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DISCUSSION DOCUMENT
I INTRODUCTION

. |98 The purpose of Lhis paper is to propose policy for the informal trading sectar in East London.
N .. The informal Wrading sector has received considerable attention in recent limes due to its rapid
A R ER A growlh and increased visibility in arcas where it was once sharply restricted if not prohibited alt
AT ) ’ together. ' '
1.2 The issue of informal trading poses impartant urban management issucs Lhat must be addressed

by the City Councii. This paper will go some way towards giving Gouncil direstion and context
[or its action in managing informal trading in East London.~

- 1.3 Debates around the issue of informal trading have long been caught up with the cffects felt in the
:DMF l main CBD areas, informal trading in previously marginalised areas also need to be addressed.
This paper will scck o redress Lhis imbalanee and address the issue of infrastructure and services
in ail areas of the City of East London.~

PROPOSALS FOR o 14 A policy to promote the informal (rading scelor should be scen wilhin the context of East
AN INFORMAL TRADING POLICY - Londen's wider local economic development strategiss. One of the main objectives of these
F HE CITY OF EAST LONDON stralegies is to improve the cmplpymcnt and income generating oppartunitics for all the pc?plc of
ORT East London. To this cnd Focus is placed on the promotion and suppert of the Smiall, Medium
and Micro Eaterprise sector, consequently, the prometion of (he informal trading sector plays an
imporiant role in this objeclive,

1.5 This document has been deveioped willin Uie context of national and regional policy that secks
lo promote and suppert the small enterprise seetor, of which the informal tradimg scclor is an
important component.

1.6 An informal trading policy should be promoted within the City Council so as to inform and direct
omal trading policy should be p :
Council action in its dealings with the informal trading scetor. it is hoped that it wil! enable
departments Lo act will a commen causc and move in the same direction. The policy should be
. . . - p-
Prepared lor the City of East London Municipality uscd as a planning 100k, so that planning for the informal trading seclor will be rightfully placed
Planning Department at Lhe centre of the city's urban planning framework.

i7 This docustient will firstly define whal is meant by (he informal trading sector, no consensus
) exists on Lhe concept of Lhe informal econommy, but for the purposes of policy fonmulation and
implementation an agreed and acceptable definition needs Lo be reached.
OBy ASIMA SHAIKH c.c.

December 1995 1.8 A briel overview of past approaches to informal trading will be presented, Past policies of
restriction and contral will be challenged, and the need Tor a new approach is argued for,

£.12  The importance of Ui informal trading sector wilhin the context of the City's local economic
development siralegies will also be considered.

[.13  Therole of the local authority in promating informal irading will be examined. [tis argued that
the main rale of the jocal authority is 1o ereate an enabling cnvironmenl fo encourage the
operation of informal trading scctor.
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Finally, e main components of the enabling enviromment will be examined in detail: the
regulatory eavironment; the physical environment, and the administrative environment,

DEFINING THE INFORMAL TRADING SECTOR

For the purpases of policy implementation it is important to define what is meant by the ‘informal
trading seclor’. There is a need lo outline the characteristics of the 'informal sector or economy’,

and secondly lo identify the characleristics of the particular trading sector that we arc seeking to
prooiote,

There i5 no widespread accepled definition of the informal sector, Definitions vary according to
the ideology and the purposes to which lhe informal sector is being used. Studics carried out by
the International Labour Organisation in the early 1970s, used the concept of the informal sector
to describe the activities of small producers, vendors and service workers in jess developed
countries. The ILO characterised the informal sector by the fallowing criteria:

i) ease ol cotry

ii) reliance on indigenous resources

fily] famity ownership of enterprises

iv) small scale of operations

v) labour intensive and adapted technology

¥i) skilis acquired culside of formal school systemns

vii} wunregulaled and competitive markets (Evertt & Savara: 1991)

The informal economy is not homogenous and il incorparaics 1 variety of different activilies (hal
are not limited to any one particular income Tevel, This is evidenced by the variety of trading
operations and Uhe differentiated economic status of the operators. In addition, the informal
cconomy is generally not caplured in national cconomic stalistics - informai scetor eamings often
elude official records. Hence in quantitative lerms the informal economy is 2 'hidden' or 'shadow'
seonomy,

tn polilical and administrative terms, the infonnal econcry is aften perccived through the lens of
licensing, regulation, tax and criminal law. Castells & Porles {1989:12) suggest that Lhe informal
economy is characterised by income-generaling aclivities that are unrcgulated by Lhe institutions
of society, in a icgal and social environment in which similar activilies are regulated.

