World countries (see 2.6.3). The emergence of large 

monopolies serves further to restrict informal manufacturing. 

The development of industrial monopolies has been ably documented by 

I nnes (1984) in which he explores Anglo-American's monopoly initially 

in diamonds and gold and, since the 1960's, increasingly in industry 

and finance. By the 1970's: 

"Gone was the era in which a multiplicity of small concerns, 
vying with one another for minute fractions of the local market, 
dominated South Africa's manufacturing sector; in its place had 
come the era of monopolies. Across the face of this new era, 
1 i ke a colossus, strode Angl o-Ameri can, concentra ti ng ever 
greater areas of production and ever larger resources of capital 
under its single control" (Innes 1984:207; see also Innes 
1983: 171-183). 
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Another example of large companies using their influence to limit the 

space available to the informal sector, was the curbing of mini-buses 

acting as taxis. Recently 14 mini-bus operators were arrested at a 

road block in Pietermaritzburg for operating illegally.1 It is 

interesting that this action was strongly criticised by the 

Pietermaritzburg Chamber of Commerce. This illustrates perhaps the 

increasing support by capital for the informal sector but it also 

shows the confusion which still exists at all levels about the role 

of the informal sector. 

2.8.4 Legislative Restrictions on the Informal Sector 

1. In South Africa le islation has favoured the large scale sector ----- -- -- -------
at the expense of the sma 11 sca le sector. Thi s was shown ina . --
report by the National j·1anpower Commission (1984) where it was 

noted that "small businesses enterprises are ~ften a~versely 

affected by measures that were actually drafted with larger 

companies in mind" (National Manpower Commission 1984:28). This 

applies to formal small businesses but illustrates the still 

greater difficulties under which the informal sector labours. 

2. Within black communities there is further legislation which 

impedes the development of black small formal businesses and so ------ - - -
minimises the possibility of those in the informal sector making 

the transition into the formal sector. The reason for the 

imposition of such legislation pertaining solely to black 

1. D'aily News 8th August 1985 p.3. 
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businesses was that blacks were held, by the Stallard Commission 

(1922), to be only temporary residents in white areas and were 

there solely to provide labour for white industry. 1 se (1984) 

maintains that the purpose of such legislation "was to control 

business licensing of blacks in all spheres, but to hand them out 

more liberally in the reserves and severely curtail business 

activities in the townships" (Halse 1984:13). Thus in 1963 the 

Circular Hinutes (Ro A 12/1 - A8/!) issued to local authorities 

by the Department of Bantu Admi ni s tra ti on and Development 

included the following provisions: 

a) that business rights were to be granted to blacks in black 

urban areas on ly w here the needs of the res i dents of these 

areas could not be served by existing businesses in the 

central areas of towns since it was policy not to allow an 

increase in the number of Bantu residents in white areas 

(i.e. not bantustans) who are not employees. 

b) that trading rights should only be granted to people who 

qualified to reside in the areas under Section 10(1)(a) or 

(b) of the Urban Areas Act of 1945. 1 

1. This states that a person has to have resided continuously in the 
area since birth or been in continuous lawful employment with 
lawful residence in the area for fifteeen years (Chaskalson and 
Duncan 1984:5-6). Thus wives or children of those with Section 
lO(1)(a) or (b) rights who qualify to reside in urban areas could 
not start a business. Anyway residents with section 10(1)(c) 
rights (wives and children of those with section 10(l)(a) or (b) 
ri ghts) ha ve a very tenuous ri ght to be in the ci ty as "Upon 
divorce or separation or the death of her husband, a women living 
in the ci ty by vi rtue of a secti on 10(1 )(c) qual ifi cati on loses 
that qualification and may be obliged .to leave the city" 
(Chaska 1 son and Duncan 1984: 11). 
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c) that the carrying on of more than one business by the same 

Afri can was not to be allowed under any circumstances. 

d) that only businesses dealing in the provision of daily ~ 

essential domestic necessities were to be allowed. The only 

bus i ness es that were thus recogni sed were those of grocer, 

butcher, fi sh frier, green grocer, eating house/restaurant, 

dairy, wood and coal deale~ 

e) that the further establishment of African companies or 

partnershi ps was not to be a 11 owed; and while traders were 

restricted to one site each under this ruling, they were 

able to hold more than one licence for businesses to be 

conducted on that stand. 

f) Local authorities must themselves erect all buildings 

necessary for tradi ng purposes... Bantu to whom tradi ng 

rights had been allocated could not after 1963 under any 

circumstances erect their own buildings. 

~g) Africans were not to be allowed to trade as pedlars, hawkers 

or speculator:s in livestock and produce outside their 

residential areas (Kahn 1983:104-105). 

Kahn emphasises that the reason for such legislation was 

that "expansion and development of business was discouraged 

in the hope that Black entrepreneurs wishing to expand their 
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businesses would be forced to establish themselves in the 

home 1 a nds" (Kahn 1983: 104-105). Two further res tri ct ions 

were added to the above in 1968. 

~ the requirement that the trader had to run the business 

himself, with the risk of losing his licence if he was 

absent from the business for more than three months. 

i) the power of the Administration Board to terminate a 

trader's rights if he sold or delivered merchandise or 

produce to other population groups outside the township,l if 

he was thirty days in arrears with his rent or if he did 

not undertake repairs to the shop building within three 

months of the township manager's request to do so (Morris 

1980: 109). 

Certain of these restrictions have now been lifted. In 1976 

(Government Notice No R764) the range of businesses in urban 

bl ack townshi ps permi tted was increased to twenty si x from the 

ori gi nal seven, and i n t~ovember 1977 (Government Noti ce R2292) 

the number was increased to sixty six. It was stipulated in 1976 

that in addition to fulfilling the requirements for residence in 

an urban area, the trader should also have a citizenship 

1. This is clearly one of the factors responsible for the virtual non
exi s tence of sub-contracti ng. 
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certificate for his respective homeland1 before he could be 

allotted a site. Following urgent representations from Nafcoc 

(the A fri can Chamber of Commerce), however, in the wake of the 

political instability associated with the Soweto riots this was 

lifted in 1977 (Southall 1980:152). 

I~orris (1980:109) draws attention to the requirement that, since 

"no person can carryon any business other than that specified 

unless a site has been allotted to him for that purpose by the 

Board ... the Board is the overri di ng authori ty for the approval 

of any trade or business, whether commercial, service industry or 

manufacturi ng". 

1. The danger of this seemingly innocuous prOV1Slon is explained by 
Chaskalson and Duncan and should be borne in mind although it 
does not apply to Kwal~ashu which is within a bantustan. "Black 
citizens of the Transkei, Bophuthatswana, Venda and th'e Ciskei 
lost their South African citizenship when those territories 
became independent. Citizenship of such territories depends on 
ethnic origin and not necessarily on residence, domicile or 
choice of the individual concerned ... The first generation of 
homeland citizens have retained the rights and priveleges to 
which they were entitled, as South African citizens, and can 
qualify for urban residence, and employment in urban areas under 
Section 10 of the Urban Areas Act. But this right does not pass 
to their descendants and under existing legislation they will be 
classified as foreign blacks. This means that children of 
persons classified as citizens of, say, Bophuthatswana, who are 
born after independence and brought up in Soweto, may have no 
right to remain in Soweto" ( Chaskalson and Duncan 1984:20 & 21). 
Thus by registering his citizenship of an 'independent' 
'homeland l in order to qualify to operate a business a man 
jeopardises his children1s right to remain in the area in which 
they were born and bred. The S ta te Pres i dent has very recently 
(September 1985) announced that ci ti zens of the Bantustans wi 11 
be permitted to retain their South African citizenship but the 
above gives some indication of the legal uncertainties which are 
part of life in the urban townships and which influence decisions 
regarding commercial undertaking~ 
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Other important changes include the decision in 1979 that 

partnerships in which Blacks hold at least 51 percent of the 

shares would be permitted. It was hoped that this would help to 

overcome the shortage of capital in black areas. The Riekert 

Commission (1979) recommended that a trader should be able to 

acquire more than one trading site, and that he should not be 

required, personally, to exercise supervision over his business. 

The way in which the state controls the informal sector in South 

Africa is to be found not only in the explicit legislation 

pertaining to such activities but also in the fact that urban 

blacks are required to reside in rigidly controlled townships 

from which they may be summarily expelled. Urban residents, 

according to Section 29 of the Urban Areas Consolidation Act, if 

found to be 'idle and undesirable ' , may be sent to a prison farm 

for up to two years and be stripped of their urban rights. A 

criterion for determining 'idle and undesirable ' is that the 

person is unemployed and has spent less that 122 days of the past 

year in lawful employment (Omond 1985:112). This makes it likely 

that the male head-of-household would prefer formal employment 

and consequently relegate informal activities to a subsidiary 

role. 

C' The Group Area s Act, a corners tone of aparthei d pol i cy, is 

arguably the most important piece of legislation affecting the 

development of the black informal sector and its transition to 

small formal sector businesses. This Act, by dividing the 
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population into spatially separate 'racia~' groups,1 requires 

that black businesses are located only in black residential 

areas, despite the fact that the vast majority of blacks work in 

white areas and spend their money there. It also prevents their 

operating businesses that serve white, Indian or 'coloured' 

clientele in their segregated residential areas and limits the 

market of black informal sector operators to those in their 

vicinity, most of whom have very limited buying power2. The 

success of the recently introduced 'free trade areas', indeed the 

extent to which they will operate, has yet to be determined. 

Since whites were not free until 1985 to enter black townships 

without permission from the Township I~ anager, and since blacks 

selling in white areas would require licences, these areas formed 

virtually discrete universes. Furthermore, the whole ethos of 

apartheid has created an atmosphere in which most whites prefer 

to have as little contact with blacks as possible and social 

distance and racial stereotyping minimise the likelihood of 

whites going into black areas in order to shop. 

5. Apart from the controls contained in legislation, there are 

further controls which have to do with town planning standards, 

the allocation of sites, licensing, and health by-laws. These 

1. This does not mean that socio-economic residential segregation 
does not exist elsewhere but, not being legally enforced, it does 
not ha ve the same detri menta 1 effect on marketi ng as in South 
Africa. 

2. The Survey of Race Relations 0985:126) gives the following 
average monthly household incomes for 1982: - white R1380; 
colo u red R 548, As ian R 819 and A f ric a n R 2 04. 
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form part of the administrative controls and they, too, serve to 

impede the transition from the informal to the formal sector. A 

particular difficulty with such controls is that they: 

" ••• were formulated for a highly urbanised society having a high 
standard of living. They are unrelated to the real needs and 
level of resources of a large proportion of Soweto's population. 
They are thus difficult to enforce and most of the informal 
acti vi ti es are enti re ly uncontrolled. T hei r enforcement a 1 so 
inhibits the development of enterprise" (t·lorris 1980:111). 

This applies equally to other townships such as Kwat·1ashu. 

A further point not considered when applying to poor areas town

planning norms developed for those with high living standards is 

tha t the quota of one grocer per 500 famil i es is very di fferent 

in a wealthy area compared to a poor area, where people generally 

lack thei r own transport and need to buy peri shables daily 

because of the lack of refrigerators. The fact that a quota 

s'ystem 1 i mi ts the numbers of grocers, fi sh friers etc. means that 

those who have the potential to formalise may simply rema:@" 
,<P 

informal because of these difficulties. (Since town planni 

regulations determine where shops should be located, which is not 

necessari ly where market forces would locate them (eg. close to 

the compounds or near stations) those trading illegally from 

their homes may well prefer to remain, illegally, on such a site 

rather than be allocated a less favourable one.') 

6. The way in which laws are administered is an important aspect of 

the problems confronting the informal sector. The differing 

interpretation of laws by officials may result in uncertainty 

which may severely hamper the development of the informal sector 
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(see National Manpower Commission 1984:30; and Dewar & Watson 

1981:76). The Riekert Commission (1979) found that the 

administration boards, when allocating a site, considered such 

things as the real need for such a business, the availability of 

a suitable site, and whether the applicant had sufficient capital 

and expertise. They thus had the scope to turn down applications 

on whim (Halse 1984:23). There are not clear cut criteria for 

any of these stipulations and so the decision is an arbitary one 

which will certainly vary from one Community Council to the next 

and does allow for the possibility of favouring one applicanL 

The application for a hawker's licence also involves the 

applicant in lengthy encounters with administrative red tape.1 

SUIInilry 

From this brief examination of the legal and administrative 

restrictions on independent economic activity of township residents it 

appears that such limitations serve two main functions: 

1. The procedure involved in obtaining a hawker's licence 
permitting sales in the white areas of Durban is still more 
complex. It is necessary to advertise in the English and 
Afrikaans Press, which costs about R65. The various application 
fees cost about R25. Licence fees vary from R1.65 to R82 
depending on the merchandise for sale. If motor vehicles are used 
these have to be registered with the City Medical Officer of 
Health. The trader does not, however, gain much freedom by going 
through the 1 i cens i ng procedure and payi ng the cos ts i nvo 1 ved. 
The hawker may not remain at one location for more than 15 
mi nutes nor may he sell wi thi n 25 metres of a shop whi ch se 11 s 
si milar goods (The Dai 1y News February 5, 1985 : The Jobber p.l). 
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1. They prevented blacks establishing businesses which could in any 

way compete with white businesses (even for black trade) (see 

Southall 1980:38 & 41). (;hUS a clear purpose of the legal and 

administrative machinery \as to protect the interests of white 

capital: by preventing the development of black urban petty 

commodity production, creating a class of wage labourers 

dependent on wage employment, and making avai lable to the 

capitalist sector a large pool of labour.) 

2. They drove blacks with entrepreneurial ambitions to the 

bantustans. This was intended to serve the important ideological 

function of reversing the flow of blacks from rural to urban 

South Africa thus shoring up the bantustan political structures 

by developing a politically important homeland petty 

bourgeosie (Southall 1980:43 and, Halse 1984:13 and Kahn 

1983: 104-105 ) 

Within the past few years there have been important indications of 

changes in state policy which indicate the encouragement of an urban 

black bourgeoisie. This is indicated by the lifting of prohibitions 

on white capital in the townships,1 permission for blacks to own 

1. This has two important implications. By providing capital for 
very successful informal sector enterprises it could provide a 
route whereby they could formalise. Hore importantly, however, 
by assisting in the success of certain enterprises it creates 
increased competition for the struggling informal enterprises who 
lack this access to capital, expertise and wholesale inputs. 
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bottle stores1 and the general increase in the range of businesses 

open to blacks. It is essential here to bear in mind the temporal 

aspect, however. If thi s had been the pos i ti on in the 'forti es and 

the 'fifties, before white capital held the massive monopoly it now 

exercises over the economy, there might have been some possibility of 

black participation other than as a proletariat, perhaps particularly 

in trade. Today the extent of the monopoly stranglehold of capital, 

and the relegation of blacks firmly to the proletariat, make black 

embourgeoisment far less likely than it might have been forty years 

ago. South Africa has moved in the past forty years very largely from 

the competitive to the monoply level of capitalism. An example of 

this is large supermarket chains phasing out corner cafes. Thus small 

traders, and petty-manufacturers, who could perhaps have participated 

on a competitive basis at the early stage of economic development are 

quite unable now to compete efficiently with those entrenched in the 

monopoly level of capitalism. In a sense, therefore, they may have 

'missed the boat' and may never be able to redress the imbalance. 

1. An example of this is the 1980 decision that liquor licences 
could be issued to Blacks and also that the re-zoning of 
residential premises should be considered to allow for the 
legalising of a large number of shebeens. The private sector and 
state monopolies may well influence such government decisions. 
Thus part of the reason for the lack of opposition to the issue 
of liquor licences was that the administration boards no longer 
expected to raise much of their income from their monopoly of 
beer sales. In the past such sales had provided much of the 
motivation for the prohibition on liquor sales by blacks. Also 
significant may be the role played by the liquor industry in the 
~mendment of the above legislation as they would probably see the 
lncreased llquor sales resulting from the legalising of shebeens 
as advantageous. 
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conclusion
V 

In the South African context it is evident that there has been a long 

history of repression of the informal sector by the state 

(particularly) but also by capita1. There are some indications that 

this is now changing (see the National Manpower Commission 1984) but 

as Chapter Six will show this change may be more apparent than real. 
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CHAPTER' THREE 

METHODOLOGY 

Sunaary 

Initially this chapter focuses on Kwa~ ashu, the township in which the 

fieldwork is conducted, in order both to locate the study historically 
r--

and to show that social control militating against both informal 

settlement and informal economic activities was an important factor in 

its origin. The rest of the chapter is devoted to an i ~-depth 

exposition of the two research methods, case studies and random sample --- - -
questionnaire surveys, on which this fieldwork is based. The main 

concern is to establish that insights are obtained from both methods: 

they are not mutually exclusive. Details of the methodology employed 

in both instances is then discussed briefly. The focus then falls on 

the problems encountered during the study. Problems of definition and 

accuracy are di scussed, and compari sons are made wi th other studi es 

where appropriate. Attention is also directed towards the 

difficulties inherent in the interviewer-interviewee relati~nship. 
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CHAPTER THREE 

3.1 The Origins of KwaMashu 

KwaMashu, seve~.!l _ l<.j]ometres north of Durban,l was developed as a 

r~~ for those who had lived in the crowded 'shack farming' 

; area of Cato Manor, only four kilometres from the centre of Durban, in 

\ the late 1950's:.l May lam (1983) shows that these settlements resul ted 

from rapid industrialisation in the war years which accelerated the 

need for labour, while the growing impoverishment of the reserves 

forced peop le out of the rural areas. 

3.1.1 Social Control 

The expansion of shack settlements, while it had certain great 

advantages for the Durban municipality and for local industries in · 

that it relieved them of providing housing and transport for their 

very necessary labour force, made it extremely difficult to exercise 

social and political control over this labour force. Herein lay a 

basic, and most vital, contradiction. But the fact that during the 

1940's these areas mushroomed indicates that the demands of industry, 

and the importance of not burdeni ng Durban rate-payers fi nanci ally, 

took precedence over the need to maintain control. 

The 1949 Durban riots drew attention to the aspect of control, and of 

the close proximity of Cato t4anor to Durban. The passing of the Group 

Areas Act in 1950 further constrained the Durban municipality to 

provide a formal township. By 1958 the removals of Africans from Cato 

Manor to KwaMashu had begun. The process was rapi dly accelerated in 

1. See map on page 99. 
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the wake of the unrest following Sharpeville in 1960~ By 1966 almost 

all the shacks had been removed from Cato Manor. 

Until the 1970's Kwat~ashu was under the direct control of the Durban 

municipality, and also, since it had to conform with the requirements 

of the Group Areas Act, under the indirect control of the central 

state. The desire of the central government to control black areas 

more directly resulted, in 1973, in the transfer of control from the 

Durban municipality to the Port Natal Administration Board, later 

called the Natalia Development Board. In 1977 Kwa r~ ashu was made 

part of KwaZulu. 

(& he remova 1 of peop 1 e from squatter areas to for rna 1 regu 1 a ted$ 

townshi ps served the important functi on of increased soci a 1 contro 1.1 

~On1Y people working in Durban had the right to a township house, and 

the ri ght to remain was dependent on continued emP10yment. 2"))ThiS 

1. Squatter areas, because of the lack of roads and hence convenlent 
access for vehicles, are much more difficult for the police to 
patrol than are townships. Further the fact that occupation of a 
township house is dependent on the township manager (unlike the 
situation in a squatter area) lessens the opportunity for 
unlicenced, possibly illegal, activities. 

2. The use of the housing policy as an instrument of influx control 
is discussed by Chaskalson and Duncan (1984) as follows - "In 
1968... regu lati ons were passed whi ch provi ded that occupati on of 
houses in black townships in urban areas was to be subject to 
permit. Permits for family housing would be granted only to men 
qualified to be in the urban area in terms of section lO(l)(a) or 
(b) of the Urban Areas Act, who had work in the area and had 
dependents who lived with them. Others, who qualified in terms 
of Section 10 to be in the urban areas, had to find accommodation 
as lodgers or in hostels. Permits for family housing could be 
cancelled on 30 days notice for a number of reasons including, 
unti 1 1979, the unemployment of the permit holder for a 
continuous period of 30 days" (Chaskalson and Duncan 1984:13 & 
14). Further, although in 1979 the stipulation that the permit 
holder had to be in employment was rescinded, people continued to 
feel that their ri~ht to occupy a house depended on formal sector 
emp loyment. si nce 'The powers of the locati on superi ntendent are 
vast and could be exercised in an arbitrary fashion" (Chaskalson 
and Duncan 1984:17). 
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I 

I 

/ fuH; lled the important ;deo10g;ca1 cr; teda. outlined years earlier 

by the Stallard Commission (1922), that blacKs were in white areas 

only to supply labour to whites. It also meant that any blacK who did 

not conform to the norms of those in authority could be forced to 

return to the rural areas l - a sword of Damocles. indeed. considering 

the increasing poverty of rural South Africa. 

3.1.2 Financing KwaHashu 

The fact that Durban Corporation "adamantly refused to use rate 

payers' money to provi de accommoda t ion for A fri cans... (w hi 1 e) 

emp 1 oyers argued that the genera 1 borough fund shoul d bear the 

burden:' (Maylam 1983:418) meant that Afri can housing was fi nanced 

chiefly by funds from the sale of beer, and partly from rentals. The 

result was a gross shortage of formal housing for blacKs in Durban as 

well as inferior infrastructure and social services. A further 

result, with considerable bearings on the development of the informal 

sector, was that the police hounded those involved in shebeens since 

they affected the Board's liquor sales. Since income for the 

administration of the township was also derived in part from the issue 

of trading licences the Board went to considerable lengths to stop 

1. This is confirmed by Bishop Tutu (1985). "All blacks live in a 
constant state of uncertainty. It is not just i1legals - every 
blacK, even a 'section tenner', has no real security of tenure. 
Even 1, a Bishop in the Church of God and Genera 1 Secretary of 
the South Afri can Counci 1 of Churches, ha ve no securi ty". Tutu 
in Gi 1 i omee and Schlemmer 1985:280). 
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sales by illegal hawkers and others involved in informal sector 

activities (Manson 1981:12). Township income continues to be derived 

i ~ part from 1 i cences. 

3.1.3 Shack Settlement versus Formal Township 

Despite the undoubtedly poor living conditions, there were certain 

"advantages and opportuni ti es to the i nhabi tants" (rv1aylam 1983:418) of 

living in shack settlements. These were that: 

1. res i dents were free from the stri ct regu 1 a ti on and control 

exercised by the authorities in municipal institutions. 

2. accommodati on was cheap and transport inexpensive. 

3. informal settlements offered enormous scope for informal sector 

acti vi ty: 

"Petty entrepreneurs opera ted as unl i censed traders, hawkers, 
pa inters, backyard motor mecha ni cs or shack bui 1 ders... The 
sett 1 ements themse 1 ves offered bus i ness opportuni ti es and the 
proximity to central Durban enabled women in particular to take 
on work as domesti c servants or washerwomen. But the bi ggest 
business of all was illicit liquor dealing. Although police 
raids were conducted, the relative absence of control allowed for 
both the manufacture and sale of · liquor •.• There was also a small 
class of African landowners" (Haylam 1983:418-419). 

Thus the removal to KwaMashu meant that: 

"probably one of the most fundamental changes in the lives of 
most Kwaf.1ashu resi dents was that they were subject to a barrage 
of rules and regulations that controlled their everyday 
activities .•. Thus the residents found Kwa~4 ashu very different 
from the informal and unstructured existence of Cato Manor. In 
addition the neighbourliness and familiarity of life in Cato 
Hanor was replaced with alienation and unfriendliness" (Manson 
1981:12-13). 
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Hanson comes to the interesting conclusion that by depriving many in 

the informal sector of their livelihood (most especially beer brewers 

and shack landlords) lithe imposition of official control forced many 

thousands into the labour force" (Manson ' 1981:14). He attributes the 

co-operation of organized business with the Durban City Council in 

the resettlement of Cato 'v1anor residents to the knowledge that their 

labour supply would be augmented in this way. 

Su.ary 

This brief discussion of the origins of Kwatv1ashu illustrates very 

clearly that the Stallard Commission's (1922) principle that blacks 

are in urban areas only to provide labour for white industry (Manson 

1981:11) was a basic factor underlying the need for formal regulated 

townships in the eyes of both state and capital. Sinc,e the function 

of urban blacks was solely to proY i.q~ l~bour it f 9U ow_ed that a!lY... 

other activities, such as self-employment, would not be tolerated as 

blacks not in wage employment were not meant to be in the townships at 

all. Yet an informal sector does exist in Kwarv1ashu so the state's 

plans have been circumvented. 

3.2 Fieldtr10rk 

The fieldwork in KwaZulu applied two rather different methodologies -

a structured questionnaire, in the administration of which random 

sampling techniques were used, and case-studies using open-ended 
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i ntervi ew i ng techni ques of peop le who, ha vi ng been J n~oduc~d, 

volunteered to be interviewed. The techniques used and reasons for 

using these approaches will be examined before proceeding to the 

problems encountered in the research. 

3.2.1 Structured Questionnaire 

The questionnaire1 was divided into two sections dealing with:-

Section A: Household characteristics ~. 
Section B: The characteristics of informal sector activities. 

Questions in Section A were asked of everyone interviewed in order to 

ascertain household characteristics of the entire samp~ e (those not 

involved in informal sector activities as well as those who were 

involved). The first two questions relating to the time period the 

respondent had lived in KwaMashu and in a particular house were used 

to test Todaro's (1976) hypothesis that informal sector operators are 

largely recent migrants to the city . 

. ~. 
Question 3, sought to establish a 'degree of affluence index' by 

establishing whether the respondent owned a car, fridge, freezer, T.V. 

set, or garage and operated a bank or bui 1 di ng sod ety account. 

Question 4 was closely allied to Question 3 since it was also used to 

establish a degree of affluence index based on types of housing 

tenure. 

1. See appendix 
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Question 6 obtained information on socio-economic variables for each 

adult household resident. Detailed information as to age, sex and 

education for dependent children was not felt to be relevant to this 

study and so Question 7 simply established the number of such children 

resident in the household and their relationship to the head of 

household. 

