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Foreword

Conceptual Blocks

by Ela Bhatt

This Welcoming Address was made by Ela Bhatt, founder of
SEWA, to the Cornell-SEWA-WIEGO Exposure Dialogue
Programme (EDP) participants at the start of the first EDP at
SEWA Academy in Ahmedabad, India on January 11, 2004.

I have prepared for decades for such a moment. I am
satisfied and happy that you are here. I am from a trade union
background, having joined the Textile Labour Association in
1955 and began working with textile workers who are urban
industrial workers in fixed employee-employer relationships.
At that time, I had observed other workers who weren't in fixed
employee-employer relationships and saw their problems
including poverty, squalor, and poor working conditions. I also
saw the difference between being a protected and unprotected
worker. Both sets of workers were contributing, but only one
set was counted and recognized by the state, the press, and the
society. Although I saw these workers, it had also taken me
many years to recognize these other workers from 1955 to
1970! It was about then that it became clear to me that 89 per
cent of workers were outside the trade union movement and
unprotected by law. In addition, 80 per cent of women who
were rural, poor, illiterate, and economically active were
outside the women's movement. These workers should be
included in trade unions and these women should be playing a
leading role in the women's movement. That is what I thought
when we started SEWA. However, we haven't reached there yet.

The first conceptual block we encountered was when we
tried to register SEWA as a trade union under the Trade Union
Act of India. We did not fit into their definition of “worker” or
“trade union.” We were an organization of chindi workers, cart
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pullers, rag pickers, embroiderers, midwives, forest produce
gatherers; but we were not “workers.” Moreover, we did not
have a fixed employer to agitate or fight against and so the
government resisted against our registration as a trade union.
Labour laws could not be applied to us. According to them, we
were not workers; we did not work. The day we registered
SEWA, we questioned the definition of work.

We had a similar experience with our cooperatives. For
example, our members wanted access to financial services and so
we decided to open a cooperative bank. But when we looked into
registering the cooperative, they said how can you have a bank
for illiterates? Women were capable of saving, borrowing, and
repaying, but just couldn't sign their names and so could not have
a cooperative bank. Thus what was obligatory was the signature,
not the transactions. Just like with the Union and the Bank,
registration has been the beginning of most of our struggles. In
the case of our labour cooperative of rag pickers, the registration
authorities asked what products will you make. In the case of the
village mid-wives' cooperative, they asked how can delivering
babies be called an economic activity. In the case of the video
producers cooperative, they said illiterates can't be producers,
technicians, script writers. As for the vegetable vendors and
vegetable growers cooperative, they said we can't register one
cooperative of separate geographical jurisdictions, urban and
rural. Then for SEWA University, they said how can there ever be
universities of illiterates. Perhaps some of you may agree with
them. The Education Ministry still has denied this registration
and so we have SEWA Academy instead, which is where you are
all sitting today. You are welcome in SEWA Academy, but why
did you take so long to come!

Because their livelihoods are not perceived as work, only
factory or office work is “work,” those millions engaged in other
work are not counted and recorded. Therefore, their work and
livelihoods are not protected, enhanced, planned, or budgeted for.




They remain conveniently “invisible” to the “blind”
policymakers, statisticians, and academicians. How did this
come about? Who decides what is “mainstream?”

The divide between the formal and informal sectors of the
economy is artificial. It must be for the convenience of analysis,
of facilitating administration, of the control of allies of big
industries and rulers. Even unions did not recognize this! I was
ridiculed in the National Labour Organization' in 1981. When I
introduced a resolution for protection of the homeworkers, even
the word homeworker wasn't understood. How can this happen in
my country where most of the production of goods and services is
still done through the self-employed, through family-based work?
Couldn't all this be seen by the wise knowledgeable people?
Historically, culturally, and traditionally, self employment has
been the way of earning one's livelihood in India.

Due to the domination of the small formal sector, which is
supposed to be the mainstream of the economy, the vast working
population of the country has suffered, become poor and
“backward,” devoid of protection and enhancement, and lacking
investment of resources. It's no wonder; they are the victims of
the contract system, middlemen, moneylenders, pawn shops,
policy and the literate. Everything has to fit into a definition, a
category, a theory, whether of growth or poverty or work or the
person.

A small farmer works on her farm and ifit's not a good season,
on other's farms as a labourer. When the agriculture season is over,
she goes to the forests to collect gum or other forest produce. Year
round, she produces hand embroidered items either at a piece-
rate for a contractor or to sell to a trader who comes to her village
to buy goods. Now how shall we categorize her trade? Does she
belong to the agricultural sector, the forestry sector, or the
handicraft sector? Is she the farmer or the farm worker? Is she
self-employed or a piece-rate worker? For the lack of fit into a

" The National Trade Union Federation where SEWA was a member.
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category, her work status suffers and her right of representation in
the union movement is unrealized. The tyranny of definition has
condemned her to be a nobody. In meetings, people often say
“what do you mean by this?”” We are not able to explain within the
definitions and so what we have to say all becomes a non-starter.
Sometimes, it seems that they aren't even interested in the issues;
instead they are just enjoying the debate. Then sometimes we
don't have the language to participate in the debates.

In regards to labour laws, the problem is with interpretation of
the law. The same law can be applied to the informal sector, but
the mindset of the officials and judges is fixed with the formal
sector labour proving an employer-employee relationship. For
example, consider the case of Hawabibi, a bidi worker, who was
working with an employer for 16 years and was then kicked out.
She wants to be reinstated by law, but the labour commissioner
says that as she works at home, she is not an employee. Then take
the case of Kankuben, a cart puller, whose knees were broken due
to an abrupt traffic stop. We took her case to court and the judge
said the act for compensation does not apply to her because she is
not a “worker.” After we finally convinced them that she is a
worker, they said how do you determine her wage?

I'm saying we need labour laws because if they are there, we
can use them for seeking justice and making demands. On the
other hand, the present climate is that labour laws should be
abolished. The employer's lobby is strong and is against labour
laws, as are many economists. The argument is that labour laws
cause market rigidity, they destroy employment opportunities,
and industries can't compete with countries like China.
Employment protection creates a distortion in the market and the
industry will move away to another country or state. Minimum
wages are an outdated concept. We are a Trade Union but we
often find that we are unable to look to the main trade unions for
support. Trade unions of the formal sector fight for the rights of
their own workers. They create a privileged class within the
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working class. We are just coming up and getting strength. For
example, our members need a minimum income; this includes a
minimum wage when they have wages and a minimum income
when they work on their own. We can't fight for minimum wages
in a narrow sense; we want minimum income. However, before
we can get the minimum income by way of right, we will find that
even the existing protective laws such as Minimum Wages Act
will be gone.

Social protection is another conceptual block issue. Social
protection means so many different things. There are different
definitions here, in the West, in the ILO. There are those who
don't agree to any contributory part of the social protection
scheme. They believe it is the government's sole responsibility to
provide for health care, child care, housing, insurance, and
pensions. We had to deal with such a mindset with our slum
upgradation programme; some said the slum dwellers should not
pay even a token. The municipal corporation should pay
everything. This attitude threatened to derail our programme
where the slum dwellers were going to contribute.

Then there are those who hold the opposite view that the
government must not get into these activities. This view is
becoming stronger: social insurance and protection, even
enforcement of minimum wages should not be done by the
government. They believe that the government should not
interfere in anything. Recently there was a commission headed
by M.K. Dave looking at pensions and the report recommended
that the pensions should be entirely privatized. Many advisors to
the government and also government officials themselves
believe that social protection is not the responsibility of
government. Everyone should compete in the open market.

So we are caught between these two views. Now we are
stronger as an organization and are more visible; however, there
are so many expectations and the currents are opposite.



Furthermore, where are the mechanisms for delivery of the
developmental inputs? Whenever we discuss a developmental
programme with the government and the policymakers they get
overwhelmed by the sheer numbers who have to be served. But
they are the majority and we do believe mechanisms can be
worked out to serve them. Our politicians have lost touch with the
people and can't envision proper mechanisms, although if such
mechanisms existed people would participate enthusiastically.
For example, the government introduced a contributory pension
scheme for 20 rupees, so people started giving the required 20
rupees but the scheme failed because the banks which were to
collect this contribution had no interest in taking 20 rupees each
month for poor people. They didn't want to deal with the long
lines and the administration.

As for trade and liberalization, we are not opposed to the
present reforms but it is not a black and white story. Only the
strong can stand in the market. Without any inputs provided to the
poor in terms of resources, financial services, capacity building,
R&D, skill upgradation, or better tools, how can we stand firm in
the competitive market on our own and be competitive?

A link between the poor producers and the trade opportunities
has to be set up. Where are the institutions that can do that? After
independence, those who had the resources benefited and those
who had none to little lost out. SEWA's producers' organizations
make serious efforts to take benefit of today's opportunities, but it
takes a lot of time and commitment and is very difficult.

These are our issues. Please tell us how to present them to the
different worlds at different levels—nationally and globally. We
do not have the language to put forth our arguments. It takes us so
long to first understand the issues, then give them a language,
make others understand what we are saying, and finally translate
all that into action. For example, we started the vendors struggle
over 25 years ago. Now the Prime Minister is sympathetic and

’One-hundred thousand rupees.
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gave his full approval in the newspaper, but then what? We have
learned now how to go from a slogan to a taskforce to a draft.
Learning these steps took so much of struggle and action to
understand, to learn how to plead, move, change things, and be
successful. So now we will have a national policy for street
vendors but still the States [within India] will need to endorse it.
We will have to deal with local vested interests, local party
politics.

The education system is not helpful and generally students are
taught the poor are responsible for their own problems. The
Indian Institute of Management teaches students that they are the
best, that they deserve 1 lakh’ salary per month. This is the culture.
But which institute teaches the poor that they are worthwhile or
shows society the positive things that they achieve. It took us so
many years to show that the poor are bankable but what school of
commerce taught this or teaches this? The poor are insurable but
people are still not convinced. As a result, who suffers? The poor
—the ones who need the insurance. It is often said that an
economic activity for the poor is not” viable.” What does this
mean? “Viability” is worth studying. What is the meaning of
“viability”?

Among the poor, all women work. Without women's
participation, poverty can't be removed. Of course, things are
improving in that we are able to bring out new ideas and there are
supportive organizations like NCAER [National Council for
Applied Economics Research] and WIEGO. This meeting
creates strong hope for us. WIEGO is very important for us; it is
WIEGO who could bring you to SEWA. Thanks to all of you.
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Introduction: Origins

Has poverty increased or decreased in developing countries
during the last two decades of globalization? Is an economy open
to foreign trade and investment the bedrock of any poverty
reduction strategy? Is market-oriented liberalization a friend of
the poor, or is it their enemy? There is vigorous debate on these
questions, and there are many different perspectives on these
issues. Often these perspectives seem largely disconnected from
each other, not even agreeing on the basic facts of development,
and certainly disagreeing about their interpretation (Kanbur
2001). These disagreements and debates are part of the broader
political process, and sometimes they spill over into violent
confrontations between the state and protesters who have
exhausted all other means of communication or persuasion.

Two key sets of disconnects that are important in the policy
discourse are those between (i) policymakers versus ground level
civil society activists, and (ii) mainstream economists versus
broader social scientists. Indeed these are not unrelated because
key advisers to policymakers (and often the policymakers
themselves) are often trained economists, while the main
advisers and supporters of civil society activists in academia tend
to be from the broader social sciences such as sociology,
anthropology or political science. It is felt by many activists and
non-economists that economics and the framework of economics
is the cause of analyses and policies that are detrimental to the
well-being of the poor. While it is no doubt the case that many of
those who espouse such views do not themselves have a full
understanding of economics as a discipline, and of the different
strands within it, it is also no doubt true that by and large
economists' training does not expose them to ground realities or
the perspectives of activists or of other social science disciplines.
Of course it should also be said that there are divisions within
economics, where there is a spectrum running from “orthodox”
(or “mainstream”) to ‘“heterodox.” On certain issues of



methodology and of policy, heterodox economists tend to find
themselves more in agreement with the broader social scientists
than with mainstream economists.

In 2003 a group of individuals affiliated with SEWA (Self
Employed Women's Association), WIEGO (Women in Informal
Employment: Globalizing and Organizing) and Cornell
University began discussing the possibility of dialogue to bridge
the seeming gulf between the perspectives of mainstream
economics on the one hand, and those of ground level activists,
heterodox economists, and non-economist social scientists on the
other. A conventional approach to this would have been to hold a
series of workshops at which individuals from these
organizations engaged in structured discussions on well-defined
topics and questions. The Dialogue group did indeed do this.
However, what transformed the process was the decision to
precede each dialogue with an exposure to the lives of poor
working women, to bring the group as a whole closer to the
reality that the analysis was meant to capture, and meant to help
improve. To achieve this exposure, members of the dialogue
group spent a few days and nights living with, and working with,
the families of women who earned their living in the informal
economy. Between 2004 and 2011, five such Exposures have
been undertaken by the group:, in Ahmedabad, India (2004 and
2008), Durban, South Africa (2007 and 2011) and Oaxaca,
Mexico (2009).

The Cornell-SEWA-WIEGO Dialogue process thus became
an Exposure Dialogue Programme (EDP). The EDP approach
was pioneered by Karl Osner and the group he founded in
Germany. * He had already designed EDP programs with SEWA
where senior German policymakers and analysts interacted with
members of SEWA who were poor women working in the
informal sector. During an EDP event, the participants spend a

* See http://www.exposure-dialog.de/; see also Karl Osner's contribution
to this volume, “Using Exposure Methodology on Key Issues,” Appendix 1.
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few days with the families of the “host ladies™ (hosts), engaging
in their activities and asking questions. After the exposure, there
is a dialogue focused on specific issues that animate the particular
EDP—employment, health, micro-insurance, etc. The
philosophy of the approach is that experiencing the lives of the
poor close up, however briefly and temporarily, will give
policymakers and analysts greater insight into, and greater
empathy with, the actual conditions of life which national and
local policies impact.

The EDP is facilitated by civil society organizations like
SEWA. Each EDP requires a great deal of preparation—selecting
the issues to be discussed, selecting the hosts on the basis of the
key issues in the Dialogue, explaining the process to the hosts, etc.
The host organizations like SEWA also provide the facilitators,
who act as translators and intermediaries between the hosts and
the participants from outside. The participants are usually
divided into groups of two and allocated to each host lady, with
two facilitators for each group. The actual EDP can last up to four
or five days.

Why do civil society organizations like SEWA agree to host
EDPs? While the financial costs of an EDP are met from the
outside, it should be clear that each EDP is a considerable
undertaking for the host entity. SEWA's rationale is twofold. First,
this is a powerful method of conveying to policymakers and
analysts the reality that SEWA members face in advocating to
improve their well-being and that of other poor working women
in the informal economy. The hope is that the exposure will
influence the formulation of policy. Second, SEWA organizers
hope that participation in the Dialogue will enable SEWA to
better understand the perspectives and positions of policymakers
and analysts, so that these can be better complemented, or indeed
countered, in national and global policy discourse.

* A term used in early EDPs.



The need for ground-level organizations like SEWA to have a
global presence and projection, particularly in international
arenas where policies that affect poor women are discussed and
formulated, led to the formation of WIEGO in 1997. WIEGO is a
vehicle for interaction between organizations of informal
workers, researchers and analysts of labour and the informal
economy, and those in policymaking organizations. In both
SEWA's and WIEGQ's discussion with policymakers, and
especially with their economist advisers and analysts, the
disconnects highlighted above loomed large. Further, it was not
clear why exactly the differences were what they were. It was for
this reason that WIEGO felt it worthwhile to invest in this
Dialogue process.

Members of the dialogue group include civil society activists
from SEWA and economist and non-economist analysts affiliated
with WIEGO, Cornell and other institutions. In addition to the
core members of the group, some additional individuals joined
for specific EDPs.” Many members of the group also have
significant experience as senior level policymakers or advisers to
policymakers in national governments and in international
agencies.

Each of the five EDPs was focused on a particular set of issues
identified by the group as the basis of that round of dialogue.
After each EDP, members of the group were invited to submit
“personal” and “technical” reflections which captured their
learning from the process. This volume brings together these
reflections, which are the record of a remarkable exploration of

* The members of the group are: Namrata Bali, Kaushik Basu, Suman Bery,
Haroon Bhorat, Frangoise Carré, Nancy Chau, Martha Chen, Gary Fields,
Renana Jhabvala, Ravi Kanbur, Francie Lund, Karl Osner, Carol Richards,
Jeemol Unni and Imraan Valodia. We were joined by Nidhi Mirani in
Ahmedabad, Santiago Levy for the Mexico EDP, and by Donna Doane,
Vivian Fields, Nompumelelo Nzimande and Caroline Skinner for the 2007
Durban EDP. Nompumelelo Nzimande joined the group in Durban in 2011
aswell.



labour, informal employment, and poverty by an
interdisciplinary group of analysts, activists, and policy advisers.

This overview to the volume is organized as follows:
following this introductory section, Section 2 gives a broad
description of each of the five exposures. Section 3 turns to an
assessment of substantive areas of agreement and disagreement
in the group. Section 4 concludes by focusing on the nature of the
Dialogue and the process of bridging it represented.

The Five Exposures
Ahmedabad, India, 2004

The Cornell-SEWA-WIEGO EDP process began with an
exposure and dialogue in 2004 in Ahmedabad, where SEWA was
born. The EDP was hosted by SEWA Academy. SEWA Academy
is SEWA's in-house capacity-building training, communication
and research institution. It has been the focal point of EDPs since
the early 1990s. Ela Bhatt, SEWA's Founder, and Karl Osner,
founder of the Exposure Dialogue methodology, felt that EDPs
were a powerful tool to break through the “conceptual blocks”
that prevent a deep understanding and empathy with the working
poor in India and elsewhere.

Members of the EDP group who participated were divided
into six groups of two. Each group, together with two facilitators,
spent two days and two nights with a host lady and her family.
The stay involved engaging in the work activities of our hosts and
their families. There were also long periods of conversation and
discussion on the realities of their working lives and their lives in
general. After this period of exposure, the participants and hosts
returned to be together at SEWA Academy. The hosts and the
outside participants first exchanged their experiences with the
group as a whole. These exchanges were deeply moving, as each
individual described their feelings of interacting with the hosts or
the visitors.



The outside participants then engaged in a more technical
dialogue on the specific issues that had been identified as points
of focus for the EDP. The focus of this first EDP was on
employment—its nature in informal settings, and the impact of
regulations, especially minimum wage laws, on employment.’
However, another issue discussed was the impact of trade
liberalization on the livelihoods and well-being of the families of
poor working women the group had met and stayed with.’
Moreover, the dialogue and discussion among the group turned
inevitably to more general questions on the appropriateness of
the framework of mainstream economics in addressing policy
issues associated with the informal economy or poverty generally.

As noted earlier, each participating member of the group was
invited to write short reflections on the personal impact the
exposure had on them, and on the main technical issues that arose
in the exposure and in the dialogue. Some members separated the
personal and technical into different notes; others combined them
into a single piece. These pieces were put together into a
compendium, which has been available on the web. The main
substantive areas of agreement and disagreement will be
discussed in detail in the next section. However, this first meeting
of'the group was also important in beginning to establish trust and
communication between members. The Ahmedabad Exposure
Dialogue had initially been thought of as a one-off event. There
was no plan to hold a series of such meetings. But the impact of
the Exposure, the rapport between group members, and the
overall learning experience encouraged the group to hold a
follow-up Technical Dialogue and another Exposure Dialogue.

° For information on wages and incomes in India's formal and informal
sectors, see Unni (2005).

"For a subsequent examination of related issues, see Unni and Scaria (2009).



Durban, South Africa, 2007

Ahmedabad was a natural location to hold the first EDP
meeting, given SEWA's foundational membership in the group
and its experience in hosting exposure dialogues. An
organization inspired by SEWA had also been formed in South
Africa. While the Self Employed Women's Union (SEWU) sadly
had not survived, its organizers and members were still present
and active, especially in the Durban area. Several members of the
Dialogue group were associated with SEWU and agreed to host a
Dialogue in Durban in 2007.

South Africa would provide a very different historical, social
and political context in which to explore issues of the informal
economy, labour, gender and poverty. While the informal
economy in India is very large, by official estimates more than 90
per cent of the workforce, the informal economy in South Africa
is correspondingly small.” In 2003, then President Thabo Mbeki
had spoken of the informal economy as a “second economy”
disconnected from the formal “first economy,” which was in turn
connected to the global economy. Further, there were deep
divisions in South Africa, including among economists, about
what drives the high rate of unemployment in the country and the
appropriate development path for growth with full employment
and poverty reduction. Specifically, there was, and still is,
vigorous debate about the government's chosen market-oriented
path with integration into the global economy.

* There may appear to be a long gap of three years between the first two
meetings. In fact the group met twice during this period, in 2004 at Harvard
and in 2006 at Cornell, to continue the dialogue. However, these were more
conventional workshops, without the important exposure component.
Further, many members of the group were involved in a related exercise, a
major conference on “Member Based Organizations of the Poor” in
Ahmedabad in 2005, a central topic that emerged out of the first EDP and
which was also preceded by an Exposure. The outcome of this conference is
published in Chen, Jhabvala, Kanbur and Richards (2007).

’ See for example Devey, Skinner and Valodia (2005).



With this background, seven hosts were identified for the
Exposure with a range of activities in the informal economy in
and around Durban. The participants and facilitators lived with
the hosts for three days, sharing in their activities and in their
home life, and discussing their perspectives on the policy issues
identified above. As in Ahmedabad, the exposure was followed
by dialogue, the first phase of which was an exchange of views on
the exposure experience by the group as a whole—participants,
facilitators and hosts. The second phase was the technical
dialogue, and the hosts stayed and participated in the discussion.

In an innovation to the standard exposure followed by
dialogue within the group, in Durban the group spent a day after
the EDP in a workshop with senior government officials and
policymakers from the Government of South Africa, engaging in
a policy dialogue on the informal economy. As was noted above,
some members of the group themselves have experience as
senior policymakers or advisers to policymakers. The workshop
allowed an exchange at the policy level, animated by the EDP
group's recent exposure to the reality of lives in the informal
economy.

Ahmedabad, India, 2008

Since their introduction in the 1980s and 1990s, EDPs have
spread and are now used by many development organizations to
sensitize their senior staff to the reality of the lives of the people
they are meant to be helping. SEWA itself has played host to over
30 EDPs, hosting senior staff of the World Bank, the FAO and
German aid agencies, for example. However, these EDPs are still
one-off experiences for the outside participants. The hosts are
visited once and that is that. To go beyond this single visit model,
our group decided to do a revisit to Ahmedabad in 2008, four
years after the first EDP there, to meet again the SEWA hosts and
their families, to gauge the progress and setbacks in their living
conditions and to discuss current employment policy issues in
India.



Not all of the hosts, and not all of the participants, were in
Ahmedabad in 2008. But the “reunion” was emotional for those
who could be there, including for new members who joined the
group. In the policy arena, a major feature of the Indian landscape
by 2008 was the National Rural Employment Guarantee Act
(NREGA). Views on this were divided in the country and in our
group. So the EDP was extended to include visits to NREGA sites,
and much of the group's dialogue focused on this. Finally, as in
Durban, we organized a workshop with policymakers in Delhi.
The National Council of Applied Economic Research (NCAER)
hosted a day-long workshop with the senior members and staff of
the National Commission on Enterprises in the Unorganized
Sector (NCEUS), a body set up by the government to assess the
state of the informal economy, and to make recommendations on
policies and interventions to improve the well-being of those who
earned their living from it.

The Exposure reunion, the visits to the NREGA sites, and the
policy workshop with the NCEUS were all discussed in our final
Dialogue, where we each reflected on our individual “light bulb”
moments—the moments when we saw something differently to
our preconceptions. All this is, of course, present also in the notes
of reflections that were written by the participants after the EDP,
which were put together into a compendium for general
circulation and are now reproduced in this volume.

Oaxaca, Mexico, 2009

One of the major issues discussed at the 2008 EDP was the risk
and vulnerability faced by poor households, particularly in the
informal economy. This was highlighted in the reports of the
NCEUS, and in subsequent legislation introduced in the Indian
Parliament to provide some form of social security to workers in
this sector. Such interventions were, of course, not without
controversy in India, or within the group. Further, in 2008
Santiago Levy had published his book, Good Intentions, Bad
Outcomes, which looked at the Mexican experience of providing
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social security through a mix of instruments, some based on the
employment relationship and some outside this relationship.
Levy had argued that the current system in Mexico, although set
up with the best of intentions, was having detrimental effects on
productivity, growth and poverty reduction. Again, the book had
been controversial in Mexico, and there were different opinions
on it within the group.

With this background, the group decided to focus its next EDP
on the question of social security and informality, and to make the
Levy book the sole text for discussion. Given the Mexican focus
of the Levy thesis, it seemed natural to hold our Exposure in
Mexico. We found local partners in and around the city of Oaxaca,
and the next EDP was born. The group also invited Santiago Levy
to join us for the EDP and to our delight he agreed to become a full
participant in the exposure as well as the dialogue. As before, the
participantswere divided into groups of two who, together with
facilitators, spent two days and two nights in the homes of host
families. The families were engaged in diverse activities in the
informal sector, ranging from making fireworks to creating
beautiful tin objects for sale to the tourist trade in Oaxaca. After
the exposure came the exchange of experiences with all host
families together, and then the technical discussion amongst the
Dialogue group. The Technical Dialogue was interesting because
it focused on one text—the Levy book—and the author of the text
was present. But it was also interesting to see how much the
experience of Exposure now informed and enlightened the
discussions.

Following the earlier pattern, a senior level policy dialogue
was also organized between the group and Mexican civil society
and policymakers. This was organized by ECLAC in Mexico
City, but the reality of the lives of our host families were very
much in the group's minds as we debated the details of policy
instruments and interventions.

11



Durban, South Africa, 2011

Following the successful reunion EDP in Ahmedabad in 2008,
the group decided to do a reunion EDP in Durban in 2011, four
years after our first EDP there. As in the Ahmedabad revisit not all
participants could be present, and the Exposure was shorter than
before but the reunion was emotional nevertheless, with
exchanges of stories of what had happened in the lives of the EDP
group and their hosts. The major policy issues in South Africa,
especially those related to market-oriented development and the
“two economy” discourse, were still present and, if anything,
discussed and debated more intensely in the wake of the global
crisis and its aftermath.” Our visit this time also coincided with
the rebirth of SEWU, which had been inspired by SEWA but had
disbanded a few years before our 2007 visit to Durban. The new
organization is called South Africa SEWA (SASEWA). It was
deeply moving to see the reconstruction in process, and we hope
very much that SASEWA will grow to the position that SEWA
now holds in India in supporting poor women workers in the
informal economy.

Following the pattern set at the previous EDPs, the Durban
EDP dovetailed into an interaction with a broader policy forum.
The Dialogue group went from Durban to Cape Town to
participate in a major WIEGO conference on the global informal
economy, and two members of the group responded to a speech
by Jeremy Cronin, senior government minister, on the
government's “New Growth Path.” These interactions, as well as
the Technical Dialogue among group members following the
Exposure, are reflected in the written reflections produced for the
EDP compendium, which is the last compendium in the volume.

Alongside the Technical Dialogue on the informal economy,
the group this time also discussed the future of our EDP process.
It was agreed to take stock of where we had come. Some of the

" See Valodia and Devey (2011) for a look at the formal-informal linkages
issues in South Africa.
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notes in the fifth compendium reflect this attempt to take an
overview of the EDP process as a whole. In the meantime, the
EDP process had been evaluated by Professor Tony Addison, as
part of a wider evaluation of WIEGO programs. The Addison
evaluation is reproduced as Appendix III to this volume. This
evaluation raised the possibility of wider dissemination of the
findings of the group, going beyond the fact that all the five
compendia of notes produced by members of the group are
available on the Internet. The group considered this possibility
and agreed to bring the compendia together into a single
publication. This volume is the result.

Agreements and Disagreements

The five compendia in this volume provide a richly textured
account of the different perspectives of the individuals who
participated in the dialogue group. As detailed in the Introduction
of this Overview, the core members of the group were joined by
additional individuals for specific EDPs. Further, although most
members of the core group were present for all EDPs, not all
members could be present for all five exposures. However, taken
as a whole, the reflections written by participants after each EDP
reflect the content and tenor not only of the specific Dialogue
component of the EDP, but also of the general discussions among
group members with each other, and with policymakers when
that component was added to our activity for the last four
Exposures. What do the notes convey about the nature of
agreements and disagreements within the group?

In structuring an answer to this question, it is useful to recall
the origins of the Dialogue process—the seeming disconnect
between, on the one hand, mainstream economists in their role as
analysts and as policy advisers, and on the other hand heterodox
economists, non-economist social scientists and ground level
activists. This is of course too simple a categorization to
adequately reflect the complexities of differing perspectives,
both within our group and in the world at large. For example,
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many who are trained as economists would class themselves as
heterodox economists rather than as mainstream (or
“neoclassical”) economists. This division was present in our
group. Further, many non-economists have also been advisers to
policymakers—this was also true of individuals in our group.
And fine-tuned disciplinary differences may be of little direct
relevance to ground level activists—unless they affect the
formulation and implementation of policy. Our Dialogue group
cuts across these different categories. There are ground level
activists and organizers associated with SEWA (Namrata Bali,
Renana Jhabvala); policy-oriented social scientists affiliated
with WIEGO, including economists who often take a heterodox
perspective (Frangoise Carré, Martha Chen, Francie Lund, Carol
Richards, Jeemol Unni, Imraan Valodia); mainstream
economists, many of whom are engaged in disciplinary battles
with other mainstream economists (Kaushik Basu, Suman Bery,
Haroon Bhorat, Nancy Chau, Gary Fields, Ravi Kanbur,
Santiago Levy). The Dialogue group also included the founder of
the exposure dialogue method, a retired civil servant (Karl
Osner).

Nevertheless, bearing all these caveats in mind, this section
returns to the core motivation for the dialogue process and tries to
draw out the main strands of agreements and disagreements
between mainstream economics on the one hand and heterodox
economists, broader social scientists and activists on the other."

Growth and Distribution

It is sometimes argued that mainstream economics and
economists are oblivious to questions of distribution and
poverty—that they are only concerned about economic
efficiency and growth. There are at least three types of critique in
the literature: (i) that economic arguments can be used effectively
by those who in fact want to benefit the rich and powerful; (ii) that
economic analysis is focused only on growth, relying on “trickle

" See, for example, Kanbur (2002).

14



down”" to address issues of poverty; and (iii) that mainstream
economics considers issues of growth and efficiency to be
separable from those of distribution and poverty. This issue of
underlying objectives is one that appears, often implicitly rather
than explicitly, in the notes. The WIEGO-affiliated members of
our Dialogue group do not believe that the mainstream
economists in the group were oblivious of distributional issues or
that they believed in simple trickle down. But they do raise the
question of why mainstream economists consider issues of
growth/efficiency to be the subject of economic policy and issues
of distribution/poverty to be the subject of social policy.

