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3. Informal Economy Policy Best Practice
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4. The Policy Process

% # , $0 , $5 6 6 ,0 $% 5#¢%@ $6 $
5 9 0o 1 ' 6 0V 1 #$1 ¢C D
TrgS 10§ 9 $ ' ' 6 &
6 ' LI 1 "$$5%$ 1 68
$ 0§ I # O# $0  $$° S LE" 7 0
' ' ## ] 7 0 $
O#5 $ 1 J# *((/b
42, $0 $ 0o $ 15 7 0 +%( $ # 0 $
1 $# #1 ,$0 611 $ 10 , U $#1 4 6
$ 10 "$$ 1 1 $$ 10 T, $10 § 10§61
0 $& $0 $ 661 $ $ $ "1 1
$ 0 3 $0 1 %
4.3. 6 5 ¢ $1 1 10 $ $ 10 $#
1 24 0 $ #5 1 # 0 $ E 0 $
$ 10 # 0 $ 6 6 1110 , $ 00
| T+ 3 $ $ # O $ " $ 6 6
00 1 0 0#0$$ # O $ $$ 1
5$$ $$, | 6 9 ,0 ]
4.4. $ 10 $ $ 10 § #$ 1 $ $0 1 %
$ 1 1 10 $ 1 1%%$9 1 #0$ 1
$ 15 6 61 ' v g
$ 9 1 #0$ " 1 1 ¢ ' 1Y g $
' 1 0 $ 10 6 0 $
4.5. 6 15 *((2 *((=+ 0o 1 ' 6 0¥ C D
1133 1 $# $ o#5 O 0 " 9% 0% 7
0O¢ $6$ 11# , $O0 1 ., ¢ T ASH L JHA
1 0% ¢
4.6. 54  *(O+ 0o ' 6 01 Trss 1
$# $ 10 1 0 & $6 061 $0 $ 1




4.7.

4.8.

28%8%6

28066

28%8/%

28%6; &

$ 1 10 1 $ 5% *((*8/ 1 ,$% 6
&
$ $0 $# 6 0 $%+ $ 1O $#1° | 1 ,"8$
*(Ok 0#0 $ $$ 10 $# ", L]
10 $ 1 o# O L] 9 $ " $ 5
& 00 1 1 o# O | 9" $
11 $ T 14
| 11# 5 $ 0O $ 1 $3 §
$10$#0Y 0 1 % $ 0,0 1y 1 $
0 $ 1 3 3 $1 #1 ¢
The Legal and Strategic Framework
&
JH | | 6 + #1 1 $
6 #$$ 9 1% 10 $ I#5 5 6 M1 $ 5 91 0
$ # &
. $ 1# $ 9 6 $ # 0 6% &
"9 S $ T #$ 0 #
L| % 0 JH | 9 L] L]
$0 $ ¥ JH# 1# 6 $
1+ 1 JH 6 #$51 % $0 $5
6 &
$ # 0 61% $0 $ , 6 1 L]
6 & $ 0 615% 5% ,$ 6 L] 9 1 6 $
,$ 6 # $0 $ ,6 § ¢ 0" $
$0 1 5 &
, 6 1 $ # 0$ .89 L] t $
$ 1 $ 1 1# $ # ¢ $0 "
$ # $ 6 10 0O 6 , 6 1 ¢
| T " #1 5 1 $+ #1 |




6 LI $ 6 % 1#% (O | +0 # + 0 O#
16 O +, 0 . 116 OF 1 JH + 1+
# 5 1# 16 0¢ ¢
28658 ., $ , 00 1 8 A $ 15#% $%5%
1 $$ & $ 5 , , 0 1
0 P9 $0 16 O0Of 1 1
14
280624 6 6 $ # 8 $1 , 6 1 6
$ 1 $ 1 1# ) 156 $+ $ @ #%6
0 $ 6 1 $ $1 # 2 & 6 | |
#1 5 1 $ #1l+ 7% $$ 0 6 1% 1 +
0O 6 0 W4 0O 6 , 6 1 $ #10 61 1 , 1
$#00 , 6 1 0 6 + 1% #10 1 16 01
, 6 1 0 5 # 0 $ 0 1 # $ 1
| , $
28%=4 $ 6 ¥ 1 0O 1 1 6 01 C
D $1 61 L $ # # & $ 11 #1 $
5# , L T 0 16 01 1 # ,
' 16 Of $ , 1 o0 1 1 |
10 L] 0 LI
28634 $ # $ $ 6 1 @ #6 0" $ # 0 $+
6 ir $ 1 $ - 1# & $ $
| $ 8, 15 10 6 , $ 4 ,$ 60" %
# 0 $ $ , Al $ $1g 0 $ 1 T 95 "%
6 1% § L $ 6 6 $ $%
28644 $ # $1 T 1 58 6% 6 T+ 1 $
#1 0O 1 $ 1 T 16 0Or &
20%8)4 $ # # 0 618 10 6 , 6 1§ I#S
$#00 1% , 0 '# 0 $ 1 , $5
4 $- 1# $ 12