Section B referred solely to informal sector earnings and the 

discussion in Question 6 regarding type of employment and income 

provided an entr~ to this section. 

Question 1 in Section B referred to income obtained from renting out 

rooms to lodgers. Question 2 referred to production activities, 

question 3 to redistribution activities and question 4 to service 

activities. These questions were intended to elicit detailed 

information regarding the particular activities and covered the period 

of involvement, previous employment history, location of activities, 

fa mily emp loyment and emp loyment of others, deta i1 s of hi s tory of 

involvement, sources of capital, source of inputs, markets, transport, 

job preference, problems, possibilities of outside assistance and 

income. 

1The questionnaire was based on insights and understandings gained from 

ithe open-ended interv 'iews (see 3.3) and from experience gained from 

the pi lot survey. 

During the first ten weeks of the survey all respondents (whether 

engaged in informal sector operations or not) were interviewed 
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regarding the demographic aspects of the survey.1 In the eleventh 

week, in order to increase the number of interviews with the informal 

sector, people were asked at the outset whether or not they were 

involved in informal activities and only those so involved were 

interviewed. The response in this final week was not used to assess 

the extent of participation in the informal sector at KwaMashu. 

3.2.2 The pilot study --
A pi lot survey of 209 households inK war4ashu was undertaken in March 

1983 and alterations were made to the initial questionnair~ as a 

result (see Appendix for both questionnaires). Questions 1 - 5 were 

found to work satisfactorily and were retained, but alterations were 

made to Question Six. 

The alterations included the following: 

(i) It was felt that detailed information regarding age, sex and 

level of education of dependent children was not required 

and so the question was altered to include simply the number 

of such children. 

(ii) In the questions relating to adults a question was added 

regarding place of birth since it had been found that people 

frequently return to their birth areas to sell goods. Thus 

the question was pertinent to marketing activities. 

1. These are questions which are relatively straightforward for 
respondents to answer. Aswering them first made respondents more 
at ease with the i ntervi ewer. 
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(iii) The two questions "Where do you work? local/elsewhere" and 

"I f not 1 oca 1: Dai ly commu ter or long term mi grant" were 

reduced to one question of "Where do you work? KwaMashu/ 

Durban/Elsewhere (specify)" since it was found that most 

peop le in emp loyment were working in Durban and thi s one 

question adequately covered the possibilities. 

(iv) In question 6 "How much time unemployed in 1982 or since 

leaving school" was eliminated as the response indicated 

that people clearly found this difficult to assess. 

In Section B it was found necessary to make fairly substantial changes 

to the questionnaire. 

(1) The format of questions 2 and 3 (on 'production. repair. 

mai ntenance and tran'sportation' and on 'redi stri buti on') was 

altered as a result both of the pilot survey and the open 

questionnaire survey (see 3.3) since it was found that a 

pre-coded type response. as in the pi lot study. restricted 

excessi vely the choi ce of answers. 

(i i) I t was found to be unnecessary to allow for the possi bil i ty 

of ten informal sector operations per house as even when 

there was more than one acti vi ty these acti vi ti es generally 

fell into different categories. 

(iii) A separate question page was provided for 'production'. 

'redistribution' and 'services' to facilitate ease of 

questioning. 
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(i v) In the pilot study the question "What kinds of things do you \ 

sell?" allowing for a response of 'foodstuffs. household \ 

utensils. household consumables. garments' was found to 

provide insufficient information. For example. under 

'garments' it di d not speci fy whether they were second hand 

or new, and under foodstuffs whether it covered liquor or \ 

only food. An open question of "What kind of things do yoy/ 

sell?" was therefore substi tuted. 

(v) A question was added regarding assistance by family members 

since the pilot survey showed that this occurred though no 

provision had been made for it. 

(vi) I n all three secti ons questi ons were added on "Do you prefer 

work i ng for yourse 1 f or woul d you work for someone if you 

were offered a job? Why?", "What are the biggest problems in 

this work?", "What could help you in your work?" since the 

changed format allowed for the possibility of 'opinion

expressing' replies and because the pilot survey interviewer 

mentioned people's readiness to respond to this type of 

question. 

(vii) e A question regarding the role of credit in both buying and 

selling and one regarding the source of capital was included 

in the questionnaire largely as a result of information 

obtained from the open questionnaire. 
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3.2.3 The sa.ling procedure 

In order to generalise the finding~ of the sample survey to the entire 

KwaMashu area, the survey was based on a random probability sample. 

A detailed 1:60 000 map of KwaMashu (see page 110for a reduced copy of 

the .map) showing the 11 areas (B to M excluding I w'hich is commercial 

" and A whi ch is the contract workers' compound) was obtai ned from the 

Natalia Development Boar~ This showed streets and individual plots 
.\C§r • !2 

and gave house numbers. It was possible by using random sampling v ~~ --
tables to draw 43 numbers from each of the 11 areas thus ensuring 

geographical coverage of KwaMashu. There are some 300 000 people 

living in KwaMashu (Manson 1981:10). If respondents were not at home 

repeated efforts were made to contact them, including evening visits, 

as otherwise people operating in both the formal sector and informal 

sector, or those with informal sector activities away from home, were 

likely to be overlooke~ Wherever possible the head of household was 

interviewed, but if this was not possible an adult member of the 

household was the responden~ 

Four hundred and seventy-ni ne addresses were drawn for Kwal~ashu. Of 

these it proved impossible to contact sixty-seven - largely because 

they were not residential addresses but sites set aside for schools or 

churches. In a few instances repeated attempts, at least three 

including evening visits, found nobody at home. In a very few 

instances people declined to be interviewe~ In 248 cases, of the 412 

interviews which took place, nobody in the household was involved in 

any kind of informal activity and in 164 cases a member of the 

household was involved in informal sector activity. 
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3.2.4 The Interviewer 

The interviews were undertaken by a third year male university stu~~nt . 

who is resident in KwaMashu. This obviated any language difficultie~ 

and hi s know ledge of the communi ty was regarded as an asset 
..,'D \--

encouraging people to respond more freely. He had previously 

interviewed people in informal sector activities for Dr P. Wellings of 

the Development Studies Unit so had acquired experience in 

questionnaire methods and in understanding the informal sector. 

The interviewer played a role in drawing up the questionnaire as he 

had participated in the earlier pilot study and his insights were felt 

to be valuable. This role helped to make him more closely involved in 

the research. For the duration of the .project the author met him 

weekly in KwaMashu to discuss difficulties and probe for new angles; 

deal with problems in the questionnaire (so that when he needed to 

return to a respondent in order to clarify a point it could be done 

without delay); and in order to maintain a close working relationship 

between the researcher and the interviewer. 

3.3 Open-Ended Questionnaire 

3.3.1 Reasons for Undertaking Qualitative Research 

Patton (1980:28) pointed out a major advantage of this technique: 

·~he purpose of gathering responses to open-ended questions is to 

111 



enable the researcher to understand and capture the points of 
view of other people without pre-determining the points of view 
through prior selection of questionnaire categories" •••• "The 
data are collected as open-ended narrative without attempting to 
fit program activities or people's experiences into pre
determined standardised categories such as the response choices 

} that comprise typical questionnaires or tests" (Patton 1980:22). 

Patton -stresses that the debate focuses not on the superiority of 

either quantitative or qualitative methods but that "different methods 

are appropriate for different si tuati ons" (Patton 1980 p.19) and that 

"the hypotheti co-deducti ve, natura l-sci ence paradi gm aims at 
prediction of social phenomena; the holistic-inductive
anthropological paradigm aims at understanding of social 
phenomena". 

He regards it as a problem for research design that: 

"the very dominance of the hypothetico-deductive paradigm with 
its quantitative experimental emphasis appears to have cut off 
the majority of its practitioners from serious consideration of 
any alt.ernative research paradigm or methods. The label 
'research' has come to mean the equivalent of employing 'the 
scientific method', of working within the dominant paradigm. 
There is, however, an alternative" (Patton 1980:19). 

Wh;]e thi s part of the research in KwaMashu was of the open-ended ( 

interview type, rather than partiCipant-observation research, it had 

many of the advantages noted by Teilhet-Waldorf and Waldorf (1983) who 

point out that participant-observation techniques allow the 
-- A.. 

interviewer to gain 'in-depth knowledge' and to 'look behind' 

statistical findings. Teilhet-Waldorf and Waldorf (1983:589) used both 

participant-observation and econometric methods in their study of 

Bangkok and elucidate the advantages of the former: 
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"l. The quaHty of the data - especially on income - is a good deal 
more reliable than it would have been if we had used a survey 
questionnaire. __ 

2. G1ecause of the in-depth knowledge ~ai ned fr~m .work i ng col o~el~ 
with informants over a year, we can look-behlnd our statlstlcal 
findings in interpreting the results. 

, 

3. For the reasons just stated one learns how to ask questions. The 
primary cost of relying on participant-observation is that they 
are ve °me intensive and, consequently, our sample is much 
sma ller than we would l'i ke. In effect we have traded off a lower 
response error for a higher sampling error; judging from our 
experience it was a necessary trade. Another obvious cost is that 
participant-observation studies are, by their nature, a purposive 
sample because the observed have to be willing to participate. II 

Other interesting examples of the case study methodology, with 

relevance to informal sector studies, are on artisanal bakeries in 

France (Berteaux and Berteaux-Wiame, 1981); street occupations in Cali 

(Bromley and Birbeck, 1984); a Jakarta street trader (Jellinek 1977); 

and an au tobi ography of a bottle-buyer (Rusque-A 1 cci mo and Broml ey 

1979). A study with particular relevance for policy dec'isions is one 

by t~ars (1977). 

I n the Kwa'v1ashu study both research paradi gms were util i zed as each 

complements the other. Qualitative methods were used initially to 

! establish a basic understand ° on Kwarv1ashu a 

resented b "----- qnd without predetermining the response 
\ 

categories. The resul ts of these open-ended questi ons played a vital 

role in structuring the later random-sample structured questionnaire 

(particularly, as noted in 3.2.2, in altering the format of the pilot 

survey questionnaire to facilitate a wider and more detailed response 

than is possible in a pre-coded questionnaire). The role of credit, 
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the source of capital, family involvement in informal sector 

activities and the importance of close rural ties in providing markets 

{both to avoid urban competition and because of greater ease in 

recovering money} were points raised by the open-ended questionnaire 

which were then included in the structured questionnaire. 

3.3.2 The Translator 

In order to obviate language difficulties, particularly regarding fine 

nuances of meaning, a qualified nurse, who was at the time working on 

the third year of a nursing degree through Unisa, acted as translator. 

As she was resident at Kwa" ~ ashu she was invaluable in establishing 

contact with informal sector operators as in this section of the 

fieldwork random sampling techniques were not used. As a qualified 

nurse and university student her English was of an extremely high 

standard and so she was able to express clearly fine shades of meaning 

in what she translated. Nursing experience together with experience in 

running her own household and looking after children as well as a deep 

and obvious interest in people enabled her to empathise with 

respondents (especially as a high proportion of respondents were 

women) and so elicit responses. The fact that the translator was 

familiar with the 'lived experience' of those being interviewed 

enabled her frequently to ask a question whi ch the researcher would 

not ha ve cons i dered - at the same ti me the fact that the author was 

removed from the situation and had carefully surveyed the literature 

on the subject enabled the author to ques ti on th i ngs w hi ch the 

translator would have taken for granted. 
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3.3.3 Establishment of Contact 

Certai n of the respondents were introduced by the translator si nce in 

this type of research it is necessary to establish relationships of 

trust based on personal relationships and introductions in order to 

elicit the information required. 

f' A major source of contacts was an elderly woman whom the researcher 

has known for over twenty years and who is involved in making clothes 

and selling second hand clothes. On being approached for an interview 

she volunteered to introduce friends and neighbours. These people 

I 
I 

responded openly and willingly as a result of her personal 

recommendati on and because they had volunteered to be interviewed. It 

was clear, as it was from the later questionnaire survey, that people 

co-operated at least partly because they were ple~sed that somebody 

was taking note of the difficulties inherent in their situation and 

the hope that ultimately an exposure of their difficulties might lead 

to some amelioration of their problems. 
\..... 

The great majori ty of these thi rty two respondents - largely because 

of the way in whi ch they were chosen - ere women i nvo 1 ved 

particularly in sewing and handicrafts but also in the redistribution 
------ - - ----- ---

of clothes (new and second hand) and of fresh produce and groceri es. 
~-------- - - -. - -- --
It is interesting to note, however, that women in these occupations 
~-------------

also 

this method, in this instance, proved far more representative than the ,..----

method of making contact would have indicated. 
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3.3.4 The Open-Ended Questionnaire 

A list of the questions covered is included in the Appendix but it 

should be noted that they were not necessarily followed in this order 

and the flow of the response was not interrupted. The duration of 

these interviews varied widely as no effort was made to expedite the 

proceedings and every effort was made to establish a leisurely, 

relaxed relationship rather than a brisk soliciting of information. 

The tone of the interview was i fwo~m~~a~n~d~sut~r~e~s~s~w~a~s~l~a~id~o~n 

encouraging the i~nte viewee to talk _th ~ l'e..c..ording replies in her/t)is 
F ~ 

..Q.~n word~ and not on a pre-coded sheet. This type of interviewing 

proved to be stimulating as well as extremely demanding since all 

possible leads and statements which did not correspond had to be 

explored further. 

3.3~5 The Time Perspective 

;::e persona 1 nature of these vi si ts and the estab 1 i shment of a 

(

friendly relationship permitted return visits to most of these 

respondents three months later in order to investigate and monitor 

changes in their informal sector activities. 

The availability of loans from the Small Business Development 

Corporation (discussed in Chapter Six) was of great interest to many 

respondents according to both the open-ended interviews and the 

random, structured questi onnai res. Putti ng these peop le into contact 
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with the SBDC and, over six months, monitoring the ways in which they 

utilised the loans, presented a useful opportunity to gain a time 

persp.ective of some of the informal sector activities and an 

indication of the development potential of the sector. 

3.4 Interviews Other Than with Informal Sector Operators 

3.4.1 Interviews with Tenants of KDC SlIilll Factory Units 

These interviews were conducted in order to trace the progress and 

examine the difficulties of those who made the transition from 

successful informal sector operators to the lower rungs of the formal 

sector ladder. Questions were of the open-ended type, basically 

following the questionnaire in the Appendix, but the schedule also 

included questions concerning their involvement in the small factory 

units and the advantages and disadvantages of the transition. 

3.4.2 Intervi s with Govermaen}-Officials 

These interviews were with an official at Natalia Development Board 

headquarters , i n Pinetown 'i n order to obta ina map of KwaMa~hu, and 

also with the township manager of KwaMashu in order to obtain written 

permission to conduct research in the area for a year. The interviews 

were valuable in providing insights into the perceptions of the 

informal sector of those in positions of authority. At this stage it 

will suffice to note that the township manager was certain that there 

were virtually no informal sector activities and that those 'few' 

people involved in sewing and knitting activities were being assisted 
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by the KOC to expand and for<malise these activities. An interview with 

the KwaMashu police station commander was undertaken in order to 

establish the attitude of the police to unlicenced economic a~tivities 

and the circumstances in which people were charged or simply warne~ 

3.4.3 Interviews with the Small Business Development Corporation 
Officials 

The SBOC initiated in 1982 a 'revolving loan scheme' which makes loans 

of up to R2 000 available for a maximum of a year at one percent 

interest a month. These were initially to be administered by the local 

Cha mbers of Commerce (see 3.4.4). In Apri 1, 1984 however, the SBOC 

established an 'Infant Enterprises Unit' specifically for these small 

loans. Interviews with the officials involved in administering these 

loans, as well as actual involvement in contacts established between 

KwaMashu informal sector operators and SBOC officials, provided a 

valuable perspective on the officials' understanding of the informal 

sector. 

3.4.4 Interviews with the Chairman and a Member of the KwaMashu 

Challber of COIIDerce 

Since the chairman was involved in administering the SBOC 'revolving 

loan fund' it was necessary to interview him. This was of great value 

in clarifying the way in which those who were involved in more 

lucrative formal sector operations perceived the informal sector 

operators. 
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3.5 Problems Encountered in the Research 

3.5.1. Problems Encountered in Supling 

Repeated visits to houses drawn in the random sample, if the 

householder was not at home initially, was rewarded by a high response 

rate. However 12,5 percent of the sample initially drawn could not be 

used since they included vacant or church sites, or three return 

visits failed to find anyone at home. Additional sample numbers had 

then to be drawn. Only three respondents totally refused to give 

information, a further two gave information of limited value and two 

said they had already answered similar questions and saw no point in 

co-operating. 

3.5.2 Difficulties in Comparing Results with Other Studies 

Since a major purpose of empi ri ca 1 research is to increase the da ta 

available to all researchers and theorists concerned, it is vital that 

such data should be comparable from study to study. Differences in the 

esti mated si ze of the informal sector by different researchers may 

result from differences in method of sampling, the definition of the 

term 'informal sector' and of the interviewing technique and may 

seriously affect the theoretical conclusions drawn from the empirical 

fi ndi ngs. Deci si ons regarding sampl ing, defi ni tions and interviewing 

techniques require, therefore, thorough awareness of the decisions of 

other researchers. 
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3~ 5~2.1 The Size of the Informal Sector 

This survey found that 41 percent of those interviewed were involved 

in informal sector activities while Wellings and Sutcliffe (1984:521) 

esti mated 50-60 percent of households in KwaMashu had at least one 

member in the i nforma 1 sector and M orri s (1980: 114) in Soweto 

estimated that 1 in 10 households participate in the informal sector. 

3.5.2.2 Problems of Definition 

(a) Definition of 'informal sector activities' 

In questioning respondents the actual question used to ascertain 

informal sector involvement was "Apart from regular employment, do you 

or any member of your household earn money by renting out rooms; 

making, repairing or transporting things; buying and selling goods?" 

The wording therefore might fail to identify individuals actually 

ellPloyed in informal sector activities. However in Section A 

Question 6 of the questionnaire a question was asked regarding the 

employment of each adult member of the family and since this too 

failed to reveal informal sector employment, it indicated that wage 

employment in the informal sector is in fact extremely low in 

KwaJ.1ashu. 

Other studies of the informal sector do not give the exact wording of 

the question asked to determine whether or not people are involved in 

such activities and this difficulty of precise meaning of terms may 

well affect the estimate of the size of the sector. This difficulty 
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was unintentionally demonstrated empirically during the course of the 

survey. In the final week when the question regarding informal sector 

involvement was asked at the very outset (instead of after much 

i nforma ti on about the family and work i nvo 1 vement had a 1 ready been 

elicited) it was found that the percentage of informal sector 

involvement· dropped to 31.5 percen~ Experience in the field indicates 

that respondents frequently do not fully appreciate what is meant by 

"apart from regular employment do you or any member of the family earn 

money from other activities", or they regard such activities as too 

minor to be of interes~ Frequently a knowledge of the family, their 

ages and occupations, permitted a probe to uncover an informal sector 

activity whereas a direct question before any interviewer-interviewee 

rapport had been established was more likely to be answered in the 

negative. It is also likely that respondents became more trusting 

towards the end of the interview. 

(b) Definition of the terms 'production', 'services' and 'trade' 

Activities within the informal sector are frequently disaggregated in 

the literature into 'production' or manufacturing, 'trade' or 

redistribution and 'services'. These terms. however, are taken to be 

self-explanatory and researchers seldom define their terms and this 

leads to difficulties in comparison of results. 

Dewar and Watson, (1981:58) working in the vicinity of Cape Town, 

estimate "66 percent in retailing, 26 percent in production and 8 

percent in services" without giving the criteria for this breakdown. 

Rogerson and Beavon (1982:256-257) in Soweto stress "the greater 

importance of activities concerned with services and distribution 
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rather than those with direct production". They include 'shebeens' in 

'servi ces' together wi th 'barbers, pi ra te taxi s, photographers, 

traditional healers and garbage pickers'. They see production as 

including 'building construction, artisans, shoemakers, tailors, wood 

carvers, garment makers and beer brewers'. 'Distribution' includes 

processed and unprocessed food together with soft goods. Fowler 

(1981), on the other hand, in hi s Freetown study includes restaurants 

and hotels in 'trade', and repair services under 'services', while 

'manufacturing' includes food. 

Thus Rogerson and Beavon (1982) would include processed food as 

'distribution', while Fowler (1981) would class it as 'manufacturing', 

and they regard shebeens as a service while in the KwaMashu survey 

this has been classified as 'distribution' since the inputs are bought 

and then re- so 1 d. 

3.5.3 Proble.s of Accuracy 

3.5.3.1 Income 

Difficulties were encountered in obtaining reliable figures for the 

monthly salary of each member of the household. This was partly 

because the interviewee (seldom the male head of the household) did 

not know the exact figure and gave an approximation but also because 

the information was frequently regarded as sensitive (see 3.5.3.4). 

This was because the respondent either did not wish the interviewer (a 

well spoken, assured young man) to know how low a salary he/she was 

able to command or, at the other extreme, was hoping to draw attention 
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to Ms impoverishment in anticipation of its being ameliorated. To 

facilitate ease of response, respondents were given a range ~f income 

levels to choose from and they generally appeared to respond better to 

thi s approach. 

3.5.3.2. Contributions to Household Income 

It was felt that apart from the head of household and his spouse, it 

was unlikely that other members of the household would contribute 

their entire income to the household budget. An attempt was made 

therefore to estimate how much of their incomes other household 

resi dents contri buted. Although a fi gure was genera lly gi ven here i t l 
\ 
\ 

was clearly difficult for the respondent and was at best a very 

arbitrary estimate. It emerged in discussion that a regular sum is 

very seldom handed over for the household budget but that the amount 

differs depending on the particular needs of the household and the 

individual at a particular point in time and so generalisations cannot · 

be made. 

3.5.3.3 Urban-Rural Remittances. and Vice Versa 

No question was specifically asked about contributions to the 

household budget received from family members working elsewhere, or on 

the other hand about remittances from the head of household (or other 

members resident in the household) to support rural households. 

However, the open-ended interviews conducted prior to this survey, 

whi 1e revea 1 i ng close ti es and frequent vi s i ti ng between rura 1 and 
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urban areas. gave no indication of regular money transfers from urban 

to rural areas. or vi ce versa. This does not mean that such transfers 

never occur but rather i ndi ca tes tha t they do not occur on any thi ng 

like the scale or with the regularity of those from migrants living in 

compounds and supporting a rural family. A pre-condition for renting a 

township house is the marriage certificate of the head of household 

(and for a widow. the production of the death certificate of her 

spouse) since this is taken by the authorities to indicate a stable 

economic unit rather than a temporary liaison of a man whose economic 

commitment is in the rural areas. This is further indicated by the 

fact that residents have on average lived in the same house for 

twenty-two years. This does not preclude the possibility of a man 

having both a rural and urban family. and thus reducing considerably 

the income a va ilab le to hi s urban fa mily. but there was evi dence of 

this in the survey in only two instances out of 412. 

3.5.3.4 Profit 

Informal sector operators generally appeared to find it extremely 

difficult to estimate their average profit each month. Again. as in 

Section 3.5.3.3 this may be because they considered it sensitive 

information and hesitated to reveal it. It appeared in the interviews. 

however. that the problem in estimating profit was a genuine 

- -di ffi cu 1 ty. gi ven the frequent absence of any records. P eop le often 

use money as it became available. e.g. on pay day or o n pension day. - ----- -- -----
to buy inputs necessary for informal sector activities. and then used 

money obtained from informal sector sales directly for household 

subsistence purposes. Thus not only were they unable to accumulate 
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capital for re-investment but they were generally unable to estimate 

their profi ts. 

r"'uch time was spent by the interviewer endeavouring to establish costs 

of inputs and prices of outputs and allowing for costs such as 

transport in order to establish the profit margin. In many instances 

-it was clearly the fi rst ti me people had undertaken such an exerci se 

and return visits to the open-ended interview group showed it had 

prompted some respondents to keep records for themselves. It is 

possible, though only once in the questionnaire responses was it 

mentioned, that fear of becoming liable for tax also made peop~ 

reticent about disclosing their profit. 

3.5.4. Interviewer-Interviewee Separation 

I t had been anti ci pated that interviewees would respond more readily 

to the interviewer alone, rather than with the researcher present, as 

they would not perceive him as being far removed from their situation. 
- -------

Skin colour was felt to be a highly visible interviewer characteristic 

which in a racially structured society such as South Africa would 

affect the establishment of interviewer-interviewee rapport. It was 

felt that the interviewees might perceive the white researcher as 

being so far outside the township situation that she would be unable 

to appreciate the realities. Furthermore, a desire to impress one of 

differing skin colour with one's ability to achieve could lead to 

exaggeration. Conversely, the desire to describe situations and 

problems to one whom, after long years of domination, is seen as more 
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1 ike ly to be able to effec t change could lead to a dis tor ted pi cture 

of the difficulties. On the other hand, the fact that many who seldom 

leave the township know whites only in the role of officials or the 

police, and even those who do work outside know them chiefly as 

employers, could well influence their decision as to whether to 

confide in such peopl~ 

The extent of the strangeness of inter-raci a 1 contact may be gauged 

by the fact that a number of people remarked that it was the fi rs t 

time a white had ever sat down in their house. There is no reason why 

township residents should readily and unhesitatingly attribute a 

benevolent rather than malevolent motive to such a visitor. Social 

distance between blacks and whites, a feature of South African life 

since the arrival of the first white settlers, has been heightened and 

manipulated during the past forty years by measures such as the Group 

Areas Act, Job Reservation and the Immorality Act among others. 

A decision taken in the final week of interviewing, however, for the 

white researcher to accompany the black interviewer shed some light on 

this difficulty. The interviewer observed that respondents were in 

fact more, ra ther than less, co-opera ti ve. Thi s was interpreted as 

being the result of the fact that respondents desperately wanted 

recognition of the levels of their poverty and the extent of their 

difficulties from one whom experience had taught them belonged to the 

Ipower elite'• It was evident, however, that they were noticeably more 

reticent on questions with political implications in the presence of 

the whi te researcher. 
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Some evidence of class rather than racial distance was observed in the 

reacti ons of respondents to a young, we ll-educa ted, apparently 

affluent black man granti ng loans on behalf of the SBDC. Respondents 

clearly felt his perspective was that of someone far removed from the 

exigencies of township life and in fact remarked that the very fact of 

his blackness made his lack of empathy far worse than that of his 

whi te colleague. 