It would be fair to say that there is a strong tendency in
mainstream economics to separate out issues of growth and
efficiency from issues of distribution and poverty. While the
interactions between the two are recognized at the research
frontier, in the bread and butter work of policy economists, there
is often a separation of instruments and interventions targeted to
growth and those targeted to distribution and poverty (Kanbur
2002). The work of the heterodox economists and some of the
mainstream economists in the group does indeed consider the
interactions, and in their public writings they have taken the
profession to task for these simplifications.

Thus economic analysis cannot be held to be inegalitarian or
anti-poor per se, just as anthropological analysis or sociological
analysis cannot be held to be inherently egalitarian or pro-poor.

" Concern with the distribution of income lies at the heart of much
economic inquiry, historically and in the present. Alfred Marshall, the
founder of modern neoclassical economics, hoped that “poverty and
ignorance may gradually be extinguished” and saw the role of economic
analysis as helping to achieve this goal. In modern times, economists such
as Jagdish Bhagwati, who trenchantly support open trade and global
integration, do so because they see this as the key to poverty reduction, not
because they are unconcerned about poverty. While it is true that some
interests, for example those in finance, use economic arguments to bolster
their case, economic arguments are also used against these interests, and
they are also used in favour of measures that directly benefit the poor.
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However, the framework and assumptions of mainstream
economic analysis, particularly as applied in policy analysis,
have particular features that may explain some of the
disagreements between mainstream economists and others on
specific policies. Several interrelated features stand out from the
compendia.

Rational Choice Models

Starting at the very micro level, the reflections and the
dialogues reveal a dissatisfaction among the SEWA-affiliated
ground level activists and the WIEGO-affiliated social scientists
(including the economists in this group) with the standard
economic model of choice which focuses on given preferences
and a budget constraint. This concern appears in various
forms—from an emphasis on cultural norms and constraints on
the market behavior of individuals, especially women, to
highlighting the complex portfolios of household economic
activity, and complex intra-household preferences and decision-
making processes, which seem to get lost in simplified economic
modeling. The mainstream economists in the Dialogue group
would most likely agree with these points, and point to the recent
surge of behavioral economics, which is beginning to reshape the
microeconomic analysis of individual and household level
behavior. The incorporation of this new branch of economics into
policy analysis is still in its infancy, but there is a reasonable
prospect that basic economics training in the future will
incorporate these features into the economist's toolkit. On the
other hand, the heterodox economists and others in the Dialogue
group would point to the importance of including the role of
extra-household social, economic, and political institutions into
the analysis and modeling of economic behavior—and would
turn to institutional economists to do this. "

" An example of an application to gender issues in taxation is provided by
Grown and Valodia (2010).
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Market Power

Moving from the level of the household to the level of markets,
another major feature of the framework of the mainstream
economic method, especially in the area of policy analysis, is the
assumption of “competitive’” markets, or the absence of market
power in market transactions in product or labour markets. While
basic economic textbooks do consider the issue of monopoly
power in markets, and recent work at the frontiers on economic
research highlights these issues, it is fair to say that most
economists who do policy analysis in fact work with the standard
model, with no market power on either side of the market. Further,
not only is this depicted as a description of most markets in
practice, departures from this norm are seen as being a
“distortion” and a departure from an ideal. These features of
standard economic policy analysis astonished ground level
activists and WIEGO-affiliated social scientists and
economists. "

One way to understand the position of ground level activists
and their advisers, in the framework of economic analysis, is that
they believe labour and product markets at the local and national
level to be riddled with market power. Of course this is ultimately
an empirical question. Indeed, the experience of the EDPs has led
some of the mainstream economists to explore the policy
implications of non-competitive labour markets, for example for
minimum wage policy or employment guarantee programs (Basu,
Chau and Kanbur 2010). However, most mainstream policy
economists would still probably argue that the competitive
markets framework is a powerful organizing device which allows
structuring of a complex reality to make policy analysis
manageable. If the competitive framework is abandoned, then it
is not clear what manageable unified framework can be put in its
place to represent market interactions.

** A related issue for this group is that a regulatory framework which treats
the informal economy as “illegal” reflects an unfair government stance that
creates non-competitive markets.
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Aggregation and Disaggregation

Following on in this vein, what emerges from the reflections is
the dissonance between the mainstream economist's instinct to
simplify a complex reality for policy analysis, and the instinct of
the broader social sciences to highlight the complexities of that
reality. Of course, the economists realize that they are missing
features of reality by simplifying, while the broader social
scientists and activists realize that some simplification is indeed
necessary, that a one-to-one scale map is of no use to anyone.
There is a spectrum, and differences arise as to where on that
spectrum a discipline is most comfortable operating.

One example of this is the degree of sectoral disaggregation
that is deemed appropriate. The basic bread and butter model of
development economics is a two-sector model, with one sector
representing the urban/industrial/modern/formal sector while the
other represents the rural/agricultural/traditional/informal sector.
Of course, mainstream economists have recognized the
shortcomings of such models, and economist members of the
group have been in the forefront of developing three sector
models which break down the urban sector, for example, into
formal employment, an informal sector which is the gateway to
the formal sector, and unemployment. However,” WIEGO has
proposed a framework with six types of employment in the
informal economy alone: employers, regular informal wage
workers, own account operators, casual wage workers, industrial
outworkers and homeworkers, and unpaid family workers (Chen
etal. 2005).

One way of understanding the concerns of those who work
with more disaggregated frameworks is the argument that
aggregation misses a range of policy instruments that could be
used to address issues of employment and poverty, while
aggregation biases the policy discourse towards instruments that

" See for example, Fields (2005).
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operate at that level. An illustration of this disconnect is the
policy response to informality. Defining formality as activities
that are within the purview of a set of laws and regulations (such
as on minimum wage and social security), and informality as the
rest of the economy, there is much debate on the role of
regulations in “creating” informality as enterprises and workers
avoid and evade controls that are economically costly to them. '’

To those who work in an aggregative framework with only
two types of activities, formal and informal, the boundary
between these comes to have major analytical and policy
significance—hence the focus on the impact of laws and
regulations in moving activity across the boundary. However,
those who work with a diasggregated framework of the informal
economy highlight the vast array of activities, and the workers
employed in them, that do not come under the purview of the laws
and regulations, and whose informality cannot therefore be
explained by the presence of those laws and regulations. In this
world view, policies towards the informal economy, and towards
poverty reduction, go beyond regulation and deregulation to
providing direct support to those who are struggling to make a
living in what is officially defined and measured as the informal
economy (Chen etal. 2005).

Economy Wide Effects

One reason why policy economists work with simplified
frameworks is that it allows them to take an economy wide
perspective without the model getting hopelessly complicated.
The economy wide perspective is at one end of a spectrum of
increasing concern with inter-linkages between different sectors
of'the economy. The instinct to look for knock on effects from one

' See for example, Maloney (2004). For the activist and WIEGO-affiliated
members of the group, most policymakers who draft regulations consider
the informal economy “illegal” and create regulations—or leave a
regulatory vacuum—which preclude informal operators from operating
formally.
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part of the economy to another is deep rooted in the economist's
training and, as the notes reveal implicitly or explicitly, many
mainstream economists feel that other disciplines, and ground
level activists, do not take these broader impacts of their
recommended interventions into account fully. A good example
of this is the economist focus on the market wide employment
effects of regulations such as minimum wages. The reason why
many economists oppose regulations such as controls on
dismissing workers is not because of a lack of concern for the
poor—it is because their framework leads to the conclusion that
the long run effects of such intervention, once all the
repercussions on hiring and investment have been taken into
account, will actually reduce employment and increase poverty
(Fields and Kanbur 2007). However, the counter-argument from
the WIEGO affiliated members of the Dialogue group would be
that they do indeed understand the economic argument on
regulation and minimum wages, but they would question the
empirical predictions of the economic models for some countries,
some labour markets, and some regulations.

Budget Constraints and Opportunity Cost

The concern with knock on effects of interventions meshes
with another economist instinct—to see interventions always in
terms of budget constraints and opportunity cost. The
mainstream economist's argument would go as follows.
Especially in the policy arena, spending in one area must have an
opportunity cost in another. The resources must come from
somewhere and should be accounted for; if there have to be
cutbacks elsewhere, or fresh resources need to be raised, then the
consequences of this need to be taken into account. The notes
reveal, explicitly or implicitly, that the mainstream economists in
the group did not think that these concerns were as prominent for
broader social scientists. Intervention after intervention being
proposed, it was not clear where exactly these resources would
come from, and whether those proposing the interventions had
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thought through the resource availability question. Of course, to
the extent that interventions are to reduce negatives (i.e. reduce
harassment and bribes, simplify procedures), these may not
require many resources. For those who see the regulatory
environment as largely unfair, the main policy recommendation
is to address the biases in the policy environment that favor
formal over informal firms and workers. This does not
necessarily require additional resources but, rather, reallocating
them.

However, the response from other social scientists and some
economists to this argument would be that they do not entirely
trust the calculus of opportunity cost as it is sometimes carried
out in policy debates, nor that of potential benefits of a regulatory
change. Whose opportunity costs are computed? How well does
the opportunity cost calculation reflect reality on the ground?
Can they trust analysts (in government, in international agencies)
to compute opportunity costs to reflect to the same degree the
impacts on all (sectors, occupations, types of workers)? This is
what fights in policy discussions are about: whose and what
opportunity costs and the measurement of costs, as well as
potential benefits—not about the existence of budget constraints
and opportunity cost.

Political Power

The reflections also show a concern among broad social
scientists that mainstream economists' policy prescriptions are
hopelessly naive on the political front. More generally, economic
analysis is as innocent of political power as it is of market
power—more so, in fact. Indeed, for heterodox economists, non-
economists and ground level activists, political power and
market power are closely intertwined, with one type of power
feeding into and generating the other.

A good example of this disconnect comes from the group's
discussion of Santiago Levy's proposal for radical reform of
social security in Mexico. The current situation is a mix of
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schemes that are conditioned on employment status, funded by
taxes on employers for formal sector workers, and by general
revenue for schemes for those in the informal economy. The
burden of Levy's (2008) argument is that the current system is
inefficient and inequitable. His radical proposal is to replace the
current system by one that is citizenship based, with all
individuals having access irrespective of employment status,
funded by general taxation. The argument is that such a system
would be both more efficient and more equitable.

Views on Levy's analysis were divided, with even some
economists questioning his characterization of the Mexican
labour market. However, a key concern among activists and the
WIEGO aftiliate members of the group was that the proposal
would dismantle the only social protection that informal workers
receive and would represent “the thin end of the wedge” for
absolving employers of any responsibilities towards their
employees. These members of the group saw the current
orthodoxy as being against redistribution and social security in
any form, or at least in favour of drastic scaling back of the role of
the state in this arena. On this view, the Levy proposal would
initially be accepted by the orthodoxy, the dismantling of the
current social security system would begin, but no replacement
would be put in its place. The outcome would be no social
security where there had been some sort of a system, however
imperfect, before. Or, even if the proposal as a whole was put in
place, the general taxation needed to provide revenues for it
would be regressive once the politics played out. All the technical
analysis would be to no avail—political power would trump
economists' prescriptions.

Organizing Informal Workers

It goes without saying that those members of the group who
were, or had close association with, ground level activists put
special emphasis on organizing the working poor, especially
women, in the informal economy This was seen as the key to
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improving the well-being of the poor, because it would ensure
better implementation of policy designed to benefit the poor and
because it would lead to formulation of better policies and
interventions. This position arose both from a purely analytical
perspective and from the perspective of political power.
Organizations of the poor would be better able to convey accurate
information on living conditions and impact of policies to policy
makers. But, perhaps more importantly, organization would
confer power through the political process, to influence policy in
the pro-poor direction.’

The mainstream economists in the group would accept these
arguments, especially after the exposure to the impact of SEWA
as an organization of poor working women. Moreover, they
would concede that such considerations do not play a large part in
their frameworks, which are designed to assess the efficacy of
policies, not whether certain policies could or could not be
implemented. The “new political economy” literature has begun
to make some progress in this direction within the framework of
economics, but it still has some way to go."

Summary Assessment

The picture that emerges from these reflections clarifies why it
is that answers to the questions posed at the beginning can be so
different, depending on who is giving them. One thing is clear: it
is not because mainstream economists, certainly not the ones in
this Dialogue group, are unconcerned about distribution and
poverty, or worse. Rather, it is the differences of frameworks of
analysis and of assumptions that explain the widely differing
assessment of situations and policies that one often finds.

The mainstream economists in our group, and perhaps
mainstream economists more widely, would probably tend to
agree that the standard framework of economics as applied to

" These issues were taken up in Chen, Jhabvala, Kanbur and Richards
(2007), and Roever, Osner, Mehta, Trevedi and Dantani (2005).

" For a recent excursion in this literature, Acemoglou and Robinson (2006).
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policy analysis is (i) based on a model of rational choice at the
micro level which does not fully allow for cultural and other
factors in decision making; (ii) assumes by and large that there is
no market power, (iii) operates at a relatively high level of
sectoral aggregation, and (iv) is largely devoid of an appreciation
of the political economy of policy making and implementation.
They would concede these as shortcoming in economics as
applied to policy making, while pointing out that these
shortcomings are beginning to be addressed at the research
frontier, and are addressed by some economists even in the policy
arena.

Activists and WIEGO affiliated broader social scientists in
our group would probably tend to agree that alternative
frameworks (i) do not have the unifying commonality of the
economic framework; (ii) operate at a high level of
disaggregation which makes it difficult to gauge spillover effects
and the economy wide impacts of policy interventions; and (iii)
do not pay sufficient attention to the opportunity costs of public
funds used in recommended interventions. They would perhaps
concede these as possible areas of improvement, and that the
mainstream economists' framework, for all its shortcomings, has
areas of strength as well.

Conclusion: On Bridging Divides

The discourse between policymakers and activists is often
characterized by great divisions. The same is true of the discourse
between mainstream economists (who often advise
policymakers), and broader social scientists and heterodox
economists (who are more likely to be aligned with civil society).
Answers to the questions posed at the start of this chapter are
often not provided in systematic and rational fashion. The debate
deteriorates into division because there is no dialogue to explore
why the answers given are different; rather, the motives or the
abilities of the participants on either side begin to be questioned.
In the worst cases, the debate can turn violent between civil
society protesters and the police in the streets.
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We hope that the Cornell-SEWA-WIEGO EDP provides an
example of an alternative route, one where a respectful dialogue
can be structured and areas of agreement and disagreement
identified in an atmosphere of mutual respect and recognition.
Not only did the participants discuss specific and general issues
of potential disagreements while trying to understand and
appreciate other points of view, they also learned from the range
of different perspectives in the group, and indeed in some cases
have moved somewhat from their positions. This conclusion was
reached by Tony Addison in his independent evaluation of the
EDP process, which is reproduced in Appendix III to this volume.
Using “Cornell” as shorthand for the mainstream economists in
the group, he makes the following observations:

Everyone emphasized that while the debate can become
intense, the EDP is held in a collegial style.... How have the
EDPs affected the views of the group as regards methodology? ...
The EDPs have provided what amounts to a training in
economics for the SEWA/WIEGO team of an unusual and
mnovative kind. It is clear that the EDP has significantly
strengthened the ability of the non-economists to engage
mainstream economists in debate.... SEWA interviewees
confirmed that they now have a much better understanding of
mainstream economics than before the EDP....Without
exception, the Cornell economists all said that their time in the
host households and their discussions with informal workers
about their lives had given them a deeper understanding and
had led to many new questions for debate in the subsequent
dialogues and for later analytical work.... One economist,
from a developing country, who felt he knew his own country
well and was therefore sceptical about whether the EDP would
provide him with anything new, said: “I now truly believe that
there is so much that researchers can get out of these
interactions, and it breaks down the hierarchies that we all
operate with.
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What explains this unusual level of collegiality, and the
success of the Dialogue process overall? Individual personalities
aside, we believe that the structure of the process was important.
The most important reason for the success of the dialogue was
without doubt the exposure component of the EDP. Being
exposed to the lived reality of the conditions of work and well-
being of working poor women and their families was an
enormously moving and humbling experience for all participants.
In the face of that exposure experience, there was little room left
for grandstanding or point scoring, as might be the case in a
standard academic seminar, or in a political meeting. Rather, the
members of the group found themselves focused on
understanding the constraints on improving the employment and
incomes of the poor, as exemplified by the host families the
participants had spent a few days living with.

This is not to say that as a result of the Exposure, individuals
abandoned or repudiated the framework they came in to the
Dialogue with. But it did lead each individual to examine his or
her framework more closely, and be more open to other
perspectives. A second reason for this openness was the trust that
developed between members of the Dialogue group over the
years. The exposures also played their role in this, developing
bonding between each pair of participants staying with a host
family, and bonding within the group as a whole as experiences
were exchanged after each exposure. Moreover, the continuing
process of the dialogue, with the same core members
participating in each EDP, had its impact as well. Over time,
members developed familiarity and friendships with each other,
learning to understand each other's framework of analysis, and
becoming willing to admit lack of understanding of a particular
situation or analysis. The trust that developed also enabled
individuals to admit that they had changed their views or
perspectives on specific issues. In his evaluation, Tony Addlson
quotes one mainstream economist in the group as saying: “... it
has allowed me to take a much more nuanced view. I feel I have a
deeper understanding.... I have learnt an enormous amount.”
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One of the members of the group from Cornell, Gary Fields, used
his EDP experiences as an important part of the development of
his thinking in his recent book on labour and development (Fields
2011).

The anchoring provided by the Exposures, and the
development of trust through repeated EDPs, are thus two of the
reasons for the success of the process. However, the EDPs could
not have been put into place without meticulous preparation.
Before each EDP, the group agreed on the issues of
focus—employment and regulation in Ahmedabad, 2004; the
“second economy” in Durban, 2007; and so on. The Dialogues
were then structured around the chosen issues, with background
material and questions for the Dialogue group circulated
beforehand. The Exposures themselves required careful
preparation, with tailoring to the topics of focus in the Dialogue.
Host families were identified with this focus in mind, and the
EDP process was explained to them. Facilitators were needed for
each pair of participants who stayed with a host family, for
language translation and local knowledge. These facilitators
themselves had to be selected and familiarized with the EDP
process. Finally, members of the group put significant effort into
the production of notes and the compendium of the notes at the
end of each EDP, so that the outcome of the Dialogue can be
available to a wider audience. This volume is a testament to that
effort.

As Karl Osner has recognized, the Cornell-SEWA-WIEGO
EDP process represents a modification of the core EDP
methodology to the specific need of building bridges between
different frameworks of analysis. Compared to more general
EDPs, each Cornell-SEWA-WIEGO EDP was tailored to more
specific issues, was somewhat shorter, was one of an ongoing
process of EDPs, and led to a compendium capturing the
outcome of the dialogue. In this modified form, the EDP has
clearly proved to be a success in the task for which it was intended.
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Compendium 1

2004
Personal and Technical Reflections on
the Working Lives of Six Women
in Ahmedabad, India
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Introduction

In January 2004, 13 researchers and development
practitioners were hosted for two nights and a day in the homes of
six women in Ahmedabad, Gujarat, India. The “host ladies,” as
they came to be known, were informally-employed workers and
members of the Self-Employed Women's Association (SEWA).
These women generously opened their homes and shared
information about their lives and families, their work and their
struggles with their guests, most of whom were mainstream
economists.

In preparation, the guests had completed a half-day
orientation at the SEWA Academy, where they were asked to
consider two substantive sets of issues during their exposure
visits: (i) work and labour markets; and (i) trade and technology.
These issues were also used to guide the selection of hosts, the
allocation of guests to a specific host, and the choice of SEWA
facilitators who also joined the visits to provide contextual
information and interpretation.

This was the first in a series of Cornell-SEWA-WIEGO
Exposure Dialogue Programmes that combined firsthand
experience in the homes of informal workers with an exploration
of how economic and development theory meshed with real-life
scenarios. Following their exposure visits, the guests returned to
the SEWA Academy for two days of dialogue about trade, labour
market and poverty issues.

The guests were invited to further examine their experiences
through written reflections, captured here. Some separated their
reflections into personal and technical notes, while others
intertwined these reflections.
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Host: Kalavatiben

Kalavatiben

Roller of bidis (a thin tobacco cigarette wrapped in a leaf and
tied with a string)

Guests
Francoise Carré
Gary Fields

SEWA Facilitators
Manali Shah

Shalini Trivedi
Subhadra Bogha
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Francoise Carré, Personal Reflections

Kalavatiben is 45 years old and lives with three of her four
sons, her daughter-in-law, her older husband, and a
granddaughter (age 10-11) and a grandson (age 5-6) whose
mother, one of her daughter-in-laws, died at a young age. Her
eldest child, a daughter, is married and living somewhere else in
town.

She was orphaned at age 3 and raised by an aunt and uncle,
married at age 9. She moved up to Ahmedabad from Andra
Pradesh (Padmashalis group) in her teens. Her husband worked
in the textile mills. She had her five children by her mid-20s.

She rolls bidis for a living.
Her joys:

e She looks forward to the imminent wedding of her daughter's
daughter (named Padma, about 20 years old). She has full
responsibility for the upbringing of her two young
grandchildren. During our visit, the little boy spends much of
his time preparing himself and his kite for the festival and she
keeps having to holler him down from the roof.

e She has a sense of humour and a toughness. She says, “When
you visit, I laugh. I don't think about my worries.”

Her sources of worries:

e She pays interest on a large debt (20,000 rupees incurred when
one of her sons divorced).

e She rents this one room house from her husband's brother.
Over the years, she and her family have had to leave this place
upon his request and she does not feel that she can count on
staying there.

e There are sources of family unhappiness: one or two of her
sons have difficulty with drinking and gambling; her husband
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does as well. One of her sons does not contribute to the
household expenses. She does not know how much her
husband earns; he only gives her money for the interest on a
debt. Her husband lost his job when the textile mill closed. He
now works nights and sleeps during the day but she does not
tell us what he does for a living. He is a fleeting presence in the
household. We barely see him as he climbs the steps to the loft
where he sleeps. He did not sit to share dinner with the sons.

The Neighbourhood

Kalavatiben and her family live in Pilli Chawl, a
neighbourhood built by textile mill owners for their workers.
One-room houses line paved pathways, with a gutter in the
middle; the pathways are swept and washed by the
neighbourhood's women every morning.

The Chawl is in the old part of the city within walking distance
of'a market where we get our dinner supplies. There is extremely
dense traffic.

We arrive on a Sunday. The house is full of visitors: another
son and daughter-in-law with her newborn, many neighbours.
The whole neighbourhood is full of visitors; we are told it is
Sunday, and everyone visits. Yet everyone—household members
and visitors—also prepares leaves for bidi rolling, rolls, ties,
counts and prepares bundles for delivery.

All neighbours want to check us out. As each evening wears
on, children and adolescents stream in. The older ones want to
practice their English. The younger ones want to see us up close.

The Household Work

Kalavatiben rises at 6 a.m., as does her daughter-in-law.
Kalavatiben tends a small wood stove in front of the house where
she heats water in buckets for baths for all family members.
When that is completed, one of them sweeps the front of the
house and wipes it clean. Kalavatiben and her daughter-in-law do
the laundry and hang it out to dry. I mention all of these steps for
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two reasons: as we look up and down the alley, all neighbourhood
women engage in the same activity at the same time (Manaliben
notes that from hour to hour, the appearance of the alleyway
changes with these phases of activity); and these household
activities last till about 11 a.m. By then, the daughter-in-law has
prepared breakfast for the whole family. In fact, her daughter-in-
law seems responsible for most of the food preparation, the bread
baking, and for all of the serving and cleaning afterwards. I very
rarely see her step foot outside the hallway kitchen in the back of
the one room. (She came up from the south to get married and
speaks Telgu, does not understand Hindi. She comes across as
having a very good disposition and I cannot help but wonder how
lonely her life might feel away from her family of origin).

The Work

The work of rolling bidis starts after the household chores are
done. Bidirolling then goes on for the better part of the rest of the
day and into the night. She works on bidis but so do her daughter-
in-law, granddaughter, visitors, and other female family
members. Everyone helps with hers or does their own. This is
women's work. The men, if they are not away, stand on the edge
of the bidi rolling circle, getting ready for their day, observing,
eating, or performing religious observances.

In order to earn about 36 rupees per day, Kalavatiben needs to
complete 1,000 bidis per day. Making bidis entails buying
supplies (leaves, tobacco, and coloured string) from the
contractor, who lives on the other side of the alley. Leaves are
soaked to soften overnight; they must be deveined, then rolled
(with different types of fold and tuck representing different kinds
of bidis). Women hold the bidis between their fingers while
making them. When they reach 10, they tie each, then tie 25 in a
bundle. All the way to 1,000 ... each day. (Bidis are sold to a local
contractor who is also the one who sells the women supplies and
who takes his cut and passes the bidis onto the next step up.
Eventually they reach the company that packages and markets
them. On the way, bidis are dried in a chamber before packaging.)
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Garybhai and I tried our hand at deveining (failed), and rolling
(failed again). Manaliben and Shaliniben do slightly better than
us (not much, these tasks require high dexterity).

I note that, on Sunday, every woman who is around the house
and who is able to contributes to the bidi work. Suprataben
(spelling uncertain), Kalavatiben's friend and SEWA leader,
works without cease. On Monday, we have several interruptions:
a SEWA leader who rolls incense sticks for a living stops by to ask
Kalavatiben to speak to a meeting about the benefits bidi rollers
have gained, we visit a SEWA dispensary, and we go to a
negotiation with employers around the creation of a “provident
fund.” All of these interruptions are coupled with our incessant
questions about how and why.

It becomes quickly apparent that Kalavatiben will not come
close to making 1,000 bidis a day in any of these days. This, in
spite of everyone helping out, and in spite of her working till 11
p-m. each night. This is when [ understand that there is no room in
her day except for tending to household chores, watching over the
family, and rolling bidis. It is unceasing work and it is also
apparent to me that Kalavatiben works very fast both at the
household chores (her daughter-in-law does household chores all
day too) and the bidi rolling. There is no give in her day. If she
cannot maintain her earnings at 36 rupees for 1,000, or if any of
the basic expenses go up, she will face the prospect of even less
sleep and rest.

The Role of SEWA in Kalavatiben's Life and Bidi Work

Kalavatiben is one of the bidi rollers who helped the SEWA
organizers establish the “employer relationship” between the bidi
company owners (the owners of the label and marketing
capacity) and the myriad of individual bidi rollers, all of whom
are considered self-employed, piece rate workers. Bidi company
owners had been arguing that they purchase products, not labour
services, from the contractors who in turn do the same from the
bidirollers.
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SEWA documented how bidi company owners have distanced
themselves from bidi rollers through a chain of contractors and
“self-employment” work relationships. The company owners
kept arguing they were not employers and did not need to bargain
with SEWA over piece rates, or over establishing a provident
fund (benefit fund).

We were told Kalavatiben presented for sale some bundles of
bidis tied with a string of the colour of another company. The
owner was quoted as saying “these are not my bidis.” Thus
Kalavatiben and SEWA gathered evidence of his control of, and
involvement with, the production process, making it difficult for
him to argue that bidi rollers run their own business.

We joined Kalavatiben, Suprataben, other SEWA leaders, and
the two organizers for a negotiation with three bidi company
owners taking place in the offices of the Gujarat Commission of
Labor. SEWA bidi workers have been able to win the formation of
a “provident fund” (health and welfare fund). The purpose of the
meeting was to negotiate how to establish and structure a
tripartite (employer, state, SEWA) fund (employers paying 10 per
cent on top of piece rate compensation into the fund). SEWA
organizers have explained the plan to us, and its structure for
collecting employer contributions resembles what I know of
multi-employer plans in the USA for construction or janitorial
workers (other industries with subcontracting arrangements and
multiple, ever shifting, employers and subcontracting). A key
part of the negotiation was SEWA workers' demand that they
maintain the right to sell their bidis/a.k.a. “work for” more than
one contractor and that their earnings be tracked across
contractors for purposes of collecting employer contributions
and receiving benefits. This was won. Based on my experience,
this is a realistic way to deal with multi-employer plans, with the
fluctuations in the work and the fact that an individual might need
to roll bidis for more than one contractor in order to earn enough.

Another key piece of SEWA's approach is to insist on tri-
partite negotiated processes both for the establishment of this
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fund and also, we see in another case, for setting a minimum piece
rate for kite makers (a second meeting). By so doing SEWA and
its leaders muster the power of public policy (however limited)
and officials to bring employers to the bargaining table. Also,
reliance on negotiation seems to enable SEWA to obtain better
enforcement of minima (through better employer compliance)
than would be possible through bureaucratic decisions only.

One final observation on bidi work: the social character of the
work is very striking. Bidi rollers “compete” with each other;
they live next to each other and sell to a contractor who lives
nearby. During our visit, when word gets to Kalavatiben's house
that one local contractor systematically undercounted bidis (that
day or that week), a delegation of SEWA sisters and organizers
goes to find him at his house in another alleyway. He is not home
but his wife is, and she is a bidi roller herself! I wonder how he
perceives his role and constraints in the face of his wife's role and
constraints.

I am left with questions about the future, as well as with
admiration for the successes of bidi workers with SEWA and for
Kalavatiben's determination:

e | don't know for sure but it seems that bidis are consumed
largely by other people with limited resources. Prices for the
product are not likely to go up so that there will be pressure on
bidi rollers to moderate their demands over time.

e Also, chewing tobacco has entered the market and begun to
compete for the same consumers. Chewing tobacco entails
little processing as it is mostly done by machine. If it crowds
bidis out of the market, there will be decreasing amounts of
work for bidi rollers. I heard reports that the volume of work
has decreased somewhat.

¢ Looking for another income-generating activity that uses the
high dexterity of bidi rollers, and enables them to also tend to
their household, will be the challenge for women and for

38



SEWA to face. (The ability to tend to the household seems
very important. All chores are done by hand and by women.)

e What will the next generation of daughters do? The 10 year
old granddaughter Pinkiben works in a garment “factory” in a
nearby alley for a few hours daily after school. It is one room
with three young adults at sewing machines, and three young
children ssitting on the floor trimming threads.

She is the last picture in my mind, staring at us seriously and
rather sadly, when we the visitors of two days wave goodbye on
our way to the car. What work will she do in the future? Will bidi
rolling be a sufficient source of livelihood for her? Will the school
that now seems to teach her few reading skills, but some math
skills, help her learn a trade different from that of her
grandmother?

Gary Fields, Personal Reflections
Reflections on My Immersion in India

I'm going to divide my reflections on my days with my host
lady, Kalavatiben, into two parts. First, I'll talk about the human
experience. Then, I'll talk as an economist.

Kalavatiben and her family are relatively fortunate poor
people. I was amazed that they lived in a cement house with two
rooms and a loft, electricity, running water, a toilet in the house.
From what I knew of the kind of work she does and the poverty of
India, I was thinking it would be a shanty without any of these
amenities. The house was in quite good shape, much better than
those of many other city-dwellers doing comparable work in
other poorly-paid occupations.