The majority of informal trading busincsses are survivalist and micro-enterprises that tend to fack
formality in lerms of business licenses, VAT registration, formal business premises, operaling
permit and aceounting procedures. Furihermore, they generaily tend to operate in open public
places, along pavements and in trading clusters, They fack permanent premises or rading
structures and generally have little access Lo services.

Distinctions cxist between independent and dependent operators. Independent operators are
generally sclf-cmployed and have ownership of their tools and raw materials. They also handle
parts of the preduction and distribution processes. Dependent workers participate in putting out
systems or wark on commission. They tarcly own (heir own tools or raw material and arc paid on
a piece-rale basis for lheir labour.

£ Asimia Staikh c.c, December 1995
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Whilst it would be unwise to make generalisation, it can be said Uil on the whole the (ruit and
vegetable hawkers are independent operators, whereas the clothing vendars are dependent of
disguised wage workers, Both types of informal raders’ livelibioods arc inextricably linked Lo
[ormal sector retail or wholesaling concerns. [t has Lhus becn argued Lhat small operators do not
necessarily operale in a different seetor from larger businesses, insiead there is 2 continuum of
busihesses, incame-earning oppartunilies or work situations with those activities alling at the
lower end of the continuum not being fundamentally difTerent from those which fall at the upper
end (Dewar & Watson: 1981).

The fallacy of perceiving lwo district seetors - the formal and informal - is evidenced by the
srowing ocourrences of formal wholesaie and relail enterprises increasingly operating paris of
their distribution systems in e informal sector. [n Lhese cases it is important that we are able to
discern between Lhe status of dilTerent enterprises so that when support mechanisms are
developed, we are able to ensure that they are delivered lo the intended target scolor.

PAST AND PRESENT APPROACHES TO THE INFORMAL TRADING SECTOR

in Lhe past the approach Lo the informal trading scctor in East London was one of strict control
and repression. The cxtent of Lhis approach was wilnessed in 1984 when a strong anti-hawking
environment wilkin the local aulhority resulled in the council attempting to make the act of
purchasing from hawkers a punishable ofTence {Rogerson: 1989). Concessions were made (o the
informal trading sector only afler the effects of a consumer boycoll were felt. Informal trading
was then permitted only at speeilic times, places and in certain products, and informal (raders
were required Lo be conlinually on the move.

it has been argued that underpinning much of the anti-hawking senliment in South Aldican cilies,
including East London, is in the legacy of past planning atliludes and projudices where concem
for preserving Lhe tidiness and erderliness of the city was mianifest. The presence of informal
traders in urban centres conllicts with planners aotions of a 'lidy cityscape’ or ity beautiful'
Accordingly, objections to informal traders have been based on the arguments of 'unsightliness’,
‘unfaic competilion’, ‘a threat to public hygienc'. and 'the obstruclion te pedestrian and vehicular
traffic’. The equation of informal traders with a heaith hazard bas becn the basis lor
discriminatory conlrols. '

The legacy of past perceptions and planning traditions necessitates the casling aside of long-
clicrished attitudes (st have been (he corner stones of urban policy. A now approach is
demanded, one {hat recopnises the ceonomic and social imporiznce of informal cconomic
activilies in providing income and employment io a large section of East London poputation who
are unable 1o gain employment in other sectors of the economy.

LOCAL ECONOMIC DEVELOPMENT AND THE INFORMAL TRADING SECTCR

The vision for local cconomic development in East London is to imprave the quality of life for atl
ils cilizens by promating their cconomic and soctal empowerment by developing an integraied
economic development strategy that promoles business opportunities, job creation and the
cconermic inlegration of previously marginalised and disadvantaged communitics.