It had been anticipated that language difficulties might constitute a 

barrier between township residents and the researcher. Many township 

res i dents ha ve a good command of E ngl ish but thi sis frequent ly far 

better on topics in which they are in frequent verbal communication 

with whites and less fluent in areas such as personal aspirations and 

attitudes. This, too, is a reflection on the areas in which blacks and 

whi tes regularly interact in So.uth Afri ca. Other township resi dents, 

however, particularly women who spend most of their time within the 

township (especially if their education was limited) were not able to 

communicate with a non-Zulu speaker. The black interviewer proved to 

be extremely competent as his mother-tongue is Zulu but his education, 

and particularly his university education, has made his English 

fluent. 

3.5.5 Problem of Undertaking Participant-observation 

I~any of the difficulties discussed in 3.5.4 could have been overcome 

by participant-observation research techniques in which the researcher 

is fully accepted by the respondents as one of themselves. An example 
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of such research would be a black academic undertaking employment as a 

labourer on a gold mine without his peers or employers being aware of 

his qualifications. ~hiS method would allow insights from the 

perspective of the participants which cannot be adequately attained by 

any other method \ ThiS kind of research is precluded in the Kwat~ashu 
survey by the Sk~ colour, language and place of residence of the 

researcher. Hi thout large-sca le fi nanci a 1 back i ng parti ci pant

observation research, using a paid interviewer, would be impossible: 

the length of time necessary to gain full acceptance would make it 

extremely expensi ve. 

3.5.6 Problems Regarding 'Illegal' Activities 

In a very real sense many of the informal acti vities examined were 

illegal in that they required licences which the practitioners did not 

possess. The 'shack shop' operators, hawkers and particularly shebeen-

keepers were regularly harassed by the police yet they consented to 

participate in the survey. Only one respondent admitted to dealing in 

dagga, but woul d not a 11 ow the i ntervi ewer to record deta i1 s of the 

interview, and no-one admitted to earning money through prostitution 

or related activities although these are known to exist in the 

township. Si mi larly, no-one admitted to dealing in stolen goods. If 

these had been included the participation rate of households in 

informal sector activities and the profit level would have been higher 

than the 40 percent of households estimated. There is clearly a degree 

of illegality of activities beyond which it is extremely difficult, in 

the absence perhaps of such techniques as full participant

observati on, to obtain i nformati on. 
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3.5.7 Problems Regarding the Time Perspective 

An intrinsic problem in survey-based research is that it records 

events at a particular instant in time and so lacks an in-depth 

analysis of how the informal sector has changed over tim~ The 

questionnaire included such questions as "Have you done any other 

kind of work for yoursel f; what made you change?" and "How di d you 

become involved in working for yourself?", but these do not record the 

detailed evolution and transformation of the activities. 

Both the questionnaire survey and the open-ended question survey 

selected for interviews those involved in informal sector activities 

and so overlooked those who had failed in such activities. This 

problem was recognised by Teilhet-Waldorf and Waldorf who point out: 

"Perhaps the major pitfall in this study, as in all similar 
empirical studies on urban labour markets, is that it omits 
i ndi vi dua 1 s who failed" (Teil het-Wa ldorf and Waldorf 1983: 589). 

A question in the questionnaire survey at the end of Section A, prior 

to proceeding to the detailed questions on informal sector activities, 

could have obtained information on previous, now discontinued, 

activities. 

Long-term research, such as that of many anthropologists, would 

provide valuable information detailing the development of the informal 

sector. The costs of such research both in money terms, as the 
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services of a translator are essential. and in terms of time spent are 

extremely high. Here. as in other decisions regarding research. it is 

necessary to exa mi ne the adv anta ges and di sadvanta ges of the vari ous 

possibilities and make a choice which maximises the advantages within 

the limits of the available resources. In this instance the case 

study interviews undertaken with the nursing sister as translator 

overcame thi s obstacle to a certai n extent. 

Many of the respondents in the open-ended question survey were re

interviewed during the year following the original interview in order 

to lessen the di sadvantages of 'snapsh~t' research. The a va i1 abil i ty 

of loans from the Small Business Development Corporation provided a 

further opportunity for the researcher to maintain contact with 

respondents from both types of surveys undertaken and to update the 

picture and assess evolutionary developments a year after the initial 

research. Long term participant-observation would present the ideal 

solution. but the -difficulties outlined in 3.5.5 precluded its use in 

the KwaMashu survey. 

3.5.8 Ethical Proble11S 

A difficulty in all research is that involvement. questioning and 

probing may result in a deterioration of the situation for those 

involved. The unsettling. detrimental effects of research are seldom 

vi sib 1 e to the researcher because of the' snapshot' nature of survey 

research. An incident in the course of the research demonstrated 

clearly that. though frequently unrecognised. it is a very real 

problem which must be constantly under consideration. 
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An elderly woman was interviewed who crocheted blankets and hawked 

them around KwaMashu for less than the cost of her yarn. She appeared 

to realise without much probing that she wasCsuffering a lOJj) but 

rationalised it by saying that people in KwaMashu were too poor to pay 

more. Her adult daughter was present and was clearly annoyed with her 

mother for being induced to lower her price. This raised a problem. 

Was the elderly woman involved in crocheting as a hobby which enabled 

her to get out and see people? Had strife been introduced into the 

household by the daughter's sudden realisation that the crocheting did 

not bring in a profit? Perhaps the woman was hiding from her daughter 

the profit she was in fact making ..• had the survey made that 

impossible for the future? Does research in fact, more often than is 

rea 1 i sed, by the se"emi ngly innocuous process of ask i ng a few 

questions, upset a delicate situation and leave ~n its wake a conflict 

situation? A more important ethical problem, found in all social 

research, is that the respondent spends ti me (vi ta lly needed for her 

economic activities) answering questions. This is usually done in the 

hope of obtaining assjstance which it is very unlikely that any 

researcher can in fact offer. 
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CHAPTER FOUR 

SURVEY OF THE INFORMAl SECTOR IN KWAMASHU 

Su...ary 

Thi s chapter opens wi th three detailed case-studi es i n Kwar~ashu. Thi s 

permits the following section to be conceptualised more vividly. The 

remainder of the chapter is devoted to an analysis of the findings of 

the questionnaire survey in order to describe the characteristics of 

the informal sector in KwaMashu. A major concern here is to determine 

the magnitude of income inequalities within the sector and to attempt 

to establish causal factors underpinning such inequalities. This is 

necessary in order to assess the factors whi ch are important in the 

development of a successful informal sector busi ness, and hence the 

factors which could be manipulated by planners. 
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CHAPTER FOUR 

4.1 case Studies 

These three descriptive case studies taken from the qualitative study 

using open ended questions are included to set the scene for the 

following analytical section based on the questionnaire survey. They 

are intended to put flesh on the bones so to speak and form an 

introduction, but they are also useful in developing an understanding 

of the informal sector. 

Case Study 1 

Mrs S. lives in a four roomed house, largely obscured from the road by 

a high hedge. The house has a wire gate outside the front door which 

is always locked. The yard, though neat, is dusty and bare. One 

enters the house directly into the living room which is furnished with 

a lounge suite and coffee table. Curtained doorways open into the two 

bedrooms. The kitchen, opening off the lounge, has numerous cupboards 
, 

but no refrigerator or running water. Water is available from a tap 

in the back yard. 

r~rs S. and her husband are both pensioners. Until Mr S. retired he 

was employed at a chicken processing factory. She was born on a farm 

in the Escourt area where her mother was employed to do washing - her 

father died when she was young. She attended school in Ladysmith as 
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far as Std I. They have only one child, a matriculated woman of 

twenty ni ne, unmarri ed with fi ve chil dren (three at school and two 

pre-schoolers), all of whom live with them. The daughter would very 

much like to be employed (but never has been), and has made many 

applications for employment. 

On first moving to Kwaf.1ashu from Cato Manor Mrs S.(in order to 

supplement her husband's income) started baki ng doughnuts and meat 

pi es daily to se 11 to commuters at t4aydon Wharf. Every morni ng an 

apple box full of each was prepared (a task taking over one and a half 

hours). She left KwaMashu at 3.15 am to sell from 5 - 8 am. The 

police interrupted her sales regularly: she was thankful if a whole 

week passed without a vi sit from the m. Frequently her goods were 

confiscated and she was fine~ Sometimes she had to appear before a 

magi strate. 

In 1972, after ten years of baking and selling, she decided to sell 

paraffin and candles from home instea~ Gradually she added cool-

drinks, mealie meal, sugar, maas, sterilized milk, mealie rice, 

sweets, margarine and bread to her merchandise. Her husband's car was 

used when purchasing these items from Avoca. In 1982 the car broke 

down and, as her husband is no longer employed, they have been unable 

to complete the repairs. They saved for eight months for a new 

engine, and are now saving to have it installed. She hires a car at 

least once a week (at a cost of R10) to buy from Avoca, as well as 

hiring a car daily (at a cost of between R2 and R5) to buy bread (four 

dozen loaves daily, increasing to six dozen daily over weekends). If 
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stocks are depleted between car trips she buys from O.K. Bazaars (a 

fairly long walk): this leaves her with barely any profit but it 

helps her to retain customers. ~reviously the bakery used to deliver 

bread but it has recently stopped doing so. Coca-Cola also _u ~~d_t 
- _. ---- -' - - -----

deliver but stopped in 1983. She feels that the bakery may have 
'-----stopped deliveries because of complaints from the larger stores. 

Her main problems, however, are the police and competition from a 

neighbour. She reports that when the Port Natal Administration Board 

administered the township the police never bothered her, but since the 

area has fallen under KwaZu1u they have harassed her all the time.1 

Worrying about the police, as she had done previously at r~ aydon Wharf, 

is a new problem in Kwa Mashu. She has paid many R50 admission of ------ -
guilt fines, and even more often handed over smaller sums without 

getting a receipt. However, the regular loss of revenue is only one 

of the detrimental effects of police activities: in addition, the 

threat of pol i ce action di scourages customers and prevents her 

displaying her goods attractively. r~ erchandise has to be 10ck~d i.-___ -

kitchen cupboards or kept in the bedroom, and the wire gate is always 

locked to enable goods to be hidden quickly. She also resorts to the 

tactic of locking one of the rooms when the police arrive and saying .. --

it is a lodger's room and she does not have a key. 

r rs SIS second major problem is the informal shop which has very 

recently opened(just opposite herJ Children are used to harass her 

customers and p~uade them to buy from the other shop while the 

1. This could be co-incidence since she may only have come to their 
attention then. 
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Case Study 2 

The compari sons between the shack shop of t4rs S. and that of Mr t1. 

are interesting indeed. It is immediately obvious, despite the pre

cast wall around hi s yard, that hi sis a shop. The cra tes of empty 

cool-drink bottles piled next to his Combi tell part of the story. 

The fact that a window on the side of the house facing the gate has 

been converted into a counter through which one can see the electric 

till and the neatly packed shelves of groceries all around the walls, 

is another. 

11r M., a charming, assured, erudite man in his late forties with an 

excellent command of English worked as a salesman for Lever Brothers 

and then for a furniture business until 1977. 1 He then decided that 

instead of making money for others he would make it for himself. As 

he put it, it was a question of get ti ng away from bei ng an underdog 

"even if it means going out into the sun" (i.e. working hard). He 

points out that as a salesman he had worked hard while his employers 

sat in comfort. He started peddling vegetables around KwaMashu in 

1977, using the vehicle he had saved for during his years in 

employment. I mmedi ate ly he di d we ll.~e had intended to sell only 

vegetables but added other goods as people asked for them. In 1980 he 

decided to sell from his house, which is ideally situated next door to 

a men's compound. He recognises this as a significant factor in his 

subsequent success since the nearest shop is thirty minutes walk away. 

At first his takings were only R12 a day but they are now far more (he 

1. He values highly the skills he learned as a salesman in the 
forma 1 sector. 

137 



avoided the question of profits neatly), and he feels there is room 

for expans ion. 

The shop is open from 6 am to 8 pm (which he regards as the second 
~ -

major factor in his success) and he employs two assistants, one on the 

early and one on the late shift. the hour the author was 

there, from 8~3~to 9~3Q am, ther was a continuous queue at the 

counter. 
__ --r""-

He buys from Avoca wholesalers but because he has no license he pays 

sales tax and includes it in the price to his customers. His bread 

was previously delivered but is not any longer, so he fetches it 

himself from the bakery. Unlike Mrs S. he does not break bulk, apart 

from selling half loaves of bread and individual eggs. ,-!!e does not 

sell paraffin since it is messy. He sells bread, milk, maas, sugar, 

fl~ur, mealie meal, minerals, eggs, oil, rice, bean~, vegetables, 

tinned fish, tea, curry, coffee, condensed milk, six kinds of 

biscuits, and cigarettes. Many of these are sold in very small 
- --.--, 

(though prepacked) quantities, not usually obtainable from the 

supermarkets. He believes that goods which are not prepacked are .--
unhealthy. Since he has a refrigerator, and most customers do not, 

they buy meat from him in small quantities. He buys the meat in 

Durban and it is divided into 250g portions which he then sells for a 

rand. His customers are not interested in the cheaper cuts of meat. 

He also sells chicken pieces bought from AVOCL He knows his demand 

exactly and he takes care of all the buying, leaving much of the 

selling to his assistants. All his sales are for cash apart from one 
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crippled customer who relies on his pension and pays when he has 

money. 

Mr M. does not find competition from shack shops or other shops a 

problem because his overheads are very low. His selling price is 

similar to that of the O.K. Bazaars: although his cost price is 

higher, his mark-up is lower. 

He does find the police a problem periodically, and he has 

occasionally had to pay an admission of guilt fine and has sometimes 

appeared before the magistrate. Generally his relationship with the 

police is good which he realises is an important asset. He has 

applied for a licence for his shop but is not at all hopeful that his 

resi dentia 1 si te will be re-zoned commerci at He would not consi der 

it acceptable to be allocated another site unless it was right next 

door to the compound. He feels strongly that being legalised and 

licensed would be a ' definite advantage to him. 

But he also feels that the Community Council, many of whom are 

members of the Chamber of Commerce with their own licenced businesses. 

will ensure that he does not get trading rights in his converted 

house, in order to protect their own interests. An indication to him 

that the syndicate of shop keepers in Kwa i·1ashu are antagonistic to his 

type of business, he feels, is that the bak r s sto e deliverin 

bread because of pressure from the KwaMashu Chamber of Commerce. 

Therefore he feels that his potential to expand, though excellent, is 

business . shQuLd ~e .take steps to extend his premises. 
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Case Study 3 

The questionnaire study showed that the most common informal activity 
- .. _--

'n KwaMashu was the selling of groceries, and the second most common - . 

activity was the production and selling of clothes. As was the case 

with grocery selling there is tremendous diversity within garment 

production, and the following case study illustrates one of the more 

successful participants. 

Mrs M., an elderly women drawing a pension and working as a domestic 

servant in Durban two days a week (as she has, for the same emp loyer, 

for the past twenty five years), supplements the family income by 

sewing, selling second hand clothes, making traditional mats and 

growing sweet potatoes. This diversity is typical of much of the 

informal sector and reflects the way in which people make sure of a 

market and spread the risk by involvement in a range of activities. 

Her husband is ina secure job ina garage in r'4erewent and her three 

daughters still living at home are all in regular employment, two at a 

large discount store. She also has a son still at school who lives at 

home and two married daughters who do not live with her. The house is 

as described for Mrs S. but the garden is carefully kept with a large 

tree giving shade and colourful plants given by her employer. The 

lounge sui te is new and in excellent condi ti on and there are pretty 

doilies and ornaments on the wooden coffee table and a display 

cupboard with ornaments and glasses in the corner. If visitors arrive 

unexpectedly the chairs will be found covered with plastic. There is 
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no electricity or running water in the house itself though there is a 

tap in the back yard. 

I~rs M. was born on a farm near Dundee, had no education and worked 

there until she came to Durban, to Cato Manor, in 1947. Pri or to her 

marriage her mother had taught her to sew. She also made grass mats 

(a skill learned from the people around her) and bartered them for old 

clothes. When she arrived in Durban, fairly newly married with young 

children, she bought a sewing machine (using her husband's money) to 

make clothes both for her own children and for sale. She sold clothes 

by going from house to house but she soon became known and people came 

to her as well. She finds it very easy to sell her garments because, 

she feels, her clothes are well made and attractive. She sews far 

more now than when the chi 1 dren were young as she does not ha ve to 

spend time caring for them. Now she sews particularly for pensioners 

(selling pinafores for R15 each having spent R6 on the material) and 

generally makes twelve a month. She takes them to Ntuzuma and 'tent 

town' to sell but does not, in fact, need to go outside Kwaf1ashu. 

Her brother who has a car sometimes buys from her and sells in the 

rural areas. Her children do not help in her activities at all apart 

from the son who helps her buy material in Durban. Some of her 

customers pay cash and others pay half and the rest at the end of the 

month. She only sells on credit to people she knows and from whom she 

experiences no problems. 

She also buys net curtaining in Umgeni Road, Durban, and makes it up 

into curtains for orders, making a profit of R30 on a set of curtains. 

Neighbours attend Church meetings at her house and when they see items 
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they like they place orders. She occasionally buys towelling at 

Hammarsda1e, when it is available, and uses it to make towels and 

napkins - purchasing the material for R20 and selling a set of towels 

for R5~ She also makes traditional mats, buying grass delivered from 

Dundee, and there is a steady demand as brides require them for their 

new homes and not many peop 1 e k now how to make them any longer. On 

large mats she makes a profit of R7 per mat and on small mats R5. She 

has constructed a wooden frame to use when making mats but needs to 

remove the settee from the lounge to give sufficient space when she is 

mak i ng them. Thi sis the chi ef prob 1em she experi ences - alack of 

space - so when she and her husband have obtained the deed of grant 

for the house they would like to enlarge it to give her space to leave 

her equipment set up. She would also like, if she had the space, to 

employ others to sew for her. She is thinking particularly of a niece 

who is prevented by influx control from working in Durban. 

A further activity I4rs M. is involved in is buying second hand clothes 

from shops in Umgeni Road and from her employer and selling them, 

particularly men's suits, at the compoun~ In season she grows 

vegetables, particularly mdumbes, on a piece of open land a fifteen 

mi nute wa 1 k from her house. She tends them da ily and sell s them to 

neighbours. Whenever one visits she is busily involved in one 

activity or another which will bring extra income to her household. 

Her husband's money is used for day to day expenses: hers is kept for 

such thi ngs as her daughters I weddi ngs and for Chri stmas. She does 

not keep a wri tten record of expenses but knows wha t she bought and 

sold items for, and her profit. She feels that it is better to work 
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for herself than to work as a domes ti c servant - the money is better 

and she prefers the work itself. It appears that she continues to 

work the two days a week in town as a favour for someone she has known 

well for a long time and who relies on her rather than as her choice 

because it is more lucrative. She has not found the police to be a 

problem at all - in fact they buy mats from her sometimes. When asked 

whether a loan would improve the viability of her business she replied 

that it would not. The four wage earners in the household ensure 

that she has sufficient working capital and one daughter recently gave 

her a new sewing machine as a gif~ 

Conclusion 

These case studies illustrate the workings of the informal sector and 

emphasise points which, while evident in the questionnaire study, are 

usefu 1 to hi gh 1 i ght: 

@ 
1. The case studies of r~rs S. and r'~rs r~. give a better picture than 

does the questionnaire survey of the difficulties of overcrowding 

and the particular problems this has caused for informal sector 

activities where equipment is required. The lack of running 

water insi de the house and the absence of electri ci ty were al so 

emphas i zed. 

~The diverse scale of activities found in the informal sector was 

highlighted by comparing r"1rs S. and Mr r~.'s shack shops. The .. 
very different picture of the one with the merchandise hidden in 

cupboards and a tin containing the day's takings and the other 
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with well stocked shelves and an electric till cannot be conveyed 

by remote stati sti ca 1 ana 1ysi s. 

An understanding of the fear operators felt of the police was ~ 
clearly conveyed by the locked gate of Mrs S.'s house and the 

elaborate efforts to disguise her activities. The possibility of 

police corruption was touched on in Mrs S.'s case study though 

not mentioned in the questionnaire study. 

t@ The three case studies portray graphically the long hours worked 

by those in the informal sector, particularly Mrs S. when she 

used to make and sell doughnuts. The diversity and range of 

activities undertaken by ~1rs 1"1. show clearly that she relaxed 

only by substituting one kind of informal sector activity for 

another. 

The differi ng degree of competi ti on experi enced under different 

circumstances was evident from the three case studies. r"1rs S.'s 

shack shop, because of its 1 oca ti on, suffered grea t 1 y from 

competi ti on whereas r""r i-1 . 's next to the compound di d not. 

Apart from illustrating more clearly and more thoroughly certain 

points that can be gauged from the questionnaire study, the case 

studies also raised issue~ which would not have been realised from the 

household survey: 

1. The most important point, perhaps, is that the case studies. 
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because of the ti me spent wi th the interviewee and because the 

questions were open-ended. allowed people's own perceptions of 

their activities. and the constraints on these activities. to be 

voiced. It was valuable. for example. to obtain r"r Mo's 

unsolicited opinion on the effect of the Councillors ' own 

business activities on the Community Council's decisions 

regardi ng granti ng of 1i cences. 

2. In the case studies people described their activities at length. 

This helped to retrieve certain details, such as the high costs 

of transport to Mrs S. because of her lack of a motor vehicle. 

In a questionnaire study such vital information could well have 

been overlooked. Mrs So's case study alerted the researcher to 

the need to probe such aspects more closely. 

3. Mrs 1>1. mentioned. in the course of describing her involvement in 

the informal sector over many years. the changes brought about by 

her changing family responsibilities. Adult children made it 

possible for her to spend far more time on such activities than 

was possible when her children were younger. Thus there may be a 

'developmental cycle' of informal sector activities. changing 

with family circumstances. This is a point that would not have 

emerged as clearly (if at all) from the questionnaire study. 

~ 4. The fact that the researcher spent a long period in people's 

homes while doing the case studies enabled her to observe the 

actual operation of Mrs S. and Mr M.'s shack shops. The very 

real advantages to the customers of children doing the shopping, 
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of the breaking of bulk (e.g. selling two eggs) and of r~r M.'s 

refrigerator (so items could be bought cold as they were needed) 

became very evi dent. 

4.2 Ranoo--Saq>le Interviews 

This section analyses the results obtained from random sample 

interviews in Kwar"'ashu. 1 The results will be examined under the 

following headings:-

4.2.1 Comparison of incomes between households with informal 
sector incomes and those without. 

4.2.2 Characteristics of the informal sector 
4.2.2.1 Individuals 
4.2.2.2 Factors associated with informal sector incomes 
4.2.2.3 Types of informal sector activity 
4.2.2.4 Formal sector linkages 
4.2.2.5 Problems encountered in the informal sector 

4.2.3 Summary of findings and associated implications 

4.2.1 Co.parison Between Households with Informal Sector Incolle and 

Those Without Such Income 

I n all cases data on formal sector emp 1 oyment and income, number of 

persons in the household and information to construct a wealth index 

were obtained. This enabled an assessment to be made of whether 

poorer households (most in need of extra income) and relatively 

wealthier households (with more opportunity to acquire capital to 

invest) became involved in the informal sector to different degrees. 

1. See Chapter Three for details of the methodology. 
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Table 31 

COliparison of Incomes of Households without Infot'Wll Sector 

Activities with those with such Activities 

Households with Tota 1 Income 
Informal Sector of Households 

Households without Activities with Informal 
r~onth ly Income Informal Sector Discounting such Sector 

in Rands Acti vities Activities Activities 

Percentage Number Percentage Number Percentage Number 

Co 1 umns 1 2 3 4 5 6 

o - 270 25 % 53 47 % 77 15% 24 
271 - 540 45 % 95 31 % 50 41 % 67 
541 - 810 18 % 37 14 % 23 28% 46 
811 + 12 % 24 8% 14 16% 26 

n = 209 n = 164 n = 163 

In 1983, when this fieldwork was undertaken, the Institute for 

Planning Research of the University of Port 'Elizabeth calculated the 

1. The results of Table 3 were tested using chi-square statistics to 
see if there was a significant difference in the numbers falling 
into the different income groups in households with and without 
informal sector activities. The Null Hypothesis was that 
i nforma 1 sector income made no difference to the numbers in the 
two samples falling into lower, middle (upper and lower) and 
upper income groups. Comparing columns 2 and 4 (households 
without informal sector and those with but discounting such 
activities) it was found that x2 = 18,81 which, with df = 3, is 
statistically significant at the ,001 level (using the 2 tailed 
test~ Comparing columns 2 and 6 (households without informal 
s~cto~ and the total income of those with informal sector~ income) 
x = 11,25 which, with df = 3, is significant at the ,02 (using 
the 2 tailed test). Thus the Null hypothesi s can be rejected in 
both instances as there is a statistically si gnificant difference 
between samples with and those without informal sector income. 
If such informal income is excluded then this sample has lower 
incomes than those not involved in the informal sector; if it is 
included the incomes are significantly highe~ 
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month ly Household Subsi s tence Leve 1 (HSU1 for an A fri can family of 

six persons in Durban at R270 per month (Potgieter 1983). From Table 

3 (columns 1 and 3) it can be seen that while 25 percent of the 

households interviewed without informal sector income were living 

below the HSL, 47 percent of those with informal sector activities had 

an income below the HSL (excluding income from their informal sector 

activity). 2 

When income from informal sector acti viti es was added to that from 

formal sector activities for the relevant households (columns 5 and 6 

of Table 3) it altered the percentage in the different categories 

considerably. When this additional income was taken into account the 

percentage with an income below the HSL (i.e. R270 p.m.) dropped to 15 

percent, a figure far smaller than those with an income of less than 

R270 p.m. who were totally reliant on formal sector income. It is 

1. The -HSL is criticised sinc~ it is based on bulk buying at the 
cheapest prices available; many blacks earning a weekly wage, 
using public transport and lacking refrigerating facilities, 
cannot take advantage of these prices. No provision is made for 
the costs of schooling such as uniforms, books or secondary 
education and the allowance for medical expenses is minimal. No 
provision is made for contingencies. (D. Budlender of Southern 
Afri ca Labour and Development Research Uni t at Cape Town 
University, quoted in the Weekly r-tail, October 18, 1985;p.14). 

