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| NTRODUCTI ON

The informal sector covers a diverse range of activities which
are constantly changing. There are many definitions of the

i nfornmal sector each trying to draw a distinction between the

i nformal and formal sectors of the economy. But the dualistic
conception of the urban econony has been criticised as becom ng
unsati sfactory and failing to adequately describe the highly
differentiated and conmplex set of activities and rel ations which
conpri se the urban econony.

" Theori es have been hard pressed to fornul ate

definitions which, on the one hand, can cope with the

concept of a non-static continuumof activities of

peopl e, while on the other hand are able to avoid by

the very act of definition,falling into the trap of

dualism definitions have by necessity, therefore

becorme nore flexible and open-ended’ (Watson: 1981

13. 41)

The way in which the infornmal sector is defined will be related
to the purpose of the analysis and the phil osophy which underlies
the particul ar approach

There is one inportant distinction to be made however, ie. the
di stinction between informal sector activities which are profit
oriented or productive (exanple mnibus taxis), and those which



do not aimto expand continually - ie subsistence business.
Pol i cy neasures must be designed to cater for these differences
(wat sonzl 981 P. 46)

HI STORI CAL ORI G NS

During the earlier stages of colonisation economc activity was
concentrated al ong the coastal regi ons of Cape Town and Dur ban
The di scovery of goLd and industrialisation shifted the econonic
gravity to the Wtwatersrand and the major coastal cities
survived as forts.

The nodern South African geographic econony can be divided up
into 1) Principal Metropolitan Aggloneration ie PW,; Durban; Port
El i zabet h; and Cape Town where economic activity i s concentrated.
2) Inner Periphery -made up of the inner cities |ike kinberly and
Bl oenfontein where relative intense econom c activity takes

pl ace. 3) Internediate Periphery - where | ess intense economc
activity takes place 4) Quter Periphery - made up of agricultura
areas, honelands formpart of this section. (Smth:1990)

70% of the gross donestic product (GDP) is generated in the
Princi pal Metropolitan Aggloneration with the PW accounting for
about 40% as conpared to the honel ands 5% of the GDP. These
figures are in sharp contrast with the popul ation distribution
In the late 19805 the honel ands have doubl ed their GDP but this
has been acconpani ed by substantial popul ation grow h.

(Sm th: 1990 P. 43)



The South African econony has al ways depended on the supply of
cheap | abour from Africans but has al ways sought to use this

[ abour in "white" South Africa whilst keeping Blacks in the

honel ands. Labour supply to white south Africa is thus conposed
of a large proportion of mgrant |abourers and frontier comuters
and a snaller portion of pernmanent township residents -
CGovernment policy has always sought to keep the permanent
township residents to a m ni nmal

By 1986 there were about 2 million mgrant |abourers in South
Africa, the nunber increase by 700,000 since 1970. This increase
is partly attributed to the fact that, up to the early 19605
South Africa relied heavily on foreign supply for it’'s migrant

| abourers with the peak of 836,000 in 1960. This subsequently
declined with the decol onisation of Southern Africa. South Africa
therefore had to reinforce its honel and supply for m grant

| abour. (Smth:1990)(Dewar an Watson: 1981 P. 20)

Enpl oyers, especially in mning, prefer’mgrant |abourers because
m grant | abour "cones cheap as wages do not have to cover the
support of the fanmily in the honmeland " (Smith: 1990 P. 47)

This removal of the nmpbst productive sector of the popul ati on has
led to increased poverty in the honel ands - "Over 70% of the
popul ati on of South.Africa lives below the poverty datumline and
the vast mpjority of these are Bl acks" (Devar and Watson: 1981
P.22) and the influx of Blacks and a greater nunber of women

and children into urban areas. Initially this influx was illega
due to the influx control regulations but with the rel axation of



strict influx control in the 19805 and the scrappi ng of the pass
laws in 1986 this rural -urban nove was nore overt. People noved
fromthe rural homelands into the urban areas with the hope that
they would be able to secure enpl oynent but they were nmoving into
an al ready saturated | abour narket. Estimates of unenploynent in
1988 were 823,000 in the Republic of South Africa other sources
suggest 5.5 million (Smth:1990) This probl em was exacerbated by
the periodic recessions, the withdrawal of overseas firns and
sanctions on new i nvest nents.