Kalavatiben exhibited an incredible sense of hospitality. She
took so much time away from her productive work to be with us
and to cook and clean. Because she works on a piece rate basis,
she couldn't be rolling bidis during those hours, and so she lost
days of badly-needed wages, which made me feel terribly guilty.
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I insisted to our SEWA facilitators that I give her money for the
lost wages, which went against SEWA policy. The compromise
we reached is that I could buy them needed provisions, which I
did. Kalavatiben was overwhelmed. "What did I do to deserve so
much from you?” she asked. My answer to her was, “You've
opened your home to us and shared all you have with us. Thisis a
small way of thanking you for all you've done.” Given her
circumstances, her generosity was extraordinary.

I was struck too by the sense of community on her street. The
more I took pictures and talked to neighbours, the more people
came out to be a part of things. They invited me into their homes,
asked for their pictures to be taken, and offered tea (and in one
case, sweets). These people may be poor financially but they
have a very rich community, much richer than we do in Ithaca
(the town where Cornell is located).

Kalavatiben has lived a life marked by great personal pain.
She was orphaned at age 3, married at age 9, and taken far away
from her home (Solanpur) to Ahmedabad at age 13. She has
suffered an abusive husband, harsh in-laws, the death of a
daughter-in-law, and has two sons who have caused much
trouble, one because of gambling and one because of drinking.
Following the death of her daughter-in-law, she also has
responsibility for two grandchildren, who live with her. She
exhibits much love for them. Her husband lives up in the loft and
came downstairs to use the toilet and eat, always by himself. 1
never saw her look at him with any kind of love or even
friendliness.

Kalavatiben said her neighbours wondered how she could
look after us. Her response to them was, “They will stay with me
and sleep where I sleep and eat what I eat.” That is what we did.
She made us a part of her family. We stayed the night sleeping on
the floor in the main room with all the others. It wasn't
comfortable but it was special. As for the eating, the food
Kalavatiben and her daughter-in-law prepared was delicious. In
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Ithaca, we have two Indian restaurants. I told Kalavatiben, “If
you could make such delicious food in our town, you'd drive
those two restaurants right out of business.”

Gary Fields, Technical Reflections

Turning to the professional side of the trip, our facilitators,
Manaliben and Shaliniben, are both labour lawyers. We were
fortunate in being able to accompany them to the Gujarat
Commissioner of Labor's Office. We sat in on two meetings, the
first to establish a minimum wage for kite-makers and the second
to establish a Provident Fund for bidi workers. We watched as
SEWA negotiated with the three employer-owners. “We”
included the negotiating team led by Manaliben, as well as
Padmaben and myselfand Kalavatiben and five other bidi rollers.
I can't even begin to imagine that in the U.S. there would be a
group of workers like this welcomed into a meeting with the
assistant commissioner of labour. Though they didn't speak, they
were there, and their very presence added a very vivid touch to
the proceedings. The negotiations were successful, so for
Manaliben and Shaliniben, it was a day of victories.

Because of what I saw on the ground, my professional
judgment about minimum wages and supplementary benefits
changed. With the standard labour economics model in mind, |
had worried that the minimum wage might hurt the very women
it was meant to help, because of a loss of jobs. In this context
though, the minimum wage does not act as a wage floor. It acts as
an aspirational target. If bidi rollers earn 36 rupees per 1000 bidis
and a minimum wage is set at 80 or 90 rupees, there would
probably be major job losses. However, the SEWA team is astute
enough to take this into account, and so they negotiate for
minimum wages, expecting that they will not be paid, at least not
now. However, the very fact that a minimum wage is set at so
(relatively) high a level strengthens SEWA's negotiating position.
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In this context, the “minimum wage” is not the usual one of an
above-market-clearing payment per unit of time. It is, rather, a
negotiated piece rate. Similarly, a Provident Fund, with
contributions from employers and workers, is also better seen as
an increase in the piece rate. Watching the employers negotiate,
they seemed to be quite unconcerned about the effect of the
Provident Fund on their costs. It appeared to me that they would
continue, as now, to buy up at the negotiated rate as many bidis as
the women produce. It seems, therefore, that these women will
earn more with essentially no effect on their employment.

Set in this way by negotiators who take full account of
possible job losses as well as earnings gains, the minimum wage
and Provident Fund are meant to help all of the women in their
respective occupations and not, as is often the case in other
contexts, insiders at the expense of outsiders. This kind of
“wage” increase is something that I favour. Without this
experience on the ground, that is not something I would have said
two days earlier.

I'will conclude with one final thought. I have long thought that
if I do my homework before I set off on a trip, nine out of ten
notions that I had before are confirmed, but it is the tenth one that
makes the trip worthwhile. That is exactly what happened this
time. Truly, this was a life experience [ will never forget.

Francoise Carré, Technical Reflections

Reflections on the Cornell-SEWA-WIEGO Dialogue at
SEWA Rural Training Centre

I came away from the dialogue with a clearer understanding
of the arguments that SEWA and other organizations that
represent low income workers encounter in policy circles in
India and in international organizations. I heard that SEWA
increasingly encounters arguments based in ‘“competitive
market” models.
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A personal observation about the day and a half of
discussions: I very much appreciated the willingness, and ability,
of all to engage with differing perspectives on issues of great
importance to each of us. A lot of headway was made on several
of the topics addressed. Rather than revisit these achievements, [
raise points that have occurred to me since the conclusion of the
dialogue.

First, the issue of how the predictions of the competitive
model regarding unemployment play out in a world where self-
employment and piece rates prevail could use more exploration.
During the discussion, there was general agreement that wage
levels that are far or noticeably (etc.) higher than the market
clearing equilibrium level will generate unemployment—of any
kind and in most circumstances. Tentative agreement was
reached with the notion that it is possible to have a negotiated
minimum piece rate because its level is determined by a
mechanism that enables the negotiators to “test the waters” on
the elasticity of employer demand for labour. (And SEWA is
savvy about studying the market and is, for example, aware of
bidi piece rates in the neighbouring state). Also, some saw
minimum wages that are not enforced (as in construction) as a
bargaining tool, enabling workers to get more than they would
otherwise.

Still, a number of SEWA representatives kept saying that the
term “unemployment” does not fully apply to the situation of
their sister workers who are mostly self-employed. Instead,
SEWA members may experience pressures to lower the piece
rate, higher rates of rejection of their output as defective, higher
cost of supplies provided by the employer/contractor, or widely
fluctuating earnings. They may not experience the “zero-one”
scenario of “unemployment versus employment.” (Also, I
speculate, they may operate in a world where, for example, all
existing bidi rollers in the city may be substitutes for each other
but no member of another caste might be hired to roll bidis, so
that employer discretion in labour deployment is not complete.)
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Inretrospect, this persisting puzzlement reminded me that the
word “unemployment” came to have its current meaning in
industrialized countries in the context of the growth of the
modern corporation and its incorporation of the workforce into
the wage employment relationship (Cf. Alex Keysar's or Robert
Salais's history of unemployment). And the economic model was
developed along modern capitalism and in the context of the
wage-employment relationship. (Early US factories used
contractors who “subbed” production to workers on a piece rate
basis and all performed their task right on the factory site without
being wage workers.)

Therefore, it may be worthwhile spending some time thinking
through the various ways that input cost pressures might impact
employer demand for labour in an environment of self-
employment and piece rates. Clearly, SEWA knows that very
high piece rates would lead to no work in many circumstances
(bidis would get done in a neighbouring state and shipped). But
what about all intermediate situations where production does not
completely stop? How do the pressures play out practically in
this world of self-employment? And what might that say about
the predictions of the economic model?

Second, I also realized that in future dialogues of this kind, it
might be good to have industrial economics topics addressed a
bit more comprehensively alongside labour topics. The tenor of
the conversation, because of its focus on labour costs and the
effects of the bargaining stance and demands of worker
organizations, ran the risk of conveying in a subtle way (though
not by design) that firms/employers operate in mostly/fully
competitive product market conditions and usually behave in
economically rational ways. In contrast, worker organizations
make demands that bump against this economic rationality (and
more often than not make less-than-rational economic
arguments).
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We ran the risk of focusing on the impacts of worker
organization—on otherwise functional competitive markets for
products and other inputs—to the risk of overlooking the impacts
of employer/firm “organization.” There may be collusion among
firms for price fixing (final products or inputs), oligopoly or
monopoly conditions. Or employers may discriminate in
economically irrational ways (e.g. construction employers don't
believe women workers can be skilled and paid more). These
topics were certainly raised in the trade discussion but received
less attention in the discussion on labour issues. Including equal
attention to the effects of these firm-side market distortions
alongside those created by worker organizations might round out
the picture a bit. It might enable SEWA to have additional
analytical tools for stating its position and role as well as for
assessing points of leverage for action.

Third, I was left wondering what might be most useful to
organizations like SEWA: tackling the assumptions of the
models of academic economists; or addressing itself to those
writers who do the most to affect the beliefs of editorialists and
others who contribute to shape the thinking of policy decision
makers. A number of times, we commented that academic
economists have moved off, or tempered, the assumptions and
predictions of the neoclassical models but that economic news
editorialists have not absorbed this shift in thinking.

Finally, in terms of future research, I am particularly
interested in thinking about “dependent self-employment” (e.g.
industrial homework)—how the notion of economic dependency
(and degrees of dependency) might be incorporated into an
operational definition, and how a reliable statistical category can
be constructed.

Also, I support the recommendation to explore policy
frameworks that allow organizations like SEWA to form, and
grow. We can conceive of the role of policy as, at a minimum,
removing hurdles in the way of such organizations, that is,
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creating conditions in regulation and implementation that do not
hinder their growth. At best, policy can actually foster the growth
of such organizations. I would welcome thinking with others on
this topic. It is also, by the way, an issue that is quite alive in US
research on organizing nonstandard/informal workers.
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Host: Dohiben
Dohiben
Traditional embroidery worker; widowed mother

Guests
Kaushik Basu
Jeemol Unni

SEWA Facilitators

Reema Nanvata
Uma Swaminathan
Saira Baluch
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Kaushik Basu, Personal Reflections
Jakotra Impressions

After driving from Gujarat's commercial capital, Ahmedabad,
for four hours, the highway meanders into a narrower, bumpier
road and the landscape is flat and parched. This is the edge of the
salt deserts of Kutch in Gujarat.

The vegetation consists of the ubiquitous babul, a shrub-like
plant that spreads all the way to the horizon. The babul, I am told,
is not natural to this region. It was planted by some government
officials to stop the spread of the desert, and it has ever since been
a losing battle for government against the spread of the hardy
babul.

For the inhabitants of the region, survival depends on a life of
perennial foraging for water and firewood. But there is another
activity for those who have the skill. That is embroidery,
especially mirror work, stitched into fabric.

I'am going to Jakotra, where [ will stay at the house of one such
craftsperson, Dohiben. Jakotra is a poor, desolate village, in the
middle of nowhere. By the time we arrive there it is night.

At dawn, a winter mist hangs low over the dusty village roads
and cows and goats stir languorously. The womenfolk are out in
their ornate, embroidered clothes, bare feet, and sets of three
progressively smaller pots on their heads, in search of water.

Jakotra is a tiny village, on the edge of the rann—the salt
deserts of Gujarat. When we arrive in Dohiben's house in Jakotra
itis already dark. A large number of villagers have gathered to see
us. All are women, the men-folk being mostly away working as
labourers in other villages. Two coir cots are pulled out for the
urban guests and the villagers squat comfortably on the courtyard
floor. I need no persuasion to sit on the cot. Somewhere during the
long journey from Ahmedabad, while chatting with Jeemol Unni,
Uma, Sairaben and Dohiben, I had asked Sairaben if there were
snakes in the region, regretting my question as soon as it escaped
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my lips. She had promptly assured me that on that score there was
no dearth. In fact, there were so many that [ may be lucky enough
to be able to see one that night itself. It turned out I was not lucky
enough but I nevertheless sat on the cot, feet off the ground.

The women, without fail, told us about how their lives have
been transformed by SEWA, which helps them market their
embroidery work and build up small savings, and enables them to
get low-interest loans. SEWA has also been instrumental in their
breaking away from the confines of caste-rules and male
domination in the household.

Dohiben's own story is typical. She was married to Ajai Aahir
and had five children. When the youngest child was five months
old, her husband died and that is when her travails began. They
were always poor but once the main breadwinner was gone, life
became a perennial struggle to stave off starvation. She would
work long hours, collecting gum from the habul, but the earnings
were so small that she feared they would perish. She began to
travel to all over Gujarat in search of work, and often had to be
away for several months at a time, leaving the eldest child in
charge of the younger ones.

She was literally saved by a senior SEWA official who, while
working in a nearby village, met Dohiben and persuaded her to
return to her traditional work as an embroidery artisan and
assured her that SEWA would help market her products in
Ahmedabad and elsewhere. Soon Dohiben became a member of
SEWA and one of its “self-employed workers.” But being a
SEWA member meant that she had to, at times, travel to
Ahmedabad. This caused eyebrows to be raised. The senior male
members of her samaj met and decided that such travels could not
be condoned and so decided to outcaste her. Dohiben, who is,
despite her quiet ways, a strong personality tells us that she, in
turn, was outraged. These men, who did not say or do a thing
when she travelled all over in search of work just to survive and
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feed her children, had the audacity to outcaste her when she
started doing a bit better for herself and interacting with city
women.

The senior SEWA officials came and spent long sessions with
the men, explaining to them the SEWA philosophy, which at root
is Gandhian, and trying to douse the crisis. Gradually the dust
settled, especially when more and more women joined SEWA
and more money flowed into the village through the better
marketing of the products, and the samaj seniors came around. In
Jakotra, where now virtually all women are members of SEWA,
the men seem to be a pretty docile bunch (there may soon be need
for a SEMA), relegated to the background. It was not that way
always, [ am assured.

As our impromptu meetings disbands, I count 38 women and [
am the only man (Dohiben's younger sons would join us much
later) and am relieved by the thought that this must make up a
little for the hundreds of reverse gender-imbalanced meetings I
have attended in America and elsewhere.

Is Globalization a Force for Good in India?"”

Over the next two days, in Jakotra and Manipur, outside
Ahmedabad, I talk to a number of village artisans about their
precarious lives. They are producing enormously labour-
intensive handicrafts and barely making ends meet. My thoughts
turn inevitably to globalization and its effect on such poor people.

It is a subject that one week later would be roundly castigated
at the World Social Forum in Bombay (Mumbai). To take a one-
sided view on globalization seems wrong.

The reason why artisans like Dohiben are better off today than
10 years ago (and they readily admit this) is because of the merits
of globalization. If they had to sell their products only in the
neighbouring villages, the demand would be tiny and prices

" A version of this second portion of Kaushik Basu's Personal Reflection
originally ran as a piece on BBC Online, 16 February 2004.
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abysmally low. This is true at a more macro level as well. The
handicrafts sector has been a major beneficiary of India's
globalization.

Villagers' Fears

Research by Tirthankar Roy and Maureen Liebl shows that
the export of handicrafts has surged since the reforms of 1991,
with its share in India's manufacturing exports more than
doubling during the last decade.

The number of people employed in the handicrafts exports
sector grew from just under four and a half million to nearly 10
million over the same period. At the same time sitting in Jakotra I
could not dismiss the palpable anxiety of the villagers that they
will eventually be out-competed by mechanized, large-scale
manufacturers from far and wide.

The Indian government used to guard against this risk by
declaring that certain products must only be produced in the
small-scale sector. Such policies may have been fine earlier but is
folly in today's global village, since other nations can go for
cheap, large-scale production of those goods and export them to
India. So, although globalization has so far served the handicrafts
sector well, there is no denial that some of these products will
come under attack and India will not be able to ward that off.

Action Plan

Unless one is a market fundamentalist, one is forced to
confront the question: What should the government do? First, it
will have to spread education so that workers are able to shift
from one sector to another as demand shifts. Second, it will have
to provide a system of social security to protect the poor against
new competition and adjustment unemployment.

Instead of opposing globalization or leaving it all to the
market, pressure should be put on government for those kinds of
limited interventions which provide shelter for the groups at risk.
Such apolicy is pragmatic.

51



Globalization and technological progress are the outcome of
individual actions of millions of people. It is doubtful if there is
any government, organization or corporation that can stall it,
certainly not the governments of South Asia. This being so, it is
better to channel India's energy to counter its possible negative
fall-out. To pit oneself against a phenomenon where one has no
chance againstitis to court failure.

Jeemol Unni, Personal & Technical Reflections

Our two-day EDP was divided clearly in two parts. The first
was the visit to the remote border village in the drought prone
area of Patan district, to the home of the traditional embroidery
worker, Dohiben. The second was following Dohiben on her
exposure visit through the garment value chain; a garment
production chain had been set up by SEWA to link the products of
women embroidery workers to the export markets.

Life in a Remote Village

Dohiben was a widow with four children. She looked well
above 60 years of age, but after some quick calculations based on
the age of her youngest son, Kaushik Basu and I settled for about
48-50 years. In this drought prone area, the last year had
exceptionally good rainfall, due to which they had a bumper
cumin seed jeera crop. None of the male folk were visible when
we arrived at night, presumably because they were guarding the
precious crop and slept in the jeera fields.

What was most visible about Dohiben's house was the
“community” around. In this crowd it was impossible to tell who
actually lived in this house. We had to specifically ask for the
daughter-in-law of the house, who turned out to be a young girl of
maybe 18 years. Dohiben, as she recounted the next day, was
quite touched by our efforts to seek out her family and understand
her problems.

What I observed about the family was the calmness with
which they withstood the invasion into their privacy. The
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hospitality of the family, from the delicious food at night, the
sleeping arrangements made and the hot water the next morning
for bathing, was provided without making much ado about it.

I was very conscious of the fact that we were in a very water
scarce region of the state. All of us using all that water in the
morning got me quite agitated. After enquiring about the source
ofthe water, which was a pipeline coming from kilometres away,
all of us took a pot each and walked to the underground tank in the
village where this water was stored. We replenished the water we
had consumed at Dohiben's house, much to the amusement of the
villagers.

Water, it is said, will be the cause of the future wars in the
region and definitely the source of strife between states within
federal India. Most of my write up has focused on water, because
without it, sources of livelihoods in this remote area are almost
non-existent.

The Global Value Chain

This brings us to the theme of the second EDP, and the
traditional skill of Dohiben and other women in Jakotra. SEWA
has clearly identified the otherwise dying traditional skill of
these women, embroidery, as the major source of livelihood that
keeps them going when the rain gods play truant year after year.
However, where are the markets for these goods?

The next day we followed Dohiben on her exposure tour of
the National Institute of Fashion Technology (NIFT) at
Gandhinagar, where SEWA was training a whole team of women
garment workers in a garment factory. These garments would be
embroidered with the intricate work of women [who live] in
Dohiben's village and nearby villages.

The Value Chain in construction, part by part, is depicted
below:
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Embroidery Garment Production
work in the |:> park in |:> unitin
village nearby town Ahmedabad

Unnat

Export Bazaar Trade
markets <:| SEWA (a <:| Facilitation
abroad non-profit Center

company)

The rest of our EDP was a quick walk through the various
elements in this value chain with Dohiben. While Dohiben
constitutes the beginning of this chain, many other members of
SEWA are engaged in the construction of the rest of this chain to
link Dohiben's products to the international markets. The
garment park in the nearby town will house the women
embroidery workers under one roof to increase their
productivity; the production unit in Ahmedabad will be set up in
one of the closed textile mills; the Trade Facilitation Center will
hunt for the export markets; Unnat Bazaar SEWA will be the
company where all the workers, from Dohiben to the production
workers in the factory and others, will be share holders.

Obviously the questions were running fast and furious in our
minds, but we were convinced after many group discussions with
the women involved in the various parts of the chain, that SEWA
will make this production chain areality and a success.

Kaushik Basu, Technical Reflections

One abiding concern of the artisans of Jakotra is that, with
globalization, their craft—embroidery with mirror works—will
come under competition from large-scale, machine-made similar
products and that will be their undoing. This came up in my
conversation with Chauriben, Puriben and, less articulately,
Dohiben (who with all her guests must have had enough
distractions on hand). Implicit in this discussion was a censoring
of globalization.
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The rest of our EDP was a quick walk through the various
elements in this value chain with Dohiben. While Dohiben
constitutes the beginning of this chain, many other members of
SEWA are engaged in the construction of the rest of this chain to
link Dohiben's products to the international markets. The
garment park in the nearby town will house the women
embroidery workers under one roof to increase their
productivity; the production unit in Ahmedabad will be set up in
one of the closed textile mills; the Trade Facilitation Center will
hunt for the export markets; Unnat Bazaar SEWA will be the
company where all the workers, from Dohiben to the production
workers in the factory and others, will be share holders.

Obviously the questions were running fast and furious in our
minds, but we were convinced after many group discussions with
the women involved in the various parts of the chain, that SEWA
will make this production chain areality and a success.

Kaushik Basu, Technical Reflections

One abiding concern of the artisans of Jakotra is that, with
globalization, their craft—embroidery with mirror works—will
come under competition from large-scale, machine-made similar
products and that will be their undoing. This came up in my
conversation with Chauriben, Puriben and, less articulately,
Dohiben (who with all her guests must have had enough
distractions on hand). Implicit in this discussion was a censoring
of globalization.

I find myself caught in a dilemma. I cannot side with the
market fundamentalist economist, who will say: “So be it. In our
ascent to the Paretian peak some will, inevitably, fall by the way
side. Just look the other way.” Nor can [ ignore the fact that at one
level it is globalization that brought the level of prosperity
(whatever little it be) that one sees today in Jakotra. It is the
ability to sell their embroidery far and wide—and there is an
effort afoot to market it abroad—that has increased the demand
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and hence the price. Indeed there is some evidence that the
handicrafts sector has boomed during the post-liberalization
phase of the Indian economy, that is, from 1991 onwards.
Handicrafts exports rose from being 2 per cent of India's
manufactured exports to 5 per cent during the last decade.

At the same time it is true that one day, some manufacturer
will almost certainly manage to produce more or less similar
products at lower costs by using lots of machines and few human
beings. What happens then? How does one protect the artisans of
Jakotra, and indeed the tens of thousands of other handicraft
producers spread all over India?

Traditionally, what the government of India did was ban
certain goods from being produced large scale. This protected
small craftspersons but may not be a good policy anymore in this
age of globalization. The reason is that the Indian government
can stop Indian entrepreneurs from large-scale factory
production but not the Chinese or the American entrepreneurs.
Under such circumstances, such a law amounts to tying the hands
of your own producers behind their backs and asking them to
compete.

What then does one do? Should government allow free trade
(which increasingly India will anyway be forced to do because of
World Trade Organization requirements) and large-scale
production but subsidize small-scale handmade goods? What
about the fiscal deficit? I feel it is okay to use some limited
subsidies and think of cuts in expenditure elsewhere. But most
importantly, I think it is time to think of social welfare and some
minimal social security. This will enable workers to acquire new
skills and be flexible in this age of change, globalization and
technical advance.

Another question which I felt is worth discussing is child
labour. There is increasing global pressure to boycott any product
that has a child-labour input. But in these village crafts it is
difficult to avoid child input. After school hours, children do help
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(and learn) these crafts. Moreover, even where children do not
work, it will be difficult for people like Dohiben to persuade
international labelling agencies that children do not do any of the
work in the production of their crafts. Should we therefore
oppose labelling? In Pakistan lots of small producers of soccer
balls had to close down precisely for this reason. As development
analysts, what should our line be on matters like this?
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Host: Kamlaben

Kamlaben

Manual labourer in tobacco fields and factory;
widowed mother; SEWA organizer

Guests
Marty Chen
Ravi Kanbur

SEWA Facilitators

Joyti Mecwan
Lena Vyas
Lalitha Vasava
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Ravi Kanbur, Personal Reflections

ATypical Scene

The front room of Kamlaben's house, Napad village, Kheda
district, Gujarat state. You enter the front room from the verandah,
and the front room leads to the back room of the two-room house.
We are sitting on the floor—Martyben, Kamlaben, Jyotiben and
Lenaben. Martyben and I are the outsiders. Jyotiben and
Leenaben are SEWA organizers. Two others are watching and
listening from the back room—Kamlaben's two sisters.

We are finding out about Kamlaben's life and her struggles.
Married at two, living with her husband at thirteen, first child at
fifteen. We learn about two children who died due to inadequate
health care. We learn about the death of her husband, and ill
treatment from in- laws that is the lot of widows in India. [ am
quiet—unusual for me. Martyben is asking the questions.
Without having discussed it, we know that such questions are
best put by a woman.

The door to the front verandah has been closed against the
evening winter chill. It opens and in streams a family of women,
children in tow. They have heard that there are guests in the
village, and they have come to meet and greet.

The news of guests in the village spread fast, and it is easy to
guess why. Earlier in the day we were walking to the shop where
Kamlaben buys her provisions. Martyben's fair complexion and
light coloured hair was of course attracting a lot of attention.
Young children stopped flying kites and fighting to stare. Old
men started talking to each other, animated. I imagined the
conversation they were having:

“So, who is that white woman surrounded by all those Indian
women?”

“Oh that. You know there's an election coming. Congress
wants to win here. That must be Sonia Gandhi.”
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“Yes, and that Indian man next to her, the one in the black
trousers and blue shirt who nods at everything she says—he must
be her Commando bodyguard.”

My mind drifts back from the imagined conversation to the
scene in front of me, a typical scene of friends visiting friends.
The women have settled down on the floor, arms linked with
Kamlaben and her sisters. Attention is focused on the youngest of
the children in tow—a six month old baby girl. She is passed
around for hugs and admiration. She is of course passed to
Martyben, and then after a while the mother takes her back,
worried that the baby is about to do what babies do.

A typical scene. Except that the baby's name is Hina and the
mother's name is Mumtaz. This is a Muslim baby being passed
around a Hindu house for hugs and kisses. A house in a district
that was racked by the communal riots of 18 months ago. The
conversation naturally turns to the riots, in which unspeakable
acts of communal violence, rape and murder were committed.
But there was no trouble in Napad. The visitors said that
Kamlaben had told them to come to her house if there was any
trouble. Any Hindu who came after them would have to deal with
her first. And Kamlaben said the same about her
neighbours—their Muslim house would be a sanctuary for her.
Ever since the organized communal violence in Gujarat [ have
been searching the Internet, almost obsessively, for journalistic
reports of individual acts of courage and kindness in the middle
of the mayhem. Sitting on Kamlaben's floor I realize I can stop
my search. [ have found my own story.

Unclean analytical thoughts keep bubbling up in the face of
this purity of the human spirit. This is a Muslim-majority village.
But the Muslims are in a minority in the surrounding area.
Rational choice calculations might then suggest that Hindus and
Muslims in this village might actually behave in this way. My
thoughts turn also to work I have been doing with Indraneel
Dasgupta on mathematical models of communal division and
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tension. I think back to one of our models, in which cross
communal activity lessens communal tension. The women in the
room all belong to SEWA, and are part of the SEWA savings
group and other groups. I realize that [ am sitting in the middle of
our theoretical proposition. I also get excited about how one of
our models can be modified based on the realities I have
observed, leading to a new model, a new paper, and a new
publication in a refereed journal—the holy grail of academic
existence.

Analytical thoughts erupt uncontrolled for a while. Such
eruptions are an occupational deformity of the academic mind.
But I suppress them for now. Let me savour what [ am seeing in
Kamlaben's front room, a scene that is typical as it unfolds, and
yet so remarkable because it is happening at all.

Marty Chen, Personal Reflections
Dukh (Sorrow) and Sukh (Happiness): In Unequal Measures
I.Kamlaben's Story

My name is Kamlaben Chaganbhai Vankar. I am from Napad-
Wanta village. I am 48 years old, having been born in 1956. My
life has been full of dukh (pain)—dukh has been my constant
companion. But my dukh has given me strength (hemat or shakti)
as well as, people say, good qualities (gun). In recent years, my
life has been filled with sukh (happiness) as well.

I was the 13" of 13 children. My parents were landless
labourers from a Harijan community, the Vankars. As was the
custom in our caste, I was married when [ was only 1.5 years old.
One of my older sisters carried me on her hip around the
ceremonial fire during the wedding ceremony. My husband was
12 years old when we married. I spent my childhood—until I
reached puberty—in my parental home. As the youngest, I was
everyone's favourite—especially my mother's. I went to school
for two years.
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When I was 12, I moved to my husband's home. His
parents—also landless labourers—taught me how to work in the
tobacco fields and factories. Our first child, a son, was born when
I was 15. We had four more children over the next decade or
so—two sons and two daughters. But our first son died of
measles. When I was pregnant with our fifth child, my husband
died. He had been ill and blind for one year. I was in my late 20s at
the time. Soon after, our fifth child—our second daughter—died,
also of measles.

Widowed at a young age with three young children to raise,
my life was very difficult for some time. I continued to work in
the tobacco fields (which is back-breaking work) and in the
tobacco factories (where the dust clogs our lungs). I was
expected to live in my father-in-law's home: his wife—my
mother-in-law had died some years before. But my father-in-law
constantly harassed me, asking for money and accusing me of
promiscuity. Other male relatives of my late husband also
harassed me, until my sons were old enough to fight back on my
behalf. At one point, I returned home to live with my parents for
some time. But, as our society expected me to do so, I eventually
returned to live in my father-in-law's home.

When my life became intolerable again, I told my father-in-
law that I was going back to my parent's home. He and his
relatives taunted me, saying “She's going home to marry her
brother.” I felt so ashamed and despondent that I tried to throw
myself into a well. But a Muslim neighbour rescued
me—catching hold of my long braid of hair as I was about to
throw myself in. When he carried me back to my father-in-law's
home, my father-in-law asked, “Why did you bother to rescue
her?” I wouldn't wish the life of a widow on anyone, not even my
enemy.

In recent years, especially since I joined SEWA, I have found
some peace and happiness. It has always been in my nature not to
quarrel with anyone or to complain. Even when my father-in-law
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would harass me, I always left the house with a smile on my
face—I kept my sorrows (my dukh) to myself. I get along with
everyone—including my Muslim neighbours. They help
me—they take care of me when I am sick. One of my Muslim
friends—an older woman—comes to massage my forehead
when I have a fever. A young Muslim man donated blood for me
when [ was seriously ill a couple of years ago.

Since becoming a local area leader (agewan) for SEWA, I
have had the opportunity to travel to other villages and to other
states of India. I have learned a good deal and gained a lot of
respect in my village and elsewhere. With loans from SEWA, I
have bought the bricks and cement needed to build two adjoining
huts for my sons: on a plot of land that my husband and I were
allotted years ago under a government scheme for Harijans. The
plot is adjacent to my in-laws' house where I live. With a loan
from SEWA, I recently bought a cell phone which will come in
handy, especially in the organizing work I do for SEWA. Once
before I had a cell phone, when I was visiting a near-by village at
night, two men started following me. To avert them, I reached
into my bag and wrapped a small notebook in a handkerchief to
look (at least in the dark) like a cell phone and pretended to call
the police.*

Some of us in the SEWA savings association recently formed
a bhajan (devotional song) association. We thought it would be
nice to be able to sing and pray to god together—we meet three-
four times a month. We collected donations from our employers
to buy cymbals and drums. We plan to apply to the government,
which has a long-standing fund for bhajan mandalis such as ours,
in order to buy some larger instruments as well.