2. A factor influencing this figure is that while households without 
informal sector involvement have an average of 1.7 wage earners 
per household, those with such involvement have an average of 
only 1.3 wage earners per household. This lower rate of 
employment corresponds with the fact that in the households with 
informal sector involvement 88 percent have an unemployed 
housewife present, whereas for those households without informal 
sector involvement the percentage of unemployed housewives drops 
to 56 percent. These figures do not necessarily indicate a 
causal relationship, however. Women may become involved in the 
informal sector because of a shortage of formal sector 
employment. Equally, they may not be in formal sector employment 
because they choose to be in the informal sector. 
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also evident that it is not only the very poor whose incomes are 

significantly affected by the addition of informal sector income - the 

addition of informal sector income also increases the numbers in the 

highest income category when compared with those with formal sector 

incomes only.! 

These comparisons of monthly household income with the HSL do not take 

into account the actual size of particular households.2 In order to 

do this the percentage of households (with informal sector 

involvement) in each of four categories of per capita income (obtained 

by dividing total household income by number of persons in the 

household) was compared with percentages of households per category 

for those without informal sector income. This was intended to give 

some indication of the effect of family size on informal sector 

involvement but it is understood tO ,be of limited value because it 

does not take into account economi es of sca 1 e associ a ted with 

increased family size. In fact, the per capita calculations, when 

compared to calculations per household (see columns 1 and 5 of Table 

3), made very 1 i ttle difference regarding the percentages in each of 

the four income categories. 

1. The mean monthly income of households with incomes from the 
formal sector only was R508, while for those with involvement in 
the informal sector but counting only their formal sector income 
it was R365. I f the i nforma 1 sector income was added the mean 
income rose to R566 p.m. Since all these averages are well 
abo~e .the.HSL (despite the fact that it has been shown that many 
fam1l1es 1n fact llve below the HSL) this shows that measurements 
of central tendency cloak a wide range of income disparities. 

2. In KwaMashu households ranged in size from 1 to 14 but the median 
and mode were 6 and the mean 6.6. 
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The possibility that large family size alone (i.e. without relating it 

to total household income as well) might be a factor pushing people 

into the informal sector was examined further by comparing the family 

sizes of those with and those without informal sector income (see 

Table 4). 

Table 4 

Relationship Between Size of Household and Engagement 

in Informal Sector Activity 

Numbers Households Without Households With 
in I nforma 1 Sector I nforma 1 Sector 

Household Percentage Number Percentage Number 

n n 
1 - 3 15 % 31 8 % 13 
4 - 6 42 % 87 44 % 71 
7 - 9 36 % 73 39 % 63 
10+ 7 % 15 9 % 15 

n = 209 n = 162 

The chi square statistical analysis of Table 4 showed no apparent 

correlation between household size and informal sector invo1vement.1 

The most important information to be obtained from Table 3 is that 

poverty is an important reason for the existence of the informal 

sector in KwaMashu since 47 percent of the households so involved have 

formal sector incomes below the HSL while only 25 percent of those 

1. T~e Nu 11 Hypothesis was that there was no di fference in fa mily 
SlZe between those with and those without i nforma 1 sector 
activity. The result of the chi square test was x2 = 4 46 which . , , 
wlth df = 3, was not statistically significant and meant the Null 
Hypothesi s could not be rejected. 
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not involved had so low an income. It;s important to note at thh 

juncture that the HSL is assessed as a bare minimum for survival and 

an income below this indicates a very real struggle for survival. 

Si nce the percentage of households wi th an income lower than the HSL 

fell from 47 percent to 15 percent when informal sector income was 

included it would appear that, for those with extremely low incomes, 

informal income means the difference between a tolerable existence and 

stark poverty for many in Kwaf'1ashu. 

The reasons people gave for informal sector acti vities further 

illustrated the role of poverty in initiating informal sector 

activities (see Table 5). 

Table 5 

Reasons for I nforma 1 Sector I nvo 1 vement 

Reasons 

Choice 

Supplement husband's salary 

Poverty 

III health 

Retrenchment 

Other 

Percentage of Operators 

35 

34.5 

19 

6.5 

3 

2 

n = 164 

Ten percent of the households involved in the informal sector are 

totally dependent on informal incomes. This further indicates the 

primarily supplementary role of the informal sector for the majority. 
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It is apparent from Table 3 that the income inequalities in Kwaf1ashu 
. 

are not i nsubs tanti a 1 and are not confi ned ei ther to those with, or 

those without, access to the informal sector.~ghteen percent of 

households without involvement in the informal sector had a monthly 

income of at least three times the HSL (R810).1 Thirteen percent of 

households with such involvement (but excluding their informal sector 

income) had thi s income, w hi 1 e the fi gure rose to 28.5 percent if 

their informal sector income was included. These figures indicate a 

high degree of income inequality and also show that it is not only the 

destitute who become involved in the informal sector. 

This income inequality is further evidenced by Lorenz curves of 

household incomes in Kwat~ashu (Figure 1, p.153). The Lorenz curve of 

total household incomes for those with informal sector incomes lies, 

in its entirety, inside the Lorenz curves for both households without 

access to informal settor income, and households with such income but 

excluding it. From this it is evident that informal sector income 

served to lessen income inequalities in Kwal1ashu.2 

1. In fact 2.5 percent of households without informal sector 
involvement had a monthly income of over R2000. 

2. Since the curves (1 and 4, and 2 and 4) do not cross (which would 
invalidate the Gini co-efficient (see Atkinson,1980:40)) the 
Gini co-efficient is applicable for these pairs. The Gini co
efficient of the total income of households with informal sector 
incomes (,325623) is closer to zero than that for households 
without informal sector income (,403765). Similarly the Gini co
efficient of the total incomes of households with informal sector 
incomes (,325623) is closer to zero than that for households with 
informal sector incomes when this is not taken into consideration 
(,457728). This shows that there is less income inequality in 
the total incomes of those with informal sector activity. 
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Also of great significance is that the Lorenz curve for informal 

sector incomes shows considerable inequality among informal sector 

earners and thus also informal sector businesses have very diverse 

earning potentials. This is illustrated by the fact that the poorest 

10 percent earned only 1 percent of the income of the sector, and the 

poorest 25 percent earned only 6 percent of the income. The highest 

earning 25 percent, however, earned 59 percent of the income and the 

highest earning 10 percent earned 31 percen~ 

An attempt was also made to construct a wealth index1 in order to 

compare the standards of living (baSed on consumption rather than 

income) in households with and without informal sector involvement 

(Table 6). The Null Hypothesis was that there would be no significant 

difference in standards of living, as reflected in the wealth 

indicator, between households with and without informal sector 

incomes. 2 The chi-square test showed no .statistically significant 

difference in the standards of living between households with and 

without informal sector incomes. 

1. This was scored from 0-10. House-ownership scored 2 points and 
ha vi ng an owner-buil t house scored 2 more poi nts. Possession of 
a garage, T.V., fridge, freezer, car or savings account each 
scored one point. 0-1 falls into Category 1;2-3 into Category 2 
and 4-10 into Category 3. 

2. The chi-square test gave a value of x2 = 3,34 which, with df = 3, 
meant that the Null Hypothesis could not be rejecte~ 
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Wealth 
Indicator 

1 
2 
3 

Table 6 

Relationship Between Wealth and Involvement 

in Informal Sector Activity 

Households 
without informal sector 

involvement 
Percentage Number 

16,5 % 
61,5 % 
22 % 

n = 207 

34 
127 

46 

Households 
with informal sector 

i nvo lvement 
Percentage Number 

23 % 
53 % 
24 % 

n = 164 

38 
87 
39 

There was, on the basis of this wealth indicator, very little 

difference between those households with, and those without, informal 

sector involvement. Since the examination of incomes has already 

indicated that informal sector income decreases considerably the 

percentage of people with an extremely low income it would appear that 

access to an informal sector income had enabled those in this category 

to improve their material well being so that it was very similar to 

those in a wealthier bracket without access to such income. Thus the 

informal sector serves as a leveller: it raises the incomes of those 

who would be much worse off if reliant on formal sector earnings only. 

This does not necessarily prove, however, that individuals were forced 

into the informal secto~ They may have preferred the informal to the 

formal sector. 

Again it must be noted that a very high percentage of those in both 

sectors are extremely poor, over 75 percent scoring 3 or less points 

out of 10 on the wealth indicator. The fact that 9 - 13 percent 

scored 6 to 10 points (not shown in Table 6) shows that a fairly 
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substantial number in both categories are relatively wealthy. 

The comparison of households with and those without informal sector 

incomes shows that households with informal sector involvement 

experienced greater poverty than those without such activities when . 
their informal income was exclude~ This did not mean, however, that 

all persons in this sector were poor. Informal sector income, when 

added to formal sector income, served to lessen income inequalities to 

the extent that the two sectors cannot be statistically differentiated 

on the basis of a wealth index. 

4.2.2 Characteristics of Operators 

Sex 

The most striking demographic feature of informal sector operators was 

that of the sex ratio. Ei ghty seven percent of the operators were 

women. This finding was very different to the findings of certain 

other research. 1 Women predominated in certain kinds of informal 

activities as will be examined in 4.2.2.3. 

Age 

Table 7 shows that there was a fairly even age distribution among the 

operators but with the highest percentage, 41 percent, falling in the 

41-50 age group. None were younger than 21.2 

1. See 1.5.1 and Sethuraman (1981) 

2. It was un~or~unate ~y not possi ble to compare these demographi c 
characterlstlcs wlth the characteristics of those not in the 
informal sector since it could not be determined with whom in the 
household without informal sector activities such a comparison 
could be made. 
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Table 7 

Age categories of Informl Sector Operators 

Age 

21 - 30 
31 - 40 
41 - SO 
S1 - 60 
61 + 

Percentage 

16.9 
23.1 
40.6 
11.2 
8.1 

n = 162 

Thus informal sector operators fell largely into the economically 

acti ve age groups and were not those excluded from the formal sector 

since they were ei ther too young or too old Hence they do not appear 

to be predominantly people who have become involved because of a lack 

of social welfare e.g. pensions, or who have left school and are 

battling to secure their first job. 

Education 

Table 8 

Educational Qualifications of Informl Sector Operators 

Education Levels 

o - Std 1 
Std 2 - Std 4 
Std 5 - Std 6 
Std 7 - Std 10 
Post School 

Percentage of Operators 

11. 9 
2S.2 • 
27.0 
32.7 
3.1 

n = 162 

Only 12 percent of informal sector operators had so low an education 

as to be functionally illiterate while over a third had at least a 

IS7 



secondary education. This appears to indicate that it was not a lack 

of formal education that was forcing people into the informal sector, 

contrary to evidence from elsewhere in the world. 1 

Period of Residence in KwaMashu 

Once people ha ve the ri ght to a tow nshi p house in South A fri ca they 

are unlikely to relinquish such rights by leaving the township.2 

Because few houses have been bui lt recently there have been few new 

arrivals and one finds that most people have been resident for over 

twenty years.3 It was found that 73 percent of those in the informal 

sector had lived longer than twenty-one years in KwaMashu, 26 percent 

between eleven and twenty years and a mere 1 percent fewer than ten 

years. 

F Orlla 1 Sector Eq> 1 oy.mt 

In the Kwat4ashu study it was found that 54 percent of informal sector 

opera tors had never been emp 1 oyed in the formal sector, that 19 

percent of informal sector operators were simultaneously in formal 

sector employment, and that 28 percent of informal sector operators 

had previ ous ly been in wage employment. 

1. See 1. 5. 3 

2. See Chapter Three. 

3. Sinc~ 19?8 g?vernment.policy has greatly tightened influx control 
maklng lt vlrtually lmpossible for blacks from rural areas to 
move to town (see Chaskalson & Duncan 1984:12-13). 
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Period w;th the Informal Sector. Preference 

and Reasons for Preference 

Less than 25 percent of those in the informal sector had been involved 

for under two years, while, as Table 9 illustrates, over 50 percent 

have been involved for five years and more. When people were asked 

what kind of emp 1 oyment they preferred a mere 3 percent ga ve thei r 

preference as being formal sector employment. 1 A massive 75 percent 

ga ve thei r preference as bei ng for i nforma 1 sector i nvo 1 vement; 11 

percent opted for either, depending on which was the more remunerative 

a t the ti me; and 11 percent opted for both since they felt that both 

kinds of occupation simultaneously were necessary to achieve an 

acceptable standard of living. In fact, of those who said they 

preferred to be involved in both sectors, only 50 percent were so 

ernp loyed. 
Table 9 

Nuri>er of Years in the Informal Sector 

Years 

1 and less 
2 
3 
4 
5 
6 
7 and 8 
9 and 10 
11 to 19 
20 plus 

Percentage of 
Informal Sector 

Operators 

14 
10.5 
12 
12 
10.5 

9 
11 
8 
6 
7 

n = 164 

1. This may of course be a rationalisation to explain their lack of 
formal sector employment. 
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Those who preferred working in the informal sector gave a variety of 

reasons for their choice. l Well over a quarter of the respondents 

chose the informal sector as it was more remunerative than the formal 

sector, whi le under a quarter chose it because of inadequate social 

welfare in South Africa. There was a considerable range of other 

reasons illustrating once again the diversity within the informal 

sector. 

Table 10 

Reasons for Preferring Informal Sector Activities 

Reason 

Higher income 
III health and old age 
Work at own pace 
Never worked 
Does not want to work for whites 
Does not want to work with Indians 
Can see progress 
Afraid of retrenchment 
Miscellaneous 

Percentage' of Sector 

29 
21 
13 
10 
8 
4 
4 
3 
8 

n = 164 

The miscellaneous reasons included such things as husbands not 

allowing wives to work in town; that they were tired of working for 

others; that no tax was deducted; and the need to look after children. 

1. Attitude ,surveys of t~is kind do present very real problems. In 
acc~unt!ng f~r th~lr present position interviewees may 
ratlonallse a sltuatlon not of their making and therefore explain 
it as choice. ' 
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Eq»loyment Creation 

Contradicting the notion that the informal sector in Kwal1ashu is a 

major source of employment was the fact that only 3 percent of 

informal sector operators in KwaMashu employed others on a wage basis. 

While there was little reliance on wage labour, there was a high 

degree of reliance on family labour. Thirty-five percent of those 

interviewed reported that they had assi stance from thei r family, in 

some cases intermittently, in others regularly. In many instances the 

informal sector activity was seen not as the sole preserve of a 

particular individual but as a means of supplementing family income to 

enab le the family to sur vi ve. 

4.2.2.2 Factors Associated with InforIBl Sector Incomes 

There was a considerable range in the incomes obtained from informal 

sector activity in KwaMashu, but most were low. The majority (79 

percent) of informal sector operators earned less than R270 per month 

(the HSL) from their informal sector activities. However, a mere 4 

percent of these were totally dependent on this source of income: for 

the low earners it is a supplement rather than the sole source of 

income. Forty percent of those involved earned less than RI00 per 

month while 10 percent earned more than RSOO. Figure 1 similarly 

illustrates this wide income disparity within the informal sector. 

Dividing informal sector earnings into quintiles gives the 

distribution shown in Table 11. 
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Table 11 

Informal Sector Incomes by Quintiles 

1st Qui ntile 
2nd Quintile 
3rd Qui ntile 
4 th Qui ntile 
5th Quintile 

I ncome per month 
in rands 

Under 80 
81 - 100 

101 - 150 
. 151 - 280 

Over 281 

An analysis of the factors which might determine the level of informal 

sector income was undertaken in order to see if the most successful 

operators could be identified on the basis of certain characteristics. 

Theory suggests that there are ·many factors which might affect the 

success of informal sector undertakings . . One of these factors is the 

sex of the proprietor (see 1.5.0. The difference in numbers of males 

an-d of fema 1 es wi th i nforma 1 sector earni ngs of under R100, R101 to 

R280 and R281 and over were investigated using a Chi-square tes~ The 

null hypothesis was that there was no statistically significant 

difference in income levels between males and females. 1 The Chi-

square test showed tha tal though the nu 11 hypothes is cannot be 

accepted it almost reaches significance, and so cannot be fully 

rejected either. 

Experience gained in operating a business may be expected to make it 

financially more viable than those where the proprietor lacks 

1. The result was x2 = 5,818, which, with df = 2, is almost a 
statistically significant difference at the ,05 level. 
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. experience. Similarly, the people ·who remain in the informal sector 

after many yearsl may be expected to be those who find it economically 

worthwhile. However, in this study the correlation between informal 

sector income and number of years in the informal sector was weak. 2 

Likewise, there was virtually no correlation between informal sector 

income and age.3 Since access to working capital is a limiting factor 

(see 4.2.2.S) and most such capital is drawn from the household income 

it seemed possible that household formal sector income would affect 

income levels in the informal sector. However, the correlation 

between formal sector income and informal sector income4 was found to 

be very weak. 
/' 

There is much research on education levels in the informal sector (see 

but little that compares education levels and informal sector 

income. This study found a negligible correlation 

and informal sector income. S 

Since regressions are a far better means of addressing determinants of 

informal sector income than are Pearson's Ira tests, the data was 

further ana lysed by 1 i near regressi on. Ana lysi s was undertaken usi ng 

1. As might be anticipated a statistically significant, though 
moderate correlation (Pearson's correlation coefficient (r) = 
0,38) at the ,001 level, was found between age and years in the 
i nforma 1 sector. 

2. Pearson's correlation coefficient (r) = 0,32; significant at the 
,0001 1 eve 1. 

3. Pearson's correlation coefficient (r) = -0,02 significant at the 
,05 1 eve 1. 

4. Pearson's correlation coefficient (r) = 0,21 significant at the 
,0001 1 eve 1. 

5. Pearson's correlation coefficient (r) = 0,18 significant at the 
,01 level. 

163 



informal sector income as the dependent variable and years in the 

informal sector, household formal sector income, age, education, 

number of formal sector employees per household and number of persons 

per household1 as the independent variables. In this equation years 

in the i nforma 1 sector consti tuted 10 percent of the coeffi ci ent of 

determination (adjusted R square), household, formal sector income a 

further 5 percent, number of formal sector employees a further 4 

percent and age another 2 percent. Thus these four va ri ab 1 es 

accounted for only 21 percent of the variation in informal sector 

incomes, while education of the proprietor and number of persons per 

household were not determinants. The regression was not significant.2 

It is suggested, therefore that in view of this analysis and in the 

light of other findings of ' this chapter, that the determinants of 

informal sector income are probably more structural than personal. 

1. These latter two variables were added since it was felt that the 
number of formal sector employees per household might contribute 
towards working capital and so economic viability. The number of 
persons in the household might affect viability by restricting 
the availability of working capital. 

2. It was decided to· repeat the above regression, using the same 
variables, but examining first males and then females. In the 
equation for the male informal sector operators the number of 
years in the informal sector constituted 38 percent of the 
coefficient of determination (adjusted R square), while the 
other variables were not determinants. When the regression 
analysis was repeated for female informal sector operators 
household formal sector incomes constituted 13 percent of the 
coefficient of determination and the number of formal sector 
employees constituted 5 percent thus together accounting for 18 
percent. Whilst the coefficients of determination of informal 
sector income are seen to be different for males and females they 
are not significant in either instance, confirming the above 
analysis. In neither instance do the variables included in the 
analysis constitute major determinants of informal sector income 
levels - such determinants therefore must lie outside what has 
been inc 1 uded here. 
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4.2.2.3 Types of Informal Sector Activity 

In the majority of cases operators in the informal sector were engaged 

in one informal sector activity only but in nineteen instances out of 

the 164 studied, i.e. 9,5 percent, a person was engaged in more than 

one acti vi ty. In thi s secti on the income referred to is tha t from a 

particular activity whereas in the previous section it was that 

accruing to a particular informal sector operator, thus the number of 

cases here is 183 not 164 as previously. 

The first point to note from Table 12 is that a far higher percentage 

of the informal sector is involved in distributive activities (55 

percent) than in either production (34 percent) or services (11 

percent) • 

Although production has the highest average income for a sub-group 

(R226 as compared to R151 for distribution and R210 for services) the 

vast majority of those in this sub group (81 percent) were women 

sewing and knitting for a living and they will (as discussed in 

Chapter 1) increasingly come into very stiff competition from the 

formal sector. The potential for those males involved in enlarging 

windows and making houseblocks, burglar guards and awnings appears far 

better; both because they earned a better income (average R5 75) and 

because there was less competition. The numbers involved in this 

group were extremely low, however (2 percent). 
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Table 12 

Types of Informal Sector Activity 

Incidence of activity 
Acti vi ty 

Number percentage 

Mean income 
per month 
in rands 

Range of 
income in 

rands 

Distribution 
Food and groceries from house 26 14.5 89 25-300 
Food and groceries. hawking 28 15,5 129 60-280 
Popsicles 7 4 101 24-260 
I~eat 5 3,5 100 70-150 
Li quor 17 7 219 30-500 
Selling clothes 11 6 271 80-700 
Selling second hand clothes 6 6.5 249 50-525 
Production 
Sewing and knitting 51 28.5 209 0-900 
Cooked food 8 4,5 156 30-320 
Houseblocks. burglar "guards. 
enlarging windows. awnings 4 2 575 110-800 
Services 
Renting Rooms 5 3.5 33 12- 72 
Child care 4 2.5 65 20-140 
Faith healer and herbalist 2 1 375 350-400 
Battery charger. shoe repairs. 
photographer 4 2 69 15-100 
Disc jockey 1 0.5 500 500 
Taxi 1 0.5 120 120 
Panel beating and mechanic 3 1.5 ' 716 500-850 

n-183 

The second point to note is that the most important single activity in 

Kwal~ashu. numerically. was the selling of groceries. i nclildfng food. --
(almost half the selling being done from the home and half by 

hawkers). This accounted for 30 percent of those in the informal 

sector. If the selling of popsicles anceat is included in this 

figure the percentage rises to 37 percen~ The economic conditions of 

the area ensure that grocery selling from h me and by hawking provides 

a livelihood for many in Kwa l1 ashu (albeit a minimally remunerative one 

with a mean of R110 per month and a range of incomes between R25 and 
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R300 per month).1 This is because many township residents do not have 

easy access to shops, work long hours, 1 ack refri gera ti on and buy in 

small quantities. The second most numerous activity is that of women 

knitting and sewing at home (28 percent). 

An examination of the top earners in the informal sector - the 10 

percent earning over R500 - shows that they fall into very clear 

groups with marked occupational differences between males and females. 

Of the women earning informal sector incomes over R500 the majority 

made and sold garments. A further 25 percent sold bought garments, 25 

percent sold liquor and 8 percent sold second hand clothing. Thus 42 

percent were involved in manufacturing and 58 percent in 

distribution. 2 

Males constituted just over a third of the top earners in the informal 

sector (although only 13 percent of the sector as a whole). None of 

these men were in formal sector employment and only one had reached 

retirement age.3 Their occupations (with the exception of the disc 

1. There are certainly some involved in shack shops who earn more, 
(one was the second case study at the begi nni ng of thi s chapter) 
but none fell into this random sample. 

2. Two thirds of these women were not employed in the formal sector 
and one third were so employed. This distribution is not too 
different from that of women in the informal sector as a whole 
where 75 percent were unemployed, 18 percent employed and 7 
percent retired. 

3. Whereas only 36 percent of the men in the informal sector were 
unemployed, 36 percent were employed and 28 percent were retired. 
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jockey) included panel beating, burglar guard and awning manufacture, 

window enlargement and car maintenance. All of these required more 

equipment than most in the informal sector and a higher skill level 

(which over half acquired in their previous, formal sector, job). The 

disc jockey required capital but rather less skill. Almost half of 

these men, because of the kind of work they did, employed assistants 

to he 1 p them. I n fact, thi s group of hi gh earni ng men accounted for 

half the paid employment in the inform} l sector. Over half of the 

male high earners had obtained the necessary capital from savings 

accumulated while in the formal sector and one man had sold beer until 

he had saved sufficient money. The remainder did not not give 

information as to where they had obtained capital. 

xamination of the top earning decile showed that nobody in this group 

was involved in selling groceries (whether hawkin'g or from home) nor 

in selling prepared food, in takin i 1n~~ fo childcen 
-

Whereas women in this group were predominantly involved in retail 

distribution and only secondly in manufacturing (entirely that of 

clothing), men were all in manufacturing and services. Thus, services 

were greatly overrepresented in the top earning deci le, as was 

manufacturing, whereas distribution formed a much larger percentage of 

the sector as a whole than it did of the top earning decile. 

r·l any i nforma 1 sector activi ti es seem to provi de an income suffi ci ent 

only to supplement a wage earner's salary and offer no potential for 

providing an income sufficient to support a family. The activities 

which do offer the potential of providing a living wage constitute a 

very small proportion of informal sector activity. Ninety percent of 
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the families in the informal sector are not entirely dependent on 

their informal sector income. however. 

4.2.2.4 Linkages with the Formal Sector 

The development of the informal sector will have a greater impact if 

there is vertical integration because there will be substantial 

multiplier effects. If most inputs come directly from the formal 

sector.1 then the informal sector is primarily stimulating production 

in the formal sector (and providing channels for the sale of such 

goods) and is dependent upon it. Table 13 shows the origin of informal 

sector inputs. 

Table 13 

Informal Sector Inputs 

Source 

Durban factories and shops 
Kwal-1ashu shops 
Indian shops 
Durban market 
Other 
Not applicable 

Percentage of Sector 

38.5 
22 
14 
16.5 
4 
5 

n = 164 

Thus almost 40 percent of inputs are obtained directly from the formal 

sector in Durban and have no ripple effects upon the Kwat4ashu economy. 