## #*CO



,$ 6 1 T $# & 1 1#$ 5 1 @ $ o"™ $
0 1 # $
2808% (& $ # $ 0 615% 1 $13% $ # 5
10 6 $0 $ , 6 1 t 6 $
5" 10 6 S
28068%%6 $+ $1 $ # 1 $1 @%$9$ $ 6
5 - '# 0 5 " 1 10 6 , $ & $ $ $#58
%2=C/D $ # +" 0 61% 5 "
0O 6 , 3 5 6 1
2008%*¢% O 1 56+ 00 $ 5 $ 1 #,
1 1 0 #$6 $ 61 '# 0 , 3
10 #6 0" %
20%8% /4 $ ?2# $ 1 $# 5 16 O 1 1
1 $ # I " 905 #$ 15 # 1 9
$0 7 6 1 ’$ 8% $1 &
! $
287806 .1 -#$ $$ $ 9% 1 $1 5#% $3% 13
$ , $ 1 . | T 1#0+ 30 +6 S0+
1 & $ $ 1 1 1$ 15 10 $+ # 6
1 %% 6 # 5#%  $%¢
20%*4 $1%$, 1 0O 1 $ $1 5#$ $% < "6 +$ 1# $
1 $0 611 6 @ #1  $#5% 0
1 LIt
2%/ # 0 $ , $ 10 1$ 9 JH
' P C D-#$  $5$ Y $ 1 11 1
## $ 1-#% < #$ )4;k
1 1 # 4 7
24/ —#S 35S )% C$ 1 115 L= W)I/NO0 6 $
1# 5#$ $$'" # 0 $3 3% 9% $¢ $ 6 15
e ——
' ' T (o)



#1 1 $ » » 1 1 10 $ 5 1 1+

1 1 & s 01 JH
$ 1 6 $9 1 1 1$ 1% 1 1% 1
$ & 0 615% 1%, # 0 $ 9 $
# $5 6 17 3 & # $0# 3 1 $
$S# 1 #$ $
20/8%4 -#5 $$% +$ 1, OHH " $ 1 13
$ , 1-# < #$ 1 t%)3/C 1 W %)3/D+ 1
##5 $ ., 1-#S $$<#S$  +W4A;C W )4
rT$ L, 11 $$ W 0 $ 1 $ 5 $
"$0 1 1 1# "1 , 5#% $$ 6 % $ 1
$ .+ 8 6 6% @ t $ 3 ! 6 5 0 6
00 1 LI
2/4/8 - $ # $ 0" $ # 1% $ 1 1
1 JH $ 3 $ $r 0 $ |
1 LI @ 10 $ 1 $ $
9 # 0116 Ot 1 ¢ # 1
1 $#00 1 $1¢% 5 , 1 6 |
1 LI $ 1 1 1$ 6 # +0
1 $ 6 1' $ &
2086 - 0 % , $ 0% 0 6 # L
$ 6 O , 8% %1 # ¢ 0 1 $t
17 $ 6 $ 6 9 0 $ 10 1
0 $ 6 $ 1 0 % 1
0 $ 6 61 1 1 100 1
# $ 6 # 0 6 &
1% B (
24 ; 8%k - # 7 6 1 $ 6 06 1# 10 1
5 *(;e7 " 6 , 1 5# /F1x $1 1% W )l
*(( $1 5 10 6 1 1 15 ) ;"™ . " 6 ,1
%F O - *Gr, $@ 11;FO + , b # 2F