For the last 10 years, I have always worked with the same
gang of seven co-workers—all members of the local SEWA

* The local word for the most common form of handbag is thaili.
The nickname in SEWA for cell phones is thailiphone, as the women carry
the cell phones in their thaili.
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savings society. We get along well and try to lighten the load of
work by singing, telling stories, teasing each other, and making
jokes. Our gang includes the husband of one of my co-workers.
He prefers working with our gang rather than a male gang as, he
says, we have more fun. Our gang also includes one Muslim
woman—who also prefers working with us—rather than with
other Muslim women. Recently, one of our employers (malliks)
cheated us of 50 rupees—he claimed that the tobacco field that
we had weeded was only 3.5 bighas (not 4 bighas). We have
taken a vow not to work for him again—unless and until he
returns the 50 rupees.

Our current employer is mild-mannered and trusting. He lets
us take breaks during the day. In one month (early February), the
tobacco fields will be harvested. Until then, we have two more
rounds of weeding to do in his fields. From March until the
monsoon rains come, we will work in the tobacco
factories—feeding tobacco leaves into machines that chop and
sift them; and collecting the chopped leaves and powder into
gunny sacks. The field work is back-breaking: as it involves
bending over plants row after row under the hot sun—to pluck
off new unwanted shoots (called peela). The factory work is bad
for our health—as the factories are filled with the soot and dust of
the tobacco leaves. For both kinds of work, we earn about 35
rupees a day—sometimes 40 rupees a day.

Although the work is arduous, we need work. But many of the
factories are getting mechanized. While non-mechanized
factories hire over 100 workers, mechanized factories hire only
12-15 workers. Also, many farmers are converting their tobacco
fields into sugar cane, banana, or potato fields. These crops do
not require the regular weeding—or pruning—that the tobacco
crop does. So there is simply less work available—and we worry
about the future.
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Just a few months ago, my daughter, Raksha, was married. In
our caste, we practice bride price, not dowry. But I decided not to
ask for a bride price—as [ knew [ wouldn't be able to offer a bride
price when my sons get married. Her marriage cost 42,000
rupees: [ only had to borrow 6000 rupees (from SEWA). Between
us, my two sons—one is a truck driver, the other a vegetable
vendor—and I managed to save 36,000 rupees. In part because I
did not demand a bride price, and with the help of my sister's
husband, I was able to find a good husband for my daughter. His
family is better-off than ours. Now, my only dukh is how to get
my two sons married as [ can't afford to pay the bride price.

I1. Martyben's Reflections
Personal Pain, Courage, and Resilience

Kamlaben's personal story was all too familiar to me, as I had
conducted a survey of all ever-widowed women in 14 villages in
India (two each in seven states) in the early 1990s. The courage
and resilience that so many widows display is clearly bolstered
by—and can only be transformed into real economic and social
power with—the backing of solidarity, friendship, and
bargaining power that comes with belonging to an organization.

Being a Member and Leader of SEWA

In Kamla's case, being a member of SEWA has meant having
access, for the first time, to savings, loans, and knowledge of the
wider environment. Further, being a local leader for SEWA has
meant having opportunities, for the first time, to travel beyond
her natal and conjugal homes, to receive training and education
(she is now literate), to gain respect in her own community and
beyond.

Tobacco Industry

Having been exposed to the reality of life and work of bidi
rollers, I was pleased (if that's the appropriate word) to have the
opportunity to observe the earlier stages—the backward linkages
—in the industry: both the field work (learning for the first time of
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the need to weed or pluck the tobacco plants at regular intervals);
and the factory work (experiencing first-hand, albeit a very
limited exposure, the legendary dust and pollution of the tobacco
factories). What also struck me is how uniform the wages or
earnings are across all stages of the industry—from planting,
weeding, harvesting, leaf processing, cigarette rolling — for those
who do the hard physical labour: workers in all of these stages of
the industry earn between 30-40 rupees per day. Admittedly, the
bidi rollers in Ahmedabad might not be earning 31-32 rupees per
day if it were not for the organizing and negotiating efforts of
SEWA.

Sense of Community

Throughout our visit with Kamlaben, I was reminded once
again how most people in India live out their lives surrounded by
family and community. There is, of course, a dark-side to this
social embedded-ness, as illustrated by Kamlaben's treatment as
a young widow by her in-laws. But there is also a bright side, as
illustrated by the endless flow of visitors (mainly neighbours,
both Hindu and Muslim) through Kamlaben's home. While Ravi
and I were there, many of them dropped by to see the foreign
visitors. But there was such a natural comfort-level between the
visitors and Kamlaben, that I felt she receives visitors quite often
and always with the same natural grace. We heard several
testimonials to Kamlaben's character and friendship—mostly
from Muslim neighbours and her Muslim co-worker in the
tobacco fields. Also, the enthusiasm and joy with which
Kamlaben and her friends sang and danced during the bhajan
(devotional song) session the first evening of our visit was
palpable. On a personal level, I miss the social embedded-ness of
living in India. In the USA, the pace of life and the
preoccupations of work mean that get-togethers with friends, and
even family, often have to be planned well in advance.

66



Ravi Kanbur, Technical Reflections
Some Issues Emerging from the EDP

I want to highlight three issues that stood out for me from the
exposure to Kamlaben's life:

1. displacement of manual workers by technology
2. cross-communal economic activity and communal peace
3. therole of people's organizations like SEWA

These issues are not of course new. But they appear in stark
reliefagainst the realities of Kamlaben's life.

Technology and Manual Labour

Kamlaben is landless. She is a manual tobacco worker. In the
growing season she works in the fields. In the processing season
she works in tobacco factories. Both types of work are unpleasant.
I learnt the meaning of the term “backbreaking labour” after
spending a day with Kamlaben in the tobacco fields. She worked
the full eight hours. I did four and felt the effects for days
afterwards. We also visited a factory that Kamlaben works in
during the processing time—at this time the factory was only
processing “tobacco powder.” I could not breathe because of the
fine tobacco dust and had to come out.

The work 1s unpleasant, but it brings in income. However,
technological change is dramatically reducing the need for
manual labour in the factory and in the fields. We heard anecdotes
of 500 workers being replaced by 50 in some tobacco factories.
While it is difficult to think how the pruning of tobacco leaves
(which is what we were doing with Kamlaben) could be
mechanized easily, there are now chemical treatments that do the
job. This practice has already begun in the area.

Economic analysis tells us that such labour saving technical
change will in the short run create unemployment and in the long
run reduce the wages of manual labour. In days gone by we might
have discussed working on the labour demand side by “banning”
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such technological advances. But we are in a different time now,
and in any case it is not clear whether the bans worked in the good
old days, or whether they simply created rents for those who were
meant to enforce the ban but did not, for a consideration.

What to do? On the demand side there is the option of waiting
for labour demand to pick up because of general economic
growth. New vegetable crops are coming in Kheda district,
fuelled by urban demand, which is in turn fuelled by overall
growth. All the more reason, it is argued, not to stand in the way of
economic liberalization. The rising tide will eventually lift all the
boats. Thereby hangs a debate, but [ want to set that aside for now.

On the supply side there seem to be two options: (i) migration
to areas of high manual labour demand, and (ii) training of
manual workers in skills that are newly in demand. On the latter,
there are two aspects—general education, and specific training.
Specific training is what we are effectively talking about for cases
like that of Kamlaben. But it has to be specific training targeted
towards emerging opportunities, which is then retargeted as the
pattern of labour demand shifts again.

Such finely tuned and rapid shifts are not possible with a
government organization. What is needed is a people's
organization like SEWA, but they will in turn need help from
state organizations not just in terms of funding but information on
market and technology trends. The SEWA Trade Facilitation
Center is one example, but it is targeted to women who have craft
skills. This is not the answer for women like Kamlaben, who have
been manual workers and do not have traditional craft skills.

I do not think we have an analytical framework that can help
guide a discussion of such specific and targeted training for
manual workers (there is a lot of course on general matters like
literacy and primary education). But this will be important in the
coming decades as shifts in technology and markets may well
render women like Kamlaben destitute even as there is average
improvement in well being in the country.
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Communal Peace

Events in Gujarat have shown how fragile communal peace is.
The divisions that erupted in Gujarat 18 months ago were
religious. But other communal divides of caste, ethnicity, tribe
and language are ever present, in India, Africa, and elsewhere.
How is communal peace maintained? The importance of macro
factors, government enforcing rule of law for example, is crucial.
But micro level collaboration across communal groups in social
and economic activities is also important. Ashutosh Varshney
makes this argument convincingly in his book Ethnic Conflict
and Civic Life (Yale University Press). Indraneel Dasgupta and |
explore this issue theoretically in Bridging Communal Divides:
Separation, Patronage, Integration and related work. In his
paper Tribe or Nation? Ted Miguel also touches on this.

The role of people's organizations like SEWA-—quite apart
from any social (in the case of SEWA, Gandhian) ideology they
may have—in bridging communal divides through -cross-
communal economic activities needs to be explored. In particular,
the role of trade unions in bridging communal divides, by
providing acommon economic project, a cross-communal public
good, needs to be set against any efficiency losses that might be
incurred as suggested by standard economic theory. This
“Harberger triangle” of inefficiency needs to be set against the
“Okun gap” of communal tension. Indraneel and I will be
working on this over the next year.

People's Organizations

Exposure to Kamlaben's life highlights the importance of non-
party-political people based organizations like SEWA. As noted
often during the dialogue, there is no shortage of government
schemes targeted at people like Kamlaben. Indeed, she has been
the beneficiary of a housing scheme for the poor—in fact, there
were three government schemes available, and she explained to
us why she chose the one that she did. What is needed, however,
are intermediaries like SEWA to help access these schemes, to
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channel and modify them if necessary to help their members, and
to hold government accountable.

The central policy question then is—why are there not more
organizations like SEWA? What are the constraints that
organizations like SEWA face in growing to meet the enormous
demands put on them? What sort of policy framework
encourages the emergence of organizations like SEWA? Is the
current policy framework in India adequate? These issues are
important but hugely under researched. I believe that emerging
out of the Cornell-SEWA-WIEGO EDP should be a programme
of work on understanding, analytically, the successes (and
failures) of people-based organizations, leading to a programme
of policy and regulation reform that would make it easier for
organizations like SEWA to emerge and to prosper. Indeed, sucha
reform might be a key part of a second generation of “pro-poor”
reforms in India in the coming decade.

Marty Chen, Technical Reflections

Points of Disconnect and Convergence — And Fundamental
Differences?

The Cornell-SEWA-WIEGO EDP was an important first step
in bridging the gap or disconnect, as Ravi Kanbur puts it, between
the assumptions of neo-classical economic theory and the reality
of work, specifically for workers in the informal economy and
especially for women. On behalf of WIEGO, and also personally,
I am very grateful to Ravi Kanbur for his willingness to help
bridge this gap or disconnect; to our mainstream economist
colleagues for their willingness to engage in this unique
exposure-dialogue; to Karl Osner for his willingness to
contribute to the adjustment of his EDP methodology to suit the
purposes of this specific exposure-dialogue; and to our SEWA
sisters—both organizers and “host ladies”—for their willingness
to open up their homes, work experiences, minds and hearts to all
ofthe non-SEWA participants.
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I. Points of Disconnect

What follows is a stylized version, as I see it, of the disconnect
between the assumptions of orthodox neo-classical economics
and those of most WIEGO researchers and SEWA organizers.

Orthodox Economics

Most orthodox neo-classical economists subscribe to the
following assumptions on labour and development, namely:

e labour is just another factor (like capital, land, or any other
good)

¢ labour markets behave just like other markets

e markets are perfectly competitive (with no asymmetries of
power or information)

e labouris perfectly mobile (at least within countries)
e employers all seek to maximize profit

e inflexible labour markets—specifically, wage
rigidity—have adverse effects: notably, increased
unemployment

e systems, structures, processes, and technology choice are
largely given (non-negotiable or changeable)

e trade liberalization is good for development and for labour

Based on these assumptions, the ready prescription of
orthodox neo-classical economists for developing countries with
chronic unemployment or underemployment is to abolish
minimum wages, lower wages, eliminate job protection, and
delink social protection from employment. In so doing, they tend
to emphasize greater efficiency in economic policy and to
overlook the risks, vulnerabilities, and volatility associated with
economic reforms and globalization. More fundamentally still,
they tend to de-link issues of efficiency and distribution: putting
the primary focus of economic policies (including labour market
legislation) on efficiency and handling issues of distribution
through general legislation aimed at redistribution.
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Some of this disconnect may be attributable to the fact that
most orthodox labour economists, at least in developed countries,
have focused primarily on so-called “standard” employer-
employee relations. In their preoccupation with “standard”
employment relationships, they tend to overlook non-standard
wage employment and, more so, self-employment. In regard to
non-standard employment, mainstream labour economists
emphasize that a wider variety of arrangements allows a better
match between the increasingly heterogeneous preferences of
workers and the varied requirements of firms. Any deterioration
in wages, benefits, and advancement opportunities for workers is
presumed to be offset by flexibility, including the enhanced
ability to coordinate work with family obligations. Those who
pay attention to self-employed tend to assume that the self-
employed enjoy higher average earnings than standard wage
workers although they do not enjoy employer contributions to
social security.

SEWA-WIEGO Perspective

Most WIEGO researchers and SEWA organizers subscribe to
an alternative set of assumptions on labour and development, as
follows:

e labourisnotjustanother factor

e labour markets do not behave just like other markets

e most markets are not perfectly competitive (due to
significant asymmetries of knowledge and power)

e labour is not perfectly mobile (even within countries)

e capital is perfectly mobile (both domestically and
internationally)

e employers do not necessarily seek to maximize profitonly
o flexible labour markets have adverse effects on workers

e inflexible labour markets—through minimum wage
interventions—do not necessarily increase unemployment
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e systems, structures, processes, and technology choice can
be changed through negotiation (especially if workers are
organized)

e trade liberalization has potential benefits but also tends to
marginalize certain groups
What is needed, from our perspective, are new concepts and
theories—as well as statistical classifications and methods—to
reflect and capture real world realities: specifically, to capture the
full range of employment status categories, of employment
relationships, and of employers.

I1. Points of Convergence

The mainstream economists who participated in the EDP do
not necessarily subscribe to all of the orthodox assumptions
outlined above. Also, all of the EDP participants shared a concern
about the welfare of workers. Some of the disconnect between the
perspectives of the various participants—which were not as
marked as the stylized disconnect outlined above—stemmed
more from differences in analytical and empirical methods used
(e.g. different units of analysis and time-frames) than from
differences in goals or objectives. Further, the mainstream
economists who participated in the EDP reflected a range of
perspectives. Indeed, some of them are working on the frontiers
of economic theory and, therefore, do not subscribe to all of the
orthodox assumptions outlined above.

One of the fundamental sources of disconnect relates to the
“unit of analysis.” Economists, especially policy economists, are
called upon to consider the economy—and the workforce—as a
whole. Since virtually all policies create winners and losers, as
Ravi Kanbur explained, economists cannot take a “do no harm”
policy stance—as this would only lead to paralysis. Instead,
many policy economists follow the “compensation principle”:
namely, to adopt policies such that the gains of the winners could
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compensate the losses of the losers. SEWA organizers and
WIEGO researchers tend not to consider the economy—or the
workforce—as a whole. But, rather, to look at specific
groups—notably, informal workers and women in particular—in
specific trades and industries; and to look at the winners and
losers within these trades or industries. While they understand
that there are winners and losers under most policies, they tend to
focus on the losers; and to promote policies that would assure that
the winners will compensate the losers.

By the end of the EDP, it was not clear which of the orthodox
assumptions outlined above are now considered outdated and
which are still widely held, or by whom. But a consensus among
the EDP participants seemed to emerge around the following:

e labouris notjustanother factor

¢ labour markets do not behave just like other markets

e markets are not necessarily competitive (asymmetries of
knowledge and power exist)

e labour is not perfectly mobile, especially in traditional
societies (in which occupations, roles, and responsibilities
are ascribed by caste and gender)

e capital is far more mobile than labour, especially trans-
nationally

e negotiated settlements with employers are difficult but
possible (especially if workers are organized)

e minimum wage interventions—provided the wage is not set
too high and is not strictly enforced—do not necessarily
increase unemployment

e systems, structures, processes, and technology choice can
be changed through negotiation (especially if workers are
organized)

e trade liberalization has potential benefits but also tends to
marginalize certain groups
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II1. Fundamental Differences?

It was not clear, at least to me, whether all of the differences in
assumptions or perspectives between orthodox economics and
heterodox social science can be overcome. This is because there
are fundamental differences in a) how we are trained to think and
doresearch; b) what unit of analysis and time-frame we use in our
research; and c) the basic objective of our empirical research and
analytical work.

The fundamental differences between orthodox economics
and heterodox social science, as practiced by myself and others in
the WIEGO network, can be schematically presented as follows:
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Training and
Methods

Research
“Stance”

Research
“Objective”

ORTHODOX
ECONOMICS

Deductive

Empirical = testing
models using
existing data sets

Use of data

Predictive power

Whether macro
policies are
good for the poor

Long-term future of
low-end trades

Process/system
as given

Changing models
(need for clarity)

HETERODOX
SOCIAL SCIENCE

Inductive

Empirical = detailed
field work to produce
new data sets

Production of data

Descriptive power

Which micro policies
are good for the poor

Present reality/needs of
low-end trades

Process/system
as changeable

Changing systems
(need to recognize
complexity)

In conclusion, the EDP helped me identify and understand the
points of disconnect, convergence, and fundamental differences
outlined above. On a personal level, I am grateful to our
mainstream economist colleagues for listening so carefully and
responding so thoughtfully and clearly to my many concerns. I
look forward to a continued dialogue on these and related issues,
particularly as they affect the working poor.
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Host: Kesarben

Kesarben

Small farmer, with her husband and two sons,
of vegetables in Chekhalu village

Guests
Carol Richards
Karl Osner

SEWA Facilitators

Renana Jhabvala
Krishna Dave
Chandrika Patel
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Carol Richards, Personal Reflections
Chekhalu Village, Gujurat State

Kesarben, thin as a rail, darts energetically around the field in
her sari, checking on the family vegetable plants interspersed
among the tomato crop being harvested for the city market. On
this morning there are two calves in a wattle hut, two very large
bullocks at the field's end, and ten tomato pickers if you count the
five visitors who refuse to behave like guests and insist on
helping to pick. Kesarben works constantly. She has a mission: to
pay off the mortgage on this field. She and her husband
Sardarkhan recently mortgaged half their land to pay the bride
price for their youngest son.

The guests are given a tour of the village at dusk. We
encounter a dusty cluster of mud huts and are told: those are the
people who have a very bad life. What is a very bad life? They
have no land to farm. They do not always have one meal a day.
They have no tea, no sugar. They are a quarter to a third of the
village.

Kesarben grew up without land, tea and sugar. She missed
school entirely in order to raise her infant brother while her
mother and father went out as day labourers in the fields.
Marriage before puberty did not improve her economic security
until the birth of a son, her second child. Around that time her
husband's father gave the family two and a halfacres of land. This
field now helps support two sons and their new wives, who share
the work.

Kesarben told us, “I have a brain of the fields.” What does this
mean? Perhaps she means that the fields are all I know; I don't
know other things. Yet, there seems another layer of meaning
incorporating pride: this is who I am; my thoughts and
understanding are shaped by the fields—with all the demands
and opportunities these fields bring.
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First lesson: The way to escape a very bad life is to hold onto
the field.

Second lesson: Fields may be necessary for economic
security, but they are not sufficient. Other challenges face the
villagers, such as: drought and a rapidly falling water table;
population pressure; accidents and health crises; and, of course,
the tragedy of sectarian violence that engulfed the region recently.

To better understand the economic prospects of Kesarben's
family, it is helpful to have a broad “political economy”
framework that includes consideration of trust, reciprocity and
collective effort that supports cooperation over conflict. Where
do we find reciprocity and cooperative effort in Chekhalu village?

Two Examples

The sarpanch (village head) is also head of the agricultural co-
op in the village. The co-op was founded 50 years ago by his
father according to Gandhian principles and practices. Chekhalu
is a village of approximately 4,800 and has no police force.
During the recent tragic riots in Gujurat, the sarpanch acted fast to
set a curfew enforced by himself and the panchayat [the elected
council], with help on the second night from a small police
contingent from the larger town some 20 minutes away. There
were no casualties in this village, where one third of the families,
including Kesarben's, are Muslim.

SEWA, also founded on Gandhian principles, is very active in the
village. SEWA has established a milk co-op; created savings and
credit associations that make possible other economic enterprise
such as a tree nursery; and has established a wholesale vegetable
market stall in the city to reduce middleman costs to the farmers.
All the SEWA enterprises, along with leadership training, are
designed to achieve full employment and self-reliance for low-
income women workers.
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Karl Osner, Personal & Technical Reflections

On Converting Mechanisms: The Story of the Non-Corrupt
Handkerchief

I. Practices at the Jamalpur Vegetable Wholesale Market
Competition and Pricing

The market constitution prescribes the grower's price to be set
by the Market Committee, the APMC. The Committee changes
the prices, if necessary, every two to three hours according to
supply and demand. Nevertheless, the regulation of prices by the
Committee reduces direct price-related competition among the
brokers /wholesalers.

Besides, two practices in the vegetable market hinder fair
competition and accordingly determine prices. These put the
agents on both sides of the supply chain, especially the small
farmers on the one side and the street vendors* on the other, in a
situation of dependency on the wholesalers. These practices are,
first, the hidden setting of wholesale prices to be paid by the
vendors and, secondly the dependency of suppliers and retailers
on wholesalers in their function as creditors.

Hidden Contracts

The wholesalers and the retailers have a practice of
negotiating their deals in the presence of the farmers in such a
way that the farmer does not know the resulting price. They do it
without words. They use their hands, covered by a cloth. The
“language” —one finger ten rupees, the thumb five rupees and
the forefinger one hundred rupees, and so on—is well known
among the traders and brokers.

"See: Annette Krauss, “Entering the Mainstream of the Economy —
Establishing SEWA's Vegetable Wholesale Shop 40,” study quoted in the
Program Concept for the World Bank Group Grass Root Immersion
Program (GRIP) at SEWA in November 2003, pp. 14-16.
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The farmers, especially less well-informed small growers, do
not have any chance of influencing the price negotiations for their
own produce. They have to accept the officially fixed price and to
trust (due to the lack of information) that the wholesaler is
actually offering this price.

The imposed practice of hidden contracts reduces market
transparency and allows the wholesaler to get an exploitative
margin (estimated at around 50 per cent) of the sales tax: this
exploitative margin is applicable to very poor and small farmers.
Better off and big farmers are able to bargain for a better deal and
the wholesalers only get 10 per cent margin.

I1. The Practice of Pricing at SEWA's Wholesale Shop 40

During our exposure we went, together with the son of our
host lady Kesarben, who is the wife of a small vegetable grower
in Chekhla, to the Jamalpur wholesale market to sell tomatoes.
We went to the SEWA Wholesale Shop 40 at the entrance of the
market. There we experienced price negotiation as practiced by
Shop 40:

A retailer came along. He showed an interest in buying the
tomatoes. The Secretary of Shop 40 apparently used, at least that
is how it seemed to us, the same usual practice of hidden pricing.
In the presence of the producer the Secretary took the hand of the
retailer covered by a handkerchief. As usual—without
words—he asked the retailer at what price he would buy the
tomatoes. On this day the price for 20 kg of tomatoes was 51
rupees. The undercover answer given by the retailer was, we were
told afterwards, 45 rupees. The Secretary then asked the grower
what price he would be prepared to sell his produce for, the
answer was “50 rupees.”

The Secretary of Shop 40, now knowing what the grower and
the retailer expected, asked them if they would agree to a
compromise and sell and buy at 47 rupees per 20 kg. The retailer
answered “no” and went away. No deal was struck.
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I11. The Role of SEWA Shop 40 and the Secretary of SEWA
Shop 40: To Act as an Intermediary

After the retailer had left, the Secretary answered our
questions, explaining that he was acting as an intermediary,
trying to help ensure that deals are made with conditions that are
fair, but also as near as possible to the price expected by the small
farmers. In order to find out what a fair price might be he uses the
undercover language.

The main difference to the usual practice of hidden pricing is
that, if a deal had been struck, the agreed price would have been
paid to the grower in full view of all parties to the transaction.

The deal would have been completely transparent and both
sides, grower and retailer, would have known that the Secretary
had not received an excessive margin for himself as the
intermediary (wholesaler).

IV. The Process of “Conversion” of the Pricing Mechanism

In reflecting on the story one could conclude that the same
mechanism of pricing as usually practiced in the Jamalpur
wholesale market may be used in a non-exploiting way by
making the deal transparent and by having somebody in whom
the small producers put their trust supervise the process. The
hidden pricing mechanism is the same in appearance, but it is
used with another aim in mind, namely to ensure fair and
transparent pricing.

To ensure transparency in pricing, Shop 40 makes the price
negotiated under the handkerchief known to all. This price is
“open” for several (five to six) hours. When a fresh load of
vegetables arrives at the wholesale market, then a new price is
negotiated with the handkerchief and made public.

SEWA has also already tried—and will continue with these
efforts—to find other wholesalers in the Jamalpur Market who
would be prepared to practice transparent pricing as well. But, so
far, SEWA has not found anyone. There is one organization,
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“Khedoot Sabha” (farmers' organization), which has already
approached SEWA. SEWA has even given them training. But
they still do not yet follow transparent pricing methods.

With regard to the pricing as practiced by SEWA Wholesale
Shop 40, one could perhaps say: the mechanism of pricing has
been “converted” by the non-corrupt handkerchief.

V. Impact Over the Years

The change over the years is that in 2012 a new Shop 40 has a
presence in the Jamalpur Wholesale Market and they fix the
prices themselves when the growers come.

Carol Richards, Technical Reflections
1. Cooperative Economic Models

This may be the right time to do a research and policy paper on
cooperative economic models, in the context of rapid
economic growth that increases the gap between wealth and
poverty. SEWA is uniquely positioned to guide this work,
which could focus on low income workers in India. It could
also include consideration of international implications. The
assumption would be that both the state and private sectors
benefit from strengthening civil economy and reducing social
and economic inequality.

2. The Voice of Small Farmers

What is the future of Chekhalu village? It turns out that this
question is very much on the mind of the sarpanch. He asked
his mysterious visitors from Europe and America to meet with
villagers in the evening. Their question to us: What are the
agricultural policies of our countries? We talked about large
farms and corporations taking over from small farms, with
government subsidies. The sarpanch asked: What then should
be the policy of India toward the WTO? What is the future for
small farmers in India? I would add: What is the future for
Kesarben with her “brain of the fields?”
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Perhaps there is an opportunity for SEWA to work in coalition
with others on policy questions relating to the impact of trade
reforms on agricultural policy and on small farmers in
particular. This could be an opportunity to pursue the hard
questions of the sarpanch to create a nuanced approach that
recognizes the benefits and costs of growing for export and
other trade opportunities coming apace.

. The Pace of Reform

With “exposure” fresh in our minds, our tiny band of policy
thinkers around the SEWA table seemed to reach consensus on
the desirability of a measured pace for second generation
economic reforms to permit closer attention to social security
and economic security, including enhancing skills. What kind
of evidence can we marshal to convince the hard nosed who
truly believe that faster is better?
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Host: Leelaben

Leelaben
Vegetable vendor, along with her husband and son,
in Ahmedabad; local SEWA leader

Guests
Suman Bery
Francie Lund

SEWA Facilitators
Mirai Chatterjee
Rashim Bedi

Manjula Patelia
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Suman Bery, Personal & Technical
Reflections™

An Ahmedabad Slum Reveals Strong Social Capital but
Little Interestin Education

My former organization, the NCAER, has had a long-
standing and productive relationship with the Self-Employed
Women's Association (SEWA), based in Ahmedabad.

SEWA in turn is an active member of a global alliance called
WIEGO (Women in Informal Employment Globalizing and
Organizing), headquartered [in 2004] in Cambridge,
Massachusetts. SEWA and WIEGO are advocacy organizations;
SEWA is a registered trade union. Despite this mission of
advocacy, both organizations are unusual in their commitment to
objective research, and to the importance of building bridges to
the analytic community.

I'was invited by SEWA and WIEGO to participate in what was
called an Exposure Dialogue Programme (EDP) in Ahmedabad
in early January. An additional partner in this event was Cornell
University, which has a distinguished faculty working on poverty
and labour issues, several of whom (Ravi Kanbur, Kaushik Basu,
Gary Fields and Nancy Chau) also participated.

The purpose of the event was to help build bridges and
establish a common language between activists and mainstream
economists on issues of globalization, employment and labour
market interventions. The heart of the event was a two-night stay
inthe home of a SEWA member/organizer.

A senior South African academic and I were assigned to the
home of a vegetable vendor in the heart of Ahmedabad, in the
company of two senior SEWA facilitators, who also acted as
interpreters.

* A version of this commentary by Suman Bery was first published under
the headline “Mother Courage and Her Children” in Business Standard,
10 February 2004.
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Our hosts lived in a two-room chawl (chali) in the heart of
Ahmedabad. The chawl was on land that had once belonged to an
adjoining mill. The mill had been acquired by the National
Textile Corporation and had recently been closed.

The house had electricity, a black-and white television, and a
municipal pipe that dispensed water for a couple of hours each
morning. The family made use of a communal toilet a short
distance from their house, although a neighbour graciously made
their private bathroom available to us.

Our host was in her 30s, and lived with her husband, two
unmarried teenage sons and an unmarried teenage daughter.

The family was Hindu, and belonged to a traditional urban
trader caste, the Patnis. Husband, wife and eldest son were
engaged in the traditional activity of selling vegetables from a
handcart (ladi) at a fixed location within the walled city. The
younger son had opted out of the family trade, and had recently
joined a printing press.

This was my first experience of an urban slum in India. Two
things surprised me: the fact of an established urban “working
class” culture; and the apparent extent of social capital in that
environment. While India is a country of ancient cities (and one
of'the largest urban populations in the world), somehow it is rural
tradition that gets the attention.

This is in sharp contrast, say, to England, which has long
glorified its Cockneys and coal-miners, the US celebration of the
Lower East Side immigrant culture in Manhattan, or the strong
medieval traditions of cities like Florence and Siena in Italy.

Accordingly, I was surprised to see the city through the eyes
of my hosts, and to learn of their urban traditions of courtship and
marriage.

On social capital, my expectations were largely framed by my
knowledge of the Americas, where life in the urban slum is nasty,
brutish, violent, and often therefore short. [ was quite amazed (as
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was my South African colleague) by the relative absence of a
sense of physical insecurity in the slum, and the overall sense of
gregariousness.

Our arrival in the neighbourhood was obviously a big event,
and people dropped in all evening. There were the usual
squabbles and quarrels, but nothing remotely resembling the
armed violence of Rio de Janeiro or Johannesburg.

The chawl bordered on a Muslim area and was close to the
scene of serious rioting last year, but our hosts dismissed this as
politically motivated and not a source of serious long-term worry.
I was also struck by the social confidence of our hosts in
receiving and entertaining us.

I cannot say whether this is the dividend of democracy, a
characteristic of Gujarat or attributable to SEWA, but there was
an ease in the relationship which I would not have anticipated.