1. For example. ei ther as formal sector products for distri bution 
su~h ~s groceries and clothes. or as capital equipment such a; 
knlttlng machlnes and cameras. and raw materials. such as fabrics 
and yarns. 
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The 30 percent of inputs obtained' from Indian shops and the Durban 

Indian market, while not directly benefiting the large-scale formal 

sector (since many shops are small family businesses), does benefit it 

ultimately. Many of the goods bought from these shops, e.g. fabrics 

and clothing, originate in large formal sector businesses. The 22 

percent of inputs obtained from Kwaf.1ashu shops derives mostly from the 

O.K. Bazaars, KwaHashu bottle stores 1 and the local bakery. Almost 

none came from small Kwa Hashu licensed stores as the goods then 

become too expensive once profit is added on. Since only a portion of 

O.K. Bazaars shares are locally owned (the remainder are owned by KFC 

and OK Bazaars), only a portion of the increased sales resulting from 

informal sector activity accrues to those in Kwat·lashu. Liquor 

sellers increase the distributive network of the bottle stores thereby 

increasing their profit, but all their liquor ultimately comes from 

large formal sector monopolies who thus benefit as much as the bottle 

stores. It appears that, probably because of the organised nature of 

the townshi p and the fear of · pol ice raids, home brewed beer is 

virtually non-existent now (unlike the situation earlier in Cato 

~1anor). Certainly, of all those who sold beer only one admitted to 

brewing it and she also sold bought beer. The category 'other' 

includes grass for mats and some fresh produce from rural KwaZulu. 

Almost all inputs, therefore, originated in the formal sector which 

consequently controls price and availability. 

Almost no capital is drawn into Kwat·1ashu by the informal sector as 

Table 14 shows. Overwhelmingly goods sold by the informal sector are 

1. All the liquor sellers interviewed obtained their liquor locally 
i n Kwat~ ashu. 
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sold in Kwal~ashu with a small percentage being sold in rural KwaZulu. 

However, women who sold homemade garments and experienced 

difficulties in the townships because of competition from the formal 

sector did not sell as much of their produce there. Half the women 

selling homemade garments sell in KwaMashu but 14 percent sold 

entirely in rural areas, 22 percent in rural areas and Kwa Mashu, 10 

percent to work colleagues, and 4 percent as far afield as the 

Transkei and Johannesburg. A negligible percentage of their goods is 

sold to whi tes. 

Table 14 

Informal Sector Sales 

Where sold 

Kwat~ashu 
Rural KwaZulu 
Kwa~1ashu and rural 
Whi te areas 
Other (1) 

Percentages of Sector 

82.5 
6 
6 
1 
4.5 

n = 164 

Clearly goods and services sold by the informal sector in Kwa t4 ashu 

were bought by blacks using money earned in formal sector employment. 

Thus the size of the market is limited by the extent of wage 

employment and varies with it. If the formal sector is in recession 

then the informal sector market, being almost entirely dependent on 

income earned in the formal sector, must decline. 

1. The group 'other' inc 1 udes sa 1 es in Soweto, in urban centres in 
Natal and KwaZulu and in the Transkei. 
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4.2.2.5 Problems Encountered in the Informal Sector 

Informal sector operators were questioned about the most serious 

problems they faced in running their businesses in order to determine 

the factors limiting informal sector activity and the form that 

assistance to overcome these limitations should take. 

Problem 

Shortage of capital 
Police harassment 
None 

Table 15 

Problems 

Transport difficulties 
Bad debts 
Demand varies 
III health 
Shortage of time 
Profits disappear in business 
Excess competition 
Requires a licence 
Other 

Percentage of 
I nforma 1 Sector 

Experiencing Problem 

19 
17 
16 
7 
6 
6 

' 6 
5 
4 
4 
2 
8 (1) 

n = 164 

Most (84 percent) informal sector operators reported experiencing 

problems so that despite the preference for informal sector activity 

over wage employment it was not perceived as being an easy option. 

1. "Other" problems include the need for a trading centre, 
witchcraft because of jealousy, unavailability of reject fabrics, 
lack of experience, need for an assistant, working away from home 
and the fact that a business cannot prosper because of South 
Africa's laws. 
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The two os-t-colnllfon problems mentioned were-shG~tages oLka ita1
1 

and 

po 1 i ce harassment. Awareness of pol i ce harassment and the di scernment 
------~Ofthis as limiting the expansion of an individual's informal sector 

activity was frequently mentioned even when not listed as a problem. 

Very often it was accepted as part of the unchangeable reality of 

township life and not listed as a difficulty per see Unless they 

themse1 ves were constantly fi ned or had goods confi scated it was not 

specifically mentioned as a problem. At the same time the awareness 

of police activity certainly limits how and where goods are marketed 

and may prevent advertising the business by a notice outside the 

house. 

It was also interesting that only one person mentioned repressive 

legislation directed at blacks as a problem and only 2 percent 

menti oned the diffi cu1 ty of getti ng a 1 icence. lv1any, in conversati on, 

were aware of the advantages of being licenced but they knew that the 

requirements were such that there was no possibility of their getting 

ali cence and so they stressed more concrete problems. Certa in 

diffi cu1 ti es were accepted as part of the 'taken for granted' real i ty 

of township 1 ife. 

The issues that worried people were those that they regularly found 

themselves confronting - the limitations of space, time, expensive 

transport, ill health, bad debts, erratic demand, and competition. 

Some of these are matters that access to loans at low interest rates 

1. Almost all the capital available came from either personal formal 
sector earnings. or those of household members. Considering the 
low household 1 ncomes of much of the sector thi s consti tutes a 
very real problem. 
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might help alleviate ego by enabling operators to survive non-payment 

of debts, build on an extra room or buy their own transport. This - - ... _- --- -
survey showed that 56 percent of informal sector operators would like 

a loan. The amounts required, as shown in Table 16, are very small. 

Extent of loan 
required 

Under R200 
201 - 500 
501 - 1000 
+ 1000 

Table 16 

loans Desired 

Percentage of those 
wanting a loan 

33 
49 

7 
11 

n = 164 

Eighty two percent of those wanting a loan wanted less than R500. The 

main reason given for the low figure was that they felt they would 

have difficulty in repaying more.1 

4.2.3 S..-ary of Findings and Associated IlJ1)lications 

1. A major finding and one with important implications for the 

existence of the informal sector is the extent of poverty in 

Kwal4ashu.2 Forty seven percent of those involved in the informal 

1. It should be noted that the 56 percent who would have liked a 
loan was much higher than the 19 percent who listed shortage of 
capital specifically as a problem. 

2. This finding was confirmed for other urban areas in South Africa 
by the work of Keenan (1983) in Soweto. Surveys there revea 1 ed 
that the number of households below the poverty level increased 
in each year between 1978-1983. Keenan found that the main 
reason for this was increased unemployment and a decrease in the 
number of earners per household 
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sector had a formal sector income of less than the HSL, while if 

their informal sector income was added the percentage declined to 

15 percent; and of those without an informal sector income 25 

percent had household incomes of less than the HSL. 

2. The percentage (40 percent) of households involved in informal 

sector activities may be considered high when compared with that 

found in other South African studies (see 1.6) but not when 

compared with that in other developing countries (see 1.3). 

3. Women comprised 87 percent of those involved in the informal 

sector in the KwaNashu survey, whereas in many other studies a 

ma jori ty were males (see 1.4.1). A study by Sanchez (1981) 

showed that if a distinction was made between informal and 

quasi-formal acti vities there were more women i .n the former. 

The Kwaf4ashu study found that male participation increased 

greatly in the more capital intensive, skilled and labour

employing sectors. The hi her percentage of women in this study 

may reflect the influence of apartheid le islation si ce influx ----
control has limited males in the formal townships to those in - ---
wage employmen_~ Consequently women, who may have the ri ght to 

be in the townships because of marriage to a man who qual i fied, 

may become involved in the informal sector. If changes in influx 

control were to allow more unemployed men into the towns it is 

possible that the sex ratio might change but the following point 

indicates that this might not be so. 

.. 
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4. This survey found that only Ii percent of those in the informal 

sector were under thirty years of age. In contrast, Mpanza 

(1984:4) has found that in Durban 67 percent of the registered 

unemp 1 oyed are under thi rty years of age. 1 Thus despi te a hi gh 

percentage of unemployment among the young not many of them 

appear to move into the informal sector. This may reflect a 

lack of inclination or insufficient skills or capital to initiate 

a small business. This is similar to a finding from Colombo (see 

1.5.2. footnote 1). 

5. l'1 any studies in developing countries have indicated that a high 

percentage of those in the i nforma 1 sector were recent mi grants 

to the city (see 1.4.8). In this survey, however, a mere 1 

percent had lived in Kwa Mashu for less than ten years. This 

indicates a crucial difference between South African formal 

townships and other developing countries. In squatter 

sett le ments the numbers of recent mi grants working in the 

informal sector may be worthy of note (see l~aasdorp 1983), but 

influx control has ensured that there are comparatively few 

recent migrants residing in the established townships. 

6. A further difference between this study and those of the informal 

sector in other parts of the world is that it does not appear to 

be a lack of formal education which is forcing people in KwaMashu 

into the informal sector. Almost 90 percent of those in the 

informal sector had Standard 2 or higher education and over 60 

1. 80 percent of the registered unemployed under 30 years of age had 
permanent urban rights. 
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percent had Standard 5 or more. These percentages compare 

favourably with a literacy rate of between 50 and 60 percent for 

South African blacks quoted in the Survey of Race Relations 

(1984:436-437). In many other countries, however, much of the 

informal sector had a very low level of education (see 1.5.3). 

7. In the KwaMashu study 531 percent of the informal sector had 

never been employed in the formal sector and seem to fall into 

Quijano's (1974) permanently excluded, marginalised labour force 

- those who, because of increasi ng mechani zati on and consequent 

structural unemployment, are unable to obtain formal sector 

emp loyment. 2 Since a mere 3 percent expressed a preference for 

formal sector employment while a massive 75 percent preferred the 

informal sector it would appear that these people are in the 

informal sector through choice. But it is impossible to 

establish the extent to which this is a rationalisation of ' 

ci rcums tances they cannot alter. 

8. The theory that the informal sector enables the formal sector to 

pay lower wages than they would otherwise be compelled to (see 

2.3.1) was borne out by the reasons people gave for preferring 

the informal sector (see Table 10). For almost half of those in 

the informal sector the sector appears to be subsidising formal 

1. Thi s fi gure compares well with other South Afri can studies (see 
1.6). 

2. In South Africa, however, legislation such as the Environmental 
Planning Act and restrictions on Black women working in town also 
affect the level of unemployment (see Beavon and Rogerson 
1982:110; Cock et al 1983:279). 
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sector wages insufficient for the maintenance of the family1. 

The subsidy by the informal sector of formal sector wages was 

further confirmed by the fact that 47 percent of those in the 

informal sector have, counting formal sector wages only, an 

income below the HSL. 

9. A further argument that the informal sector subsidises capital 

was the fact that 7 percent of those in the informal sector gave 

ill-health as their reason for informal sector employment. These 

were people who found that their health did not permit them to 
~-

wor ~~lar basis at the level of productivity expected for 

fo~al sector_ employment but who were able to work at their own 

_ pace in the informal sector with assistance when necessary from 

family members. I n the event of adequa te provi s i on by capi ta 1 

for sick benefits for blacks and paid sick leave these people may 

have remained in wage employment. By finding an alternative they 

lessen the possible pressure exerted through trade unions on 

capital for more adequate provision of sick benefits. 

10. The 29 percent (see Table 10) who preferred the informal sector 

because they could realise greater profits in this sector would 

include the incipient entrepreneurs, those who saw the 

possibility of accumulating capital by working for themselves. 

It would also include those who had looked at the wages paid in 

1. 35 percent stated they were in the informal sector because it was 
necessary to supplement the husband's salary and 19 percent 
because of poverty. 
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the formal sec tor and, tak"i ng into account costs such as 

transport, had found them to be insufficient for the maintenance 

of a family: they had opted for a more remunerati ve al ternati ve. 

The preference for the informal sector may reflect on the low 

wages paid in the formal sector. l'4ost of the other reasons for a 

preference for the informal sector pertained to a dislike of wage 

employment in the capitalist sector. Reasons that at first 

glance appear racist (not wanting to work for whites or with 

I ndi ans) cou ld also be vi ewed as part of the foreman-l abourer 

relationship inherent in wage employment. Similarly, the desire 

to work at one's own pace and to see the resul ts of one's labour 

are part of the alienation of industrial wage employment where 

the machine sets the pace and the job is so segmented that one 

sees only a portion, never the whole, and is never paid 

proportionately to the product of one's labour. The fear of 

retr~nchment is a constant threat hanging over the head of a wage 

employee who does not conform tota l ly to the demands of wage 

employment.1 The lack of adequate provision for illness and old 

age are very important considerations in a situation such as 

South Africa's where, until recently, the absence of unions has 

meant that capital has been in a position to impose its 

conditions without opposition on the terms under which labour is 

employed. 

The fact that so many in the informal sector prefer to be in this 

sector should not, therefore. give rise to the interpretation 

1. Furthermore, the present recession and the associated 
retrenchments mean that even the most disciplined and 
conscientious worker is aware of the possibility of retrenchment. 

179 



that KwaMashu has a large proportion of incipient mini

capitalists but rather that the conditions under which formal 

sector workers are employed leads many of them to prefer working 

in the informal sector. 

11. An important finding of the Kwaf-1ashu survey is that only 3 

percent of i nforma 1 sec tor part i c i pants employed others. The 

machinery used was, with a small number of exceptions, 

manipulated by the informal sector operator himself. There 

appeared to be very 1 i ttle of the separati on between labour and 

ownership of capital inherent in the development of a capitalist 

enterprise. This contrasted with Leys (1975:266) finding that, 

in Kenya, the i nforma 1 sec tor cons is ted predomi nantly of wage 

workers (see also 1.5.6). Leys did not give figures to enable a 

comparison to be made, but there are reasons why informal sector 

enterprises may be larger and offer more employment in Kenya than 

in South Africa. The greater level of manufacturing development 

in South Africa leaves less space for informal sector 

manufacturing (see 2.6.3), and the ti ghter control over i nforma 1 

enterprises in South Africa has given such enterprises less scope 

to develop to the point where they can employ labour. 

12. Backward and forward linkages in the KwaMashu survey indicate a 

hi gh level of dependence on the forma 1 sector for inputs and on 

township residents for markets (see Tables 13 and 14). The lack 

of markets in white areas puts a very real limit on the growth of 

the informal sector since the only market available is that 
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already present in Kwaf1ashu where household incomes are generally 

low. The almost total lack of sub-contracting in Kwal-1ashu means 

that the risk of exploitation which many researchers feel to be a 

danger of the sub-contracting relationship is of little 

significance. 

Since the informal sector in Kwaf4ashu relies almost entirely, 

directly or indirectly, on formal sector inputs, informal 

activities do not generate major multiplier effects within the 

informal economy. Thus, there is no reason to expect a 

snowballing effect since the linkages serve the purpose only of 

increasing the distribution of formal sector goods. 

13. In sum, it appears that the major function of the informal sector 

is to re-distribute formal sector wages towards the poorer 

section of the KwaHashu community) As such, the informal sector 

primarily serves a survival function. This was clearly shown by 

the Lorenz curves. Income inequalities were found to be reduced 

when informal sector incomes were included: income inequalities 

were greater for households without informal sector activities 

than for those with such activities. 

1. This is what the ILD report on Kenya referred to as 
'involutionary growth' - "growth that turns in on itself. The 
informal sector has the potential of absorbing labour even if 
income~ do not rise because of the family ownership of 
enterprl sese I f the growth of output of a sector is i nhi bi ted 
the result is to spread a slowly growing income over a rapidl; 
growing population' OLD 1972:94). 
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14. Considerable income inequalities exist within the informal sector 

illustrating the fact that the sector is not at all homogeneous. 

Those earning the highest incomes in the informal sector consist 

of women making and selling garments, selling bought and second 

hand clothes or liquor, and men involved in vehicle repair, 

house alterations and renovations, and entertainment. These are 

the occupati ons wi th the hi ghest entry requi rements of skill or 

capital and the greatest employment-creation potential and 

separate these people from the majority of the informal sector 

where occupations such as vegetable hawking require little skill 

or capital. This division into two sectors corresponds to 

House's (1984) 'intermediate sector' and 'community of the poor'. 

In this study of Kwal-tashu it was, however, found to be impossible 

to predict which operators would fall into which sector on the 

basis of personal factors such as age, sex, education, period in 

the informal sector, formal sector income or household size. 

Policies aimed at developing this sector need to take cognisance 

of the inequalities in the sector (see Chapter 7). This may be 

regarded as one of the most significant findings of this survey. 

15. Numerically, the most important sector of informal activities is 

distribution (55 percent) while production involved only 34 

percent and services 11 percent of operators. Yet it is in 

services that many researchers see the future of the informal 

sector as lying since goods produced cheaply in the formal 

sector can be repaired in the informal sector (Tokman 1978a) and 

since formal sector goods, partly as a result of extensive 
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advertising, have greater mass appeal (see taste transfer 2.6.2). 

In KwaMa shu, however, the reasons for the importance of 

distribution (37 percent of informal sector activity consisted of 

retail food di stributi on), are the lack of access to transport 

and to storage facilities particularly refrigeration. People who 

are weekly paid cannot bulk-buy and long working hours and 

f commuting means that many township residents cannot shop during 

norma 1 shopp i ng hours. However, increased income, better 

transport and improved storage would sound the death knell of 

many of these little shack shops since supermarkets are cheaper. 

Home made garments (28 percent of i nforma 1 sec tor acti vi ty in 

KwaHashu) provide a similar example. People buy locally made 

clothes, many of them pinafore dresses simple jerseys, because 

they are slightly ch~aper than formal sector clothes. The fact 

that they are hawked around the townships, or made by a 

nei ghbour, also makes them accessi b le to those without transport. 

If formal sector incomes improve, it seems likely that the market 

for these garments will deteriorate as people opt for more 

fashionable and only marginally more expensive formal sector 

clothes. 
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CHAPTER FIVE 

ANALYSIS OF GARMENT-MAKING AND RETAILING 

CASE STUDIES IN KWAMASHU 

SUlIDilry 

In this chapter attention is focused initially on the differing 

responses of those who make garments, those who sell retail garments, 

and those who sell second hand garments. This highlights ' the 

different constraints affecting the three subsectors of the garment 

industry. The importance of this lies in the implications for the 

relative potential of manufacturing and of retailing with broader 

significance for the informal sector as a whole. The- discussion then 

turns to the advantages and prob 1 ems of i nforma 1 sector acti vi ti es. 

These aspects are frequently unsuspected by researchers because of the 

alienation inherent in questionnaire surveys. The emphasis in this 

chapter is on the value of utilizing a variety of research methods in 

order to attain the broader understanding vital for developing policy. 
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CHAPTER rIVE 

These case studies1 were undertaken in Kwa t1ashu in order to obtain a 

deeper under standi ng of the workings and potenti a 1 of the i nf orma 1 

sector than, it was felt, would be reflected in the questionnaire 

study alone. People working for themselves were interviewed without 

attempting to seek out particular informal sector activities but the 

majority of the case studies happened to relate to garment making or 

retail distribution of clothes. The subsequent random sample research 

showed that this accurately reflected the relative dominance of 

garment making and distribution in the informal sector. This 

subsector was considered to be particularly significant since it 

included both manufacturing and retail distribution. Analysis of 

these case studies could therefore provide information on the relative 

potenti.al of these two aspects of the garment industry in the informal 

·sector. For these reasons the case studies on the garment industry 

were the ones analysed in detail. 

These interviews revealed, to a greater extent than had those in the 

questionnaire survey, that a critical element in informal sector 

activities is the high degree of competition. So many people are 

tryin to arn_a ~g in the same wa.y. The ways in which people \.0 

ev_olv_ed strategies to overcome this difffculty reveals much regarding 

their problems and difficulties. 

1. See Chapter Three for methodolog~ 

185 



5.1 Marketing Strategies 

5.1.1 HOIIIe-mde Clothing 

Of the twelve women1 interviewed who made clothes (mostly sewing but 

one knitting) all but two had combatted the very serious problem of 

competition in Kwat~ashu by selling their wares (generally with the 

help of family members) predominantly in rural KwaZulu.2 

Of the two who do not sell in rura 1 areas one has turned her 

attention, after making clothes since 1975, increasingly to her shack 

shop and small fish-frying business. 3 The other, who sells 

predominantly in KwaMashu, maintains, with just a hint of superiority, 

that there is no need for her to sell in rural KwaZulu as the quality 

and variety of her sewing ensures that her wares find a ready market 

1. Only women were involved in the making and selling of garments in 
the random sample as well as in the case studies. Men 
occasionally assisted their wives by selling clothing at work. 

2. Paradoxically although these women moved into rural areas to 
sell, in another study rural women .•• "who go outside the local 
community to sell are ... amongst the most successful in terms of 
the amount of money they earn" (Preston-Whyte and Nene 1984:13). 
It is not the movement from urban to rura 1 areas whi ch is 
conducive to increased sales, therefore, but finding a 
particular market with good sales potential. 

She estimates that these two bring her a profit of R400 per 
month, compared to on ly R40 for sew i ng. As she poi nts out (and 
as most other women mention) when selling clothes in KwaMashu she 
is constantly badgered to allow credit payment and the money is 
difficult to recover. People pay cash for fried fish. She is 
not confronted by competition in her fish-frying business as, she 
says, she knows secrets of fish frying unknown to aspiring 
competitors (she worked for seventeen years as a domestic 
servant for a family who ate a wide variety of fish dishes). 
Although she spends hours cooking it is remunerative. 
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among those who place orders for her garments in Kwar~ashu.l She was 

the woman discussed as Case Study Two of Chapter Four. 

For the other women, however, marketing is one of their major problems 

and they all stress the difficulties imposed on them by the degree of 

competition they face. A further difficulty encountered in selling in 

the township is that township buyers press them to sell on terms. 

Given the anonymity of the the township and the transient nature of a 

hostel dweller's residence, this is hazardous. (redit is frequently 

given but only to people they kno~ They are pressured into giving 

credit since this enables them to retain customers and gives them an 

advantage over competi tors. 

Women who sell in the rural areas, on the other hand, extend credit 

more readily since it is to people they know (as they return to sell 

in their 'home districts ' or otherwise the clothes are given to close 

relatives to sell for them).2 

While it may appear that the transport costs involved in selling in 

rural areas add to the costs and decrease profits it is clear that in 

1. There is probably a good deal of truth in her assessment as her 
clothes were well made. She was observed meticulously to press 
the garment at each stage giving a very professional finish. 
This would certainly diminish competition. She makes a wide 
range of articles which facilitates easier marketing. 

2. One woman's sister sells 40 - 60 children's dresses every two 
months at Tugela Ferry. Others have relatives who sell for them 
at Ndwedwe, Eshowe, Mahlabatini, Muden, Mondlo, Vryheid and Port 
Shepstone every two to three months. Another women's si ster-i n
law (in Orlando) collects garments to sell every few months. 
She reports that bedspreads sell only in Johannesburg (not 
Durban) and pinafores fetch a better price there. 
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many instances the visits were in part family visits which would have 

occurred anyway. Where re 1 a ti ves sell for urban dressmakers they do 

not receive payment. As family they do it to help (an example of use 

rather than exchange values). The clothes they frequently receive for 

their families are not regarded as payment. 

There is a very marked tendency for rural sales to take place on 

pension day1 (every two months). Seven of the ten women mentioned 

this point specifically. One woman also went all the way to Ingwavuma 

to sellon ca tt le aucti ons days when people had the cash to buy 

clothes. 2 

Speaking to these women and exploring the methods they have devised to 

sell their wares it is clearly evident that they find it difficult 

(with the one exception) to sell in Kwat~ashu. This is not only 

because of competition from women such as themselves but, more 

importantly, because of the availability and comparative cheapness of 

formal sector garments in shops in Kwa i'~ashu and Durban. 

Furthermore, Kwal'4ashu residents, although extremely poor, do have 

higher incomes than people living in rural areas and this could 

indicate a change in consumer preference, and taste, at slightly 

1. This was also observed by Preston Whyte and Nene (1984:15). 

2. According to the respondent Ingwavuma is one of the few areas 
where the magistrate is prepared to give a licence for hawkers to 
sell home made clothes. According to her the police tried, 
unsuccessfully, to stop the issue of such licences on the grounds 
that it interfered with the sales of the licensed trading stores 
and also as the pol i ce regarded the crowds gathered around the 
hawkers as potentially unruly. The magistrate, however. insisted 
that the women had the right to sell their home made articles. 
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higher income levels. Thus rural women find home-made dresses more 

acceptable than do many urban wome~ This would have implications for 

the long-term potential of informal sector garment manufacture. Where 

Kwalv1ashu residents do buy from women who make garments themselves one 

of the factors persuading them to do so is the availability of credit. 

5.1.2 Retail Clothing 

- --~ 

The arget market 'ior those selling formal sector clothing is quite 

different. Since such clothing is at least twice the price of home

made clothing it appeals to women with more money - typically to 

working women - and it is to such women that the sales are directed. 

Three women interviewed sold to quite different groups of women but in 

each case there was a very speci fic target group. 

One woman had previously been a hotel employee and had made extra 

money by buying sheets wholesale and selling them to her fellow 

emp 1 oyees. She deci ded. af ter be i ng retrenched. to sell sheets and 

clothing for a living. She sells to hotel employees in Durban during 

their lunch breaks and after work since she knows. from her previous 

job. the kind of clothes they like as well as the fact that the hours 

they work makes shopping difficult for them. Customers pay a deposit 

on purchase and she returns on pay day for the balance. 

Another woman has found that the best markets for her dresses are 

schools and polyclinics in KwaMashu. Her market is women earning 

relatively good salaries who consider it important to dress well but 

who find it difficult and time consuming to shop in Durba~ She did 
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not mention finding competition a problem, possibly because of her 

willingness to give credit. fay allowing credit and accepting small 

repayments of under R10 a t a~i me she ri sks not getti ng paid but she 

accepts the risk since it increases her sales\ 

/ 
The third woman in this category is still employed as a nursing 

" sister. She uses her job as an opportunity to sell to an almost 

captive market. The nurses are women with whose tastes, and sizes, 

she is familiar. She has no problem getting money from her customers 

since she knows them well and they pay the dresses off R10 at a time 

at the month's end. Her husband helps her purchase stock and uses hi s 

car to transport dresses. Like the two previ ous women she buys her 

stocks from Indian shops in the Grey Street area in Durba~ Since she 

has no children, and a relative livin ssistanc 

around the house, she does not find her 'moonlighting' too difficult. 