This m smatch between | abour and supply is selective in three
ways that is it is 1) racially selective 2) geographically

sel ective and 3)qualitatively selective. The selectivity of the
m smat ch ensures that white people will have donmi nance over the
few jobs that are available. (Smith:1990) (Dewar and WAt son: 1981
P. 22-25) Dewar and Watson (1981) estimated the rate of

unenpl oynment in South Africa at 10 to 22% and further pointed out
that it is the Black population that is particularly affected.
unenpl oynent has accel erated since then. they further argue that:
"...the problem of unenpl oyment lies nost particularly

init's correlation with poverty and inequality. In a

situati on where unenpl oynent benefits are absent or

i nadequat e and the possibility of obtaining a job

renote, it is clear that unenpl oynent needs to be

vi ewed as the key devel opnental problem...’' (Dewar

and Watson: 1981 P. 10)

The frontier commuter also warrants sonme attention. This sis the



type of worker who resides within the honel and but travels to
cities within the Republic of South Africa daily for work the

| argest are commuters from Bophut hatswana into Pretoria and from
KwazZul u i nto Durban. This has been actively pronoted by the
government by restricting blacks from buying houses in the
townshi ps whilst allowing themto buy in the honel ands. This has
the purpose of externalising the cost of social welfare and the
transference of Blacks’ political aspirations to the honel ands.
In spite of |abour saturation in the PW and the governnent’s
efforts to keep the proportion of blacks permanently residing in
the PW netropolitan area small, the black population in this
regi on rapidly expanded.

Smith (1990) observes that:

"It is in the major economc heart of the PW that the

i nconsi stency between traditional apartheid thinking

and actual practice is reveal ed nost clearly’ (P.50)

After the recomrendations of the Wehan and Ri kert conmi ssions,
neasures were adopted give nore residential security in the
"white" cities to skilled black workers and therefore, a

di stincti on was made between the "insiders" (skilled workers)
with nore prospects of pernmanent residence and opportunities and
the "outsiders" (unskilled workers) kept at bay by regul atory
devi ces and honel and boundaries. This was not to the benefit of
the magjority of Blacks, considering the fact that by the 19705
over half of the economically active African males had receive



no formal education at all and were unskilled. (Dewar and

WAt son: 1981 P. 17) (Smith: 1990 P.46) the pool of skilled Bl ack

| abour was therefore very limted. This, together with the
Process of substitution of cheap Bl ack | abour for nore expensive
skilled white | abour which started in the 1960s and proceeded

t hrough the 19705 (Dewar and WAtson: 1981 P.18) al so rei nforced
the selectivity of unenpl oynment.

"This has resulted in a paradoxical situation whereby

a chronic shortage of |abour in some sectors of the

econony exi sts al ongsi de overall high rates of

unenpl oynment .’ (Dewar and Watson: 1981 P.19)

Due to sel ective unenpl oynent coupled with lack of or

i nsufficient unenpl oyment benefits, nmany unskilled bl acks, nostly
worren i n urban areas found thenmsel ves w thout any neans of incone
and they therefore had no choice but to resort to the inform
sector for survival

There are nore wonen involved in the informal sector than

nmen. ( Bernst ei n: 1985) Most wonen are enpl oyed as cheap unskill ed

| abour at 'the | owest |evel of production. Because of their
desperation, nmost wonen are readily avail abl e when needed at
times of expansion and can easily be dism ssed during tinmes of
recessi on. Wnen in industry are concentrated in those sectors
related to the concept of 'wonmen's work’.The clothing, textile
and food industries together enployed 73.1% of all African female
production workers in 1970. (Bernstein:1985 P. 69) They are often
| abour intensive and for this reason have becone targets of



governnent policy to renpbve themto boarder areas, which are used
as 'growth points’ as part of the governments’ apartheid strategy
of keeping blacks within the homel ands. (Bernstein:1985) These
border industries are notorious for paying very |ow wages, for
exanpl e Babel egi in Bophut hat swana was payi ng the | owest wage of
R4 per week an an average of R6 per week in 1974 (Bernstein: 1985
p. 71) Bernstein (1985) further accuses boarder industries for
bei ng responsible for the growth of ’urban slums’ or 'dormtory
towns’ lacking in infrastructure an cultural amenities.

Faced with these circunstances, nmany wonen resorted to infornal
busi ness on a full-tine or part-tine basis.