Against these positive surprises, it was difficult not to feel
discouraged by the working existence of the family. The whole
day built up to a relatively brief selling period in the afternoon,
starting at five and more or less over by seven in the evening.

The three working members of the family stocked two push-
carts with vegetables, one with higher-valued vegetables, such as
carrots and brinjals (eggplants), the other with cheaper leafy
vegetables.

For this 90 minutes of trade they were active much of the day,
going to the wholesale market at Jamalpur, transporting their
wares to their sale site by auto-rickshaw, setting up their carts,
and waiting.

According to SEWA research, an experienced vegetable
vendor clears between 60 rupees and 100 rupees per working day,
or 3,000 rupees per month. It was our (somewhat hazy)
impression that this was the amount that our host family earned
from two carts, and that the family budget could only be met by
resorting to borrowing.
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They observed that business had been declining. Economic
activity in the old city had been affected by the earthquake and
the rioting, so purchasing power was reduced. The affluent were
moving to the modern suburbs, outside the walled city.

In due course supermarkets and organized retailing will take a
larger share of the trade. Economic dislocation had added to the
number of vendors, who were sharing a fixed clientele.

To a development economist, it seemed obvious that the wise
thing for the family to do was to invest in their children's
education, both to diversify family income, and to provide an
escape from a declining trade.

Yet, while literate (like their mother, who had studied till the
fourth standard), neither boy, nor the girl, had finished secondary
school, and the neighbourhood was overrun by school-going
children who did not seem to be at school.

On questioning, the parents expressed great skepticism on the
value of education. The quality of schooling was bad; there were
few jobs to be had in the formal sector; all that would be achieved
was for the boys to be disaffected and unemployed.

In contrast to the Panglossian view of most economists that
education is the universal salve, at the micro level it did not seem
to appear to be at all appealing either to the parents or to the
children themselves.

I left with mixed emotions. I applaud the efforts of SEWA to
establish the rights of vendors to ply their trade free from police
harassment, and to elevate the dignity of women's work.

But I also left with a sense that the larger system was failing
these poor people, despite their energy, civility, and enthusiasm.
For the opportunity to put a face on urban poverty, and to see
Indian cities in a truly different light, I will forever be in SEWA's
debt-and that of my hosts.
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Francie Lund, Personal & Technical
Reflections

Leelaben Vinodbhai Patni is a vegetable vendor, and a SEWA
local area leader. We stayed with her and her family—her
husband Vinodbhai, and three teenage children, son Kalpesh (age
19), son Jagdish (age 16), and daughter Sheetal (age 14). They
live in Saraspur, in the walled part of old Ahmedabad. Our EDP
“team” was Sumenbhai of the NCAER, Mangelaben who is a
seasoned SEWA organizer of street vendors, Rashimben, a
SEWA coordinator of street vendor organizers, and Miraiben, of
SEWA social insurance.

The family lives in what were originally built as mill
tenements—just across the road are the ruins of the old cotton
mill. The neighbours up and down the alley are mostly of the
Patni group within the Jagri caste. There are, however, two
families from Rajasthan, both occupied in bidi rolling. Muslims
used to live nearby, but moved away during and after the
communal riots.

The Patni house comprises two rooms, the inside room and
the outside room (enclosed). The inside room contains the primus
stove, kitchen equipment, and a single built-in bed. The outside
room is an enclosed verandah, where the children sleep. The
house has electricity, and a water pipe. Leelaben and Vinodbhai
pay 500 rupees monthly rental for the house. If I understood
correctly, she had to make a deposit 025,000 rupees to secure the
rental, took a high interest loan for this, then took a loan from
SEWA to pay the debt. Once SEWA's loan is paid, she hopes they
can buy their own house.

I'll give a brief outline of our activities, then turn to themes
and issues. On Sunday afternoon we arrived, settled in, went on a
neighbourhood walk, went out to buy kindling, and to buy local-
style toothbrushes. Many neighbours came in to join the family
conversation as we got to know each other. On Monday after
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rising at 5 a.m., the focus of the day was on preparations for
selling at the evening market, which took place between 5 p.m.
and 8 p.m. We spent the day sourcing, carting, cleaning and
arranging vegetables for the evening market. We also went to the
court where Leelaben, as SEWA local leader, had to sort out an
issue of summons being served on some vendors.

Work ended at about 9:30 p.m., after getting home and
counting the day's takings. It was a long day, but during it there
was quite a lot of “down time,” which may have been because the
EDP team influenced the way the day was spent. On Tuesday, we
again rose at 5 in the morning and went to the Jamalpur Market,
where we had a meeting with the EDP group who was hosted by
Kesarben, a vegetable producer. Following that, we went to the
SEWA Training Centre to start the debates.

I will turn now to some themes.
A Family Enterprise

This was a family enterprise. Leelaben and Vinodbhai go to
Jamalpur Municipal Market together to source the vegetables in
the morning. Son Kalpesh spends the morning selling yesterday's
surplus vegetables in another small market, and meets them at
Leela's market in the afternoon, to help set up the two ladis
(handcarts). Kalpesh and Vinodbhai each manage one ladi with
Leelaben helping with both at the busiest times. At the busiest
times, all three of them were needed, to keep an eye on the goods,
to keep rearranging the vegetable stock to keep them looking
attractive, to make sure some vegetables did not “disappear”
from the ladi.

Daughter Sheetal's work on the domestic front was critical to
the vending enterprise. At about midday, Sheetal arrived at the
selling market with the lunch she had cooked for all of'us, and she
does this daily. When we got home at about 8:30 in the evening,
she had the evening meal waiting for us, and had done other
domestic chores. If she were not doing these things, the working
day, which started at 5 in the morning and finished well after 9 in
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the evening, after the day's takings had been counted, would have
been further extended for Leelaben.

It appeared that Leelaben needed the support of the family for
her to be a SEWA local leader. Indeed, once the selling market
had started quietening down, Leelaben went around the market to
collect the five rupee subscription from SEWA members—and
she could do this as the two /adis were covered by husband and
son. Earlier in the day, we had gone to the municipal court so that
Leelaben could intervene on behalf of some SEWA members
who had been issued summonses; Vinodbhai accompanied her
because of the EDP team; he would normally have continued
sourcing and carting vegetables while she did this SEWA
organizing.

We had a brief discussion about the advantages there could be
if registration and licensing could be of the family enterprise,
which Leelaben said she would prefer, rather than the individual
vendor being licensed. I would like to follow this issue up. In
Durban, street vendors are sometimes fined if they leave their
sites or if they depute someone (other than their acknowledged
bambela, or assistant) to stay on site for them, while they go and
pay their site fees at the municipal hall. There are high costs to
them of trying to enter the formal regulatory framework, and
once in, to stay there.

Counting the Day's Takings, and The Economics of The
Enterprise

I don't know how typical this day was in terms of the Patni
family's earnings. A significant expense was hiring transport to
fetch and carry goods—urban transportation is expensive,
relative to what they earn. Suman Bery got more of a sense of the
household budget than I did, and it appeared that there was a
small loss overall on the day that we were there. This, despite the
fact that it was supposed to be a good market day, where the
public buys particular, more expensive veggies associated with
the kite-flying festival.
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AtJamalpur Municipal Market

Much of the morning was spent by both Leelaben and
Vinodbhai sourcing their veggies at the huge Municipal Market.
They start at SEWA's Shop 40, where SEWA producers bring
their goods. In this way SEWA attempts to gain some control over
prices, and to link producers and vendors. That day she and
Vinodbhai bought a lot of fenugreek from Shop 40. When setting
up her stall later in the day, it was clear that there was a lot of non-
fenugreek leaf in each bunch, leading to a substantial loss as we
had to clean up the bunches as far as possible, and then lower the
price. Shop 40 made compensation for this loss instantly, when
she reported this the next day. There is a need for quality control,
however, if the buyers are to continue to enjoy benefits from
supporting the shop.

On the second day, the EDP group with Kesarben, the
vegetable producer, met with our group at Shop 40, so that the
links could be made between these two parts of the chain of
production and distribution. I would have liked to have
understood more about the economic relationship between the
two groups of SEWA members, the producers and sellers; more
about the potential conflict of interest between them—already,
some of the costs of commission that used to be paid by producers,
have been passed on to the vendors; more about how Shop 40
could be used to work in the interests of both groups; and more
about other ways in which Shop 40 (and others like it, for other
sectors) could be used to assist economically.

Creator of Work for Others

I was struck by the numbers of people who Leelaben and
Vinodbhai “employed” or were in economic transactions with
(not counting customers), in the course of the day. They

o hired one /adi for trading (their own had been damaged in the
communal riots)

o paid someone in Jamalpur market to carry the heavy loads to
their collection point
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o paid someone to watch over their accumulating stock of
vegetables, just outside the Jamalpur market wall
o paid a pedal /adi to transport the vegetables (and both of us!)
to the selling market
Unusually, this family does not pay for storage, as they get this
free from longstanding friends who live near the selling market.
Our experience in Durban is that storage can comprise a
significant cost to traders, is a service that municipalities can help
with, and is itself a source of employment for many people.

The Lack of Municipal Intervention

I was struck by the relative lack of municipal services which
affect vendors and their livelihoods, especially with regard to
water and to garbage removal. A water pipe comes in to
Leelaben's outside room (many neighbours go to a standpipe in
the street). At 5 in the morning the municipality switches on the
water for two hours, so water for the day must be collected at that
time, and personal washing and clothes washing done. There is
no tap, so perforce much ofthe water goes straight down the drain.
Once out in the city, I was aware of the absence of water
throughout the day—for washing hands after cleaning vegetables,
for cleaning vegetables, for toilets, for sluicing down the
pavement after cleaning vegetables. What water there was had to
be fetched from elsewhere.

SEWA Helping With Regulation of Street Areas

Street markets such as the one Leelaben and her family trade
in are, with few exceptions, there by informal arrangement with
municipal officers and police. In the case of Leelaben's selling
market, the understanding is that the vendors' /adis will be only
two rows deep into the street. When we got there in the afternoon,
some new vendors (men, interestingly, but perhaps not
significantly) had set up the beginning of a third row. The
authorities approached Leelaben, who negotiated that vendors
make room for one new vendor, by some re-positioning of the
handcarts, and the others had to move on.
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This form of self-regulation, or cooperative regulation, must
be of huge economic value to the municipality, in terms of
lowering the costs of, and conflict around, regulation of valuable
city space.

SEWA's Subscriptions

Leelaben manages to integrate organizing activities for
SEWA into her daily economic life, because she is supported by
her family. One of her tasks is to collect annual subscriptions,
which she did towards the end of trading that day. I used to be a
community organizer, and have long worked with community
organizations in rural and in urban areas, and I have never seen
such a public and transparent procedure as SEWA's. She went
from vendor to vendor, where they worked at their ladis, and
collected the five rupees, in exchange for leaving the duplicated
receipt with vendor's name and address and occupation. All saw
her accept the money, all saw her write the names down.

Inter-Generational Transmission Poverty and 11l Health, and
Employers, and Caste

During the EDP, and since, I have been grappling with the
issue of time. None of this is new to any of us, but [ saw it a new
way through this experience. Even though there was a concession,
during our debate, that possibly not all employers are uniformly
selfish profit-maximizers, still, it was clear that there is an
underlying assumption that employers do not worry about the
health and productivity of future generations of workers. They
worry about getting the biggest bang from the wage-buck, now,
though some may offer, say, health services if this is directly
related to present worker productivity.

So, in many countries, employers have never provided for or
have withdrawn from aspects of “the social wage”; part of neo-
liberal economic policies has been that governments should
spend less on the “social” side too; and many workers earn too
little to provide even basically adequate nutrition for themselves
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and their families. Children are not properly nourished, and this
will have lasting effects on their productive capacity.

There is pervasive short-termism, but there has to be a time
perspective if there is to be a sustainable future. However, it is not
only about greedy employers and misguided macroeconomic
policy—caste traps people as well. Leelaben and Vinodbhai had
sent their children to school for a few years each (Leelaben
herself had few years of schooling), and were quite irritated, I
think, by our persistent questioning about schooling. They both
said school is too expensive, is hopeless in terms of the standard
of education, and would make little difference to their children's
opportunities in life. And, said Vinodbhai, you don't need formal
schooling to run a business, Leelaben was married at 13; she and
her husband have decided that Sheetal, at 14, is too young yet for
an arranged marriage, this will happen when she is 17.

In the next door chawl, the young bidi roller was clearly in
poor health, and her nine year old daughter was clearly growth-
stunted. The bidiroller manages to roll about 800 cigarettes a day,
over nine hours (she is interrupted by her need to give her
attention to her daughter), for which she gets about 70 American
cents a day. Her daughter does go to school at present, and it
appeared that some costs for this were met by her access to the
welfare fund/bursary system for bidi rollers.

In Concluding...

I settled down easily in the home. I was at first anxious about
the time being “wasted” in the day. I battled with the urban
squalor, the urban foraging by the cows, the animal excreta
everywhere, and the lack of access to water once we left the home.
I battled with the noise of the city, and the air pollution was an
assault; Leelaben saw me battling with it and said it is a factor in
her own depression. [ was proud of myself at being able to handle
the experience, moving out of my comfort zone, relieved at being
able to shed the white South African identity, which is so hard to
escape when doing research in poor (black) areas in South Africa.
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Mostly, I recognized that the uniqueness of the experience is
dependent on SEWA as an organization—you simply could not
do this exercise without a strong organization's culture,
experience and focus. I know that SEWA knows exactly what it is
doing by investing so much time and energy in the EDPs. It was
that confidence, which was shared by Leelaben, that allowed this
to be an authentic learning experience. Leelaben articulates with
great pride what SEWA has done for her. Following the EDP, she
was going to Mumbai as part of the SEWA team at the World
Social Forum. She astutely used our presence to consolidate and
advance her (and SEWA's) own position and status—in her
family, in the neighbourhood, in the market, and in the
courthouse. Translating that into a more secure economic
position is the goal that her family and SEWA are striving for.
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Host: Ushaben

Ushaben

A casual construction worker, like her husband,
in Ahmedabad

Guests
Nancy Chau
Imraan Valodia

SEWA Facilitators

Namrata Bali
Geeta Koshti
Ramila Parmar
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Imraan Valodia, Personal Reflections

We met Ushaben at the SEWA offices at around 2 p.m.,
sometime after all of the other EDP teams had left for their visit.
Ushaben, a construction worker, was unable to attend our initial
meeting—she had first to finish her work for the day laying a few
rows of bricks on a housing construction site, earning about 60
rupees for her day's work.

We proceeded to her home in the Sabarmathi area of
Ahmedabad. A curious mixture of fairly middle class housing
“estates,” side by side with more basic structures of the poor. As a
South African, I was struck by the class mixture of the Indian
urban areas, so different to South Africa where the middle classes
can easily lead their lives barricaded from poor and marginalized.
I wondered how the most South Africans would respond to the
“mixed masalas” of India.

Ushaben proudly led us into her home. It was quite
small—basically a one-room structure which served as kitchen,
bedroom, bathroom and entertainment area. The house has
recently been improved. Previously it has been a cowshed and
could only be entered on all fours. It was completely flooded
during the monsoons, resulting in unending health problems for
the family. A kind friend has loaned Ushaben 20,000 rupees so
that she could raise the walls, add a roof and a floor and thereby
convert the cowshed into a habitable shelter. The family now had
a home, but also a debt of 20,000 rupees, which required a
monthly payment of 1,500 rupees.

We met Ushaben's kids—two daughters and two sons. Her
husband, Jeevanbhai, was out on a construction site and only got
home much later. Shaya, her 17 year old and oldest daughter was
clearly in charge of domestic affairs and immediately took charge
of welcoming the guests with tea. Shaya was engaged to be
married as soon as Ushaben and Jeevanbhai could accumulate the
20,000 rupees to meet the wedding expenses. She would marry a
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boy from a nearby village—chosen and approved by Ushaben.
Shaya, who had not yet met her husband to be, was quite
philosophical about it—this is what she expected. We learn that
Shaya had not been to school—as the oldest she had to take care
of her younger siblings and domestic affairs while her parents
went out to work. Again, she was philosophical—bitter that she
had not had the opportunities that her younger siblings had to
attend school but proud that her parents had given her the
responsibility to manage the household. And she exercised her
responsibilities—we noticed her chiding her mum about some
matter of household expenditure the next morning.

Very soon, the alleyway leading to Ushaben's house is filled
with curious onlookers—who are these visitors? Ushaben never
gets visitors! Jeevanbhai gets home—Ilooking tired. He has
managed to find work today—as a painter.

We talk about Ushaben and Jeevanbhai's lives as construction
workers. Their families worked in the textile mills of Ahmedabad.
Ushaben's father left the rural areas of Bijapur to find work in the
mills. But the mills are all closed. Jeevanbhai was forced to find
work as a construction worker and, with the family income
falling, Ushaben was forced to follow. Now, they were
construction workers. The working day began at the naka—a sort
of “clearing house” where the construction workers congregated
and the contractors came to collect their daily supply of labour. In
the past, both Ushaben and Jeevanbhai were certain of getting
work each day—they worked every day of the month and earned
enough for their survival. But now, things were tougher. Now
Ushaben got work for about 10 days a month, and Jeevanbhai,
because he was more skilled, even less. When she did get work,
Ushaben earned about 60 rupees per day. Their work has become
extremely insecure. The earthquake and the rethinking of
building regulations had brought the construction industry to a
standstill. Work was very hard to come by. Migrants were
working for less and less. Wages were falling.
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That night we attended a meeting of SEWA members who
were construction workers. I felt transported back into the early
1980s and my first introduction to the (then) emerging trade
union movement in South Africa. The singing, the hope, the
camaraderie, the belief that despite all, through their organization
workers will improve their lot.

By 10 a.m. the next day we were at the naka. Some 200 odd
workers milled around—not much chance that they would be
employed today. We then went from one building site to the next,
until Ushaben found the site where work had been promised.
Ushaben enjoyed showing us how she carried 12 bricks stacked
on her head to the upper level of the building site. Our clumsy
attempts at carrying 4 bricks were met with laughter, ridicule and
just a little bit of admiration. We carried bricks, mixed cement,
passed plaster on to the plasterer, but mostly just got in the way.
By 4 p.m., Ushaben's work was done so off we went—to another
job. The kite festival was looming. The traditional meal, Oondo
was made of a wide variety of vegetables. Ushaben had a job
cleaning and peeling these vegetables at a local food seller. We
cleaned, peeled, chatted and sang until 9:30 p.m.

Jeevanbhai and the rest of the family were asleep by the time
we got home. We spoke more about Ushaben's life—as a child,
wife, mother, and as a construction worker. We constructed a
monthly household income and expenditure statement. Ushaben
and her family were severely in debt, and it was spiralling out of
control. If only she could get work every day, and earn 60 rupees
every day, she could settle the debt. And then she could raise the
finance for Shaya's marriage.

I took a picture of the family as we left the next morning. I
marvelled at the love and intimacy of Ushaben and her family,
and I longed for my family.
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Nancy Chau, Personal Reflections
60 Rupees, More or Less

For Ushaben and her family, finding work is a daily wrestle.
She is a construction worker, and has been since she and her
husband were expelled from their extended family. The physical
scars on Ushaben's body, a cowshed nearby that shelters a
different family now, and a small room with concrete floors that
Ushaben now calls home, tell the tale of the different stages of her
struggle out of homelessness. Luck has nothing to do with it. It
was all hard work, and the more or less 60 rupees that Ushaben
takes home after each full day's work.

The first day of our visit started with a brisk walk to the market,
about 20 minutes or so away on foot. Our facilitators were superb
(although I suspect that all the hand gesturing and ultimately
telepathy may all be at work), as we found ourselves chatting and
laughing most of the way. “I am a happy person,” Ushaben said,
“and I do not want to be the kind of person who complains all the
time” she explained. “By the way, what kind of food do you like?
I will cook anything you choose.” This is hospitality, Ushaben-
style. She is warm, open, and no-nonsense. Underneath it all, I
sense inner-strength by the truckload.

By daybreak, we set out for the first of two jobs awaiting
Ushaben. It was pure luck. The two tasks of the day had already
been arranged and negotiated the day before, and we were spared
from the otherwise indispensable daily ritual of job matching ata
kadiya naka nearby. It is at the naka where the invisible hand is
supposedly at work daily, matching those who need work done,
with those who want work. We did take the opportunity to visit a
naka the very next day. Evidently, the market almost always
never clears. On the supply side is a majority of old-timers who
are witnesses to the daily influx of migrant workers. These
migrant workers stood out even in the eyes of a first-timer like me.
They dress differently and they multi-task—caring for their

102



children while awaiting work—as though the naka is their home.
We heard voices of discontentment, as many migrant workers are
accepting jobs at less than the minimally acceptable wage—more
or less 60 rupees.

One of two things may be happening here, I thought. Either
that the invisible hand needs time to work its magic, so that one
may anticipate the market to one day clear but at probably less
than 60 rupees. An alternative scenario may be that an almost
textbook efficiency wage is lurking in the background, and
persistent unemployment is likely inevitable as labour supply
expands with immigration. Either way, the good old days
according to Ushaben, when almost everyone gets work at a fair
wage seem long gone. Later on I asked what I thought was a
straightforward question—“Had there been instances when
migrant workers are told to leave the naka by
locals?”—expecting the inevitable. I was caught off-guard by the
answer: “No. We are human beings.”

It was at the construction site where we met face-to-face the
other side of the labour market. We met with the labour contractor
and the builder, who proclaimed:

“We cannot find enough workers.”

“Women workers can never become skilled masons. We will
not hire them.”

“Indian women should be happy to take home 60 rupees a day.
That's really enough.”

One could probably sleep better at night if these
proclamations can be disregarded simply for being insincere. But
what if these perceptions are indeed real? In what way can an
economist best articulate these issues? Do we simply throw them
all into the Lipsey-Lancaster-Bhagwati-Srinivasan box of the
second-best? Or the Stiglitzian asymmetric information box?
Better still, perhaps the Akerlof-Spence type statistical
discrimination box. What do search theorists equipped with the
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machinery of dynamic programming and optimal control have to
say about the 60 rupees benchmark? Contrary to what I expected,
I became much less worried about whether the training of an
economist may get in the way of truly experiencing events
unfolding. Instead, I gained understanding and appreciation for
the many different ways in which rigorous accounts and policy
prescriptions in the face of market failures / distortions /
imperfections should be taken seriously. Whether these
painstakingly crafted snapshots of reality are given due popular,
let alone policy attention is, of course, a totally different matter.

We set aside a few of hours towards the end of our stay with
Ushaben. The purpose was simply to chat. Though it was already
midnight, Ushaben remained enthusiastic about satisfying our
curiosity. We talked about the 60 rupees again, and how it is
supposed to pay for the monthly household food bill for a family
of six; the monthly payment of two outstanding debts; the
impending wedding of her eldest daughter, Chaya ... slowly
unfolding a picture of self-perpetuating indebtedness. Yet,
Ushaben knows exactly what she needs. A secure job, which pays
more or less 60 rupees every day, and insurance in the event of a
family emergency/work-related accident, will be all that she
needs to sail through. Predictably, we did the algebra, and she is
rightall along.

Nancy Chau, Technical Reflections

From my own perspectives, both the experience and dialogue
components of the EDP were thought provoking. First, there was
the issue of categorizing market failures/distortions as rules
rather than exceptions in the lives of SEWA members, and
accordingly tailor a call for policy interventions. Here though, I
want to raise two additional sets of questions that came up.
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1. Job Search and the Informal Work Force

Ushaben is one of countless numbers of workers in the
informal work force of Ahmedabad city. The daily ritual of job
matching at street corners or nakas, where casual workers
routinely gather and await employment, and where employers
instinctively go when they need casual work done, is distinctly
reminiscent of the (“partial-partial”’) model of job search
(Lippman and McCall 1976). Here, wage offers arrive
stochastically, and the problem of a job seeker like Ushaben is to
stage a mental strategy regarding what an acceptable wage offer
should be, if one arrives. Experience on the ground suggests a
number of potentially important deviations from the assumptions
of'astandard discrete time job search model. These include:

(i) the job arrival rate is also stochastic, potentially
depending on the influx of migrant workers on the supply
side and other demand side shocks;

(i) job seekers take on multiple jobs daily, potentially
depending on subsistence considerations;

(ii1) frequent job turnover, characteristic of casual/informal
employment;

(iv) multiple sources uncertainty, in the form of work-place
hazards and the lack of contract enforcement (contractors
simply disappear by the end of the workday); and

(v) general equilibrium considerations (Stiglitz 1985, Lucas
and Prescott 1974), where the issue of bilateral monopoly
is potentially important.

Yet, the frequently mentioned fair/living wage of around 60
rupees sounds very much like the optimal “cutoff
wage”/’reservation wage” strategy predicted by the standard
search model. Collectively, how the observed deviations from
standard assumptions make a difference to the optimal strategy
have yet to be worked out.
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Three additional points may be worth noting in this context.
All have to do with the role of SEWA's campaigns. First, the
SEWA campaign to assist construction workers to maintain
official accounts of the number of work days and to carry identity
cards represent practical solutions to the question of how to
formalize the informal work force. These efforts directly address
(iv) above, as employment records help casual workers like
Ushaben to qualify for workers protection programmes. Open
questions abound, however. As a start, what may be the
associated equilibrium wage distribution and unemployment
/employment consequences of such efforts?

A second question pertains to minimum wage negotiation in
this context. A well-known result in search models is that a
“general increase” in the wage distribution (in the sense of first
order stochastic dominance) may in fact increase unemployment
duration. Unlike the standard wage and labour demand tradeoft,
scrutinized in some detail during the dialogue sessions of the EDP,
the increase in unemployment duration here is purely supply-
driven. What does one make of the link between the negotiated
minimum wage and the distribution of wage offers to casual
workers? Relatedly, is there a presumption that the duration
unemployment spells should lengthen or shorten, and what about
the frequency of job turnover?

Finally, the construction labour market is (at least) three-
tiered, comprising of the builder (employer), the contractor
(middleman), and the worker (formal/casual). Introducing these
institutional characteristics into standard models may shed light
on the effectiveness of and/or potential tradeoffs facing
interventions such as a minimum wage, insurance and workplace
protection.

2. Globalization

The assertion that globalization unleashes incentives
favouring competitive cost cutting, and induces employers to
switch from formal to informal hiring is a familiar one. A
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moment's thought reveals that the argument is perhaps not as
convincing as it may appear to be. If hiring informal workers
costs less, hiring them should have made sense even without the
jolt of globalization. Indeed, the reality, as narrated by Ushaben
and others, suggests a more complicated picture. For example,
the decline of the textile industry, presumably because employers
have moved elsewhere, has forced many skilled workers with
secure jobs in the textile sector to turn to casual work in the
construction industry.

There has been formal modelling of the informal sector in
general equilibrium open economy settings (Fields 1974).
Several additional tasks suggest themselves:

(i) allowing for job switching within sectors, between

informal and formal work;

(i1) allowing for job switching between sectors, and also

between informal and formal work; and

(ii1) making explicit the potential employer costs and benefits

of the choice between the hiring of a casual as opposed to
a formal worker in terms of, say, skill acquisition,
monitoring costs, etc.

To conclude, while I definitely echo others in applauding the
EDP as an invaluable experience, I would also add that the
opportunity to write and think about it after the experience is also
an integral part of how [ will come to remember the experience in
years to come.
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Imraan Valodia, Technical Reflections

My EDP visit to Ushaben, a construction worker in
Ahmedabad challenged and reinforced many of my thoughts on
work and employment. I shall organize some of these thoughts in
themes.

Insecurity in the Informal Economy

The highly insecure nature of Ushaben and Jeevanbhai's
employment and consequently of their household income was
striking. We explored, in many of our discussions during the EDP,
what could be done to alleviate this insecurity. Ushaben was
clear—all she wanted was a predictable income every day. Her
primary concern was not that she earned a low wage (60 rupees)
but rather that she may not get any work on the day. She and
Jeevanbhai reminisced about the times when they got work every
day.

The EDP reinforced for me how informalization of work was
increasing insecurity and the urgent need for creative
mechanisms to reduce these high levels of insecurity among
informal workers.

The Role of Trade Unions

Therole of trade unions in the informal economy is sometimes
questioned since often, as was the case for Ushaben, there is no
(long term) employer with whom the trade union can bargain for
improved conditions of work for their membership. SEWA was
working hard at pushing legislation to improve the conditions of
work of construction workers. I was struck, at the SEWA meeting
we attended, by how important it was for many of the
construction workers just to belong to an organization.
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Membership of SEWA was important not only for the material
benefits and potential benefits but also for the psychological
effect of belonging, and sharing their burdens and hopes.

Efficiency Wages

Levels of productivity on the building site were extremely low.
Whilst accepting that the work was physically demanding, [ was
quite surprised at the amount of “downtime” on site. I was
convinced that this low level of productivity was closely linked to
the low wages earned and therefore an increase in wages would
be met with improved productivity and improved profitability for
the industry—the standard efficiency wage argument. I also
thought the “daily contract” model, where the contractors
employed workers on a daily basis from the naka, resulted in low
levels of productivity on site. Surely, I thought, employing
workers on a long term basis would make for a more productive
work site (workers would be more familiar with the site, the work
to be done, their colleagues' preferences, etc., and they would be
“happier” with a secure income) and also reduce workers search
costs (including the time spent searching).

We explored these issues with Ushaben and Jeevanbhai.
Whilst they supported the shift away from a daily contract model
to more long term and therefore secure contracts, they did not
believe that there would be any productivity gains from this. We
were lucky enough to meet the building contractor on site (he was
not Ushaben's employer since he had subcontracted all aspects of
the construction) and to discuss the efficiency wage issues with
him. He was unconvinced by the efficiency wage argument,
arguing that since the employer and employee has agreed on the
work to be done for the day, productivity was not an issue. |
remain convinced that more secure incomes and higher incomes
will generate productivity gains in this industry.
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Reservation Wages, Identity and Value Chains

The situation at the naka came quite close to that of a perfect
market—many workers, many employers, perfect information,
etc. Yet, in neo-classical terms, the market did not clear since
wages remained rigid at 60 rupees and many workers remained
unemployed. The question that arises is why did wages not fall,
below 60 rupees, given the large numbers of workers at the naka
who remained unemployed?

The workers were really not prepared to work for much below
60 rupees, their reservation wage, since they believed that it was
really not worth working for less than this wage. There were,
however, some interesting institutional issues that emerged. The
men at the naka were not prepared to work for less than 80 rupees
per day. There may have been a skill issue here, though my
impression at the building site was that male and female unskilled
construction workers did pretty much the same work. There was
clearly some institutional gender issue that kept male reservation
wages higher (even though Ushaben, and not Jeevanbhai, was
now the primary income earner). Given the low wages, and the
high levels of unemployment, why did Ushaben and her
colleagues not leave the construction industry? Their identity, as
construction workers, was very strong and limited their options. I
think this is an important issue which economics ignores.