She is sure the business would expand greatly if she' devoted all her 

time to it and is seriously considering leaving nursing to do s~ The 

only woman in this category (of these who sell formal sector clothing) 

who sells in rural KwaZulu is a woman who sells bought clothes and 

machine knitted articles at Harrismith and Hammersdale. 

The chief problem encountered by these women is a shortage of cash to 

buy suffi ci ent stocks. Thi s cash short ta:inly applies to all 

women, whether they make clothing or sell new or second hand, but is 

felt most particularly in this category since the outlay is much 

higher. It is interesting to note here that retail clothing is 

generally marked-up 100 percent. Women who sew also expect this 
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profit but they have in addition to'expend much labour actually making 

the garments. 

5.1.3. Second Hand Clothing 

The seven women selling second-hand clothing use other marketing 

techniques. Since the clothes they sell are much cheaper than clothes 

being sold new they can be sold to a far wider range of Kwat~ashu women 

and are much in demand. This clothing tends to be more varied, and 

rather more fashionable, than the clothing sold by women who made 

garments. These women do not find it necessary therefore to sell in 

the rural areas. Mostly these sellers of second-hand clothing sell 

house to house around Kwat~ashu. 

A regular route enables them to sell to people they know; this is 

essential if they are to gi~e credit (which they all do to known 

customers). Ins ta 1 ments are ca 11 ed for at the end of the month and 

they accept even a rand or two. One women's husband assisted by 

selling clothes at work and another's mother sells in KwaZulu on 

pension day. The best place in all Kwa Mashu to sell is said to be at 

the men's compound on pay day because the men buy garments to send 

home. 1 However, the police made this difficult since they regard it 

as unsafe and move hawkers on. 2 

1. A woman who made children's clothing had also reported this. 

2. All the women obtained the clothing in the same way as they sold 
it, by going from house to house along an established route in 
Durban where they were known. They bought especi ally in 
W~s,tvi lle ,and Durban North. This buying was supplemented by 
V1SltS to Jumble sales, and also to auctions although these were 
considered rather expensiv~ 
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The selling strategies adopted by' the different groups involved in 

sell i ng clothi ng - those who make the clothes themselves, those who 

sell formal sector clothing, and those who sell second hand clothing -

thus vary markedly depending on the kind of competition they face and 

the buyi ng power and preferences of thei r market. 

5.2 Survival Strategies 

The women who make clothing to sell, despite having found a way of 

selling all they can make and despite the fact that they, in most 

cases, spend ev·ery available moment sewing or knitting (as long as 

there is sufficient money available to buy the necessary inputs that 

is) still do not in many cases make enough money to cover their needs. 

As part of their total survi val strategy many of the women who make 

c10thes1 are involved in still other income-earning activities. 

Six of the twelve . women who make garments are, and one was previously, 

involved in supplementary money-making activities. A further two, as 

well as making clothes, sell either second-hand clothing or new 

clothing (as mentioned earlier) thus supplementing their sewing 

activities. One woman is thinking very seriously of adding bought 

clothes to the range of home-made articles she sells in the rural 

areas. 2 

1. The women selling new and second hand clothing, possibly because 
of the rather higher profits they make, scarcely participate in 
such additional activities at all. 

2. Of the remaining two women without supplementary activities one 
lives alone in Kwa Mashu and sends most of the money she earns to 
her mother in rural KwaZulu to support her three children. She 
finds her income sufficient for her needs. The other woman who 
does not supplement her income receives money from the pension of 
her husband who was paralysed in a bus accident and from one of 
her children who is workin~ 
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The supp lementary acti vi ti es undertaken by the women are someti mes 

many pronged a ttacks on poverty - as in the case of the woman who, 

besides sewing, makes grass mats and trays covered with plastic, grows 

vegetables, and whose husband runs a small second-hand furniture 

business to supplement his salary as a minister. Another woman bakes 

two dozen doughnuts every day and sells them with cool drinks (kept 

cool in her refrigerator). A woman who has sewed clothes since 1960, 

has for the past six months added to her sewing activities a small 

shack sho~ ~lling vegeta~le~, paraffin, sweets and matches. Yet 

another woman who also made clothes to sell since 1960 recently added 

the selling of paraffin to her activities. A third sells paraffin, 

sweets and popsicles as well as making dresses. The woman who 

probably earns the most from her sewing activities - over R400 p.m. -

(the one who makes dresses, pinafores, curtains and traditional mats 

as well as selling second hand clothing when she has the chance) also 

cultivates vegetables on an open plot of land and sells these. 1 A 

woman who is now only sewing,. as she had done since 1964, had until 

1978 another business as well. She sold fruit and vegetables from a 

van in Kwat~ashu and employed her son and an assistant to help her. 

W hen the van was w reeked; n an ace; dent she was unable to continue 

selling vegetables. For many of the women earning money by sewing it 

1. It must be noted that these women regard sewing as an important 
income-earner. Three of the twelve women set as i de a regu 1 ar 
time for sewin'g. Either the full morning from 7-1 or the 
afternoon from 1-5 and attended to their domestic 
responsibilities for the rest of the day. Four of the women 
re~orted, and it was evident when visiting them, that they sewed 
dally and for as much of the day as was possible. The remaining 
fi ve did not gi ve i nforma ti on about when they worked. I twas 
evident from the discussions that ~ewing was not a minor activity 
carried on part-ti me. Apart from the woman who spent most of her 
day frying fish, sewing occupied a major portion of their time. 
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is apparently necessary that they supplement their income in some way 

_ this despite the fact that most are not the family's sole 

breadwinner. 

Conversely, among the women selling second hand and new clothing only 

one is involved in supplementary activities. She sells new clothes on 

credit and the money only comes in (slowly) at the end of the month. 

In order to have a constant cash income she has a small vegetable 

stall outside her house which she employs someone to run, though she 

does the buying for it daily. T hi s bri ngs in about R15 profi t a 

day. She needs this money as her husband is unemployed, she has three 

young children (her main reason for leaving formal sector factory 

employment) and her uncle and mother, who are unemployed and receive 

no pension, live with them. The financial pressures, particularly the 

day to day ones, are thus greater for her than for either of the other 

women selling new clothes. 1 

Of the women who sell -second hand clothes none are involved in any 

supp lementary act i vi ti es though one expressed a des ire to add home 

made clothing to her second-hand sales as she feels there is a demand 

for new clothing. 

The difference in supplementary activities between those making 

garments and those retailing them, tog~ther with the marketing 

strategies adopted by the women making clothing, suggests that there 

is more competition in sewing than in retailing activities. It is 

1. One of these women has a job as a nurse and her husband is in 
employment. The other lives at home with her employed parents 
though she do~s support her three chi 1 dren grow i ng up in rura 1 
areas on her lncome. 
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probable. though difficult to substantiate. that this competition is 

not simply because there are so many women making clothes but because 

there is considerable competition from the factory-made clothing 

available which appeals particularly to urban residents (see 'taste 

transfer' 2.6.2). 

5.3 Hidden Profits 

It may seem at this point that the dice are heavily loaded against 

women making and selling clothes. However, it is important to bear in 

mind the aspect of 'hidden profits' which researcher 

overlook. Cognisance is often taken, by researchers, of 'hidden 

costs' but 'hidden profits' also play an important role. A woman who 

sold second-hand clothes pointed out a great advantage: it enabled her 
< 

to dress ...b~efltire f~mi ly smartly on the clothes she bought - she 
-_. ----

then added their used clothing to the clothes being sold. This did 

'not appear in the profit she estimated from the business but it meant 

that she. her husband and her three growing children were well dressed 

as a 'perk' of her business. She lived in an expensive owner-built 

house and it was important to her to dress her family well. This 

perspective on 'hidden profits' could only be gained from this case-

study approach. it would not have arisen during a questionnaire survey 

(particularly a pre-coded questionnaire). 

Similarly. women who make clothes to sell will include material to 

make clothes for their families (and of the family members who assist 

them). who buy fruit and vegetables. paraffin and other 

will draw their household supply from the goods they sell. 

Paraffin, for instance, is bought in bulk and by rebottling most of ) 
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the container and selling it at the accepted price their paraffin is 

effectively free. This may decrease profit from a bookkeeping point 

of view but it is a very real advantage. 

Lipton's argument regarding the merging of consumption and production 

in such small scale operations - what he calls the 'fungibility' of 

production costs - is relevant here. He feels this is an important, 

positive, and much neglected aspect of these businesses (cited by 

Schmitz [l982a:432]). 

5.4 Life-History Differences Between Those Who Sew and Those Who Sell 

The considerable differences in age and employment history between the 

women involved in sewing and those in retai ling suggest fundamental 

differences in outlook between the two groups. The · women involved in 

making clothes are older and more traditional than those involved in 

reta il i ng. Of the twe 1 ve women mak i ng clothes only two were under 

forty five years of ~ge.l The majority of those women were either 

1. One of these was the only woman among the group who was knitting 
garments on a kni tti I)g machi ne - an acti vi ty more attractive to 
younger women. The other was the only woman amongst all those in 
the case studies who preferred formal sector employment. She had 
tri ed unsucce·ssfu lly for the pas t three years to fi nd a job and 
was in the informal sector more from necessity than choice. 

The oldest woman in this group (see Case Study Two, Chapter 
Four), ~ertainly over sixty five, is also the one making the 
hi ghes t profi t (well over RAOO per month). She has been sew i ng 
to sell for thirty seven years. Part of the reason for her 
success she attributes to her children being adult: she can 
devote herself to her sewing and mat making. Three wage earners 
in the household, and her own part ti me employment, obviate the 
cash-flow bottleneck which almost all the other women experience. 

A 1 though the three women earni ng the most were aged over fi fty 
and had been sewing for over fifteen years, and the youngest two 
earned the least, there was not a perfect correlation between age 
and earning capacity. 
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previously in domestic employment (six instances) 'or not employed 

(three instances). Of the remainder one had worked in a factory, one 

had been a teacher and one a nurse. 

The women who sold new and second hand clothing were all under forty 

years of age and were confi dent, well dressed and attracti ve women. 

Those selling new clothing had worked, or still worked, in hotels, 

factories or as nurses. 1 Those selling second-hand clothing had a 

similar employment history.2 

There is therefore a fairly clear division between the older more 

traditional women and the younger, more confident, sophisticated and 

fashi onab 1e women. 

5.5 PrObleas Facing Garment Makers and Retailers 

The women involved in garment making and retailing confronted serious 

problems. Almost all of them mentioned the availability of working 

capital as a constant problem which limited their growth and 

viability. Allied to this, many mentioned the problems associated 

with, and the tremendous difficulties involved in, obtaining a 

hawker's licence. In the first place, the lack of a licence 

1. With the exception of one women who sold retail clothing and her 
own knitted articles in the rural areas. She had never been 
employed and was, in many ways, more like the women who made 
garments. 

2. Apart from two women who had never been employed but had the 
confidence and sophistication of the women in the group and one 
who had been in domestic employment and was more like the women 
selling home-made clothing in most respects. 
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restricted them to purchasing stock·s at retai 1 shops and so prevented 

their gaining access to cheap inputs. In the second place. the lack 

of a licence increased the problems of police harassment (a smaller 

number mentioned this. however. than mentioned the previous 

difficulty). Only four women had had actual problems with the police 

and found that this limited their opportunities to sell where the 

demand was greatest. A further four were constantly aware of the 

possibilities of police interference and so were psychologically 

affected. 

Finding sufficient time to work was mentioned by some of the women as 

a difficulty because working from home meant that domestic 

responsibilities interfered with remunerative activities. This point 

was specifically mentioned by two young women. An older women (see 

Case Study Two of Chapter Four) menti oned her di mi ni shi ng domes ti c 

responsibilities as a major advantage to her economic activities. 

This woman. however. found that the lack of space resulting from five 

adults living in a small house limited her work. She sewed in the 

kitchen and had to clear away to cook. The frame used for making mats 

necess ita ted movi ng the settee out of the lounge - so when she made 

mats she had to concentrate on that activity alone in order to restore 

the lounge to its normal appearance as quickly as possible. 

These every-day type of problems although not revealed in the 

questionnaire surveyl do much to clarify the difficulties under which 

those in the informal sector operate. Market competition was found 

1. The researcher had necessari ly to be present in the area where 
the acti vi ti es were undertaken in order to ask pertinent 
questions. 
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to be the overri di ng determinant of the future of garment maki ng and 

retailin~ A small number of highly committed garment makers devised 

strategies which were based either on extremely efficient marketing in 

rural areas or on producing a wide variety of high quality articles. 

Apart from these few women the possibility of earning a good income in 

this sector appears to be best for those in the retailing of new 

garments. This market is limited, however, to the relatively small 

number of women earning a high enough income to be able to afford 

these more expensive items. The market is also limited to those 

women who lack the time to visit retail shops in Durban and KwaMashu. 

There appears to be some potenti a 1 for the sa 1 e of second-hand 

clothing, so long as such selling is undertaken on a full time basis 

since obtaining the inputs is time consuming.1 

Conclusion 

This detailed analysis of garment manufacture and retailing based on 

case studies illustrates the perspectives gained on these activities 

which are not possible with questionnaire surveys and shows the 

importance of using both approaches. The survival strategies 

necessary to the garment makers, hidden profits in informal~ 
activities, the participants problems w ~h have not been anticipated 

by researchers and the differences in both marketing strategies and 

life histories among the three groups, were clarified by using the 

case study approach. 

1. The only woman whose profi ts in the second hand sector were as 
hi gh as those se 11 i ng new c 1 othi ng, and those of the three most 
successful garment makers, worked particularly industriously on a 
full time basis. 
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CHAPTER SIX 

ATTITUDES OF DECISION-MAKERS AND OFFICIALS 

REGARDING TtE INFORMAl SECTOR 

Sunmary 

Encouragement and promoti on of the informal sector is a pol icy both 

the Government and the private sector in South Africa profess to 

favour. The aim of this chapter is to show that this rhetoric has 

little basis in reality. After briefly considering the perceptions of 

government officials (including the police) and local businessmen, 

attention is directed towards the practical management of a lending 

agency. The main concern here is with establishing which people are 

to be granted loans. It appears that there is a mechanism at work 

sorting the few with some potential for accumulation from the many who 

function at a subsistence level. The chapter concludes by suggesting 

that present policies hold little possibility for ameliorating 

wi despread poverty. 
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CHAPTER SIX 

The destruction, survival or growth of the informal sector is 

dependent to a large extent on the atti tudes, percepti ons and 

decisions of local authorities and development agencies. It is a 

particularly interesting period for an investigation into these 

attitudes because the traditional bureaucratic view - that the 

informal sector is an unsightly, untidy, health hazard - is in some 

circles gradually giving way to the idea that it could be promoted to 

provi de further emp 1 oyment opportu ni ti es and supp ly welfare needs. 

Thus it is a period of conflicting ideas and opinions. This is well 

illustrated in our interviews with those whose decisions affect the 

day to day running of the informal sector in KwaMashu. 

6.1 Antipathy 

The strongest antipathy to the sector was found, as might be expected, 

among government officials and amongst fairly small black businessmen. 

An official of the Natalia Development Board employed at Pinetown 

criticised the informal sector because it competes with those who are 

licensed and established. r'4uch of his antipathy was based on a 

dislike of anything which could not be carefully regulated and 

controlled. He felt that African hawkers copied the idea of trading 

from Indian hawkers around Durban station, but that the Indian hawkers 

were permissible because they were licensed and regulated. However, 
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the African hawkers around KwaMashu station were considered a 

nuisance because no control was exercised over them. He did not 

explain why they could not have been licensed. 

The KwaMashu Township Manager did not express strong feelings on the 

matter of the informal sector but simply carried out instructions as 

laid down. He noted that trading from houses was illegal but that 

sewing and knitting from home, which did not require licensing, were 

permitted. An investigation of licences approved by the KwaMashu 

Township Licensing Board (consisting of four councillors, the Township 

f4anager, the Senior Health Inspector and the the Clerk of the Board) 

showed tha tal i cence had been granted to a hawker enab 1 i ng hi m to 

store up to R200 worth of goods (clothing) in his home. The Township 

Manager opposed the application, as did the police, but the majority 

of the Board were in favour and lt was approve~ The Board generally 

forbade the use of domestic residences for commercial storage but this 

application was approved on the grounds that the hawker was an 

itinerant and did not sell from the house, and on condition that the 

Senior Health Inspector inspected the premises regularly. 

Stronger opposition was displayed by owners of businesses in Kwat4ashu. 

The owner of a KwaMashu bottle store, and chairman of the Nyanda 

Chamber of Commerce, objected to trading from residential dwellings. 

He argued that it was not the small people barely subsisting who 

constituted a threat but the more established unlicenced operators. 

Thus his antipathy was clearly based on a perception of the sector as 

a threat to him and his peers. He did point out that the Township 

Community Council had requested that the police refrain from harassing 
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informal sector operators. but he was clearly referring to producers 

ra ther than traders. It is i nteres ti ng to reca 11 that a 11 the 

shebeens included in the questionnaire survey bought their liquor from 

KwaMashu bottle stores and so were acting as a distributive network 

for these stores. He appeared not to be aware of these benefits. 

A Rotunda member who owns a shop selling p1astic- ware in the O.K. 

Bazaars complex felt that the community council should never have 

allowed the hawkers to remain around the station. He stressed that 

when he had been on the community council, prior to the incorporation 

of KwaMashu into KwaZulu, it had not been policy to licence businesses 

which were initially informal operations. It is interesting that. 

unlike those actually in the informal sector, he felt that it was not 

difficult to obtain a licence: 'you just have to apply for a site 

and show you have the capital and ability to develop it'. For those 

in the i nforma 1 sector these wou 1 d, in fact, be i nsurmountab 1e 

difficulties. Ironically his wife, prior to the opening of the shop, 

had hawked plastic goods around KwaMashu without a licence. 

6.2 The Cinderella Ca.plex 

Even those emphatically against the informal sector seem able to bury 

their qualms and become enthusiastic when confronted by someone who 

started off in the informal sector but achieved resounding success in 

business. It would seem that they object only to those who barely eke 

out an exi stence. 
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An official of the Natalia Development Board opposed the informal 

sector yet reported with evident admiration the story . of Mr Z.. Mr 

Z. started a business with his wife in Cato Manor selling hot scones, 

a t three and four in the morni ng, at the bus rank. When Cato Manor 

was cleared he requested permission to start a business in Kwat-1ashu. 

He died a millionaire in 1980, owning numerous shops, and had been 

taken on an overseas tour by Coca-Cola as one of their hundred top 

distributors. This story could not be verified from any other source 

but even if it were exaggerated, or possibly apocryphal, it 

illustrates the argument that officials who oppose the informal sector 

when it consists of failure and grinding poverty become enthusiastic 

when they see success. 

6.3 Containment or Eradication? 

The police~ according to the Kwat1ashu police station commander, did 

not interfere with informal knitting or sewing activities or with 

panelbeaters and mechanics, and they seldom acted against those 

trading without a licence. However, he pointed out that meat sellers 

are fined because they constitute a health hazard, and, since meat 

hawkers cannot be fined while other hawkers are ignored, all hawkers 

must expect to be fined. The fines are between RIO - R20 and only 

goods necessary for evi dence are confi scated. Shack shops are rai ded 

because the majori ty, accordi ng to the commander, sell I juba I (i.e. 

beer ). 

Fieldwork in KwaMashu uncovered the fact that a shack shop owner, Mrs 
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S.l (see Chapter Four), had received a fine of RSO, and had also had 

a fine of R30 only three months previously. When the amount of the 

fine was queried with the police it transpired that the fine for 

hawkers is RlO - R20 but for enterprises run from the house it is 

RSO.2 It appears probable that by regularly fining R50 the police do 

not seek to eliminate shack shops. They make no real effort to force 

them to close by fining daily or by more substantial fines. The 

purpose appears to be to limit the shops both in number (by 

frightening off prospective entrepreneurs) and in size (by preventing 

those in business advertising to attract customers). Capital 

accumulation and growth are rendered problematic since fines regularly 

dra in off the profi ts. 

6.4 Lack of Perception or a Hidden Sorting Mechanism? 

i4any of the officials working with small entrepreneurs (those employed 

by organisations such as the Small Business Development Corporation, 

as well as Government officials), appear to lack any real 

understanding of conditions in the townships. This is the result, in 

part. of social distance and of an inability to perceive conditions in 

the township (ignoring for example the difficulties of travel and the 

1. It seems almost certain that no juba was being sold from Mrs SIS 
shack shop. The length of time spent by the researcher at the 
shop duri ng the case-study and the fact tha t r4rs S was introduced 
to the researcher, by a woman who knew them both well, as simply 
a shack shop owner (a 1 though an interest had been expressed in 
shebeens) i ndi cated thi s. 

2. This was not mentioned by the station commander in the first 
interview and was revealed only later during in-depth research in 
Kwar4ashu. 

205 



limitations imposed by poverty). Office interviews (of the "I ask, 

you answer", variety) result in officials lacking the opportunity 

personally to experience township conditions. An example of such a 

lack of understanding was the suggestion by the head of the Infant 

Enterpri ses Uni t tha t i nforma 1 sec tor opera tors make thei r month 1y 

repayments by cheque. He further suggested that direct payment could 

be made to a Kwar-1ashu bank - but the Small Busi ness Development 

Corporation deals with Nedbank which does not operate in the 

townshi ps. The i nteres ti ng poi nt here is tha t two months after the 

formation of the Infant Enterprises Unit, and after at least a year of 

the Revolving Loan Scheme,! a system had not been evolved to simplify 

repayments. The suggestion that it was a long way to travel by train 

from KwaMashu to Durban to make a monthly repayment (an entire 

morning away from business), elicited the response from a SBDC 

qfficia1 that "Where there's a will there's a way". It is not easy 

for the affluent and privileged to conceptua1ise the problems of 

poverty. 

The unsympathetic attitude of officials may, perhaps subconsciously, 

be a means of separating the applicants with capitalist potential and 

entrepreneurial drive from those simply striving to survive. It is 

more difficult for the less affluent, less erudite, and less self

assured to present their loan applications in a manner conducive to a 

favourable official response. These may be the very people less 

capable of operating a highly successful business or they aay simply 

Under this scheme loans of up to a maximum of R2000 are available 
for a period of one year with an interest rate of twelve percent 
per annum. 
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appear so to the lending agencies~ It was apparent while visiting 

loan applicants with an SBOC official that she was looking for a well 

developed bus i ness moti vati on - di ffi cu1 t for those who used thei r 

profits for subsistence and had to wait until pay day or pension day 

to obtain inputs.! 

The overiding emphasis on rational economic behaviour was well 

illustrated by an interview with f4 rs S. (see Case Study One of Chapter 

Four) who runs a small shack shop. Assistance was requested from the 

SBOC in order to repair the family Combi to save money spent on taxis 

and enable the money to be used to purchase groceri es. r~ rs. S. 

produced receipts and her savings book in order to demonstrate the 

money flow engendered by the business. ' The official was clearly 
~ ) 

shocked to find RIOOO in the savings book and enquired why ~ in the 

circumstances. money was required to repair the vehicle. It 

transpired that the money saved was only for emergencies since with 

five children and two elderly persons in the house it was necessary to 

have security in the event of an unforeseen crisis. The official was 

1. - She argued tha t when a cone of yarn cos ts on 1y R3.50 cash flow 
problems do not exist. In fact a cone costs R5 unless bought at 
sales (which results in delays and requires foreknowledge of 
sales). or from a factory (which requires a licence). Thus the 
extent and limitations of poverty are overlooked. The time 
available to the women is also underestimated since it is 
suggested that they can make two jerseys a day (and sew together 
four on the third day): this does not allow for time spent 
running a household. caring for young children. without 
e 1ectri ci ty or hot water and wi th long journeys on foot (or by 
taxi) to buy consumables. In fact it would appear unlikely that 
a jersey co~ld be co.mpleted in much less than a day. Changing 
colours or lntroduclng patterns would take even more time. A 
child's jersey (although using less yarn) would be almost as time 
consuming as an adul tiS. 
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totally unable to understand this and insisted, both to Mrs S. and to 

the researcher, that it was not economically rational to spend well 

over R20 a week on taxis when money was available to repair the 

vehicle: she had no conception of a world where social security is 

very limited. She also stressed that with two pensions the family 

should have had enough money anyway to repair the vehicle without a 

loan, but she was under the impression that the pension was R260 per 

month whereas in fact it is R57 per month each paid every second 

month. This again indicates a basic lack of knowledge of the 

circumstances of the people she deals with and ignores the extreme 

difficulties a family of three adults and five children would have 

living on RlOO per month far less attempting to save money out of it. 

Thus what is interpreted as a lack of profit motivation is in fact an 

accurate and realistic assessment by Mrs S. of the situation in which 

she finds herself. Paradoxically, in other cases, welfare criteria 

and not simply profit orientation were regarded as important - perhaps 

desperation is thought to engender a profit motivation . 
.-~ 

It is perhaps a reflection of commitment to development 

of this sector by the ssoe th~ose assessing loan applications are 

often unable to speak Zulu and do not have a full time interpreter. 

They cannot communicate freely on those issues vital to a wider 

understanding of the informal sector. 

L-It is apparent that t~e ssoe is not actively searching for small 

enterprises to assist. ) n official pointed out that there is such a 
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demand for thei r servi ces (and bei ng non-raci ali tis from all race 

groups and so particularly from those that do not have difficulty, 

language or otherwise, in approaching the SBOC) that they do not need 

to search for applicants. This might explain why the SBOC does not 

perceive a need to open branches in the townships or to follow up 

initial applicationL Of five introductions made by the author, in 

which details were taken, none of the applicants was contacted. 

official later said it was up to them to contact her but this was not 

the impression given in the interview. This was found to be the case 

with two other staff members as well. 