£ Axima Sheikh c.c, December 1993
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The promotion of the Smail, Medium and Micro Enterprise (SMME) sector plays an impartant
roie in East London's economic development strategics. The survivalist and micro enlerprises,
which predominantly operale in the informal cconomy, constitute an large section of the SMMEs
sector, The DTT's While Paper on a National Strategy for the Development and Promotion of
Small Business in South Africa (March 1993), outlines national govemment's approach to the
SMME sector and argues: o

"SMMEs represent an important vehicle to address the challenges of job crealion, ceonomic
growth and cquily in South Africa. The promolion of the small enterprise scelor is one of the
critical arcas addressed by the Reconstruction and Development Programme. [t is of great
importance for Lhe rate of job creation and income generation, it alse deserves particular atlention
since the sector has been greatly neglected in the past - particularly black-owned and controiled
small enterprises.”(DTI.1995)

The informal trading secter is an important componenl of the survivalist and micro enterprise
sector. The promotion of the informal trading sector is an integral component of East London's
economic development vision,

it has already been noled that the micro-cnterprise segment conslitules a large portion of the
smatl business seclor. The constraints and shortcomings of Lhe survivalist and micro-enterprise
sector have been acknowledged on a number of [ronls, nol least the ability of these enterprises to
become sustainable and to provide sieady and secure income and employment opportunities, The
main concern, Lherefore, is the nced lo ransform Uhese enterprises into viable small businesses
by assisting these entreprenecurs to break out of the pattern of low income, lack of Gnance,
negible marketing skills and generally low skill fevels - a evele that traps many of (he working
poor.

THE ROLE OF LOCAL GOVERNMENT IN THE PROMOTION OF THE INFORMAL
TRADING SECTOR

There is an increasing realisalion that the most elfeclive level for the promolion of local
economic development and the SMME scctor in particular is the village, lown, city or
metropolilan area, This approach heralds a break from past practices and expectations of the
toie of local authorities, where Uhey lended to play a negible if any role in Lhe development of Lhe
cily's economy. ‘

Local autherities have a significant and supportive role lo play wilh respect io SMME
development and the DTT White Paper provides a conceptual and practical framework within
which local government can formulate and implement strategies for SMMEs., The establishment
of the national network of Local Business Service Centres is a crucial component of
government's strategy for SMME promolion. 1t is expected that both provincial and local
government will play impertant roles in the establishment of Local Business Service Centres.

{n terms of the promotion the SMME and informal trading sector, it is understood Lhat local
goverrunent should play Lhe role of a facilitator and not an implementor, The primary objective
for local government is to creale an snabling snvironment for SMME development and once such
an enabling snvironment has been provided it is expected hat Lhe small entrepreneurs themselves
will aceept responsibility [or the operation, growth and progress of their enlerprise.

© Atimia Shaikh e.e. Deceniber 1995
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it is envisaped Whal once established, Local Business Service Centres in East London will provide
the Vilal support services and put into place the support mechanisms that will assist informal
trading enterprises to become sustainable and growing businesses. A Local Business Scrvies
Centre will provide support services such as information in to aceess finance, premiscs and
facilities, training and marketing advice.

'
'

1t shiould not be the role of the local authority to provide the small business support mechanisms
directly, but rather it should play a proactive and [lacilitalory role in the coordination of the efTorts
of the dilTerent bodies and programmes that seck to support small busincsses.

The current environment is tipped heavily in favour of larger forma businesses and gaps exists
ity lertms of small business support. In the interit it may, therefore, be relevant for the local
authorily lo play an interventionist role and assist in the provision of some small busincss
support services until non-govermnment and privale orpanisations have Lhe capacity to operate and
olTer support services.

Assislance will be provided only where lcasible and cost-effective, for example: in terms of
investigating and assessing the needs of Lthe micro- and informal trading sector; and in pressuring
and lobbying financial instilutions Lo make Uhci credit Macililics accessible to micro enterprise
seclor.

[t has aiready been noted that the locad authority can best play the role ol efTecting change in the
aperating envirenment of (he informal trading scctor . 1t can do this by ellecting change in the
regulatory, plysical and administrative cnvironment,

THE REGULATORY ENVIRONMENT

In the past, the regulatory envirenment for the informal trading sector was restrictive. Concern
over the issue of black unemployinent played an important part in changing olficial attitudes and
in directing policy and legislative changes. The resullant shill in naticaal povermment policy
towards the small business sector led Lo the deregulation of the infonnal trading sector in 1991,
Current legisiative cmphasis has, Lhercfore, been on the promotion of the informal trading sector
by removing many ol the restriclive conlrel measures of the past. Local authoritics must be
guided by national legislation in the formulation of municipat by-laws pertaining to e regulation
ol the informai rading sector.