Why did the employers not drive down the wages? Given their
power in this market, one would have expected employers to
drive down the wages. There could be a number of reasons. First,
perhaps the employers are human after all and do not behave as
rational maximizers. Second, using the work of Sam Bowles on
contested markets, the employers may well be offering a higher
wage to exert control over the workers. Third, institutional
factors may again be important—the contractor on site told us
that the sub-contracting arrangements on these building sites
were quite elaborate and structured, so that the contracts were not
really negotiated. The rates for the sub-contracts were “fixed” in
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the industry. So, one needed really to understand the value-chain
for the construction industry to understand the mechanisms
behind Ushaben's income.

Finally, I think the EDP methodology was a fascinating way
for us to explore the issues that we did. Focusing on the real life
experiences of our host ladies and their families was a very useful
means for us to understand their lives and concretise our
discussions.
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Compendium 2

2007

Issues, Debates and Policies —
Reflections from an EDP with
Informal Workers in
Durban, South Africa
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Introduction

Researchers, activists and development practitioners
involved in the SEWA-WIEGO-Cornell Exposure Dialogue
Programme held dialogues in Boston, Massachusetts in
September 2004 and in Ithaca, New York in November 2006. In
2007, they set out to deepen the dialogue by drawing on the
experiences of informal workers in South Africa, where the
history of economic development and the informal employment
patterns differ substantially from those in India.

The South African context enriched the discussion in a
number of ways. First, the (relatively small) informal economy in
South Africa co-exists with extremely high levels of open
unemployment. Second, labour legislation in South Africa is
considered to be very progressive and enlightened. Third, by
developing country standards South Africa has a fairly
comprehensive social security system that effectively reaches the
poor (though there are no specific measures for the high numbers
of unemployed). Fourth, since 1994, the African National
Congress (ANC) government been trying to rapidly integrate the
country into the global economy through liberalization of trade,
and more broadly, of the economy. In this context, debates
between neo-classical and more heterodox economists are
particularly sharp. An additional issue in South Africa is the high
level of participation by foreign migrants. Attracted by the
possibility of earning higher incomes or, more often, escaping
political strife in their home countries, large numbers of foreign
migrants have entered the informal economy in South Africa.

Given all these disparate factors, the South African experience
provided an opportunity to deepen the EDP process—and, it was
hoped, to contribute to the policy debate in South Africa.

Held between 18-24 March 2007 in Durban, the EDP brought
14 guests from various places and perspectives together with
seven hosts. Most but not all had participated in 2004 in
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Ahmedabad. Again they spent two days living and talking with
their informal worker hosts. Following the Dialogue, participants
walked through Warwick Junction, a large market area in Durban
where the efforts of informal street vendors and responsive urban
planners have led to innovations and allowed trade to thrive.”
The next day, many of the participants met with senior
government officials and policymakers for a policy dialogue on
the informal economy in South Africa.

Subsequently, each participant wrote the reflections presented
here. The pieces have been only lightly edited. Participants'
reflections mirror the issues and debates that occurred and were
discussed over the duration of the EDP.

*' Working in Warwick: Integrating Street Traders into Urban Plans (2009),
written by Richard Dobson and Caroline Skinner and published by the
University of KwaZulu-Natal, can be found at
http://www.workinginwarwick.co.za/.
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Host: Petronella Dladla

Mrs. Petronella Dladla

Dressmaker who runs the Bambanani Women's Forum,
a sewing cooperative

Guests
Nompumelelo Nzimande
Jeemol Unni

Facilitator
Thabsile Sonqishe
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Jeemol Unni, Personal Reflections

Visiting South Africa for the first time in 2004 was a life-
changing experience. The second time was equally revealing,
with a visit to development areas in Pietermaritzburg. This third
visit to South Africa was a dream come true, offering the
experience of actually living in a black development township
near Pinetown, Durban in the household of Mrs. Petronella
Dladla.

A one and a half hour ride by bus took us to the home of Mrs.
Dladla in Savannah Park, a black township. The settlement itself
was picturesque, set on undulating terrain. While electricity,
water and sanitation infrastructure were in place, there were no
roads to the independent houses. We literally slid down the grassy,
sandy path to reach the house. The next morning we again slid
down the path towards a little stream and then clambered up the
hill to reach the Bambanani Women's Forum or the sewing
cooperative run by our host and other members. Mrs. Dladla,
many years our senior, was racing ahead while we huffed and
pufted behind her.

It was a female-headed all-woman household consisting of
her daughter, two grand children and one distant niece. Our team
was also an all-women team consisting of Thabsile Sonqishe, the
facilitator, a fashion designer by profession, and Nompu
Nzimande, a participant like me and Lecturer in Demography at
the School of Development Studies in the University of
KwaZulu-Natal, Durban. It was an amazingly safe
neighbourhood, which was evident immediately on arrival since
all doors and windows were open and only one granddaughter
was in the house, just returned from school.

Mrs. Dladla's working life involved a shift from the formal
sector to the informal sector as a self-employed worker, an
employee who lost her job with the downsizing of large textile
mills. She worked for more than 25 years in two large textile mills
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mainly as a trainer, training the workers in the use of machines
and also in charge of health and safety in the factory. In 1997 she
lost her job.

She then formed the Bambanani Women's Forum in 1997 and
joined the Samkhili Sewing Club and Women's Association,
where they were doing crafts and hiring out tents. The local
councillor gave them 10 sewing machines and they started
sewing work in the premises of the clinic. In 1999 the enterprise
moved to the St. Wendolins Community Hall and also started
building their own building for the women's forum. The members
of'the Forum received training in sewing and business skills from
the South African Clothing Worker's Union at the Workers'
College. In the initial years the Forum also received funding from
a German funding agency for three years. They were able to buy
better industrial machines and computers through this funding.
The Forum is now registered as a cooperative and has six
members.

While Mrs. Dladla runs a self-employed sewing enterprise,
the unit has not yet started registering profits and the incomes are
not sufficient to support her family. The household, in fact,
survives on the pension funds she receives. Her daughter also
holds a formal sector job as a teacher in the government school,
teaching Maths and Science to high school children. Thus there
are multiple sources of income and the self-employed enterprise
itself is in its infancy, even after nearly 10 years, and contributes
little to the household so far.

We interviewed all but one of the members of the cooperative
and the story was the same in most of the households. Most
households were receiving at least one pension, child support
grant or disability grant which was used to support the household
in the face of uncertain income from the self-employed unit. All
the households also had multiple sources of income. In fact the
cooperative started with 24 members, but is left with only six
members now, because most of the women were not able to
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sustain their families on such uncertain income and there was
pressure from the families to find other ways of earning an
income. In fact, one of the demands of the women was that they
would prefer to get a regular income rather than a share in
uncertain profits of the enterprise. The enterprise was producing
uniforms for two schools and a couple of créches. We shall
discuss the economic problem facing the self-employed
enterprise in the technical notes.

We were not allowed to work on the school uniforms since that
was skilled work and the members were not convinced of our
skills. Our facilitator was a fashion designer and she had brought
with her the paper cuttings of an apron that she had designed
herself. Fortunately my cutting and sewing skills were okay, a
skill acquired from my grandmother and mother, and I was able to
help sew the apron on their industrial machine, which was then
presented to me. My co-EDP participant ran a few miles in the
opposite direction when she was asked to handle the machine! I
figured out that if Economics did not provide me a livelihood, I
could be a self-employed tailor! However, there is no free entry
into even the informal sector market, as we discovered in South
Africa (more on this in my technical notes).

Mrs. Dladla's household was well educated and was
effectively using education, particularly in the second generation,
as a way out of poverty. While she herself had studied only till
Standard VI, her daughter was a graduate in Science and
Technology, which enabled her to get the formal sector job as a
school teacher. However, teaching in an African dominated
school she complained about how her students were least
interested in studying and did rather badly in school. Her niece
was studying for her degree in Human Resource Management,
one granddaughter was doing a degree in Housing Engineering
and the other was in VIII grade and wanted to be a Chartered
Accountant. Due to the poor quality of education in the local
school the granddaughter went to the neighbouring Indian school,
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where apparently the quality of education and students was better.
All the children were well focused on their fields of study and we
observed that at least one member of the household was studying
during various hours of the day and night, even at 2:00 a.m.

One could easily see that Mrs. Dladla was a leader of sorts and
a number of women neighbours dropped in to meet us. It was
clear that the household was used to visitors of all sorts from the
behaviour of the daughter and grandchildren, who were quite
comfortable having us in the house, were happy to engage us in
conversation and help us to adjust to the environment of the
household and community around. That the next generation of
leaders was in preparation became obvious when on Sunday
morning, the daughter produced some survey questionnaires and
pamphlets of the African National Congress (ANC) and said she
was going out to engage in the survey work as she saw it as a
method of getting to know the community around.

In our conversation with Imraan Valodia and Caroline Skinner
a few days later, we discovered that the members of parliament
(MPs) were not directly elected by the community. The MPs were
not elected by any geographical constituency so that there was no
direct contact of the Party leadership with the community. This
had resulted in a sort of alienation of the ANC from its supporters.
It appeared what Mrs. Dladla's daughter was engaged in was one
of the attempts of the ANC to reconnect with its ordinary
members and supporters and also get to know what they saw as
the main problems (I gained this information from a quick look at
the questionnaire).

Overall this EDP provided insights into many aspects of the
economy and polity of South Africa through the interactions with
this host family. Two things that the South African government
seems to have done well were to provide social security and
housing with basic infrastructure almost universally. What it has
not been able to do is to provide sufficient employment
opportunities, or support traditional skills of the people and allow
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them to use these skills to create employment and incomes for
themselves.

I'sincerely thank Mrs. Dladla and her family for so happily and
warmly welcoming us into her household.
Nompumelelo Nzimande, Personal &
Technical Reflections
Mrs. Dladla's Family Life

We left the hotel on a taxi going to a semi-urban area called
Savannah Park in St. Wendolins Mission, where Mrs. Petronella
Dladla's household is located. She lives with her daughter, and
three grand children. The structure of Mrs. Dladla's household as
indicated below consists of three generations of females; her
family, however, has two non-resident males.

Mr. Host @
Child 1-Male

Gchild
male

Child 1-Male

Child 2-female

Gchild
female

In circles are those family members who reside in her
household. Mrs. Dladla's husband passed away in 2006, and she
is still wearing black clothing to symbolize that she is still in a
period of mourning. Her two sons are non-resident members: one
is in Richards Bay (North of KwaZulu-Natal) and the other in
Hammarsdale (a township in Durban). Both sons are employed as
drivers. Mrs. Dladla lives with her daughter who is a school
teacher and is also enrolled at the university part time to further
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her studies. She (the daughter) has two children, both of whom
are at university. She is fostering a child (curved line) who is also
attending a tertiary institution in the city. In total, Mrs. Dladla's
household has five members, all females from three generations.
She owns a sizable four-roomed house.

All her granddaughters are attending educational institutions,
the youngest is at a local secondary school. Education is an
important mechanism of curbing intergenerational transmission
of poverty in households. Mrs. Dladla's household shows
positive future prospects based on the dedication shown by her
grandchildren. Education is valued in her household, and her
grandchildren understand the future benefits of good
performance in school. There were school work activities until
midnight on both nights we spent at her home.

Mrs. Dladla is earning a government pension. The household
is sustained by this pension and her daughter's income as a school
teacher. She also receives some money from her sons. The actual
amount of this assistance was not specified, and could not be
ascertained from her. Her household seemed to be well
maintained and warm. Her grandchildren had great respect for
her.

The Area

The area where Mrs. Dladla lives and work is about an hour's
bus drive from Durban city centre. The neighbourhood is a
development area, with “one room” government housing.
Community members have extended these buildings to bigger
houses, as Mrs. Dladla has done with her house. The landscape is
hilly with gravel roads, where only the main roads are tarred. The
infrastructure in the area is fairly developed. The houses have
electricity and internal piped water. However, planning of the
neighbourhood is poor. For instance, there is no formal road
leading to Mrs. Dladla's house. To reach the house we had to walk
down a slippery hill from the main road. Poor town planning in
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the area meant that even though the building where Mrs. Dladla's
sewing project is within walking distance, the walk includes
passing rivers and climbing hills. Mrs. Dladla has been taking
this walk for years and carries a stick to help her through.
However, this was challenging to the team members such that we
hired a car to take us back to her home after work on our second
day. In fact one team member slid and fell (no injuries sustained)
during the walk up from the river. This presents a challenge for
Mrs. Dladla to get to work on a daily basis. She indicates that she
often could not get to work after heavy rains. The rivers fill up and
the hills are too slippery to make it through. Since all members of
the project reside within the same community, this could
undoubtedly present a challenge to productivity in the project
should the business expand its current level.

Bambanani Women's Forum

The forum has three major activities, dress making; tent hiring
and craft making. Dress making is the main activity, intended to
bring the largest profit into their business. This is the activity that
brought all members together, with the objective of developing a
viable small-medium business that would provide dress making
services to meet local needs and that of neighbouring places. Mrs.
Dladla was one of the initiators of the forum, which currently has
six members.

The forum was started in 1997. There have been varying
numbers of women in the forum at different stages of its
development. Retention is one of the key challenges that the
forum faces. Due to inconsistency in salaries, it is difficult to
retain members even in the presence of high formal
unemployment in the area. Individuals are interested in ventures
that earn them stable incomes. Currently, Mrs. Dladla is also a
treasurer of the Forum and ensures that the profits, when earned,
are distributed among members. Unfortunately the Forum has
not earned enough profits to sustain stable incomes since its
development. In the previous year, members received two
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salaries of 600 rand each for the entire year. Their interim
arrangement is that every six months, they get salaries depending
on how much profit they have accumulated. Discussions with the
members show that a lack of profits to share is their main source
of frustration. Some indicated that they are increasingly having a
difficult time justifying continuing to work with the Forum to
their family members. One member mentioned: “How can you
justify leaving the house every morning when you are earning
nothing at the end of each month?”

Dress Making

This is the main project that the women are engaged in. They
make school uniforms for three schools in St. Wendolins. During
the year, they do “small jobs,” which consists of orders from the
community that range from hemming clothing to making dresses
for special occasions. Although they have the expertise to make
other clothing products, their identified market is currently
focused on schools.

The strength of competition in production and sales of school
uniforms has been a stumbling block to the expansion of their
business to other schools. There already exists a formal company
that sells school uniforms to schools in the greater Durban
municipality. This company is the competitor for the women's
forum in areas where they wish to expand their business.
Penetrating the market is hindered by the additional services
provided by this other company to schools at no additional cost to
secure their business. Members of the forum indicated that the
company provides services such as financing the maintenance of
yards in schools that encourage their students to buy uniforms
from them. There is a lack of information and knowledge on how
to better market their school uniforms against this company. They
do not know how much their pricing differs from that of their
competitor.
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The Tent

They own a tent for renting to the community during functions
at a cost. They bought two tents at 10,000 rand each. They rent
them out at 350 rand. The cost of keeping the tent includes
cleaning it, and hiring a driver who will transport it to individuals
who have rented it. The members could not provide the actual
cost of maintaining the tent and the profit, but they pointed out
that the expenditure towards maintaining the tent is higher than
the profit they make from it. In this venture, this shows lack of
knowledge on how to manage this business such that it earns
them some profit.

The success of their forum hinges on the availability of a
market for their products. This is the biggest challenge they are
facing. The tent is running at a loss, as they indicated. After
paying the driver and maintenance of the tent, they make minimal
profit. Their main business of dress making has not expanded in
the recent past because of inability to engage with competition in
the market. These women did not have knowledge of how to
compete and market their products in other schools. They also did
not have the expertise to venture into other businesses that may
purchase their services or apply for government tenders that are
advertised locally. They own enough equipment to provide larger
services such as uniforms and linen for hospitals and other
institutions; however, they lack expertise to market themselves.

The Importance of Social Security

All members of the forum indicated that their households
receive one form of government- offered social assistance. The
majority of this assistance was in the form of government social
pensions. This is a means-tested, non-contributory pension
payable to men aged 60 and above and to women aged 65 and
over. Four members of the forum are beyond age 65 and receive a
pension, two of whom indicated that the social pension is the only
stable source of income in their households. One Forum member
has a household member who receives a disability grant.
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Evidence from South African data sources shows that cash
transfers have some positive effect on the well-being of poorer
households, and have improved health of the elderly. Although
intended to benefit individuals in their old age, evidence suggests
that pension income constitutes the majority of household
income in poor households and goes a long way in attenuating
poverty in these households (Burns etal. 2005). Indeed, members
of the Bambanani Women's Forum indicated that they use
pension money to purchase food, clothing and payment of school
fees for grandchildren. They link this directly to high levels of
male unemployment in the area. The majority of women
indicated that adult male members of their households are
unemployed, and this leaves the burden of household provision
on women.

Their Fears

Maintaining well-being for their households is primary source
of fear for women in the Forum. Currently the availability of
government assistance has gone a long way in maintaining some
security in their households, however with lack of additional
income to substitute this income, their households are living at
subsistence level. Sustainability and growth of the sewing project
would be a viable source of income and security for the members.
Despite their successful efforts in ensuring that they have enough
equipment to carry out their business, lack of business and
marketing management skills is a big impediment to the
expansion of their business.

Jeemol Unni, Technical Reflections

High Unemployment Rates and Small Informal Economy: A
Contradiction?

One of'the big policy questions in South Africa appears to be:
why is the unemployment rate so high? Many have been
questioning the process of collection of statistics in South Africa.
We had a big discussion on this in the EDP, including looking at
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the actual questions canvassed in the Labour Force Survey. Some
of the Technical Notes written on the EDP address this issue and
there is a general understanding that the South African workers
consider only formal wage employment as work and report
themselves unemployed if they do not have such jobs. All these
facts must be partly true and adding to the large unemployment
rate.

What puzzled me since my first visit to South Africa was not
so much the high unemployment rate, but the fact that it went
along with a small informal economy. To my Indian mind this
appeared a contradiction. In India we have low open
unemployment because we think the poor cannot afford to
remain unemployed.

How could all these people in South Africa remain
unemployed and not engage themselves in self-employed
economic activities, such as manufacturing something for sale,
or just buying and selling, or providing services including private
tuition? Perhaps these people can remain unemployed because
the government provides them unemployment benefits?

During the EDP and our Policy Dialogue in Pretoria, I was
given the answer to the first question on low informal economic
activity on two counts: the barriers to entry into the informal
economy in South Africa and the lack of skills among the people
acting as a “discouraged worker effect.” I address these two
issues briefly below. The issue of whether unemployment
benefits helped to raise unemployment rates is addressed later.

Barriers to Entry in the Informal Economy

The early Western conception of the informal sector was one
of a sector where there was no barrier to entry. Perhaps I should
say that this conception that anyone can set up business anywhere
in the informal sector is still part of the theoretical conception of
the informal economy. However, anyone living in the developing
world can easily see that there can never be “free entry,” even for
street vendors. There are N numbers of costs to entry and WIEGO
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has now developed the idea of “hidden costs” to working in the
informal economy. The same must be true of the informal sector
in South Africa as many of our Technical Notes show.

Something that struck my Indian mind as strange was the idea,
first put forth by Imraan Valodia at the EDP, about the extent to
which the formal sector had penetrated and captured the markets
in South Africa, for even the simplest of products like grain. Here
again, Marty Chen's notes point this out in the remote rural areas
she visited.

In fact, before we left for the homes of hosts, my host lady Mrs.
Dladla presented the case of manufacture of school uniforms in
South Africa and the market power of the formal sector, a few
large companies, that had captured the markets for this simple
product.

“Discouraged Worker Effect”

One explanation I could think of for the lack of spontaneous
informal activity in the face of high unemployment was related to
the legacy of the apartheid regime. By segregating the
community by space and race over long periods of time, and by
setting up restriction on who could do what economic activity
and where it could be done, the society appears to have destroyed
any existing forms of subsistence activities including subsistence
agriculture, manufacturing activities, and trade that could have
supplied locally produced goods/services to the local population.
The segregation across space by race led to more economically
homogeneous groups of people living together so that even if
something was actually produced, there was no surplus income
available in the community to purchase this product or service.
That is, the coefficient of variation of income within the local
community was very low. The result of all this was what could be
termed a “discouraged worker effect,” where no one bothers to
create work (self-employment) for themselves for two reasons:
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e There are very few skills left with the people, most of the
traditional skills having been destroyed during the apartheid
years. (I still find it difficult to believe that people do not have
skills.)

e [f there are any enterprising people left, the returns for such
economic activity are considered too poor for anyone to
venture into them.

Social Security Versus Unemployment Benefits

A possible explanation for the high unemployment rate is the
standard one that perhaps the government provides an
“unemployment allowance” that reduces the incentive for people
to try to undertake some economic activity. While the
Government of South Africa does not provide any
unemployment or social security benefits for the working age
population, it has a rather good social security system in place for
the under-privileged, such as old age pension, child support grant
and disability grant. During our EDP we noted that most of the
households were receiving one or the other of these grants and it
was being used as a source of income to support the household
(see my Personal Reflections). In fact this social security cover
for the under-privileged was one of the successful programmes of
the South African government.

So far [ have discussed the issue of why the informal economy
does not seem to grow in South Africa. Given the high
unemployment rate, unless the formal economy can absorb the
growing workforce, the informal economy has to be supported by
the government of South Africa to tackle the problem. I state
below a few policy-related issues that arose during the EDP
regarding support to informal enterprises.

Informal Enterprises and Demand for the Products

As highlighted above, the demand for products seems to have
been captured completely by the large formal sector enterprises.
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Government tenders: The government has a system of
requesting tenders for the products it wishes to purchase, for
example uniforms for staff of the government hospitals.
Obviously the market power and information networks of the
large formal enterprises work overtime to access such
information, while the informal enterprises are left far behind.
Even within the Black Empowerment Policy it appears that the
larger black operated enterprises are able to access the systems,
again leaving the smaller units behind.

Access to information through a single window system:
Smaller informal enterprises could be provided with a single
window system for access to information on tenders and help in
the procurement and inter-face with the government.

Government procurement through “quotas”: Besides help to
access tenders, a system of government procurements through
“quotas” for products from the informal enterprises could be
introduced.

Product Pricing and Subsidy

The informal enterprises need to be provided a competitive
environment or level playing field. We observed during the EDP
that the small cooperative that manufactured uniforms was not
able to offer a competitive price because of the various
accessories/inputs that had to be purchased from the market. Also
the small size of orders obtained did not allow them to bulk
purchase the required inputs, so that the input prices remained
very high. If such units are to survive in the initial years, some
form of subsidy would be required so that their products could be
priced competitively in the market.

Organizations of Informal Enterprises: Federations of
Cooperatives

Finally, if the small informal enterprises are to gain market
power to compete with the large formal enterprises, they need to
form cooperatives or other producer groups to bring them
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together as federations. Such federations can bulk purchase the
inputs/accessories required for, say, making uniforms at lower
prices and selling to the informal enterprises to reduce prices of
their products. Federations increase the bargaining power of the
informal enterprises and they can negotiate better with buyers,
government or other authorities.

References

Burns, J., M. Keswell, and M. Leibbrandt. 2005. “Social
Assistance, Gender, and the Aged in South Africa.” Feminist
Economist, Vol. 11,No. 2, pp. 103-115.

130



Host: Zodwa Khumalo

Zodwa Khumalo (MaDlamini)

An inyanga (traditional healer) who sells muthi
(traditional medicines) at the market

Guests
Nancy Chau
Caroline Skinner

Facilitator
Thandiwe Xulu
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Nancy Chau, Personal Reflections

To begin with, there were three reasons why I came back safe
and sound, and writing what I am writing now. First, sincere
thanks to MaDlamini, who immediately took Caroline Skinner
and me in as if we were her daughters. In fact, I think we got
special treatment because we slept in the beds of the kids while
they slept on the floor both nights. Consequently, we slept well,
and at least for me, felt ever more refreshed and energized, thanks
to the gracious hospitality and care extended to us. Second, over
the course of the experience, I began to realize that some things
did not seem “right.” Because of a period of heavy rain, the toilet
in MaDlamini's home was washed away. Curiously, a hired toilet
stood but 20 feet away. Next, there were the bed sheets. They
were all brand new, washed, starched and ironed. Just as I was
already feeling badly about all that MaDlamini must have gone
through for us, I was made to feel even worse when Caroline
Skinner told me that this was all planned, thanks to Imraan
Valodia and Thandiwe. To them, I say thank you once again, and |
stand in admiration of the care in planning that they have
executed. Finally, I had a small run-in with a pickpocket in the
streets of Durban. While something like this has happened to me
before in other countries, Caroline Skinner showed how to
handle this in the most graceful way. A slap on the hand did it, and
restassured I will not forget this.

There was magic in the air throughout. MaDlamini is a Zulu
herbalist and owns a store in the muthi market of Warwick
Junction. If you want to know how to regain a runaway boyfriend
or husband, I know now where you should go! Her inspiration to
begin practicing the craft of traditional herbal medicine came
from a dream, in which her ancestors instructed her on how and
what to do every night. Now, her store is located at a prime spot in
the muthi market (and I would say blessed with plenty of good
Feng Shui as well). During our stay with her, we started the day at
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the store, saw customers coming in and out, learned of really
interesting monthly business cycle effects in muthi trade, saw
rotating savings and credit associations in action, and finally
returned to MaDlamini's newly built home, watched the news on
television, listened to church CD's, and enjoyed the beautiful
meals that MaDlamini prepared for us. [ was also not expecting to
see electricity and running water supply in every home in the
neighbourhood, a brand new local library in which so many
children were reading, studying, and otherwise generally basking
in the atmosphere of learning created there. There were also well-
paved roads to town quite near MaDIlamini's home, where a taxi
would drive by every ten minutes or so.

But her story did not start this way. MaDlamini was born in
Pondoland, and married into the Khumalo family in Durban.
MaDlamini saw the passing of her husband, and endured the
losses of both of her children to diseases. She now cares for her
five grandchildren (Sibhiwe, Siyanda, Hlengiwe, Khethiwe and
Bheka), a daughter-in-law Sthembiso, as well as Khanyisile, the
mother of Hlengiwe and Khethiwe, in a society where the
traditional ways of saving for old-age no longer applies because
of the spread of HIV/AIDS. She began as a Zulu herbalist not
from the comfort of a sheltered store complete with electricity
and running water, but as a street vendor alongside Russell Street.
She witnessed growing numbers of street vendors, faced legal
restrictions to sell herbs on the streets, and became one of the
founding members of Self-Employed Women's Union (SEWU),
who negotiated with the city council about the building of the
present day muthi market.

She spoke of a number of pressing issues for her, and her
fellow herbalists. These include the lack of access to business
loans, and difficulties with establishing a savings account. She
spoke of the importance and the cost of education for all of her
grandchildren, and for Sthembiso, who is a brilliant hair-dresser
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even without formal training. She also spoke of the lack of access
to health-care. The scar on her ankle and the difficulty with which
she walks were still visible months since a car accident occurred
near her home, after which the driver simply sped away. She
spoke fondly of SEWU, the vital role of the organization both for
her and for other home-based and informal sector workers in
Durban, and said she would like to see the organization back in
operation.

It was a tremendous fortune to have participated in the Durban
EDP. On behalf of both the economist and the friend, thank you.

Caroline Skinner, Personal Reflections

MaDlamini is a traditional medicine trader working in the
Warwick Junction Herb Market. Warwick Junction lies on the
edge of Durban's inner city. The Junction is a transport
interchange and has thus always been a natural market for trading.
Under apartheid street trading was harshly managed but despite
this the area has long been a place for the dispensing of traditional
medicine or muthi. MaDlamini has been trading in the area since
1982. She has thus seen the changes from an era of apartheid
repression, where she and other traders frequently had to run
from the police, to a period now where traders have been
integrated into urban plans.

There is a mystery and magnetism about muthi. Traditional
medicine techniques have been practiced for centuries and muthi
is still used extensively by black South Africans. The
pharmaceutical industry in recent times has paid some attention
to these techniques, as many of the products tested have been
proved to have unique healing attributes. Knowledge is passed
down from generation to generation. Those involved in muthi are
called by their ancestors to become traditional healers or
inyangas. The training process is often quite rigorous. Through
dreams, the ancestors identify who you should be trained by.
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MaDlamini described her many vivid dreams that guided her in
the process of her training. One of the striking features of the two-
day experience was how incredibly skilled this work is. She has
over 150 different products—Ilargely plant, but also animal
products—in her 3m by 3m stall. She knows all the products by
their multiple names, but also how to combine them and to what
effect.

Most of the working hours spent with MaDlamini were at her
stall. On the second day a trainee inyanga came with his teacher
to buy a long list of herbs. He was scantily clad with most of his
body covered in white clay. He had animal skin. He sat at the feet
of his imposing teacher. She was adorned with white and red
beads and a brightly coloured headdress. Since the establishment
of the market, more and more traders wear traditional dress. As |
sat there I was struck by the significance of this activity being
incorporated into urban plans. Muthi dispensing, so emblematic
ofan aspect of Zulu culture, was being acknowledged and catered
to by the establishment of a market located so near the inner city.
Although there are increasing problems with the way the city
council is dealing with street traders, this market remains
symbolic of what became possible in the post-apartheid period.

MaDlamini lives in a township about 40 kilometres south of
the city centre— KwaMakhutha. To get between here and the
Warwick Junction, MaDlamini has to take two, often rickety, old
taxis. This costs her 22 rand a day and depending on traffic, over
an hour door to door. She often needs a family member—either
her daughter-in-law or her 15 year old grandson—to help at the
stall. This is particularly so if MaDlamini has to attend
meetings—of which, there are many. If they come to assist, travel
costs obviously double. Her friend and fellow market trader,
Mak, lives an even greater distance away. She has three children
and a sick husband but simply cannot afford to go home every
night. Thus most nights MaK stays in the market. Although there
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are now council security guards in the market and other traders
who stay there (so there is strength in numbers), this rough
sleeping makes her very vulnerable. These are the day-to-day
challenges that stem from the persistence of apartheid spatial
planning—where the poorest live furthest away from economic
opportunities.

MaDlamini is currently in the process of building a new house.
For many years she has lived in prefabricated housing that was
established by the state to house families affected by the
Inkatha—African National Congress violence of the late 1980s
and early 1990s. Two rooms have been completed in the new
house and this is where we stayed. Both dwellings were very
modest. In the newer house, although there is electricity, there is
no running water inside the house but a standpipe next to the
house. The pit latrine next to the house was washed away in a
violent storm a few days before we arrived. Particularly given
these circumstances, I noted the high standards in the
household—everything was spotlessly clean. Also I noticed that,
despite this household being better off than many in the area,
there were very few non-essentials in the house.

Given that a substantial amount of my work has concentrated
on local government, this was one of the issues I was particularly
looking out for. By the end of the two days I concluded that the
story was mixed. The area in which MaDlamini lives has had
electricity and running water for some years and there was a new
community centre, including a well-resourced library. There
however seemed to be no municipal waste removal, leading to
health problems like an infestation of rodents. In her work
environment, as will be detailed in my technical reflections, the
city has spent significant resources in designing appropriate
trader infrastructure. The streets in the Warwick Junction were
being cleaning by municipal officials and pavements repaired.
Some of the so-called bad buildings—buildings in rates arrears
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that the private sector has abandoned—surrounding the Junction
were being renovated. The street trader infrastructure however
was not consistent across areas. Isipingo town centre—the
transport node south of the city centre at which MaDIlamini
catches her second taxi—was much more dilapidated, with
broken pavements. The newly established taxi ranks had, in both
location and design, made few concessions for informal traders.
Crime is a problem in both MaDlamini's work and home
environment. It particularly struck me that the only police we saw
in the full two days of trading in Warwick were policemen
removing the goods of traders who did not have permits.