The growth of the informal sector has been positively correl ated
with informal settlement growmh. There were shanty towns at the
edge of South African cities at the begi nning of the apartheid
era |ike Sophi atown and Ladysel bourne. These were elimnated and
the residents rehoused to new townshi ps, but restrictions of
townshi p construction in the late 19605 and natural popul ation
grom h together with the rural-urban migration led to the
resurgence of spontaneous settlenment in the 1970s. These have
grown substantially in the 1980s due to the shortage of forma
housing in the right place at the right price or rental that
peopl e can afford. The proportion of Blacks now living in

i nfornal settlenents may now be 25% (Snith: 1990 P. 38) The
stance of authorities on informal settlements Twas initially
extrenmely negative nany were bull dozed and the inhabitants

shi pped to the honel ands, But the squatter settlements continued
to grow. This grow h was acconpanied by growmh in the informa



sector. (Smith:1990) But the informal sector phenonenon is not
uni que to informal settlenments(Dewar and Watson: 1981) what is
peculiar to the informal settlenents is that they are dom nated
by an informal sector of bare survival due to the relative high
| evel s of poverty.

A greater proportion of the informal sector in South Africa is
that of bare survival as opposed to that aimed at profit making
and growth. Dewar, Pstlethwayt and Watson (1990) observe that
"Only a small minority of informal sector operators

beconme successful, expanding enterprises. The great

majority face continuing poverty an econom ¢ and

occupational insecurity’ (Dewar, Postlethwayt and

Wat son: 1990 P. 5)

A spaza shop owner describes the principles of econom c growh
as a 'Pipedreamin the world of spaza shops’ and expl ains that
"Creditors do not have time to listen to a back-door

smal | -ti me business person. This forces you to use

your profits inmrediately to neet what financia

conmitments you can. But family life also has to go

on. Your family cannot starve sinply because you are

waiting for the en of the nonth. The small profits you

have nake nmust be put to inmedi ate use.’ (Thenba South

African Institute of race Relations vol.22

Due to it's informality the informal sector has not been easily
amenabl e to statistical analyses thus the discrepancies in



statistics on the scope of the informal sector. the South
African Institute of Race Rel ations recorded 625,000 unrecorded
unl i censed i nformal businesses and 4 mllion people involved in
the informal sector in 1988 and t he Devel opnment Bank of South
Africa recorded 2 million people involved in the informal sector
in 1985, whereas Mantle Harrod and Nel (1992 P.17) reported that
there were 2.7 nillion people involved in the informal sector.

Hi storically, the authorities have sought to strictly control the
i nformal sector but then they later

relax their policies towards the informal sector.

PROBLEMS FACED BY THE | NFORVAL SECTOR | N THE 19808

Aut horities have adopted a negative attitude towards the informa
sector and thus adopting a general policy of restricting the
sector. These have had an effect of restricting informal sector
operations to a limted nunber of areas, or of raising the cost
of operation of these activities, thereby Iimting the expansion
of the sector. Although in the latter part of the 19805 Centra
Government policy towards the informal sector was rel axed, the
adnmi ni strative inplenentation of these policies left |oopholes
for the local authorities to be able to restrict such informa
sector operations. thus the discrepancies in regulations for the
informal sector between conservative and |iberal ones

(Rogerson: 1992) (Mantl e, Harrod and Nel: 1992 P. 85-86)

Anot her source of confusion within the informal sector stems from
the adnministrative fragmentation of the sector. 'the



adnmi ni stration of, an policy formulation for, street trading is
fragmented anong a nunber of different departnents (licensing,
health, traffic, markets and nmore recently town planning)’
(Dewar, Postlethwayt and Watson: 1990 P.7) There is little co-
ordi nati on between all departnents, this has led to duplication
and increased costs for the administration as well as the street
trader. (Dewar, Postlethwayt and WAtson: 1990 P.7)

The fact that control resides primarily in the traffic and health
departnments - the authors observe, reflects the weight given to
the view that the informal sector represents a public nuisance
and health hazard. Thus the nutual suspicion often characterising
rel ati ons between the informal sector operators and the
authorities.