The intention ol the Councit should be to maximise the survival chances of smail entrepreneurs
by providing overall encouragemnent and an operating cnvironment in which enterprises have a
bedter chance 1o survive.  Accordingly, the Council should seck Lo create an enabling regulatory
environment by simplifying or climinating restrictive legislative and regulatory conditions,

In Lhe fommulation of informal trading by-laws, (e approach ta regulation should emphasis the
promotion of :conomic activitics and be less directed towards their control. Emphasis shouid be
placed on creating opportunilics and promoting proscriptive rather than prescriptive solutions.
The approach should not be to legalisc what is illegal or to formalise what is informal bul rather
10 remove unneeessary restriclions so as Lo allow for greater fexibility and freedom of operation.

0 Asima Shaikh c.c. Decamber 1995
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This requires a shilt in the approach of the Council in Lheir pereeplions of te informal Lrading
sector, There has also to be a realisation of the changing secial, economic and political context
for the eperation of the informal trading scctor. Municipal governments have long been
emphasising Lhe altainment of appropriate or minimum standards which has resulted in much of

the regulations allempting o impose First World standards on that are essentially Third World
opetations. :

This approach does not advocale that Uiere shouid be no regulation, on the contrary some control
and planning measures are required to ensure efMicicnt urban and cconomic management. The

challenge is to discover ways in which regulatory and management systems can be organised in
new and creative ways.

One ol the problems of the past regulatory regime was that it was one of strict enforcement with
na cffort being made $o explain, consull or gain the cooperation of the informal trading sector,
The processes invoived in the formulation and implementation of regulatory controls need to be
revisited. The fonmulation of informal trading by-laws should be undertaken in consultation and

wilh Lhe participation of the informal trading scetor, as weil as olher business and communily
stakeholders.

The iss_ue ol capacity building within the informal trading scctor also needs (o be addressed.
Council should, therefore, Facilitale capacity building programmes by entering into partnership
with non-govemment organisations o offer these programmes.

THE PIIYSICAL ENVIRONMENT

Al l‘imes it seerms as if informal trading is taking place within a chaotic and uncrganised physical
envirgnment. Pavements are busy with traders with their trading stalis [abricated from a mixture
ol materials ranging (rom cardboard boxes and bolle crates lo ironing boards and metal bed
frames elc. The result has oflen led to e congestion of the pavements and the abstrction of
pedestrian fow. The common response to this siluation has been to call for the removal of the
traders from the pavements. The removat of informal trading from Lhe pavements is not
considersd 1o be a viable solution in the current zconomic, social or legal context in South Alfrica,
Alternalive and mare creative solutions need Lo be identified and promoted, solutions that
atlempt 1o meet the needs of all Lhe stakeholders.

Efforts necd to be made Lo reficve the urban congestion in central city locations without
destroying the income and employment opportunities of the informal trading sector, The
approach to physically inlegtate the urban informal trading sector with urban development
planning should be promoted, Suitable locations within the city can be earmarked logether with

Lhe provision of investment in the form af infrastructure and support services Lhal conform (o the
required standards.

The effective management of the physical environment can play an important role in the
promotion of the informal Urading seetor and the city economy. There arc Lwo main issues here:

i) access to pliysical space:
i) the provision of physical infrastructure.

1 Asima Shnikh e.c. December 1993
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Aceess io Urban Space

Tlie opening up of Lhe central arcas of the city is vitally important for the survival, well being and
growth of Lhe informal trading sector, The informal trading sector should not be alienated from

its markets. Informal traders should have access to the zones of greatest market potential, and, ——

allied Lo this is access {o those markets by members ol the poorest urban populations lor
increased trading opportunities. v

activities, This could come in the form of informal tradiag arcas consisting of parcels
following the major pedestrian flows of the city. e demarcation of standardised trading areas
would assist in relieving congestion by ensupng that adequate space is lelt for pedestrian
crossings, aceess {o vehicular tra{lic ngd'slﬁap entrances, This measure would assist in
considerably improving e quality.of the environment. 1t would also enhance and enrick the city
centre whilst at the same tlime.atlow smail busincsses to take advantage Lo the concentralion of
people and spending powcr'./

P N S TIRT ok

. I N e
Land should idcnﬁy{ be owned by the municipality who should take fhe responsibility for
demarcating standardiscd areas, or squares, and setting appropriate levels of rentals. Rentais
should not be set at fevels which will result in {oreing the more cconomically disadvantaged
traders out ol business.

it is evident that the number of allocated and demareated informal trading areas along main
pedestrian routes will be insulficient Lo cater for the volume of informal traders currently
operating in central urban areas. This situation necessitates the identification of informal trading
markels in suitably located arcas. Again, efforts must be imade not (o alicnale informal traders
ftom Lheir markets. The municipality needs Lo investigale ways in which an informal trading
market could be organised and adminisicred. Care needs to be taken Lo ensure that a small
trading 'slile’ docs nol menopolise prime localions.