The stories of the young dying became, for me, one of the
more difficult parts of my exposure. Before we had even left the
Blue Waters Hotel, MaDlamini started speaking about her
children. She had three children—two sons and a daughter. In the
last three years one of her sons and her daughter, as well as one of
her brothers has passed away. As she told us her eyes filled with
tears. She has been left with many dependents—a baby of a few
months, four children and two young women—the wife of her
son and her brother's wife, neither of whom have ever worked.
MaDlamini, a 62 year old woman, is thus the only income earner
in her household.

On our first night MaDlamini and our facilitator Thandiwe,
who lives in a neighbouring township, spoke at some length
about how many young people were dying in their respective
communities. MaDlamini's house overlooks a municipal
graveyard that she pointed out was established only a few years
ago and now was almost full. While we were in the market we
were told that another muthi trader had died. Her daughter will be
taking over her site. MaDIlamini also noted that many of the card-
board collectors who used to operate next to her site have died.
Both Thandiwe and MaDlamini shook their heads at the
difficulty of changing the sexual behaviour of the youth saying,
“They don't wear condoms.”
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As a researcher concerned about informal work in South
Africa, the impact of HIV/AIDs cannot be avoided. I carefully
monitor the progress of the governments' antiretroviral roll out
and have studied the insurance industry's models of how the
disease will progress. This, however, was a very real personal
experience of what is meant by “high dependency ratios” and
confirmed what an important role informal work plays in
mitigating vulnerability.

I found this experience a huge privilege. My parents live in the
former white suburb close to MaDlamini's home so the highways
we travelled on are roads I know well. As I sat in a crammed taxi
with loud Zulu gospel music blearing, watching cars whizz past,
it felt amazing to be inside looking out, rather than the other way
around. It reinforced the importance for me of doing similar
things not only for my work but for my experience of my city.

Nancy Chau, Technical Reflections

The Durban EDP was every bit as thought provoking as the
Ahmedabad EDP. It was very useful that our experiences were
decentralized but focused on the various facets of the informal
economy. It was also evident how much thought, planning, hard
work and dedication were poured into this event. Thanks to the
foresight, the preparations, and a real sense of engagement
fostered both by the experience and the dialogue, I came away
with a wealth of information. The collective impact of these, I
have no doubt, is already influencing the way in which [ approach
and understand studies and policy debates about the informal
economy.

In this reflection, I would like to raise three sets of issues that
have been on my mind since the two EDPs. First, I draw two sets
of links between globalization and the informal economy. Next, [
will discuss some thoughts on informal credit markets, with a
wish list on issues to consider. Finally, I would like to close by

138



briefly noting a largely ignored issue, at least in the course of our
discussions before and after, having to do with the
intergenerational dimension, and persistence.

Globalization and the Informal Economy

One route through which globalization, in the sense of the
spread of merchandise trade, is thought to be linked to the
informal sector is through the formal sector. Downsizing, cost-
cutting, layoffs and outsourcing are all terms now almost
synonymous to many as the direct consequence of trade
liberalization both in developed and developing countries. This
emphasis on the labour market brings to the fore at least three sets
of implications: (i) the termination of old and the generation of
new employment relationships in different sectors of the
economy; (ii) a shift in the nature of job security and employment
relations now incentivized by market forces; and (iii) income
distributional consequences that arise because of this re-
shuffling, both across workers at a given point in time, and for the
same worker over time. The Ahmedabad EDP was, from what I
saw, an example of this. The informal sector is important in this
context, because it now acts as an “employer of last resort,” as
long as there is sufficient ease of entry.

The Durban EDP unveiled another set of linkages, which
brings the world market to the doorstep of the informal economy
in Durban. Interestingly, this link includes a combination of a
South-South flow of investment, goods and people. Right in the
vicinity of Warwick Junction and the muthi market (on our way to
get cute things for the kids ... or we would have missed it!), we
saw scores of wholesale shops, many brand new, others still
under construction. Most are owned by Chinese or Indian
investors, although we did not really count. These wholesalers
stand in the middle between the world market and informal
traders, and act as a supplier of inexpensive goods of all kinds.
This corroborates both popular press and dedicated research
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reports about the many-fold increase in investments from Asia to
sub-Saharan Africa in recent years, in part in response to a shift in
government policies (both Host and source), but also to
preferential trade directives such as AGOA (African Growth and
Opportunity Act) of the USA, and EBA (Everything But Arms) of
the EU. The corresponding increase in investment projects now
span manufacturing, services, resource and energy sectors.

There are then three other sets of forces that globalization can
bring to the informal economy, but about which research is in
short supply: (i) the emergence of competing suppliers for
informal traders, which offers the opportunity for informal
traders to break free from longstanding supply chain
relationships; (ii) the potential for employment creation arising
from newly formed establishments; and (ii1) the interesting issue
of South-South investment flow, and with it, the flow of human
capital, ideas, management expertise, and technology, that need
no longer be bound by the memory of the apartheid era.

Informal Credit Markets

One of the highlights of the Ahmedabad EDP was a visit to the
SEWA bank. We were made aware of impressive rates of loan
repayment, the important role of case workers in the process, and
savings accounts for the poor. In contrast, then, the absence of a
SEWA bank equivalent in Durban, and the informal credit
arrangements (e.g. rotating savings and credit association) that
rise in its place, were equally noticeable. What they share in
common, however, is that they both demonstrate how it is not at
all clear that the creditworthiness of the poor is the stumbling
block of a smooth functioning credit market. After all, a person's
“credit-score” is both group- and place-specific. A rich man with
a perfect credit-score can walk in and out of formal financial
institutions, but will most likely find the doors to credit access
from informal credit markets shut. The same, and the more
familiar case, is true the other way around.
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Instead of diving into questions concerning information
asymmetries and the implied creditworthiness of an individual, I
would like to put before you now a series of questions that
international economists, in their own way and in their own
context, for example, have tried to ask themselves, but the
questions are phrased here in the context of informal and formal
credit markets. Please bear with the simple-mindedness of them
all, for in the end what I want to get at is that we have yet to
develop an appropriate language, a set of objectives, and a
knowledge-base, through which issues concerning inequality in
credit market access can be dealt with, and in a way that mirrors
the conceptual and quantitative strides that have been made in
understanding labour and income inequality.

Rates of Return

“An investment project in sector A is known to yield 10 per
cent net rate of return in a year's time for sure, and another
investment project in sector B is known to yield 5 per cent for sure.
With a dollar to invest, where should it be spent from the
investor's point of view, and where should it be spent from a
social welfare point of view?”

Riskinessin Rates of Return

“An investment project in sector C is known to yield 10 per
cent net rate of return on average in a year, and another
investment project in sector D is known to yield 5 per cent on
average. It is additionally known that both projects are risky.
Project C yields 15 per cent and 5 per cent respectively with 50-
50 chances, and project D yields 50 per cent and 0 per cent
respectively with 10 per cent and 90 per cent chances. With a
dollar to invest, where should it be spent from the investor's point
of view, and where should it be spent from a social welfare point
of view?”
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Risk and Inequality Aversion

“We have the same investment projects here, in sectors C and
D, and still a dollar to invest. What we additionally know is that
social welfare exhibits an aversion to income inequality (as
opposed to the investor's private aversion to risks, say). Where
should the dollar be spent from the investor's point of view, and
where should it be spent from a social welfare point of view?”

Employment Creation

“We again have the same investment projects here, in sectors
C and D, still a dollar to invest, and social welfare continues to
exhibit an aversion to income inequality. We additionally know
that both investment projects can create jobs, at a level that is
proportional to the ex post rates of return. A project that yields 0
per cent rate of return in the end generates no jobs, but a 50 per
cent return means 50 additional jobs a year given the same dollar,
for example. Where should the dollar be spent from the investor's
point of view, and where should it be spent from a social welfare
point of view?”

A wrestle with these questions (say substituting A for formal,
B for informal and vice versa; envisage an investor in the
informal economy, the formal economy, or the government; in
place of a dollar, use as big or small a sum as you see fit) is useful
for me. This is because it stresses the importance of fact-finding,
and focuses attention on some issues that may have been put in
the backburner for a while, but are now resurfacing in the context
of'informal credit markets. There are four such issues that [ would
like to note. First, what are some salient features of informal
credit markets, their investors and investment projects, in terms
of scale, rates of return, risks, and employment creation and/or
destruction prospects relative to that of the rest of the economy?

Second, how would one draw up a priority list governing
social welfare that accommodate a concern not just for monetary
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returns, but equity in terms of access to the opportunity to invest,
regardless of the promised money rates of return? For example,
what should free entry in an otherwise segm ented (formal versus
informal, say) credit market be taken to mean?

Third, adding risks introduces an additional dimension to the
problem, because it is itself another source of (ex post) income
inequality. This raises the issue that a concern for income
inequality may or may not be friendly to certain investment
prospects. Importantly, this also suggests that a concern for the
opportunity to invest, can and should be expected to conflict with
a concern for income inequality under some circumstances (such
considerations will also sooner or later take us to the familiar
territory of insurance, and the moral hazard of bail-outs).

Finally, indicators such as default rates and money rates of
return inevitably paint an incomplete picture. A first approach, in
an economy such as South Africa with rampant unemployment,
may be usefully phrased in terms of the employment creation
impacts of credit market transactions in formal versus informal
markets.

Intergenerational Aspects

I should like to close by briefly noting one last issue. This
concerns looking at the informal economy as made up not just of
informal enterprises, as international definition now dictates, but
of households with one or more family members engaged in job
search, wage employment, entrepreneurial, or unpaid labour
market activities in the informal economy—one in which at least
some or all labour and business regulations, tax laws and other
regulations concerning inputs use, production process, and
output production (in quantity and quality dimensions), cannot
be enforced by the government, or simply do not apply.

143



One way to approach the issue is to force ourselves to ask
whether informal enterprises are driven only by self-interests,
maximize profits, and may wish to pay below the market wage if
they can, for example. I suspect the reason why this can sound
both kind of right and outright wrong is that a member of the
informal economy should in fact be thought of jointly as a
producer of goods/provider of services, and equally importantly,
an undertaker of education, health, capital, and social capital
investment decisions. In economists' jargon, the plight of
informal households today has spillover effects that run across
generations, and peer effects that run across the economy where
they belong, including both its working and non-working
members.

Caroline Skinner, Technical Reflections

In terms of my work, the impact of the EDP was multifaceted.
Through the experience I was introduced to some new empirical
insights, I found further evidence for many of the issues raised in
previous research, a few policy, research and policy-research
gaps were highlighted for me and some of my concerns about
empirical data gathering were reinforced. I list examples of all of
this below, in no particular order of importance.

e An increase in Asian goods being sold informally, partly
facilitated by a new Chinese community—the signs of
trade liberalization

There is a significant increase in the number of Chinese
wholesalers operating in the inner city of Durban. They are
retailing both high-end products like televisions but also
cheaper consumer goods like clothes, shoes and accessories,
suitcases and lots of blankets that we were told come not only

? At the World Economic Forum annual conference on Africa, Africa-
China two-way trade was said to have increased by 40 per cent in 2006, to
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from China, but other Asian countries too. MaDlamini argued
that the goods are reasonably priced but questioned their
quality. These Chinese wholesalers are clearly targeting the
informal economy as a key final point of sale, particularly for
the cheaper goods. There are a number of new very large
Chinese run wholesalers, often advertised as “hawker shops.”
The pace at which these Chinese wholesalers have displaced
South Africans, largely of Indian origin, in the Durban inner-
city is striking. Their presence facilitates the increasing influx
of Asian goods. This is a micro- example of the extent of
increase in Afro-China trade.” The role of the informal
economy in this process however remains under-explored. A
further nuance is that with the Chinese becoming a more
established community in the city, there is increase in the
number of poorer Chinese migrants. We met a Chinese
woman who sold cupcakes to informal traders and passers by.
She had come to South Africa as a stowaway on a ship. Her
husband had died and she had done this on the promise that
she would make enough money to send to her children, one of
whom was very sick. This 1s an under-explored issue in the
research on international migration in South Africa.

e Thelivelihood impact of the right to trade and
provision of appropriately designed infrastructure

As noted, MaDlamini has been trading in the Durban inner
city since 1982. Her trading life can be separated into four
stages. First, the period of harassment—in the 1980s she was
operating from a street close to where she currently is and she
was consistently harassed by the police who would remove
all her goods. It would take months to build up the stock that
she lost. Second, there was the period of nearly 10 years of
less harassment. From the late 1980s to 1997/8 the city

US $55.5 billion. This is estimated to increase to over US $100 billion by
2020 (Mail and Guardian, Online 15 June, 2007).
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council's approach was to allow traders to operate but no
infrastructure was provided. She was operating on an
exposed city street. She explains how this type of trading,
particularly in a poorly managed but busy environment,
entails being constantly vigilant to avoid goods being stolen
or damaged. The third phase was that of market trading. In
1998 she moved into the Traditional Medicine Market, a
market that the city council established in close consultation
with traders. This market has shelter, water and toilets.
Finally, in more recent years she has been operating from a
kiosk. This kiosk borders the traditional medicine market so
she remains close to her peers. The stall has water and lighting
and aroll up metal door.

What is important was with each phase of greater security and
then access to more sophisticated infrastructure, she has been
able to increase her stock levels and thus her income. For
example in moving from the street to a market she could stock
up, not only due to the bigger size site but also not having to
limit her stock by the quantities that were possible to store. In
moving from the market to a lock up kiosk, she has
significantly increased the amount and variety of stock she
carries. In terms of stock she carried at the time of the EDP,
there was nearly 20,000 rand worth.” This is substantial. It
was not possible to do exact calculations of stock levels and
profits before, and after. If we had more work on the impact
that a) security of tenure and b) appropriately designed
infrastructure has on trader livelihoods, this would be useful
material to attempt to influence policy at local and national
levels.

* There were approximately 60 bags of plant products that she valued at 120
—150rand each and approximately 100 bottles which she valued at 110 rand
each. Her stock values at the time were thus 19,100 (+-$2,700) rand.
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Barriers to entry into the informal economy

One of the big policy questions in South Africa is, given high
levels of unemployment, what are the barriers to entry to
more people working informally? We posed this question to
MaDlamini and Thandiwe, both of whom have not only been
informal workers themselves for most of their working lives,
but also very active in informal worker organizations. They
said the main barrier to entry was crime. Crime is a pervasive
issue in South Africa. MaDlamini felt that crime had got
worse in the inner city in recent years. In our two days
someone attempted to pickpocket my co-visitor Nancy Chau.
When we were sitting in a more formal market across the way
from where MaDlamini traded, the women who served us
told us of a gang who was going around with AK47s and
stealing from the formal traders in the area. A secondary
barrier they identified was the cost of transport; the issue of
the economic impact of apartheid spatial planning is thus
raised again.

Backward and forward linkages and employment created

Another area of policy concern is the backward and forward
linkages in the informal economy, particularly the
relationships with the formal economy. MaDlamini sources
her goods from a number of different suppliers. She mainly
gets them from gatherers who come directly to the market to
sell their goods. She says the main supply market is about
three hours drive up the North Coast. She used to go up there
herself but said that in recent years this has become
unnecessary. She does however send women to get specific
goods. Her goods are either sold to end users or onto healers
who then prescribe them directly to their patients. Other than
the plastic carry bags she sells her goods in, which are sourced
from the formal economy, the backward and forward linkages
in the segment of the muthi chain that she works is entirely

147



informal. I hesitate to admit this because I have long argued
that the formal and informal economy are intimately
interlinked. Traditional medicine is somewhat of an outlier.
Given that the city council, in collaboration with the
provincial government, has set up a number of farms to
supply muthi products, the linkages with the formal economy
are likely to strengthen in time.

Itis clear that this aspect of the health services in South Africa
generates substantial employment. There are gatherers,
wholesalers, couriers employed to source rare goods, people
employed to process product (for example, crushing bark),
dispensers and doctors. Most of these people are women.
They service a clientele that are largely Africans—both rich
and poor. A number of the clients served in the time we spent
with her were well to do, middle class South Africans,
indicating the popular appeal of the product.

Trust and reciprocity

In the absence of formal structures and procedures that
protect formal economy players (like lock up shops with
security, written contracts, bank transfers, access to credit)
reciprocity and trust does come into play. It is striking how
muthi traders, despite the fact that they compete for
customers, are very supportive of each other. If a trader needs
to leave her stall for short or even long periods her fellow
traders watch the stall and sell her goods to customers. When
MaDlamini did not have a product, she either directed the
customer to the trader who did carry that product, or went to
fetch it to sell it for the other trader. There are particularly
high levels of trust in supply relations. As previously noted,
while we were with MaDlamini, she paid two young women
190 rand to source plant products. She said she did not expect
to see them for at least three weeks but did not doubt they
would come back. Another example of this is the rotating
credit societies detailed below.
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Financial management and related issues

o Rotating credit societies: The EDP gave me a new insight

into the workings of rotating credit societies, locally
known as stokvels. MaDIlamini contributes 200 rand a day
to her stokvel. There are ten members in the stokvel and
most of them are fellow muthi traders. She has done this for
two years (roughly correlating to when she moved into the
kiosk). Through this, she “saves” about 4,400 rand a month.
She did say that she used these savings to build her house.
She is very disciplined about her contributions and would
rather borrow money than default. The stokvel also lends
money, it was explained that if you borrowed 60 rand you
paid back 75 rand at the end of the month or if it was 100
rand you pay 125 rand (i.e. and interest rate of 25 per cent).
This interest had to be paid no matter what the loan period
so if you took the loan on the 1" or 29" of the month. The
profit made from these loans is shared out at the end of the
year. Thandiwe, our facilitator explained how she was a
member of three stokvels—one monthly, one for
Christmas food and one similar to MaDlamini's. They both
explained how some stokvels do use formal banks. Little
research has been done in a South African context about
how to strengthen these informal savings mechanisms.
How do such clients experience the commercial banks?
How could banks better target and support stokvels? This is
important in the light of a policy opportunity presented by
the financial services sector campaign.

Access to credit: When asked what she would say was the
most important intervention government should be
implementing to support the informal economy,
MaDlamini identified access to credit specifically to buy
stock. In her case she felt that if she had access to credit she
would be able to stock more of a range of goods and that
this would increase her profitability.
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o Access to insurance: As noted her estimated stock value is

20,000 rand. This is not insured for fire or flood damage or
theft. Some would argue that traditional medicine traders
are somewhat protected from criminals in comparison to
traders selling other goods. This is because criminals fear
reprisals from either the trader themselves or the ancestors.
Insurance for productive assets and stock is an important
area for further research and policy analysis.

Calculating income/profit: MaDlamini does not make
profit and loss calculations. Money generated through
trading is used for business and personal uses. In the second
day we were with her we estimated she sold about 500 rand
of'goods. She however spent 260 rand on two bags of goods
sold by gatherers and a further 190 rand to the women she
sent off up the north coast. With stock levels like she has,
much of which was sourced some time ago, I am struck
again by how methodologically challenging securing
accurate income data is. To accurately assess profit,
financial information would have to be collected over time.
More innovative methods like getting informal workers to
keep their own financial diaries over a long period (as has
been experimented with in the Western Cape) need to be
considered.

The role and impact of collective action

MaDlamini and our facilitator Thandiwe Xulu were both
active members of the Self Employed Women's Union or
SEWU. SEWU was modelled on the Self Employed Women's
Association in India. They were active from 1994 to 2004. At
the time of SEWU's closure, MaDlamini was the President
and Thandiwe the secretary for the KwaZulu-Natal region.
There was some reflection over the two days about the impact
of SEWU on their respective lives. Both women said that
SEWU had given them very important skills, particularly
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negotiation skills and practical organizational skills like how
to chair meetings. They both spoke of how much they had
learned from the founder, Pat Horn. MaDlamini said “SEWU
opened my eyes.” She spoke about travelling to India and
Germany for SEWU. India particularly struck her. This is
where she got the idea that SEWU should organize cardboard
collectors, a group that became an important sector group in
SEWU. MaDlamini attributes the very existence of the herb
market to SEWU's lobbying. This simply confirms and gives
particular detail to what we know about the importance of
collective action in the informal economy generally, and
particularly, among women. Both women spent time
reflecting on the importance of establishing anew SEWU.

Although SEWU no longer exists, MaDlamini is active in a
number of other organizations and attributes her volunteer
work to her experiences in SEWU. She chairs the Herb Trader
Committee. Two issues were raised with her in her capacity as
chair while we were with her. First there was a case of a
women trader who is trading in a part of the market with
limited foot traffic—her mother is the permitted trader but is
sick. MaDlamini decided that this trader should swap sites
with a newer trader whose site was in a busier place. Second,
there was a case where a trader's goods had been taken and she
had evidence that one of the barrow operators was responsible.
The trader wanted to get her son to come and beat the
perpetrator up. MaDlamini calmed her and suggested that this
was not appropriate. There has, however, been some
controversy over the council outsourcing responsibilities to
local block committees—responsibilities like the allocation
of sites where more neutral actors would be appropriate.
MaDlamini seems to have a measured approach, so in her case
this is not as problematic as it would be for leaders who were
more easily corruptible.
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EDP as amethod

Exposure dialogues as an experiential method and
perspective changing tool are extremely powerful.
Anthropologists however are likely to be critical of it as
“quick and dirty.” This, however, would be misconstruing the
purpose but also would be the case if it were not so carefully
set up. The hosts were incredibly well prepared and briefed.
This method, however, does come with the normal hazards of
research in poor communities, that your very presence raises
expectations that things will change. There was huge energy
generated through the EDP, talk of influencing government
policy and establishing a new SEWU. Particularly with the
former, I felt that during the EDP the academics did not state
clearly enough that we are simply conduits for the
information and cannot control the outcome. I was concerned
that we generated unrealistic expectations. This was [ am sure
addressed in the debrief session. As a research method I find
myself unsure how to use the experience and insights gained
through this exposure as, essentially, to make any broad
claims I would be generalizing from a sample size of one.
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Host: Mildred Ngidi
Mildred Ngidi
Concrete block maker

Guests
Ravi Kanbur
Imraan Valodia

Facilitator
Sibongile Mkhize
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Ravi Kanbur, Personal Reflections
And Has the Lobola Been Paid?

Imraan Valodia and I, together with our facilitator Sibongile
Mkhize, had the enormous privilege of staying with Mildred
Ngidi. She lives in Umzinyati, outside Ndwedwe, about an hour
from Durban. She makes and sells concrete blocks. We shared her
household, her food and (after a fashion) her work. These notes,
made at the end of the day, capture the information [ was gleaning,
and what I thought and felt at the time. They are reproduced
pretty much as they were written, with no attempt at constructing
anarrative—though one does seem to emerge nevertheless.

We paid a courtesy visit to the chief to ask permission to visit
the area. Chief was out. Met his wife. She is a school teacher—a
deputy principal. She has 108 orphans out of 900 students in total.
She asked for assistance.

Discussions began with MaNgidi. She moved here on
marriage. Her husband's family has been here for a long time.

SEWU has been very important to MaNgidi. She got training
in making concrete blocks and in sewing. Her father-in-law
opposed her going to SEWU meetings. “Are you really going to
the meetings?”” Her husband, however, was supportive. There are
five women in MaNgidi's group—four are widows. MaNgidi's
husband joked, “Am I next?” MaNgidi is mother to three girls
and aboy; the youngest are twins—a boy and a girl.

In December 2005 her husband had a car accident. His car was
badly damaged. He cannot now help in delivering the concrete
blocks that MaNgidi makes. MaNgidi says there is demand for
blocks, but (1) because of the accident and because the car was not
insured, delivery is an issue, and (ii) to make blocks means
buying cement in advance. Finding finance for this upfront
purchase, and sometimes to take advantage of special deals for
bulk buying, is a major problem.
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Her friend stopped by. She does multiple things—blocks,
clothes, domestics work (two jobs). She sells clothes at the
pension points in the area. She is not registered by her domestic
work employers.

House is in reasonable amount of land. Built in different
connected parts. TV, music system. Manchester United posters.
Outside toilet, provided recently by the local authority in 2001.
Electricity came in the late 1990s. Running water is also recent
(2000). Before, much of the time was taken up fetching
water—several times a day to the river to fill up the tank. Piped
water has released time for other activity, like making blocks. It
also helps in growing vegetables on the land. The data in the
volume (Haroon and Kanbur 2006) that Haroon Bhorat and I
have edited show the improvement in social services throughout
South Africa. MaNgidi is the reality behind the statistics. Her
case shows how important it is to press ahead with full provision
nationally.

Second day: making blocks. Taken down to riverbed, where
blocks are made, by MaNgidi's husband in a borrowed car. Car is
filled with tools, including very heavy block maker, and three
bags of cement. Stuff unloaded near river bed, then lugged some
distance over very uneven and overgrown terrain. Three 50 kg
cement bags in a wheelbarrow prove particularly difficult,
especially getting the wheelbarrow over a fallen tree.

Blocks are made in a clearing, where sand from the riverbed is
brought to dry. MaNgidi had enough sand for today, but she takes
us down to the bed to see how sand is collected and what sort of
sand (coarse, not fine) is needed. The right sort of sand is close to
the water, and hence wet and heavier to carry back.

We had three bags of cement. Four wheelbarrows of sand per
bag were mixed. Water—fetched from the river in a plastic
tank—was added. Mixing the concrete and then making the
blocks is heavy back-breaking work. Each bag of cement costs 65
rand. To pay boys to get four wheelbarrows of sand and help
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make blocks costs 20 rand. Each bag of cement makes 30 blocks.
Each block sells for 4 rand. So profit is 1 rand per block. In one
morning's work we made 90 blocks, or roughly 90 rand profit
when the blocks are finally sold. Such work cannot be done every
day.

Akey issue for MaNgidi is transporting tools and cement from
her house to the river bed. If this was available, or if there was
security at the site so she could leave stuff there, the work day
would be much easier. Lugging the tools and wheelbarrow back
up the hill to the house at the end of the day was no easy business.
And to think MaNgidi had to do this eight times a day for water
before her house had running water.

The other key issue, perhaps the major one, is the float with
which to buy the cement to meet the orders. She had a float, and
was doing reasonably well according to her, but she lost this float
with the expenses of the car accident. Since then, things have
been difficult. The car accident highlights the vulnerability to
shocks.

Third day: wake up aching all over. Muscles I did not know I
had were aching. Yet MaNgidi does this several times a week.

We go back down to the river to see the blocks. They need to
be “watered” for them to dry strong. Four days of drying is
needed.

Come back and get ready to leave. Matikizolo comes on the
radio. Sibongile tells me they're on, since she knows this is my
favourite group. This is from their latest CD, Six Mabone. Must
getit.

Other members of MaNgidi's group arrive. We all walk down
to road to catch the taxi back to Durban. It must have been quite a
sight, Imraan and Ravi walking with eight women. The sight does
not go unnoticed by two old men sitting in front of their house.

* Lobola, in traditional Zulu culture, is the payment a bridegroom makes
for a bride.
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“Where are you taking those men?' they ask the women. “And has
the lobola’ been paid?”

What should I say to the South African policymakers I will
meet in two day's time, based on my three days with MaNgidi? |
would like to say the following:

e The provision of social services is having an impact. Stick
withit.

e MaNgidi and women like her face finance constraints for the
float for their activities. And yet the formal system seems to
have failed them.

e The importance of “microinsurance,” which can stop a
negative shock leading to a downward spiral, must be
considered.

e The importance of SEWU, and of membership-based
organizations of the poor (MBOPs) more generally, is clear.
SEWU is no more, but support for MBOPs needs to be
explored vigorously.

e (Based not so much on MaNgidi's experience, but what |
heard from Mrs. Dladla, another host, on the first day about
her difficulties in selling school uniforms—) Crack down on
monopolistic practices that block the output of the small
producers from being sold, especially to the public sector.

Imraan Valodia, Personal Reflections

We're off in the taxi, leaving the luxury of the Blue Waters
Hotel for the main activity of the Exposure Dialogue Programme
that [ have spent the last year organizing. A quick change of taxi at
Warwick Junction and we're on our way to Umzinyathi, home of
Ma Mildred Ngidi. I think about my ideas about the inefficiency
of the taxi system—we're transported speedily, cheaply and
efficiently. And the music was loud. I can hardly talk to Ravi
above the blasting, but vibey, music.

We've got to be approved by the Chief. In preparing for the
EDP we made a few visits to Chief's. So, the now familiar walk up
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to the Chief's house—substantially smarter than everything
around it. And the familiar wait for the Chief. We chat to his wife.
Sibo regales us with her story of the time that she was almost
married off to a Chief. The Chief does not come. He is elsewhere
but his wife welcomes us to the area so we're ok.

We enter MaNgidi's home. I have been here before, preparing
for the EDP. It's a typical township home—small to begin but
various bits added on. Recently, running water, electricity and
toilet were added. But I have not met the family. We meet
MaNgidi's two daughters. They bring us some sandwiches. Both
are now finished school. The older makes craft
products—beautiful Zulu bowls. The younger, having just
finished school in 2006, is unsure what she next wants to do. Then
we meet the twins—a boy and a girl aged 14. I too have twins, |
tell them—a boy and a girl. Later that evening we meet husband
of MaNgidi.

Early the next morning, after the now-familiar large number
of sandwiches, we're off. Piling three bags of cement into the
vehicle, along with mixing and blockmaking tools. MaNgidi's
husband drops us oft near the river and here the hard work begins.
I offer to push the wheelbarrow, now loaded with cement and
tools, and quickly realize we're in for a hard days work. Within a
few metres my hands are aching. We pull and push the
wheelbarrow to a clearing beside the river. Now sand—four
barrows of sand for each bag of cement. Then water. We
mix—taking turns with the tools. The mixed cement is “poured”
into a block mould—which has to be removed, leaving a block.
Lifting the mould is back-breaking work. We're doing quite well
asateam. By 3:00 p.m. we've made 90 blocks—30 blocks per bag
of cement. I am shattered but have a feeling of pride and
achievement having worked pretty hard to help with the 90
blocks which are left to dry.

We head back to MaNgidi's home and all that Ravi and I can
do i1s eat—more wonderful sandwiches—and discuss the
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economics of MaNgidi's blockmaking enterprise. With the cost
of cement—it used to cost 50 rand but with the boom in the
construction industry its now 65 rand per bag—and the labour
that MaNgidi has to employ to assist with the collecting of sand,
her cost price is around 3 rand per block. She sells them for 4 rand
per block so her gross margin is around 1 rand per block. It strikes
me that five of us have worked for an entire day and made 90
rand!