*((2

e ——————
' 1 ' R +*C(0O



28;8% @0 $ # $ , 0 L # , 1 $$5

5 95 1 $ . %, 1 @0 $ ., " #
# 1:02F I B T
20;1/8 —#S  $% 1 $6 b 1 ~ OB-# # '
$ 5#$  $ 1 10 4=F 1I$ 00 #
0 6 ,54 $ 1 $ $ ©1 1 , 68 @ 110 L
- 1% ,# 10 ¥ 5 "WF 1 6, 06
$$ $@ # 18 5 61" ## 1 18%
' 10 ¥ $ $ ,6 ¥ + 1 6 0 $ 0$
5" ,6 1 1$ 9 1 $$# $545 38
I HH , 1 0 ¥ 1 1 1# (= ,6 ¥ %
6$, $$#00 15 $1 10 1 $ o+ 1 -

11 . # 6 #$ 5 6%% #12F 6
5 7RG 1XC

26624 $ $$ 88 05 $ ! 1
6 r + "0 $ , 88 ¢ $0 $:+5 ™ *@2 1*C0Ot
. # 89 # o, U 6 ,9$;t2F , &
$ 10 $+5 ™ *WC 1*Gstt s 9 6 , , " $ =F

$1 ¥ $ 0 1# C7 Dt

28;4=4 6 $,.8%, 6 ,# 10 1 106 5 *(w;+76 1
6 0O O # $ ! ! $
, 1" 1 1 # 0 # T , 1 " 4 # 8
5 @ 1 , 1 , $$ 1 00 # $ #1 , 89 $
16 OF 1 & $ 1 1 6 , " 5 $
$ , $ $# $ $ , $ 1 LI 6 LI
11 $ ,16 018 , $ . 1 LI
11 ( .1 (
2828%% %)= 6 7 1 6 Of . , C7 DY¥1O0 #
L] 1$#66 $ 0$8$ @ O 6 1
5 1 $, #0$ s sr 13 15 %




16 O 18 # , $ 1% , $  $#00

T $ 6 § 5 10 1 1é
2828*4 10 ¢ 06 $ , 1% 1 L]
1 1 5 9 T 3 LI B
$ 8 6 $ L] T § 00 O
OB | 6 7 1 6 Of &
6 Challenges Facing the Informal Sector
+ & +
0 $ LI $ $
1
. $$
. T 1 $$ 15 9 $ #
. T 1 1 10 O
. @ $$6 ,6 1 # $
+ &
0 $ LI $ $
|
. 9 9 ,0 1$§$
. , $
. $
+ &
0 $ LI $ $
|
. $# # 1$1 " # 6$Y $
2 6 11 $$*((3
= 9 L F $t*(QO

e ———————————
: L X oR# +*(O



. 9 # 1§ # 1 S$#10 10 $

#5  S#S 8% .
. 9 00 # § 5S5#90# § o#$ 1 9 "™ 9 , 0
. r 1 $% ,
56 &#$ " 5 11 $81 $ 1 , 0
rr 1 $t
7. Policy Pecommendations
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The above policy recommendation emanates from the fact that currently a

prevalent mindset in most institutions tend to focus and favour line functions only.

38084 54 , $ $#3$ $ 00 cy 1 3% 5 60D
$ 9 1 11 1 $ 1 30 $5 $
e ——————
. ' ' s a0




50 15 1 10 ¥ %0 $ 1%0 $ 10 1 ,
1 LI o, $ # $$# % 6 5 $1 1%
At National Level
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This recommendation views the issue of informal economy intervention as
something that has to be led and implemented strategically. After all, any
intervention taking place in KwaZulu Natal only would not add more value to the
entire country’s economic profile. As the Province that has taken an initiative, KZN
has to lobby this idea at the National level. The Department of Economic
Development has to lead the lobbying process.

Over and above, this proposal will initiate engagements between DTI and Statistics
South Africa for the purpose of having a standard definition of the informal
economy.