There should be payment [or land and services provided in all demarcaled trading arcas, such as
reluse removal, shelter and access to ablution facilities. This concept is crucial in terms of
supporting and promoting the concept of the tieed lo pay for serviees and contribule lo the costs
ol managing the cily.

Phvsical [nlrastructute

The quality of infonmal trading infrastructure is poor, a situation that detrimentally impacts on
the ellicient running of enterprises and also on the qualily of the environment, There is a need to
provide support infrastructure: refuse bins; toifets; hard surface facilities; sheller; taps: street
furniture, elc.

There is also a nced to provide services, such as clean waler. Access to cican water is cspecially
important (or informal traders selling fresh fruil and vegstables. Clean waler can be provided at
cenlralised trading localions and areas. In the case of food Lraders Lhere needs to be provision of
hygienic services (or Lhe handling of [ood. In the case of services such as access Lo clean water
and reluse removal, the council should charge for the provision of these services.

T
=
Provision should be made of urban land in suitable locations for clusters of informal W

and

© Asitna Shaikh c.c. December 1993
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Many informal trading businesses, sspeeially in the previously marginalised and cconarmically
disadvantaged arcas are hampered by a lack of adequate inlrastructure and scrvices. In Lhese
arcas there is need ta invesligate e state of current facilities, and where nccessary upgrade Lhese
facilitics or allempt to invest in new arcas. Where services need lo be provided they should be
delivered within the context of (he Reconstruction and Development Programme so that the
benefits accrue to the whole of the community. The upgrading and provision of services should
therefare be investigated and delivered in consuttatioh with the various Community Development
Forums.

Shipping Container Units

Council ngeds to outiine its policy on the use and location of container unils. It is becoming
increasingly evident What shipping container units have becn identified by a sumber of informal
businesses as offering a cheap and flexible solution Lo the problems of acquising perianent
premises and facilities. Container units have the potential Lo be used for a variety of social and
economic purposes. They are non-permancnt structures that are able Lo provide nearly all the
benefits of a permanent structure, with (he additional advantage of avoiding many of the
administrative, burcaucratic, legal and financial constraints encountered in erecting permanent
struclures.  Council needs Lo agree its approach ta the location and use of container urits. fn
lermns of agreeing a policy, the following points need Lo be considered:

i) Agree Lhat container units be used as an interim measure for use as a business facility,
i.c.. storage space, Lrading facilitics, workshops, offices ete, until mere permancnt
Macilities can be eblained. However, Cowuncil may have to accepl (e fact that in the face
of Ginancial constraints, conlainer unils may be the only long lerm solution in the
provision of business promiscs {or some scetions of the informal sector business
cammunity.

i) The eriteria by whiclh conlainer unils would be permilicd to be localed in central urban
areas nceds Lo be agreed, i.¢; fulfilling the various requirements of the relevant municipal
departments and their services cffccied: balancing acsthelic requirements with economic
need. The proposed location of a conlainer unit should not be denicd sotey on the
grounds that it is in a central city area.

iti) There is a need Lo streamling Council application procedures, At present the application
procedures for the proposed location of container units is lengthy and time consuming,
It is envisaged that the number of applications will be increasing and in Lhe interest of
supporting small business development, it is important that Whese applications are dealt
with as speedily as possibie.

The Provision ol Trading Shelters

The municipality can play the rolc of providiag infrastructure, As staled belore Lhis service
should be paid for. Therefore, systems have Lo be devised whereby the municipality can recover
Use costs of this provision as well as sccking Lo make an income at some point in the luture. It
can do this sctting down pelicy and guidelines on the management of the structures and
subcontracting the service out to the private sector. The poiicy and guidelines wilt cnsure that the
venlure is not solely dominated by pro[it interests.

0 Asima Slaikk c.c. December 1995
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