The choice of loan assessors by the SBOC is significant. The official 

mentioned earlier is more interested in production (eg sewing, 

kni tti ng and perhaps food preparati on) than in redi stri buti on. She 

sees her role as that of developing skills, rather then simply in 

assisting enterprises, but the result is that it encourages 

manufacturing enterprises rather than encouraging those involved in 

distribution and serviceL Theory suggests, however, that production 

is likely to be increasingly limited by the capitalist sector. The 

official felt that production of clothing offered the best 

opportunities: the women know that the same profit is more easily 

obtained by selling ready made clothing. Because of her pOSition 

regarding loans the official has the power to direct people into one 

field rather than another. One recipient was at least as interested in 

selling second hand (particularly men's) clothes as she was in sewing, 

and she found that the two activities balanced one another giving her 

a wide variety of clothes to sell in the rural areas. But the 

official's interest in the manufacture of clothes pushed the loan 

209 



reci pi ent into accepti ng a sew i ng machi ne1 as part of her loan (her 

old one was giving trouble but this was not her first priority) and in 

accepting much of the rest in the form of dress fabrics rather than 

ready-made clothes. 

It is pertinent to the argument in this section that in a recent radio 

interview2 an official of the SBOC stated that the cut off point for 

those eligible for assistance from the 'infant enterprises unit' was 

capital assets of R750 000. This was the upper limit but it indicates 

the scale of enterprises under consideration by the SSOC - certainly 

no enterpri se in thi senti re survey of K waMashu had anythi ng 

approaching this level of capital assets. 

The attitudes~ce.p..tiQDS of.Lparticular staff member of SSOC 

have been dealt with in considerable detail since she was involved in 

loans inK wal~ashu. Four other members of the staff, of all raci a 1 

groups, were also interviewed and it was quite clear that their 

perceptions were similar to hers (or even less empathetic). This is 

not a cri ti ca 1 assessment of her persona 11y, but of the lendi ng 

procedure of the SBOC in genera 1. I t appears hi gh ly 1 ike ly tha t the 

1. This is probably related to the widespread bias against supplying 
working capital to small businesses (see Anderson 1982:938). In 
fact the global experience is that services and retailing have 
more growth potential than manufacturing. The SSOC Annual Rep·ort 
(1984:5) lists the businesses financed by the mini loan scheme in 
the previous year. They included manufacturing of beadwork and 
woollen items, vendors, tailors, welders, sewing and knitting 
ci rc1es, shoemakers, photographers, upho1 sterers and other 
co~tag~ industries. Thus all except vendors are in manufacturing 
Wh1Ch 1S not where the long term potential, in a country such as 
South A fri ca, appears to 1 i e. 

2. On Springbok radio on 8 August 1985 at 1.45 pm. 
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policy reflects not simply a lack of understanding of the township 

poor but rather a means of sorting those with potential for 

accumulation from those at the subsistence level. 

6.5 Bureaucratic Difficulties 

Many in the informal sector require relatively small loans - 82 

percent of those in the KwaMashu sample in this study requiring loans 

wanted under R500. SSOC loan procedures (a commi ttee of four has to 

approve the loan after it has been thoroughly researched by the 

investigator) make it more practicable to offer large (over RIOOO) 

than small (under R200) loans. This problem would be difficult to 

overcome with the administrative structure as it is, but the point is 

tha t the SSOC clearly does not recogni se it as a prob 1 ern. There is 

some disagreement in policy: one official felt that as small an 

amount as RIOO could be lent, whereas another would not 'consider less 

than R500. The desire for simplified loan-monitoring results in a 

tendency to award loans for the purchase of capital equipment rather 

than for working capital. This may have the danger of pushing people 

into increasing their expenditure on capital equipment unnecessarily 

rather than ameliorating their cash flow problems. Although the 

difficulty appears to be simply an administrative one ass~iated with 

the costs involved in granting small loans, it has the effect of re

inforcing the mechanism discussed in 6.4 and of assisting the 

profitable elements of the informal sector to the detri ment of those 

at the subsistence level. 
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6.6 The Question of Personal Interest 

A disadvantage of many loan administrators is their distance from the 

life-situation of the loan applicants. However, this is not simply 

the result of skin colour. It is quite possible for a black, with a 

life experience far removed from that of the poorer township resident 

(though resident hi mself in KwaMashu), to be unable to understand the 

position of the very small operator. Or it is possible that he may 

perceive the applicant as a threat to his personal interest • 
• 

Thi s was ill us tra ted in two instances. The cha i rman of the Nyanda 

Chamber of Commerce was in charge of granting loans from the SBDC for 

the revolving loan scheme. In fact only two loans were granted before 

the scheme was frozen. The SBDC would not comment on the difficulties 

encountered but the cha i rman reported that part of the problem was 

that in awarding the loan he had to become co-debtor and this placed a 

great responsibility on him. From our conversation, however, it is 

quite evident that, as a small businessmen himself, he is not 

sufficiently impartial to grant loans to very small unlicenced 

operators whom he sees as competitors. 

An employee of the SBDC in the Infant Enterprises Unit was put in 

charge of a loan to a Mrs B.1 after it had been partly processed by 

another offi ci a 1 who had suggested that in order to crea te a vi ab 1 e 

business the loan should be R1000. The first offical had been very 

1. She was the tr~nslator employed ,for the case study survey. 
Although she dld want a loan thlS was in part a test case 
to monitor a loan application. 
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posi ti ve about the loan's bei ng granted. The second offi ci al refused 

the loan on the grounds that there was excessive competition (he had 

friends using the same marketing strategy at the same hospital). It 

is interesting to speculate whether he was in fact protecting his 

friends' business interests, seen as legitimate perhaps in an economy 

with large monopolies, or simply taking it upon himself to decide upon 

a business's market potential when in fact Mrs B. knew her market 

well. 

6. 7 ~ho is Being Helped? 

Recently the SBOe moved from its offices in the Trust Bank Building in 

Smith Street to a new building specially designed for it at Westville. 

It is difficult for those in the townships to get to the middle of 

town! (but such a visit could be arranged to coincide with a trip to 

buy inputs for the business). A trip to Westville is far more 

difficult. This move would appear to suit the needs of formal sector 

small businessmen and of SBOe staff, all of whom are likely to own 

cars. rather than those it is most meant to help. 

Conelu.;on 0 
These interviews made it evident that it is not only government ----officials and complex state regulations which impede progress iOn - the -

1. A once-a-week "visit by an official to a small office in the 
township centre would have shown a real interest on the SBOe's 
part in promoting infant enterprises in the townships. 
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informal sector. Those who profess to offer assistance, including 

corporations specially set up to help small businesses, in fact do 

little to promote the interests of the informal sector. By rafslng --_.

hopes and then dashi ng them such organi sati ons cause people to lose 

heart, a fact the author was very aware of, ha vi ng seen many 

app 1 i cants refused loans. 

It appears that the rhetoric of assisting the unemployed by providing 

assistance through organisations such as the SSDC has the real result 

of withholding assistance where it is most needed. The questionnaire 

survey in this study has shown that the majority of those in the 

informal sector operate at the subsistence level. The examination of 

the lending policy of the SBDC indicates that it is those with 

potential for accumulation who are being selected for assistance. 1 

The assistance also appears to be directed towards the manufacturing 

sector (where it has least chance of long term success) and towards 

providing equipment (whereas it is working capital which is most 

necessary). There is clearly antipathy towards the informal sector on 

the part of small licenced businesses (who see it as competition). 

certain government officials (perhaps because state policy has long 

regarded the informal sector as undesirable). and the police (who do 

not seem quite sure about what is allowed and what not but in effect, 

by the uncerta i nty they engender, they certa in ly 1 i mi t the sector). 

An effective official policy of encouraging the informal sector will 

clearly need to overcome much opposition from many quarters. 

1. If this is not the reason then the alternative seems to be a 
pronounced i nabil i ty to empa thi se wi th the very poor on the part 
of officials. 
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CHAPTER SEVEN 

POLICY OPTIONS FOR THE INFORMAl SECTOR 

SUlInilry 

This chapter begins by assessing, with reference to the literature 

survey, the parameters within which the informal sector has otential 

for develop~nt aQd the limi.tati ofl. f, p~*G-ts ..de~to advao~ _ _ 
- -

the sector. This potential and these limitations are then examined in 

the South Afri can context with spec i fi c reference to the empi ri ca 1 

findings of this thesis. Attention is also drawn to the diversity 

within the sector. It is recognised that some assistance is best 

directed towards those with potential for accumulation, but it is 

suggested that on w ich th~ss profitable level could 

be .promoted. Such ass i stance can only arne lj or.a te .the probl.ems .of 

poverty not eradicate them, but it is felt nevertheless that the 

situation is such that urgent policy changes should be implemented. 
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CHAPTER SEVEN 

7.1 Determinants of Informal Sector Expansion 

The theoretical survey offered in Chapters One and Two showed that. 

while some analysts (for example. Oyeneye 1984 and Sethuraman 1977) 

see the informal sector as a growth-pole important for employment 

generation. others see its development as problematic and limited by 

circumstances beyond its control. These limitations are said to 

operate in the following way: 

1. Davies' (1979) contention that capital and the state together 

control the informal sector at an optimum size was explored in 

Chapter Two. It was argued to be in the state's interests to 

develop the informal sector since this is thought to lessen 

unemployment. suppress the development of trade union activity. 

effect fiscal savings for the state and help create a capitalist 

oriented middle class. However. the state's encouragement of 

informal sector development would be counter-balanced by its 

antipatfty towards uncontrolled settlements which are more 

difficult to supervise. visually unattractive especially for 

touri s ts. and thought to be hazardous from a hea 1 th perspecti vee 

Since informal sector growth is considered to attract rural 

mi grants to urban areas in that it makes avail ab 1 e urban 

employment. controlling the informal sector is considered a means 

of con troll i n9 squ~tte! developme~ (see Truu and Black 1980: 26). 

I t can be argued that the capi ta 1 i st sector conserves the 

informal sector because this sector depresses formal sector wages 
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(by supplementing incomes and lowering the cost of living); 

wi dens the di stri buti on of formal sector merchandi se; mi ni mi ses 

the effect of trade unions (by providing an alternate income 

source and employment in non-unionised businesses); and bears 

many of the risks of new entrepreneurial activity prior to the 

formal sector taking over successful operations. However, the 

capitalist sector only encourages the informal sector to a 

certain point and acts to suppress it once it offers serious 

competition as a result of its lower overheads and non-compliance 

with wage, industrial and tax legislation. 

2. The above may imply a somewhat contrived control by the state and 

capital, but it is clear that the same result may be obtained in 

a more spontaneous manner. The economi c space wi thi n whi ch the 

informal sector operates is governed by the capitalist sector 

(see Chapter Two) since: 

i) growth in formal sector production (by increasing the 

availability of relatively low cost, mass produced, 

attractively packaged and extensively advertised consumer 

goods) decreases the market for informal sector goods.1 

1. A si milar conc1usi on was reached in research into the conti nued 
viability of the production of cotton cloth in India using hand 
looms. This cloth is bought solely by the poor. It was 
concluded that " ••• the results show that an income 
redistribution aimed at eliminating poverty would, by reducing 
the hand 100m share of employment, substantially reduce 
employment ••• The hand loom sector is to some extent predicated 
upon poverty'· (James 1976: 149). 
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ii) the circulation of money within the sector is chiefly 

dependent on the wages of those in formal sector employment. 

If formal sector wages decline, and there is no alternate 

market such as direct sales to whites or sub-contracting to 

the formal sector,1 there can be no increase in the 

informal sector unless it is involutionary OLO Kenya, 

1972: 94). 

iii) capitalist sector technology and the media encouragement of 

changi ng fashi on in order to sti mu 1 ate demand, are further 

obstacles to the development of informal sector. 

3. Development of the informal sector will not benefit all 

participants, or the whole society, in the same way. What 

benefits one will detrimentally affect the interests of another 

and, since development policies are open to manipulation the 

power relations within a society will ensure that ~t is those 

with political or economic power who will benefit. The major 

problem seen by those who have no real hope of the informal 

sector's developing as a major growth pole can be summed up in 

the words of Robertson - "entrenched local and international 

1. This is contrary to Truu and Black's (1980:23) assertion that the 
informal sector acts as an " •.• anti-cyclical' stabilizer, 
expanding during slumps and contracting during boom conditions". 
But it is supported by Webster's (1984:12) contention that the 
i nforma 1 sector provi des " •.. a red; s tri bu ti ve network but thi s 
does not generate 'new' income, but merely redistributes the 
income which filters from formal wage employment". From 
Webster's argument it would follow that the expansion and 
contracti on of the i nforma 1 sector is dependent on that of the 
formal sector. 
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interests will probably prevent such massi ve reforms" (Robertson 

1983:487). There is no reason why those who have the power, and 

can pressure government to assi st them, should relinquish such 

rights in favour of the informal sector (when it brings them no 

real benefits). That there are benefits to the state and to 

capital of assisting the informal sector was argued in 2.2 and 

2.3 but there are obvious limits to how much freedom will be 

allowed the informal sector. 

4. Perhaps the major argument suggesting that informal sector growth 

possibilities are limited is an empirical rather than theoretical 

one. As Nihan (1979:639) notes: "The optimism currently 

displayed by the evolutionist school of thought is supported by 

very few if any successful programmes in this field". This 

observation is certainly true of the South African situation 

where, contrary to the rhetoric of the Small Business Development 

Corporation, nothing is being done to assist the really small 

informal operator (see 6.4 and 6.5). The SBDC's lack of success 

in developing the informal sector, in South Africa (as is the 

case with similar organisations elsewhere), is attributable to 

the fact that, in most cases, the assistance is directed to the 

wrong level. 

Dewar and Watson (1981) pleaded, a number of years ago, in a 

book speci fi ca lly wri tten to suggest pol icy proposals for South 
. . 

African informal sector development that: 

"T~er~ must be no hangov~r of the lending practices of 
eXlstlng development agencles which have strongly tended to 
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favour larger formal 'businesses. which have imposed 
unreasonably stringent vetting procedures and which have 
been strongly geared to profit-based criteria of success. 
Success .•• is dependent upon ca teri ng to the needs of the 
weakest section of the economic continuum" (Dewar and Watson 
1981: 111). 

Chapter Five suggests that these warnings were to no avail. 

7.2 tritique of Possible Policy Options 

Policy options for the development of the informal sector in South 

Africa require critical analysis in the light of the limitations 

summarised above. 

1. A frequently proposed method to 'develop' the informal sector is 

the provision of infrastructure in the form of buildings either 

as market stalls or small factory units. This is a form of 

'help' to which the 'helper' can point proudly. but is it the 

informal sector operator who benefits?l Werlin (1974). writing 

about Kenya. notes liThe City Council's insistence that all small 

businesses work within approved market stalls is unrealistic in 

as much as it fails to take into account the nature of the 

informal sector. Many Africans simply cannot afford to pay 

sufficient rent to cover costs of stalls and plots" (Werlin 

1974:207). 

In Lebowa there are numerous brick stru£!Yjes. built by the 

Lebowa government. each conta i ni ng some six to twelve s ta 11 s. 

Roadside hawkers are fined by the authorities. The result is 

1. Thus We11ings and Sutcliffe's (1984:543) contend "what is most 
important among white reformist planners is not that it 'works' 
but that it is seen to take place". 
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that the roadside activities of women who sold food (raw and 

cooked), clothing and craft articles have died away. Most of 

these women sold for only the few days of the month that they had 

produce available. They are unable to afford the high rental of 

the brick stalls which can be rented by the month only. Somebody 

was helped, by getting the contract to build all the brick 

stalls, but it was not the people in the informal sector. 

This does not mean that there is never a need for such stalls. 

Possibly, for example, at the KwaMashu station, where people who 

ha ve not ea ten a proper break fast queue for tra ins early in the 

morning, there may be a need for stalls where some cooking could 

be done. This, however~ can be determined only by the people 

involved, and the stalls need to be correctly positioned. 

Consultation is what is needed, not decisions made by a remote 

commi ttee of 'experts'. 

2. It has often been suggested, following the ILO (1972) suggestion, 

that licences be abolished. According to Jacobs (1982:399), for 

example, " ... licensing procedures are actually used as a 

res tri cti ve practice to protect the formal sector aga ins t 

competition ••• (and) .•. serious consideration should be given to 

the abolition of trading licences except when dealing with 

perishable foodstuffs and liquor". In fact what often happens is 

that instead of abolishing licences they are made more easily 

available, or previously illegal activities such as shebeens are 

1 i censed. This means that only those who can a'fford the cost of 
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obtaining a licence, and understand the red-tape involved, will 

be protected from offi ci a 1 harassment and be able to adverti se, 

thus operating in a far more favourable environment than their" 

erstwhile competitors whose situation will deteriorate. Such 

policy changes can be seen as part of the authorities' desire to 

co - 0 pta pol i tic a 11 y s.-ta b 1 e - b 1 a~:--ot,,-tcl,I.'U..liO,.,..,l!~a~s~s ....!a~l~b~e;.!i.::.t:..a~t!:....:t~h:.::e~ 

expense of others who are pushed further into poverty (see 

Southall 1980). 

3. Likewise, making capital more easily available can have 

unexpected consequences. As Nihan (1979:637) explains: "a sudden 

injection of capital .•. would probably encourage the acceleration 

of a few priveleged enterprises; it would penalise the other 

small undertakings". The fact that it is difficult for lending 

agenci es to moni tor the use made of' work i ng capi ta 1 1 eads to a 

preference for lending for capital equipment which: 

" ••• provi des an i ncenti ve for sma 11 sca le fi rms to move 
away from the labour intensive methods that constitute an 
important argument in favour of their promotion ... 
Programmes of general credit subsidies may give rise to the 
perverse phenomenon of capi ta 1 i ntensi ve small enterpri ses" 
(Worl d Bank 1979:35). 

This would in turn diminish their labour intensity and employment 

potenti a 1 - one of the ma jor reasons for pro mot i ng t~e sector. 

It would divide the informal sector, moreover, into those with 

the makings of a petty bourgeoisie and those who will continue in 

poverty. Of course, the creation of an urban petty bourgeoi sie 

in South Africa is consistent with recent government policy (see 

Southall 1980). 
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4. It would appear that many suggestions, made ostensibly to help 

develop the informal sector, would in fact have greater benefits 

for the formal sector. One such issue is sub-contracting. This 

is often put forward as a means of assisting the informal sector 

by providing markets. The ILO report on Kenya, for instance, 

recommends "measures •.. to induce formal sector fi rms to sub

contract labour i ntens i ve processes" (ILO 1972:230). Those who 

are pessimistic about the future of the informal sector, on the 

other hand (especially when it is closely connected to the formal 

sector because of the increasing opportunities for 'exploitative 

1 i nkages'), vi ew sugges ti ons regardi ng sub-contracti ng with 

marked disfavou~ Through subcontracting, informal businesses 

are brought into production only in times of boom, and the 

workers have no recourse to labour legislation or access to 

social service benefits. The latter are therefore wide open to 

exploitation. Sub-contractors also lack the worker solidarity to 

engage in strike action. For these reasons, Gerry argues that, 

"chain sub-contracting •.. permits a succession of unproductive 

mi dd lemen to appropri a te large porti ons of the aggrega te 

remuneration whilst those actually performing the work earn 

little" (Gerry 1978:1156; also see 2.3.2) 

5. A suggestion regarding the financing of the informal sector (made 

inter-alia by Ian Hetherington, Director of Small Business 

Advi sory Servi ces Pty Ltd (Hetheri ngton 1984 a and b» is tha t 

money lending be freed from the stringent controls currently 
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imposed on the charging of interest. This should allow the 

development of informal sector money lending. There have been 

examples of this being successful in Third World countries. 

However. such suggestions overlook the reasons for introducing 

such legislation in the first place. Exorbitant and uncontrolled 

interest rates could well have the effect of further 

impoverishing the poor, while providing a means whereby those who 

have accumulated capital can continue to improve their position. 

This does not mean that there is no place for controlled short 

term, small loans with high interest rates, but opening the field 
----------------------------------~ 

to loan sharks in the manner suggested by the more extreme free-

arketeers would seem to have little to recommend it. 

6. The Ciskei in 1984 passed a Small Business Deregulation Act which 

abolished a hundred statutes inherited from South Africa. This 

was part of a package which did away with company tax, slashed 

private tax and privatised many state-owned assets. Some of the 

results are held to be promising - "the bus boycott, Ciskei's 

major political problem, ceased forthwith; economic growth is a 

projected 6 percent aga ins t South A fri ca' s 2 percent; and more 

than 16 000 new jobs have been created in the past year ••• a 

government spokesmen reports an influx of labour into Ciskei from 

South Africa".! It is possible that South Africa will follow 

suit and deregulate businesses employing less than twenty people. 

One analyst comments that: "Pretoria's concern over deregulation 

stems from South Africa's 4 500 statutes, and the passi ng of more 

1. 'Small Busi ness Bonanza' Fi nancia 1 Hai 1, October 4 1985, p.49. 
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than a hundred statutes in each of the past three Parl i amentary 

years. Small bus i ness does not have the ti me or experti se to 

cope with all the red tape". 1 

However, new legislation in the Ciskei which "permits the 

employment of children provided the parent or guardian agrees, 

thus putting the decision back where it belongs, to those who 

care most for the chil d and its welfare and deve 1 opment" 

(Hetherington 1984b :3-4), appears to have forgotten the 

experience of Britain during the Industrial Revolution. It 

cannot be assumed that parents always act with their children's 

best interest uppermost in their minds. Certainly the 

exploitation of child labour during that period was a form of 

abuse we would not want to repeat. The informal sector does, 

illegally, use and exploit child labour; this wQuld not appear to 

be a reason for legalising child labour. At the same time, if 

sub-contracting increased, this would provide an opportunity for 

the formal sector to benefit from the very low wages paid to 

grossly underpaid, grossly exploited child-labour. Third World 

countries are seeking a solution to unemployment, not seeking to 

make still more labour available at the expense of the labourer's 

chance to obtain an education. 

The incorporation of child labour into the production process is 

just one, relatively minor, implication of deregulation in the 

Ciskei. Other important aspects include safety regulations, 

1. 'Small Business Bonanza' Financial Mail, October 4 1985, p.49. 
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sickness and holiday benefits. workers rights and trade unions. 

Deregulation may in this way increase the possibility for 

exploitation of the informal by the formal sector and would need. 

at the very least. to be carefully moni tored. 

7.3 South Africa - A Special Case 

Apart from the limitations imposed on the development of the informal 

sector by the formal sector and the legislative controls exercised by 

governments allover the world. there are in South Africa the 

additional constraints imposed by apartheid legislation as discussed 

in Chapter Two. The speci fi c impact of aparthei d upon the i nforma 1 

sector includes the following: 

Legislation. particularly that of 1963 and 1968 (Circular Minutes 

(RoA 12/1-A 8/1) issued to local authorities by the Department of 

Bantu Administration and Development). limits the growth 

potential of small formal urban businesses and counters any 

ambition on the part of informal sector operators to accumulate 

capital in order to formalise (see Chapter Two). This included 

(among other things) that a businessman could not operate more 

than one business. could only deal in daily essential 

requirements and could not operate outside his residential area. 

2. The Group Areas Act res tri cts the market of the black i nforma 1 

sector to the 'raci a l' group wi th the lowest buyi ng power. 

The buying power of black South Africans is severely limited by 
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low formal sector wages, the result in part of poor education and 

racially differentiated salary scales. 

3. Town planning controls, health by-laws and licensing requirements 

which do not take into account the socio-economic reality of 

/ 
townshi p 1 i fe impede the i nforma 1 sector and prevent its 

forma 1 i sation. 

/ 
4. Job reservation legislation has historically hindered blacks from 

acquiring the expertise necessary to run their own enterprises 

and made it difficult for them, · whilst in the formal sector, to 

accumulate capital to acquire their own businesses. The phasing 

out of job reservation does not immediately rectify the 

situation. A legacy of skill and capital shortages remains. 

5. Access to capital has been greatly restricted since the inability 

to own property in the townships until recently has prevented the 

mortgaging of such assets (see 2.8.4). 

6. Hore difficult to quantify than any of the above factors is the 

effect of racism which influences the interaction of most whites 

with blacks and is particularly detrimental to the informal 

sector when it affects the attitudes of white officials and 

policy makers. Racial stereotyping, consequent on social and 

spatial separation, has an influence on most black/white 

interactions in South Africa and so has significant, if 

undetermined, effects on the black informal sector since it 

limits the penetration of the informal sector into white markets. 
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7.4 The Dichoto~ within the Sector 

i4 any wri ters emphasi ze that a di chotomy of the urban economy into 

formal and informal sectors masks the inequalities within the informal 

sector. House (1984:298) argued for Nairobi for instance. that the 

informal sector could be divided into 'the community of the poor' and 

'the intermediate sector'. with a residual sector between them. on the 

basis of "productivity and income levels generated and in the 

motivation of participants involved". (See also Dewar and Watson 

1981, 1982; Bienefeld 1975:59; and, Preston-Whyte and Nene 1984 for 

di vi s ions in the i nforma 1 sector). 

The research in KwaHashu similarly revealed a division between the 

operators with some accumulation potential. on the one hand. and the 

majority of the sector. on the other. The latter were involved in the 

i nforma 1 sector in order to survi ve and were unable to accummu la te 

sufficient capital to develop a -viable business. The following points 

support this contention: 

1. The operators with some accumulation potential (the 10% with a 

profit of over R500 per month) have. since the HSl is R270 per 

month. a narrow margin for re-investment and capital 

accumulation. Eighty percent of those in the informal sector. 

however. have a profit of less than R270 per month. If this was 

their sole source of livelihood they would not have any capital 

to re-invest. However. only 10 percent of those in the informal 

sector are solely dependent on informal sector activities which. 

together with the hi gh proporti on gi vi ng poverty as thei r reason 
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for informal sector involvement, indicates that these activities 

serve as a supp lement to formal sector income ra ther than as a 

primary income source for most operators. 

2. The acti vi ti es w hi ch produce a profi t of over R500 a month are 

limited to vehicle repairs, house construction and entertainment 

(in the case of men) and garment manufacture and sales and liquor 

sa les (i n the case of women). The large percentage of the sector 

involved in grocery sales (itinerant and non-itinerant) earn an 

income too low to produce capi ta 1 accumu 1 a ti on suffi ci ent for 

growth.1 Garment manufacturers and retailers, as discussed in 

Chapter Five, exhibit great income disparities, thus falling 

part ly into the subs is tence and partly into the Ii ntermedi a tel 

sector. 