The Provincial Level
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However, the legislation should set criteria and guidelines that allow local

government to measure performance in this respect.
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These should be flexible so as to be adaptable to local circumstances.
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The above recommendation takes note of the fact that some municipalities have
already put sound policies without the guidance of the Provincial Government. It
has been observed though that there are challenges when it comes to

implementation because of a lack of focus and prioritisation as well as personnel

shortages.
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There are a number of reasons why an Authority for the province is indicated:

« The informal economy constitutes a large part of the overall economy of the
province. This, together with the social environment in which it operates,
warrants a special focus. An Authority would be able to provide this, while at
the same time being sensitive to the need to understand and work with the

informal economy as an extension of the formal economy.

*  Policies and approaches within the province differ and there is merit in having

a mechanism to co-ordinate and develop these.

. The proposed Authority would have legal standing, which would give it the

authority to pursue its responsibilities.
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* There is a need for all role players: inter-government, inter-departmental,
private sector, NGO sector and informal economy organisations to be involved
in the formulation and implementation of policy. An Authority would have the

status and capacity to facilitate this.

e The Authority may be located either within the Department or alternatively as
a statutory body established in terms of the proposed Act. In the short term, at
least, it is recommended that the Authority be located within the Department of
Economic Development as this circumvents the need for the establishment of

an entirely new body (with corresponding cost implications).
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The existence of the umbrella body representing the informal sector will enhance the
implementation of the recommendation made in 7.1.6, above. Besides, it has been
noted that there are a number of informal traders’ organisations that need
attention from government. As they approach governmental institutions
individually, they have expectations that government would respond to their
requests. It becomes a challenge for any governmental institution to deal with a
number of voices with common interests. Thus, this initiative will not only serve the
interests of informal economy actors, but it would ease and enhance communication
and service delivery.
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The Local Level
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The Private Sector

3the**& More emphasis has been placed on the important role that is expect formal business
to play in the training and development of SMMEs. This is despite the history of
fraught and sometimes hostile relations between the formal and informal business
sectors. However micro survivalist enterprises, which have no history of support

from the private sector, have tended to be neglectedt
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The current situation of licensing and permits lacks transparency, is complicated,
time-consuming for both traders and officials, and is out of step with the concept of
“one-stop shops” being considered by local and provincial government. Traders
registered with certain local municipalities complain that permits are not checked,
which allows unregistered traders to compete unfairly. This also allows seasonal
operators, as well as foreigners, who tend to be very mobile, to escape paying the
relevant registration fees. Municipalities should investigate and implement

innovative and efficient system to issue licensing and permits.
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& General animosity exists between foreigners and local traders. The issue is

that foreigners are able to source goods at much lower prices from their own
countries and sell them cheaper in South Africa. There is a widespread view

amongst local traders that foreigners should not be allocated sitest  $6 **
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& There is a growing trend of fronting whereby sites allocated to informal
traders are actually controlled by formal or established businesses. In
addition, some formal businesses trade as informal businesses by selling
goods in front of their business premisest .# 0 $$ #1 5
1$ # ,1 %0 ' $0#$ L 18 #

10 &

The general public and some government officials associate crime with the presence
of informal traders. But crime is also a problem for traders. High crime levels
discourage customers from buying in the streets and negatively affect informal
trading operations. Many traders have so little confidence in the ability of the police
to deal with criminals in their areas that they are more inclined to rely on each
other to watch their goods and for protection against criminalst # O $t
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3/t The starting point to supporting and developing actors in the informal economy is
to first have a baseline. Municipalities should establish a database for actors in the
informal economy. Such database should indicate training and development needs
for each person. This can be well managed through the establishment of a
Management Information System (MIS)t $$ ¥ $ #15 1%, 1 1
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3/8/%  This is a group that requires specific training methods and appropriately designed
materials. In the province the majority of informal economy operators have had
little formal education. There is a need for basic literacy and numeracy training as

well as courses in areas such as managing a business, financial management,

pertinent legislation and general life skillst # O $$ #1° 9 1 1
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/846 Training sessions alone would not make major difference since in most cases

training programmes seem to be repetitive. $ 1 L] $ 0
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This can also help in empowering with financial management skills.
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This scheme should focus on fundamentals of business management (e.g. sales
turnover and profit variables). The main purpose of this incentive scheme is to
catalyse formalisation. The top informal entrepreneurs (based on pre-determined
performance criteria, e.g. turnover) could receive incentives that contribute to

formalization (e.g. bridging capital or free training course).

8. Conclusion and Implications of this Policy
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