MaNgidi can sell as many blocks as she can make so there is
no demand-side problem. The growth of her enterprise is
constrained on the supply side. She needs sufficient cash to
purchase cement. Two factors limit her ability to buy more
cement. First, she does not have a float to fund her purchases. We
learnt, last night, that the husband of MaNgidi had a very bad
motor vehicle accident in 2006 and all of the family's cash
resources, including MaNgidi's float, were put to meeting the
costs associated with the accident. So, not only have the family's
resources been depleted but MaNgidi's ability to earn and income
and build her cash resources has been negatively affected.
Second, the cost of cement is now some 30 per cent higher than it
was. There are other factors too. The cement can't, for security
reasons, be stored on the worksite so it has to be moved from
home to the site—a physically challenging task.

The next morning we proudly water our blocks and potter
around the garden. MaNgidi grows all sorts of wonderful
vegetables—and chillies, which she knows I love. So we pick a
packet of chillies for me to take home.

We head off to the taxi. I think about the things that most
struck me:

o The debates about whether South Africa's levels of poverty
have improved — Whatever the national survey data may say, |
am pretty sure now that most township families such as the
MaNgidi's are much better off. The provision of basic

159



infrastructure has significantly improved the lives of
MaNgidi and her family.

o The intergenerational transfers of unpaid household work: —
A. and P., MaNgidi's older daughters, now did all the unpaid
domestic tasks in the household thus freeing up MaNgidi to
work in the block-making project.

o The boom in township construction — Everywhere people
were adding to their homes. Clearly this was related to the
boom in the formal economy.

o The precariousness of life in the informal economy —
MaNgidi had the makings of a viable enterprise that was
growing. The accident, and the lack of any social insurance to
cover her risk, lay at the heart of her problems with getting an
adequate float for her enterprise.

o The physically draining nature of her work — 1 worried about
her ability to sustain her livelihood in this way—her health
would, I thought, simply not stand up to this sort of work
much longer.

Ravi Kanbur, Technical Reflections
Conceptualizing Economic Marginalization
Introduction

What exactly is “economic marginalization”? How should
one conceptualize it, and what are the implications of such
conceptualization? These notes are an attempt to address these
questions and to put forward some ideas for debate and
discussion.

There are two basic pieces of ground clearing needed before
we get specific. First, marginalization is a relational statement. A
category X cannot be marginalized in and of itself. It always has
to be marginalized in relation to some other category, Y. So
conceptualization requires an explicit statement of both X and
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Y—although in many cases Y is thought of implicitly as “the rest
of'society,” or the “rest of economy,” or simply “the average.”

Second, we need to get beyond a well worn critique of any
categorization into discrete groups—that reality is more
continuous. All analysis, certainly all conceptualization, uses
simplified categorization of a complex reality. The real question
is whether a categorization into two (the “marginalized” and “the
rest”) misleads to such an extent that an expansion into three (or
four, or more) categories is worth the price of added complexity
relative to the benefits of greater understanding. This is
something that has to be debated and decided on a case by case
basis.

In what follows I will consider economic marginalization as
outcome and as process (or structure). I will then consider
discussions of “formality” and “informality.” I will conclude
with some points on policy implications.

Economic Marginalization as Outcome and as Process

In the analytical literature, and certainly in the policy
discourse, there are two often undifferentiated strands of
thought—economic marginalization as outcome, and economic
marginalization as process.

On outcomes, a static and a dynamic characterization can be
discerned. One often sees statements about marginalization of X
relative to Y meaning simply “X is worse off relative to Y,” where
“worse oft” can itself be measured in a number of ways, covering
income and non-income dimensions. At other times,
marginalization is taken to mean “X has got less of the increase in
the pie than Y.” The first statement is related to the level of
inequality, the second is about changes in inequality.

Let us apply the above to income inequality between and
within countries. Are poor countries of the world becoming
economically marginalized, in the sense that they are getting less
of the global increase in income than the rest? The answer to this
question is not unambiguous. China, India, Bangladesh, Pakistan.
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Vietnam, etc. are all growing at rates far higher than the growth
rates of OECD countries, and relative to the world average
growthrate. So these poor countries are not being marginalized in
this sense. The story is very different for most of Africa, and some
of Latin America. The low (often negative) growth rates of these
countries relative to the world imply marginalization according
to the relevant definition. Turning now to inequality within
countries, there is strong evidence that growth, especially rapid
growth, has been accompanied by increasing inequality. This is
true of the countries mentioned above, as well as countries in
Africa and Latin America. And inequality in many countries,
especially in Latin America, is in any case high by global
standards.

The evolution of world income inequality as a whole is clearly
an aggregate of these trends and there is room for disagreement
depending on what weight one gives to each, and of course the
data issues that plague any global assessment of this type.
However, we can be relatively confident that economic
marginalization within countries, defined as increasing income
inequality within countries, is indeed taking place.

Economic marginalization as a process relates to economic
structures, in particular to the structure of markets and their
integration. To the extent that the markets in which some
individuals or groups engage are segmented from the economy in
general, these individuals can be said to be marginalized from the
rest of the economy. A possible remedy, discussed quite often, is
to advance integration through, for example, building
infrastructure (e.g. roads) linking markets, or institutions (e.g.
microcredit) which allows some groups to participate in market
activities. Segmentation and exclusion may, however, have non-
economic and non-financial origins, for example in
discrimination by gender, caste or ethnicity. Here integration
takes on a broader meaning.
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Alongside integration arises the issue of adverse integration.
If markets were competitive, with market power evenly
distributed, then integration into market structures should
increase income earning opportunities for those previously
excluded, and reduce process as well as outcome marginalization.
But integration into a market structure with concentration of
market power is marginalization operating through market
structures. Monopoly or monopsony are obvious examples of
market power where those at the weaker end lose out from market
structures even though they are integrated into them.

Formality and Informality

The discourse on marginalization is often overlaid with, or
even solely identified with, the discourse on “formality” and
“informality.” This distinction, which has been central in the
development studies discourse for the past 60 years, is
nevertheless not very clear and sharp in the literature. There is a
multitude of definitions, with little in the way of consistency.
However, two strands can perhaps be discerned. The first strand
identifies “informal” with “chaotic,” “disorganized,”
“uncertain,” “no rules of the game,” etc. This is a dangerous
mindset which is empirically false and has led to policy disasters,
such as the nationalization of forests because it was felt that local
“informal” forest management mechanisms were not adequate.
The result was even more deforestation than before. This mindset
endures, and can lead to heavy handed interventions to “bring
order” to sectors which are perceived as being disorderly, and
unconnected to the “formal” sector which is perceived as having
greater order and stability. This mindset has to be resisted firmly
in analytical and policy discourse. It is to be hoped that it will be
resisted in the “first and second economy” discourse in South
Africa.

The second strand, which is in principle neutral on the
intervention question, identifies “formal” and “informal” as
tendencies along a spectrum of “more or less engagement with
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the state.” This matches statistical definitions often used (e.g. in
defining formal enterprises as those that pay taxes, or those that
are subject to labour regulations, etc.). It also focuses attention on
policy and on intervention, its extent and its nature. However, in
accepting this way of thinking about formal and informal, there
should be no presumption that more, or less, intervention is
necessarily better, or worse. It depends on the situation on the
ground, and on the nature of the intervention. Some
interventions—for example the many attempts to control, or
“regulate,” street trade—end up hurting the poor more than
helping them. Other interventions, for example, extending
microfinance facilities to previously underserved areas, can be
beneficial to the poor.

If we think therefore of “integration into state structures” as
being a dimension of marginalization, similar issues arise as in
the case of market integration. If the integration is neutral, for
example where efforts are made to extend benefits to those who
have a right to them, then this can reduce marginalization —
viewed as outcome and as process. An example of this is where
state provision of water and sanitation services is extended o
areas that were previously excluded. However, just as in market
integration, there can be adverse integration into state structures.
It is well understood, for example, that legal structures and
processes often advantage those with education and resources to
fight court cases. With such inequalities, bringing the poor into
formal legal nets, for exampling through land titling or creating
formal legal titles to slum properties, has to be done with great
caution and with due attention to the power and resources
inequalities in the system. Even with such caution, on the part of
policymakers and implementers the poor need to organize so as
to better navigate both market and state structures.

Summary and Policy Conclusion

Economic marginalization can be conceptualized as outcome
or as process (or structure). On outcomes, marginalization can be
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a static description, or a dynamic characterization of how things
are moving. On the latter, defining marginalization as the
worsening position of some relative to the average, the question
is whether economic inequality is on the increase. The short
answer is that income inequality is indeed on the increase within
countries; however, the picture on income inequality between
countries, and on non-income inequality, is much less clear.

On process or structure, two important dimensions are
integration into market structures, and integration into state
structures. While both types of integration can in principle lead to
better outcomes for those previously excluded, or marginalized,
adverse integration is an ever present danger. Whether it is
market or state, adverse integration into structures with unequal
power and resources can lead to poor outcomes for some, and
thus exacerbate marginalization in terms of outcomes.

What do policy makers and their analysts need to do in light of
the above?

e There has to be analysis of, and development of policy
towards, monopolistic and monopsonistic tendencies in local
and national markets.

e There has to be prior analysis of possible adverse integration
consequences when investments (e.g. transport) are made to
integrate markets.

e The technical design of state interventions and regulations
has to be looked at to ensure that those with education or
resources insufficient to navigate their way through the
administrative maze are not being disadvantaged.

e The attitude of government officials have to change towards
those who cannot easily manage state regulations and
procedures.

e There has to be support for membership-based organizations
of the poor, organizations that are responsive to their poor
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members and who can represent the interests of the poor to
the rest of society, including, especially, local and national
governments.
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Imraan Valodia, Technical Reflections
Linkages Between the Formal and Informal Economy

The “second economy” policy discussion in South Africa has
highlighted the need for clarity on the relationship between the
formal and the informal economy. I want to use the EDP, and the
little that I learnt about MaNgidi's life to reflect on this discourse.

Anumber of theoretical arguments may be posited for how the
formal and informal economy are linked. First, is the view that
the informal economy exists because the regulatory burden of
operating in the formal economy is too high, and thus, small
enterprises choose to remain in the informal economy to evade
the regulatory net. This view is most prominently articulated by
Hernando de Soto and more recently by William Maloney of the
World Bank. In Maloney's case, while the exact economic
relationships between enterprises may take a number of forms
(they may, for example, be quite integrated or disarticulated), the
key issue is intention. Drawing mainly on experiences in Latin
America, Maloney views the informal economy being made up
of'a set of agents who opt, by their own free will, to operate in the
informal economy, largely as means of avoiding regulatory
burden.

Rosa Luxemburg wrote most insightfully about
dualism—specifically the links between the capitalist and pre-
capitalist economies. In her classic, The Accumulation of Capital,
Luxemburg argues that the existence of pre-capitalist enclaves
within the capitalist economy is a pre-requisite for the
continuation of accumulation. Her contributions were focused at
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the global level. Seeking to explain accumulation at the global
level, Luxemburg wrote:

Since capitalist production can develop fully only with
complete access to all territories and climes, it can no
more confine itself to the natural resources and
productive forces of the temperate zone that it can
manage with white labour alone. Capital needs other
races to exploit territories where the white man cannot
work. It must be able to mobilise world labour power
without restriction in order to utilise all productive
forces of the globe...This labour power, however, is in
most cases rigidly bound by the pre-capitalist
organization of production. In must first be 'set free'
in order to be enrolled in the active army of capital.

(Luxemburg, 1951: 363)

Luxemburg clearly sees the relationship between the formal
and informal economy that is very different to the “entry by
choice” approach of De Soto and Maloney. Which of these
approaches may best characterize the nature of informal work in
South Africa?

Since Stats SA introduced the six monthly labour force
surveys (LFS) in 2000, South Africa has had comparatively good
labour market statistics. The statistics presented below are based
on analysis of the September Labour Force Surveys for the period
2000 through 2005. Table 1 represents the population by
employment status and sector for South Africa.
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From these tables it is clear that there are significant numbers
of South Africans who are not working in formal jobs. In absolute
terms, 4 million informal economy workers are recorded at
national level in 2000 and 3.7 million in 2005 for the informal
economy broadly defined, i.e. including those working in
informal enterprises, domestic work and informal agriculture.”
This constituted 34 per cent and 31 per cent of the labour force in
2000 and 2005 respectively.

Turning our attention to those employed in informal
enterprises although figures fluctuate, this has been an area of
employment growth in the post-apartheid period. This is
reinforced in Casale, Muller and Posel (2004) who recalculated
Stats SA data to ensure comparability of years for the period 1997
to 2003. Using figures from the October Household Survey, they
calculated that in 1997 there were 1,161,300 people reported to
be working in informal enterprises. The comparable figure
according to our calculations for 2005 is 2,340,984.

Two notes of caution on interpreting these trends as an
unequivocal growth in informal employment in South Africa.
First, the increase in informal employment reflects both a real
increase and the fact that Stats SA has been better able to capture
informal employment, some proportion of which may have
existed for a long period but may not have been captured by the
national survey data. We're unable to distinguish these two
effects. Second, there is a tendency in South Africa to overstate
the growth of informalization and flexibilization, and also to see

* There has been considerable debate about the reliability of informal
economy statistics (see Devey, Valodia and Skinner 2006). It is informative
that in the LF surveys where incentives have been given to fieldworkers to
find informal work due to an additional survey being carried out that
significantly more informal work has been registered. Whether this
suggests that there is overcounting in these surveys or undercounting in
other surveys is not at all clear. This should be borne in mind when
considering these figures.
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these developments as very recent, and unconnected to historical
trajectories in the labour market. Though new forms of
informalization and flexibilization are indeed beginning to
emerge in South Africa, and segmenting the workforce in new
ways, it is important to note that the labour market in South Africa
has historically been characterized by high levels of flexibility
and informality. A key characteristic of the apartheid system, and
the racial pattern of South Africa's industrialization, was the
highly flexible system of contract labour and migrant labour (see,
among others, Wolpe 1972, Legassick 1974). Several micro-
level studies in the early 1980s have suggested extremely high
levels of informal economy activity. In KwaNgele, near Durban,
Cross and Preston-Whyte (1983) found that over half the
households relied on both the formal and informal economy for
their incomes. In another Durban area, KwaMashu, Wellings and
Sutcliffe (1984) found that over half the households had at least
one member engaged in informal economy activities. Webster's
(1984) study in Soweto reported that over 30 per cent of
households were engaged in the informal economy, in one way or
another.

A further issue relates to the definitions applied to informal
work. The data above are based on an enterprise definition of the
informal sector, i.e. whether the enterprise in which the worker is
employed is registered with the authorities. More recently, the
ILO has introduced the concept of the informal economy, which
is wider conceptualization of informal work. The informal
economy is an employment-based definition which covers all
work that is not covered by formal arrangements. Thus, own
account work and employment in the informal sector and
employment in the formal sector that is not regulated or protected.
Table 3 shows the difference between the informal sector and the
informal economy. Cell 2 is the critical part of the matrix,
representing informal work that exists in the formal sector of the

172



economy. Given the spread of part-time and casual forms of
employment in the formal sector and the high incidence of low-
waged work in South Africa (see Valodia et al., 2006) this portion
of the labour force in South Africa is probably growing
significantly.

Table 3
Informal Sector vs. Informal Economy
Types of jobs
Production units Formal employment | Informal employment
Formal enterprises 1 2
Informal enterprises 3 4

Key: Formal employment=1; Enterprise based definition of the informal
sector= 3+4; Informal employment i.e. employment based definition=2+4

So what evidence can we bring to bear on the how one would
characterize the informal economy in South Africa? —is it made
up of economic agents who enter the informal economy by their
own free will and do so to avoid regulations? Or is in fact made up
of workers who are in an exploitative relationship vis-a-vis the
formal sector?

I know of two data sources which can assist to understand this
issue—surveys of informal workers which ask their motivation,
and the LFS.

Skinner's (2005) survey of 507 informal workers in the
Durban area specifically asks about motivation. Her finding,
shown in Figure 1, is that unemployment is the most important
factor motivating entry in the informal economy. Valodia et al.
(2007), in a survey of informal traders in the Durban area, also
explore the same issue. Their evidence, shown in Table 4,
confirms that lack of employment opportunities in the formal
sector is the primary motivation for entry into informal trading.
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The panel component of the LFS is a particularly useful
methodology because it allows us to track movement between the
formal and informal sectors. Devey et al. (2007) track
movements between the formal and informal economy. If
Maloney's description of the informal economy holds in South
Africa, we would expect to see workers who move from the
formal sector to the informal sector increase their incomes.
Devey et al. find that this is not the case—incomes of such
workers remain constant suggesting that, at the lower end of the
employment spectrum in South Africa, incomes in the formal and
informal sector are very similar. There is other evidence to
support this (see for example Valodia etal. 2006).

The evidence from survey data, both national sample surveys
and more localized surveys of informal workers, suggest that
informal work in South Africa, rather than a first option, is a
fallback position for workers who are unable to find work in the
formal sector. Is there any evidence, from the Exposure Dialogue
that might shed some further light on this issue?

MaNgidi, my host over the period of the EDP, has never
worked in a formal job. Her working life, until recently, was
primarily doing unpaid work—caring for her family, maintaining
the household and working on small-scale subsistence
agricultural production. The family's cash income was earned
primarily by the husband of MaNgidi who worked for many
years in the textile and clothing industry in the Durban area.
MaNgidi's entry into the informal economy was a response to the
husband of MaNgidi being retrenched as the clothing and textile
industry in the Durban area, now more exposed to cheap imports
from more efficient producers on the international markets, was
forced to reduce its workforce. This was the main impetus for her
joining and leading a group of women in setting up a
blockmaking project. In MaNgidi's case, her entry in the informal
economy was therefore “forced” by circumstances. However,
working in the project is her preferred option—she is not looking
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for work in the formal sector and is unlikely, I think, to accept a
job in the formal sector were she to be offered this option. A
second, and probably very important, factor leading to her work
in the informal economy is the fact that the two daughters, both
now completed with their schooling, are able to do the unpaid
household and related work.

The husband of MaNgidi, on the other hand, would prefer
work in the formal sector. He is now working, probably
informally, for a local créche—he picks up and drops off children
and performs some maintenance chores—and assists with
aspects of the block-making. His world has been shaped very
much by formal sector work.

Reference
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Host: Zandile Koko

Zandile Koko

Street vendor who sells newspapers, modern goods,
traditional ethnic clothing and take-away food
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Francie Lund
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Francie Lund, Personal Reflections

For the Durban EDP, WIEGQ's Carol Richards and myself
were hosted by Ms Zandile Koko. Zandile has four distinct
occupations. She sells newspapers on a street corner. She runs
two quite different stalls at the Berea Station, one where she
retails modern goods, and the other where she makes and sells
traditional ethnic clothing. And she cooks and sells takeaway
food at the traditional-goods site. She was chairperson of the
Self-Employed Women's Union (SEWU) branch at Berea Station,
and is presently a central organizer of a volunteer group running a
soup kitchen at a local clinic. Our facilitator, Nompiliso Gumbi,
is herself'a vendor, with a prime-site stall at the beachfront, where
she sells to the tourists.

Ms Zandile lives in Chesterville, a township relatively close to
the city centre. It was built in the mid 1940s: African urbanization
in the 1930s had rapidly overtaken available housing, and
Claremont and Chesterville were built as new family housing,
under the control of the Native Affairs Department of the Durban
municipality. Lamontville, Chesterville and Claremont were the
three older Durban townships with strong campaigns against
being incorporated in the KwaZulu homeland, and have histories
of strong anti-apartheid and anti-Inkatha resistance.

Ms Zandile grew up in former Transkei, where she attained
Standard Six (seventh grade) at school, then moved to Durban for
work opportunities. She started living in Umlazi, but was too
easily identified as a Xhosa-speaker in this conflicted township,
so moved to Chesterville, where she bought her house for about
5,000 rand, and has lived peacefully here for ten years or so.

There are six other resident household members:

e Makhomo, her brother, who is also a trader, and who we
were scarcely introduced to

e Nodumo, her daughter of 25, who is not employed; she
wrote and passed matric, but did not get the required grade
to enable her to study nursing

178



e S'mamkele, 21, Makhomo's son (thus Zandile's nephew),
who is in Standard 9

e Mandla, her oldest daughter's brother-in-law, about 22,
employed as a cleaner; (the oldest daughter herself is
married and lives in Lusikisiki in Eastern Cape)

e S'menhlanhla, a9 year old girl who is at school

¢ Yolande, Nodumo's daughter (Zandile's grandchild) who is
6 and at school

Ms Zandile pointedly said on a couple of occasions that she is

unmarried, and that being unmarried affects her status.

An important segment of the extended family is her mother's
household in Port St. Johns in Eastern Cape. She is 75, has a farm,
and is described by Ms Zandile as very active and lively. She lives
with Ms Zandile's sister, and a number of her sister's nine children.
In that household, mother receives an Old Age Pension, daughter
a Disability Grant (she got a late-onset mental illness), and
daughter gets the Child Support Grants for four of the children.
Zandile visits twice a year, and says that the link with rural home
is meaningful to her. The combined grants (adding to about 2,400
rand a month) received in that household mean they do not
depend on Ms Zandile's Durban income for material help.

The house is a solid formal structure, with an open plan
kitchen and sitting room, three bedrooms, bathroom with bath
(no running water) and basin, and separate flush toilet. Carol and
I shared Ms Zandile's double bed in her room, while the sleeping
arrangements of all the women and children were rearranged to
accommodate us. The men stayed in their own room. There is
personal privacy of a sort, though no ceiling (except in the toilet),
so every sound anywhere in the house can be heard throughout.
The house has electricity (using the pre-paid card system, and
looking pretty precarious), running water in the kitchen and hand
basin, and a garbage removal service. A number of the family
have cell phones. Ms Zandile said that the installation of
infrastructure in the last few years had made a positive difference
to their lives.
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The main working day spent with Ms Zandile was
long—getting up at about 4 in the morning, leaving before 5, and
home at about 6 in the evening. The main pressure in the
household is around the use of the bathroom in the mornings and
evenings, and Carol and I were graciously allowed to be first in
the queue. The evening meal is the main one, and on both days,
depended crucially on older unemployed daughter Nodumo's
being athome to produce the meal.

The house was firmly locked up early; there was no visiting
from or to neighbours. The exception was on the second morning
(the public holiday) when we were wonderfully entertained by
young S'nenhlanhla, Yolande and their friends, who did
traditional dancing and singing for us. They have been part of a
local neighbourhood dance group, run by a local teacher, and
have performed at local functions, but the teacher has now left.
Apart from this, we were, in a sense, in Ms Zandile's capsule, with
her family. We were told not to sleep with the window open,
though it was burglar-guarded. I am not sure whether this
vigilance about security, and the isolation, is something routine in
Chesterville or whether it was related to our presence.

Ms Zandile's ability to pursue her occupations in town
depends vitally on affordable and reliable transport. The taxi
route comes right past her house, and transport will be discussed
further in the technical notes.

Ms Zandile's main income earning occupation, on a regular
basis, was the cooked food outlet, but she decided not to do this
part of her work on the day that we were there—this may have
been related to the fact that the next day was a public
holiday—and this led inter alia to a lot of “down-time.” We
helped selling newspapers, Carol helped with dishes, we helped
with preparing veggies and serving soup in the clinic; we
accompanied Ms Zandile to her pleater, a shop selling Indian
traditional apparel in Pine Street who specialized in this
technique, which is also used as the basis for the African
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traditional skirts. We spent a great deal of time with the
fascinating voluntary group at the clinic, making and serving
soup, and learning the economics of that—see the technical notes.
And we were exceptionally fortunate in accompanying Ms
Zandile on the public holiday, as part of the environmental task
team, on a walkabout which turned into a carefully strategized
and well-managed confrontation between traders and an official
from the city council—what Carol reminded us, used to be called
“anaction.”

I found the Durban EDP experience personally inspiring as
well as problematic, anxious-making as well as enriching. I will
reflect on the comparisons with Ahmedabad in the technical
notes. We were not, in fact, allowed to do very much work. In the
home, Nodumo was in control of the kitchen, and on the first
evening, while she was cooking, there was much for Carol and I
to go over with Ms Zandile and facilitator Nompiliso which there
had not been time to clarify during the day. Thereafter there was
little in the way of tasks that we were allowed to participate in.
Nompiliso's familiarity with the informal economy was an
advantage, but brought with it her tendency to speak for Ms
Zandile, and about her own work, and we had to work hard to get
past this to some of the details about Ms Zandile's own life and
work. We were fairly consistently dealt with (and not specifically
by Ms Zandile but by her group and by the facilitator) as rich
women who might be able to bring resources to the group. Much
ofthe time, I felt like a spectator, more than a participant.

Francie Lund, Technical Reflections

The host for our visit was Ms Zandile, who is 48, grew up in
the former Transkei, with which she maintains close connections,
came to Durban in the early 1990s. Of the six resident household
members described in the Personal Reflections, three are crucial
to her diverse occupations—Makhomo, her brother, who is also a
trader at the Berea Station; her 25 year old daughter Nodumo,
whose domestic maintenance is central to the reproduction of the
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household; and S'mamkele, 21, Makhomo's son, who is in
Standard 9 (eleventh grade), and who covers for her at her sites
during school holidays.

Ms Zandile was chairperson of the SEWU branch at Berea
Station, before SEWU closed; has travelled to Pakistan and
India; and is a founder member of the Senzokwethu Cooperative
Limited.

A Diversity of Paid Occupations — And Networks and
Linkages

Ms Zandile has three or four main occupations. She sells
newspapers on a street corner, runs two quite different stalls at the
Berea Station, one where she retails modern goods, and the other
where she makes and sells traditional ceremonial clothes; and she
cooks food for her takeaway food outlet at the traditional-goods
site at the Station. In addition she is a central organizer of a
volunteer group running a soup kitchen at a local clinic—more
will be said of this later. Central to understanding her whole
working life, and the connections between the different activities,
is the Senzokwethu co-op.

The day starts with a taxi ride, before 5 a.m., from Chesterville
into Warwick Junction. She walks to collect the pile of
newspapers from a distributor about 15 minutes walk away from
the taxi drop-off, under the bridge near the station. She has
secured a prime vending site from the point of view of “passing
feet,” and shares it with VN, a co-op member, who sells her own
home-made cake and banana bread and scones/ muffins—they
sell like the hot cakes that they are. They do not pay for the site.
Levied sites are a couple of meters away, and Ms Zandile and VN
do not get harassed because they leave by the time the police
come on duty at 8 a.m. [fall the papers are not sold by the time Ms
Zandile has to leave, Virginia takes over from her, or in the school
holidays son S arrives to take over from her. Ms Zandile sells
different papers on each day of the week, and the earnings from
this part of her many occupations depend on the day of the week
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and which paper it is—7he Sun has a limited circulation amongst
the African community, whereas Ilanga, a Zulu paper, sells fast.
She gets 30 rand or so from each bunch of paper sold. Thus at the
beginning of each day, she can rely on getting a regular but small
source of earnings.

Both her sites at the Station are under shelter, and are managed
by Transnet, not the municipality. About 18 months ago, for three
consecutive months she paid 120 rand a month for the main site,
but has not paid anything since then for site rental, and says that
she does not know why. At site Number 8 she sells contemporary
goods, such as shoes, sandals, hats, socks, mirrors, bric a brac,
which she sources from relatively newly-arrived Somalian
wholesalers, whom she maintains have cheaper prices than the
South African Indian formal wholesalers who were their
previous source. Most of the goods come from China. The
Number 8 goods sell well specially at Easter and Christmas,
when holiday makers come up from the Cape. One of the
baseball-type caps already said “Durban 2010” (referring to the
coming World Cup football championship). Also on display at
Number 8 is a small selection of her traditional craft work.
Anyone who wants to see more then goes around the corner to her
main site.

At this main site she makes, stores and keeps her craft work,
mostly clothes. She cleverly specializes in a fusion of Xhosa and
Zulu styles. In her elaborate beaded wedding skirts, for example,
she mixes Xhosa and Zulu designs. She also puts modern slogans
into traditional headdress. One had the popular motto of one of
the cell phone companies, in Xhosa “Molo mhlambo wam'’
meaning “Good day my friend” woven into a handsome
traditional Zulu Msinga-type headgear. She sells few such items,
but fetches what she considers good prices. A small skirt sells for
150 or 200 rand, a full skirt with much beading for 500 rand. The
pleating for these skirts is done by a formal retailer in Pine Street.
She sells direct to the public, but also provides to a traditional
craft maker in Ndwedwe (on Durban's periphery), and another
down the south coast, who adds Ms Zandile's work to her own.
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This site for her traditional ware doubles up as her takeaway
kitchen in the afternoons. There are two chairs and a table for
those who wish to sit down and eat. Also operating from a corner
of this site is B, a member of the Senzokwethu co-op, who sells
tea and coffee. The tea and the cooked meals complement each
other, and the two women cover for each other's absences. Ms
Zandile sells her beef and chicken stew/curry at 12 and 13 rand a
plate, and reckons on about 30 to 50 customers a day. She has
regular customers: a number of them came while we were there
and were clearly disappointed that she had not cooked that day.

Infrastructure at Work

In the Station Ms Zandile's two sites are covered and the
station is lit. There is a storage room leading off the site. It was
impossible to establish how many have access to this room, and it
is clearly a valuable asset, which appears to be controlled
primarily by Ms Zandile. There is a public toilet nearby within
the station precinct. She and B each get water—25 litres every
two days for each of them, at 4 rand for 25 litres—from a tank
down the street.

The taxi rank is a short walk from the Station, and a one-way
fare is 4 rand.  was interested in the comparison between this and
the fare between my home in Glenwood and the Blue Waters
hotel—a much shorter distance, which costs at least 50 rand.

The Senzokwethu Cooperative Limited

Note: Some of the information below is unreliable—it was
very hard to pin down accurately the different activities of the co-
op, and/or the nature of the relationships.

A group came together in 2000 to share ideas about how they
could make a living, and decided on craft work. Senzokwethu
Cooperative was formally launched in May 2005 amid much
fanfare—the mayor and deputy mayor attended the opening, as
did the City Health department. It was very hard to establish the
main initial motivations. A producer group of mainly craft
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makers and sewers was in place, then established a registered
cooperative in order to tender for local government services.
They wanted to apply for a tender for cleaning roads and railway
lines. They have been unsuccessful in procuring government
tenders; they say the tenders are all secured by much larger
businesses.

The relationships between members are very dense, and every
hour or so at her work place Ms Zandile interacted with one or
other of the members. The co-op has formal procedures such a
minute books, a bank account, and a grand banner, which was
displayed at our meeting at the clinic. Ms Zandile described to us,
early on the first day when she took us around the Station to meet
various connections, how a number of the initial group had left
the co-op, thinking they could make more profit by working for
themselves. She introduced us to three such people who were
sewing at their own sites at the Station, one person making
Zionist religious apparel, one other sewing the shweshwe
pinafore clothes.

Access to Education and Skills Training

Ms Zandile attended school in Transkei as far as old Standard
6. She has attended many courses since her formal schooling, for
example a course in management training from MAKHO,
organized by the municipality; a three week course about how to
run a project, at Vukuzenzele Training and Learning Centre, a
private organization. She was voluble in her support for courses
run by the municipality about cooking on the streets—she was
very specific about the