3. The low employment generating potential of most of the informal 
----------------------~--------------------

sector is shown by the fact that on ly 3 percent of those in the. 

survey employed others on a wage basis. Half of these wage 

earners were employed by the top 10 percent of income earners 

again illustrating that it is with this group, if any, that the 

growth potential lies. 

1. Supporting this contention, research in Windhoek shows that " •.• 
recent informal sector growth is primarily a survival mechanism 
in the face of rising unemployment and falling real incomes for 
unskilled workers" ••• (since) ••• " ••• most activities are geared 
to~ards low income supplementation and have low growth potential" 
(Slmon 1984:568-569). And, similarly, " ..• whilst in principle 
the profit-incentive exists among commercial activities in the 
lowest levels of the lower circuit, in reality the prime pre
occupa ti on is survi va 1" (Santos 1979: 125). 
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4. An ana lys;s of the characteri s ti cs of the most successful 

informal sector operators showed that it is not possible to 

predi ct successfu 1 entrepreneurs on the basis of age, sex, 

education or type of activity. Certain subsectors (eg. hawking) 

had no really successful members; however, in the subsectors 

where some were successful (eg. selling clothing) there were 

sti 11 a large number of unsuccessful operators. There does not 

seem to be any very useful method of identifying successful 

entrepreneurs other than by the income of the business; hence it 

is difficult to identify people who are likely to become 

successful on the basis of indicators such as age, sex and 

education. 

7.5 Promoti ng the I nforma 1 Sector 

Once the different parts of the informal sector have been identified 

the question remains how to 1I ••• maximise the development potential of 

the i ntermedi ate sector and, at the same ti me, mi ni mi se the size of 

the community of the poor ll (House 1984:298). Thus different 

development policies will need to be applied to the different 

subsectors (see Dewar and Watson 1981, 1982). On the other hand, 

House implies that those in the 'intermediate sector' who have 

demonstrated their potential for accumulation and their motivation 

will have little difficulty in taking the step into the formal secto~ 

But this minimises the magnitude of this step. Formal sector 

participation requires conformity with a large number of legal 

requirements and minimum wage laws, registration for income tax, and 
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probably the move to special premises. Thus there is a great increase 

in costs, and a business which was viable in the informal sector may 

well show a loss in the formal sector1 (see Nattrass N., 1985). It is 

probable also that forma1ising businesses will have to change product 

lines and enter an entirely different market, far removed from the one 

to which they are accustomed. They will increasingly come into 

competition with well established formal sector businesses. 

In South Africa the Small Business Development Corporation and the 

KFC hope to create jobs by giving assistance to that section of the 

informal sector able to accumulate capital. Much of the apparent 

encouragement for the informal sector comes from the SBDC, but as this 

research shows (see 6.4), and as Dewar and Watson (1982) point out, 

they appear to be directing their efforts at relatively larger 

enterpri ses. The provi si on of fai rly large loans, factory uni ts, and 

managerial training is not in keeping with the needs of the smallest 

operators who require very small loans. In the Kwal~ashu research over 

80 percent required under RSOO. Likewise in Dewar and Watson's (1982) 

study most loans required were between RSO - R100. Dewar and Watson 

(1982:141) also note that the effect of SBDC policy is likely to be 

negative since it "creates the impression that social and economic 

reforms are taking place when, in fact, they are not", and increases 

the black middle class while worsening the position of small 

manufacturers and traders. 

1. This was also confirmed in discussion with many occupants of KFC 
small-factory units in KwaMashu. 
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The needs of those with some potential for accumulation! are to an 

extent taken care of by organisations such as the SBOC and KFC 

although there are serious problems regarding the erection of small 

factory units-a popular component of planning policy (see Nattrass N. 

1985). The repayment of loans and payment of rent (as menti oned by 

those in the Kwal4ashu small factory un; ts). cause immense diffi cul ti es 

since operators are coming into competition with formal businesses 

(which can produce goods more cheaply and market them more 

efficiently) for the first ti me. The 1i terature QJlL..e..1..se.w.J:Ie i-n he. __ 

world shows clearly that the manufacturing secticm 9f the informal ---sector has a---lim1ted andd;creasing market (esILe.c.i.ally in countries 

such as South Africa which, by Third World standards has a relatively 
-~~----

strorTg- and developed manufacturing sector). Garment manufacturing. 

or example, a major activity in Kwal4ashu, will, as incomes increase. 

come into competition with the formal sector as taste transfer occurs 

and awareness of fash-ion develops. Thus. this does not offer a major 

avenue for expansio~ 

There is. however. as the Kwal~ashu research showed, some potential for 

expansion in fields such as construction (building. block making, 

1. The rationale that this is the level which requires assistance is 
borne out by the suggesti on of Jacobs. chi ef economi st of Benso, 
seconded to the C i skei Government, when he says tha t 

liThe fact that the informal sector consi sts of various types 
of economic activities. will necessitate the selection of 
those activities with the greatest potential for inclusion 
~n the. development strategy. A general guideline for 
lnclusl0n could be those activities with the highest 
employment and/or those with the highest growth potential". 
(Jacobs 1'982:400). 
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awnings and burglar-guard making) and services (panel-beating and 

vehicle maintenance). Although these constitute a very small section 

of the informal sector in KwaMashu at present it seems likely that as 

people develop skills in the formal sector (a fairly recent 

development resulting from the lifting of job reservation) they will 

choose to apply them in the informal sector. Since residents have 

only recently been allowed to buy their homes in KwaHashu and can 

therefore extend and improve them there seems to be some potential in 

this field too. Construction, panel beating and car repairs are all 

expensive services in the formal sector of Durban and it seems likely 

that the informal sector may be able to undercut formal sector prices 

and remain in business (particularly if they are permitted to work in 

their back-yards as they are at present). The capital requirements 

of these operations are much greater than any others in the informal 

sector and, although the survey indicated that people had used their 

savings to meet them, the availability of small loans would be a real 

advantage to tflose involved. These are really the only businesses 

tha t ha ve any potentia 1 for emp 1 oyment genera ti on and for tra i ni ng. 

It would seem that the SBDC .could playa role by making people aware 

of their services, having an accessible office in the townships 

staffed by Zulu speaking officia l s and, above all, by really trying to 

understand the conditions under which the informal sector operates. 

It must be re-iterated that although there are some possibilities in 

this sector it forms at present a very small section of the informal 

sector. Considering the general level of incomes in Kwat~ashu, and the 

fact that home improvements and vehicle repairs provide something of a 

luxury service, their market is limited. Unless formal sector incomes 
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increase greatly, demand, which is directed towards the more wealthy, 

will level off at a certain point. These businesses (since they do 

not include retail distribution) would be little affected by changes 

in the licensing laws. Changes in zoning restrictions, however, would 

benefit them since a well positioned backyard business could then 

formalise without changing site. 

The vast majority of those in the informal sector, on the other hand, 

earn only enough to supplement a formal sector income. This, as the 

Kwat~ashu study shows, is the supplementary, survival or subsistence 

sector where people take a little money from their (or their spouses) 

formal sector earnings each pay day and use it to buy inputs for a 

small business. long before the next pay-day, however, they will have 

sold their produce and used the proceeds for household needs (but 

made it last a little longer than it would otherwise have done), and 

be awaiting the next pay-day. There is no question of accumulation 

and investmen~ Their motivation is survival, their driving force is 

poverty. As long as poverty exists in the townships they will have a 

(1 i mi ted) market. l 

In 40 percent of the homes of Kwar~ashu informal sector operators make 

a difference, sometimes a vital difference, to the standard of living 

1. If formal sector incomes rise they will lose much of their market 
as their neighbours choose to buy from supermarkets and store 
food in their own refrigerators. Political factors, including 
consumer boycotts of whi te shops, could have an effect, however. 
Similarly, if formal sector incomes rise, so too will operators 
own incomes (since 90 percent of the households in this study do 
have a formal income), and they may come to depend less on thei r 
~nformal sector earnings. It must be remembered that this study 
1S of a formal township. This finding would probably not apply 
fully to a squatter settlement. 
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of their particular household~ As we pointed out earlier the money 

circulating in the informal sector comes largely from the formal 

sector earnings of blacks. Almost none of it comes directly from the 

informal secto~ However, there is no reason why income earned in the 

formal sector could not be circulated more widely and intensively 

throughout the informal sector: no reason why money should be spent in 

Durban or formal sector shops when it could be spent in the informal 

sector. 

The incomes of those living at the subsistence level could, therefore, 

be improved in the following ways: 

1. If trading licences were abolished people would be able to sell 

from their homes. More importantly they could advertise and 

display their wares (instead of hiding them in boxes beneath the 

bed), and the money saved on fines for unlicenced trading could 

be productively spent on stocks. Even more importantly, informal 

traders would then be able to buy wholesale and compete more 

effectively with formal sector shops.1 

2. A most important form of assi stance would be rendered by a 

wholesale co-operative selling groceries, fabrics and yarns to 

members and would need to be si tuated i n Kwa~~ashu thereby cutti ng 

operators' transport costs.2 

1. Sinc~ they would be unregistered their sales tax might well go 
unpa1d but much of what they sell is foodstuffs and is exempt 
anyway. Perhaps the authorities could come to look at sales tax 
evasion as a fairly inexpensive form of social welfare. 

2. A very real difficulty would be the objections from existing 
~holesalers, ego at Phoenix, and from formal grocery stores. But 
1f there 1S any real intention of assisting the informal sector a 
co-operati ve must be consi dered. 
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3 ~ Apart from the lifting of restrictions and removal of harassment, 

the marketing of informal sector produce could also be made 

easier by an institution as simple as a regular Sunday flea

market. Home- made garments, cooked food, and craft items could 

be well displayed at such a flea market and Kwat4 ashu residents,. 

on their one leisure day a week (when the formal sector shops are 

closed), could be encouraged to spend their money in Kwa t4 ashu 

instead of in Durban. The study of garment-makers, in 

particular, illustrated the problems in marketing their goods 

that informal sector operators in KwaMashu hav~ 

4 ~ Capital is required in this sector - working capital in small 

amounts of RSO - RSOO for short periods of time. People cannot 

be expected to make three trips to Westville to the SSDC offices 

in order' to obtain these small sums. A' small office in KwaMashu, 

perhaps manned only once a week by an official empowered to grant 

the loan himself (not only after it has been approved by a panel 

of four) or a loan system operating as part of the fore-mentioned 

co-operative (perhaps in the form of credit rather than a loan) 

needs to be cons i dered urgently. A 1 so important are a tt i tude 

changes on the part of the lending authorities (see ~4~ 

5. There may be advantages to the sector in linking it more closely 

into the external economy, possibly through marketing co

operatives, flea-markets outside the township and even exporting 

co-operatives~ 

These are the steps that could be taken to assist the informal sector 
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at the 'supplementary level', but it is essential to remember that the 

operators would remain at a supplementary level - more viable perhaps 

but with no major potential to solve problems of unemployment and no 

pretence to be a major new 'growth pole'. The limitations on the 

growth of the informal sector, discussed earlier, still remain an 

insurmountable obstacle to autonomous growth. But autonomous growth 

is not what is under consideration in this portfolio of policy 

proposals - the alleviation of poverty is the objective.1 

Conclusion 

It should be stressed that petty commodity production is in a 

constant state of change. "As the space available to the sector 

decreases because of capitalist penetration, informal sector 

activities in another sphere expand in response to a need which the 

capitalist sector has not yet recognised" (Moser 1978:1057). " Bechofer 

and Elliott (1981:184-185) hold a similar opinion but they point out, 

in addition, that the sector is open to manipulation: " ... both 

politically and economically it is kept alive and continuously 

reproduced in slightly different forms over long periods of time ... 

Survival has rested upon continuous adaption - not always at the level 

of the individual ... but at the level of the stratum as a whole". The 

problem here is that although the informal sector survives, growth may 

be 'invo1utionary' rather than 'evolutionary' and despite an increase 

1. Dewar and Watson (1982) came to a similar conclusion as a result 
of their Cape Town study and maintain that it is essential that 
lithe emphasis is on the creation of opportunities at the lowest 
1 eve 1 so as to a 11 ow those most in need to supp 1ement incomes II 
(Dewar and Watson 1982:140). 
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in numbers the income level per cap·ita may decrease OLO 1972:94)~ 

It is suggested, as a result of field work in KwaMashu and in the 

light of the extensive literature on the informal sector, that the 

view that the i nforma 1 sector is the seedbed of entrepreneurship and 

genera tor of emp 1 oyment opportuni ti es is true of on ly a very mi nor 

section of the sector. But it was found to be impossible, in this 

study, to create a profile of incipient entrepreneurs which would 

allow lending agencies to determine whom to assist. Extensive income 

inequality in the informal sector, as revealed in this study, 

highlights the lack of homogeneity of the sector and the need for 

widely differing policies when attempting to assist those in the 

informal sector~ In the informal sector there is a stratum with the 

potential to accumulate capital and it requires tailor made policies 

if it is to grow and deve lop. Much more important, however, (as the 

data gathered in KwaMashu clearly indicates) both ~umerically and in 

terms of its role ·in the lives of KwaMashu residents, is the 

subsistence level of the informal sector. This level also requires a 

certain policy for its development, a very different one to the first 

and, as Chapter Six suggests, far removed from policies operating at 

presen~ Our research also illustrated the problems arising from the 

a tti tudes and incorrect conceptua 1 i sa ti ons of those in authori ty and 

those administering loans. The limitation of poverty was highlighted 

as were the pitfalls of selectively developing parts of the informal 

sector (with assistance given predominantly for equipment rather than 

for work i ng capita l). 

While the informal sector will probably always be in a state of flux 
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and of constant restructuring, it is likely ultimately to diminish 

only if wages in the formal sector are substantially increased and if 

the number of people finding employment in the formal sector increases 

as well. In this event people will buy more from the formal sector. 

The case studies1 of garment retailing in KwaMashu strongly support 

this contention since the more affluent clearly preferred formal 

sector garments. 

The informal/petty capitalist sector is the dependent stratum of 

capitalism, operating only in the space which capital and the 

authorities concede to it. Within these constraints, however, it is 

flexible, adaptable and vital and will continue to exist (legally or 

otherwise) as long as poverty provides a reason for its existence. 

1. The strategy of using two research methodologies (questionnaire 
and case studi es) pro.vi ded both breadth of perspecti ve and a 
depth that could 111umlnate factors normally difficult to measure 
e.g. t~e a~va~tags. of r~tai ling compared to manufacturing, 
marketlng dlfflcultles, hldden profits and survival strategies. 
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APPENDIX 

PILOT STUDY QUESTIONNAIRE 

Date: _________________________________________ __ 

Who is being interviewed: ___________________ _ 

Location of House: ___________________ -.,.-

A. HOUSEHOLD CHARACTERISTICS 

1. How long have you lived in this residence? years ____ ~ 

2. How long have you 1 ived in KwaMashu? Years ___ _ 

3. Do you or any other household member have .... 

Yes No If yes, Company or 
how many Private Car 

Car/vehicle 

Fridge 

Deep freeze 

Garage 

TV set 

Bank or Building I Society Account 

* *Write total for household. 

4. Home ownership 

* tick one 
Rented Township Rent per 

house month 

Bought Township House price . Instalments p.m. house 

KDC assisted House price Instalments p.m. 

Owner-bui 1t Cost 

5. Number of rooms? 
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B. INFORMAL SECTOR EARNINGS 

Apart from regular employment, do you or any member of your 

household earn money by renting out rooms; making, repairing 

or transporting things; buying and selling goods? 

1. Renting Rooms 

(i) Do you rent out room(s) to lodgers 

If no, turn to 2. 

(ii) If yes, how many rooms 

(iii) If yes to (i), how many lodgers 

R 

(tv) How much rent do you receive from your 

lodgers, in total, per month ----------

(v) How long have you been renting out rooms in your 

present residence Years Months --------

(vi) How long have you been renting out rooms in any 

residence Years Months --------
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in more than 1. 
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RANDOM-SAMPLE QUESTIONNAIRE 

Date: ________________________________________________ __ 

Location of House: 

A. HOUSEHOLD CHARACTERISTICS 

1. How long have you 1 ived in thi s residence? Years _--___ _ 

2. How long have you 1 ived in KwaMashu? Years _______ _ 

3. Do you or any other household member have 

, . 
If yes, Company or Yes No how many Private Car 

Car/vehicle 
Fridge 
Deep Freeze 
Garage 
TV set 
~ank or Building 
Society Account 

*Write total for household 

4. Home ownership ... 

Rented Township Rent per 
house month 

Bought Township House 
house 

price Instalments p.m. 

KDC assisted House price Instalments p.m. 

Owner-built Cost 

5. Number of rooms? -----------------------
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7. How many dependent children live in the house - indicate relationship to head of household 

B. INFORMAL SECTOR EARNINGS 
Apart from regular employment, do you or any member of your household earn money by renting out rooms; making, 
repairing or transporting things; buying and selling goods? 
(i) 
( i i ) 
(i i i) 
( i v) 
(v) 
( vi) 

Do }UU rent out rooms to lodgers -
If yes, how many rooms -
If yes to (i), how many lodgers -

Years Months How long have you been renting out rooms in your present residence 
How long have you been renting out rooms in any residence - Years ____ __ 
How much rent do you receive from lodgers, in total, per month R __________ __ 

Mon th s ------
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2. Production (including production and sales) 

(i) 

(i i) 

(i i i) 

(i v) 

(v) 

(vi) 

(vi i) 

(viii) 

(i x) 

(x) 

(xi) 

Hou seho 1 d Member •••••••••••••••••••••.•• , ••••••••••.••••.• 

Type(s) of Activities •.•••••.•••••••.••••••.••.•••.••.•• ·• 

How long involved in this/these activities? ..•.•.•.•..••.• 

........................................................... 
Have you ever worked for anyone else (specify)? ........... 

· ....................................................... . 
Do you work from your house or elsewhere (specify)? -

· ....................................................... . 
Do members of the family help you with the thing(s) you 
make (or the selling) .................................. 
· ......................................................... . 
Do you employ anyone or have any partners? 

· ....................................................... . 
Have you 
made you 

done any other kind of work for -yourself; what 
change? ................................... 

· ................................................... . 
· ......................................................... . 
How did you become involved in working for yourself (possibly 
choice, retrenchment, supplement salary, ill-health, other)? 

· ......................................................... . 
What made you decide to make (name it)? •••••••• t •••••••••• 

· ......................................................... . 
· ......................................................... . 
How did you get the money to buy (name equipment eg machine)? 

· ........................................................ . 
· ........................................................ . 
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(xii) Where do you buy/collect materials from (possibly Kwa Mashu 
Shops, White areas, Indian areas, other)? •••.••• , .••••••• 

................... , ... , ................ , ..... , ........... . 
· ......................................................... . 

(xiii) Why do you get it from there? ...•••••.••.• , ••.•.•.•...•.•. 

· ................................... , ..................... . 
(xiv) Where and to whom do you sell your goods? (probe this fully) 

· ............................... , ......................... . 
· ......................................................... . 

(xv) Why do you sell there? .•........•.•.......•......••....... 

· ......................................................... . 
(xvi) What transport do you use to collect and sell? 

· ......................................................... . 
(xvii) Do you prefer working for yourself or would you work for 

someone if you were offered a job? Why? 

· ......................................................... . 
· ......................................................... . 

(xviii) What are the biggest problems in this work? .•.•........... 

(xix) 

· ......................................................... . 
· ......................................................... . 
What could help you in your work? 

(a) Would a loan help - if so how much? ................. 
(b) Would a co-operative help - what facilities would it have? 

..................................................... 
(c) Could the government help eg easier licensing, less 

police harassment? 

...................................................... 
(xx) How much money do you make from this work each month 

(probe fully)? .....................................•...... 

· ......................................................... . 
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(xxi) Do you sell for cash only or also for credit .............. 
(xxii) Do you buy for cash only or also for credit .•••••••••••••. 

(xxiii) If you were able to make more goods each month would you be 
able to sell them easily? 

••••••••••••••••••• t ••••••••• , ••••••••••••••••••••••••••••• 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
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3. Redistribution (selling) 

(i) 

( i i ) 

(i i i) 

(iv) 

(v) 

(vi) 

(vi i) 

(v i ii) 

(ix) 

(x) 

Household member .•••.•. ,., •••..•••••••. · •••• •·•• •• ···,····· 

What kind of things do you sell? .......................... . 

How long have you been involved in this activity? .•••••••.• 

· ................................. , ........................ . 
Have you ever worked for anyone else (specify)? ............ 
· .......................................................... . 
00 you work from your house or elsewhere (specify)? 

· ...... , ................................................... . 
00 members of the family help? ............................. 
· .......................................................... . 
00 you employ anyone or have any partners? ................. 
· ..................................... . 
Have you sold other things (or worked for yourself in another 
way) and why did you change? ..................... 
· ....................................... . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
How did you become involved in working for yourself? 
(Probe possibly choice, retrenchment, supplement salary, 
ill-health, other) ..................................... . 

· .......................................................... . 
· .......................................................... . 
What made you choose selling? .............................. 
· .......................................................... . 
· ........................................................ . 
Where do you 
Indian area, 

buy your goods (Kwa Mashu shops 
other) ......................... . 

White area, 
............. 

· .......................................................... . 
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(x iii) 

(xiv) 

(xv) 

(xvi) 

(xvi i) 

Why do you get them from there? •••.•••.•••.•••••.••.•••••. 

· ......................................................... . 
Where and to whom do you sell your goods? (Probe this fully) 

· .................................. . ..... , .............. . 
· .................................. . . ................... . 
Why do you sell there? .................................... 
· ......................................................... . 
What transport do you use to collect and sell? 

......... , ........................................... . 
Do you prefer working for yourself 
someone if you were offered a job? 

or would you work for 
Why? 

· ......................................................... . 
· ......................................................... . 
· ......................................................... . 

(xviii) What are the biggest problems in this work? 

· .......................................................... . 
· ......................................................... . 

()t i x) What could help you in your work? 

(a) Would a loan. help if so how much? 

(b) Would a co-operative help - what facilities would it have? 

(c) Could the government help eg easier licencing, less police 
harassment? .......................................... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
How much money do you make from this work each month? 
(probe fully) ........................................ 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

(x x.i) Do you sell for cash only or also for credit? 

..................................................... 
(xxi i) Do you buy for cash only or also for credit? 

· ........................... . . ........................ . 
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4. Services (Repair, maintenance, transportation, child-care) 

(1) 

(i i) 

Househo 1 d member ...•.....••..•.•.......•..••..•.•••..•.••.. 

Type(s) of activities .............................. ·.··.··· 

(iii) How long have you been involved in this/these activities? 

· .......................................................... . 
(iv) Have you ever worked for anyone else (specify)? 

· .......................................................... . 
(v) Do you work from your house or elsewhere (specify)? 

· .......................................................... . 
(vi) Do members of your family help? .........•.................. 

· .......................................................... . 
(vii) Do you employ anyone or have any partners? ......•.•........ 

· .......................................................... . 
(viii) Have you ever done any other kind of work for yourself, and 

wha t made you change? .•.........•...........•....••.•••.... 

· . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . 

· .......................................................... . 
(ix) How did you become involved in working for yourself? 

(probe possibly choice, retrenchment, supplement salary, 
ill-health, other) ........................................ . 

· .......................................................... . 
· .......................................................... . 

(x) What made you choose this particular job? ......•.•......... 

· .......................................................... . 
· .......................................................... . 

(xi) How did you get the money to buy (name necessary equipment)? 

· .......................................................... . 
(xii) Where do you get the materials you need (name them)? 

(probe Kwa Mashu shops, White Areas, Indian Areas, Other). 

· .......................................................... . 
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(xi i) 

(xiv) 

(xv) 

(xvi i) 

Why do you get them from there? ••.•••••••••••.•••••.•••.••• 

........... , ............................................... . 
Who are your customers? (probe) .•.....•.••••••..••••..••... 

............................................................ 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Where did you learn to do this work? ....................... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

00 you prefer working for yourself 
someone if you were offered a job? 

or would you 
Why? 

work for 

· .......................................................... . 
· .......................................................... . 
· .......................................................... . 

(xviii) What are the biggest problems in this work? 

(xx) 

(a) Would a loan help if so how much? 

(b) Would a co-operative help - what facilities would it have? 

(c) Could the government help eg easier licencing, less police 
harassment? ........................................... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

How much money 
(probe fully)? 

do you make from this work each month 
............................................. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Would you mind if we come back and ask more questions? 
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CASE STUDY QUESTIONNAIRE 

1. What kind of activity? 

2. Where is it done? 

3. Where do inputs come from? Why? 

4. Do you use machines or any equipment? 

5. To whom do you sell? 

6. Do family members (or anyone else) assist? Have they ever? 

Wages? 

7. Hours worked? 

8. Education? 

9. Have you worked for an employer before? (History) 

10. Which do you prefer? 

11. Why? 

12. What made you select this job (i/s & specific)? 

13. Would you like to increase your activities and employ others. 

14. Are there problems which stop you? 

15. How long have you been in this activity (and any other i/s)? 

16. Has the business· got better or worse (affected by retrenchment)? 

17. ~~here was the money necessary to start acquired from? 

18. Where was the necessary skill learned? 

19. Do your customers pay cash (always) or do you give credit? 

20. Do you pay cash for inputs? 

21. Do you think this activity gave you an income of Rl-25. 26-50. 
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22. Do you keep written records? 

23. Is money from this activity used for a particular purpose or is 

it added to breadwinners income? 

24. Household size, dependents, wage employment (History especially 

of spouse). 

25. Rural or urban born, and ties to rural area. Length of time 

resident in urban areas. 

26. Parentis occupation? 

27. Do you buy food, clothes, services (repair, child minding) from 

people who work for themselves? 

28. Is competition with others in this activity a problem? Or from 

big shops? If you could make more goods could you sell them 

easily? 

29. Have laws, public authority bodies or police given problems? 

30. What were main problems in setti·ng up the -bus.iness? . 

·31. What would make it easier to run the business: (KDC), Bank, Co-

op, Government. 

32. Do you have a licence? 

33. Household income? (Apart from informal sector) Under 200, 200 _ 
500, +500, +1500. 
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