The | ack of enpathy with the spacial dinmensions of the inform
sector has led to a nunber of inappropriate areas being

al l ocated to hawkers, and operators being forced to operate from
i nherently marginal sites.

| NFORMAL SECTOR AND GROWH POTENTI AL

The [ evel of capital accunul ation possible is constrai ned by
structural factors in the socio-econom c system such that small -
scale activities in the urban sectors of countries with
externally oriented econom es can only participate in.a dependant
and subordinate way. It is argued that these activities do
generate surplus unless unduly repressed by the law. As has been



the case in South Africa. Thus the argunent within the structura
school of thought that the rel ationship between the informl and
the formal sectors is exploitative because of unequal exchange
an regional inequality.(Dewar and Watson: 1981)

There are two nmaj or nmechani sns whereby surplus is transferred
fromthe informal to the formal sector. That is.

1) The informal sector |acks access to basic resources of
producti on which are nonopolised by the formal sector.

2) The informal sector is forced into a position where it nust
pay higher prices for it’'s purchases but can only charge | ower
prices for it's outputs, the difference being reaped by the
formal sector.

the strength of the subordination will obviously depend on the
nature and scope of the informal sector. An informal sector of
bare survival and subsistence business is particularly vul nerable
to these exploitative relations and in South Africa this is the
majority of the infornal sector. (Dewar and WAt son: 1981)

Dewar and WAatson (1981) stress that policy fornmulations on the

i nformal sector must be consciously directed towards enmpowering
the weakest elements within the infornmal sector towards this

obj ecti ve,

"a careful disagregation of small activities is

required to determ ne whether at a particular point in

time, the balance of forces affecting a certain type

of activity is exploitative or supportive .’ (Dewar an



WAt son: 1981 P. 45)

In addition to this, the authors al so reconmended that allocation
of benefits and financing for the informal sector nust not be

pi nned to 'success’ criteria, as has been the case in South
Africa. (Mantle, Harrod and Nel: 1992 P.52)

CONCLUSI ON

A particular danger in the informal sector growth is that there
has been a tendency in the late 19805 and early 19905 on the part
of the government to view the informal sector as a solution for
the unenpl oynent problem Although it is acknow edged that.w thin
the flourishing small busi ness sector and the infornmal sector
with growh potential there is an opportunity for enpl oynent
creation, we should not |oose sight of the fact that the greater
majority of black people who are involved in the informal sector
of survival which cannot substitute productive secure enpl oyment.
Mantl e, Harrod and Nel (1992) reported that of the 2.1 nmillion
people involved in the informal sector, 73% are enployed on a
part-tinme basis.(p.17) in this category are involved housew ves,
schol ars, peopl e seeking enmploynment in the formals sector and
nmoonl i ghters. The infornmal sector of bare survival is not a
matter of choice but that of survival. There is a pressing need
for adequate unenpl oynent benefits and enpl oynent creation for
these people. It has been indicated that if given a choice, nmany
peopl e who are struggling to make ends neet in the inform
sector would opt for the security of enploynent in the forna
sector. As Sydney Thenba puts it



' The Government fought to avoid having a poor

struggling white person in an attenpt to maintain the

whites as the superior class. If this doctrine were

applied to Blacks, the nmajority of us would abandon

our small-tine spaza shops and establish rea

busi ness, or go back to our places of enploynent. The

spaza shop has no future. It is not a cure for our
probl ems, merely a relief.’ (Themba South African

Institute of Race Relations Vol.22 P.6)

Even t hough there are many people who are "pernmanently" enpl oyed
within some sections of the informal sector with growth potentia
for exanple, the growing m nibus taxi business, the shebeens,
taverns, sone expandi ng spaza shops and others. These enpl oynent
rel ations are so informal that they are very open to

expl oitation. Anbng’ other |laws, the formal business has to
operate under the | abour relations act, the wage act, the

machi nery and occupati onal safety act, basic conditions of

enpl oyment act and the workman’s conpensati on act.
(Mantl e, Harrod and Nel : 1992 P. 85) But the informal business, by
virtue of it’s informality can operate without observing these
acts and this opens it’s enployees to all sorts of exploitation
The smal| scal e operation of the informal business, together with
the fact that it enploys nostly people who are in a state of
desperation and i nsecurity makes unioni sation and collective
bar gai ni ng out of the question. The nagnitude of the problemis
also reflected int the neglect of this area in research on

i ndustrial and | abour relations.



Al t hough deregul ation is necessary in ternms of addressing the
probl em of authorities clanping down on the growth and

di versification of the black informal sector, it is also
necessary to build in some formality in ternms of enpl oynent
relations in order to secure the rights of those enployed wthin
this sector.
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