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Introduction
Nomfundo Dlamini, South African Cities Network
The narrative of cities as engines of growth and development is well acknowledged in South Africa. The
Integrated Urban Development Framework (IUDF) articulates the notion of an urban dividend, which can be
reaped through aligning and coordinating investments, developmental plans, and outcomes around people,
place and the economy. The IUDF proposes nine policy levers, including Inclusive Economic Development
(Lever 6), which is essential for creating jobs, generating higher incomes and creating viable communities.
However, the substance of the urban dividend has eluded the majority of South African cities.
Despite being responsible for most of the country’s economic activity and employment, South African cities are
not as competitive, productive or inclusive as they should be. Cities may be attuned to the importance of their
economies, but have not established clarity and governance of their specific economic roles and functions.
Local government suffers from a historic tension between the understanding of local economic development
(LED). On the one hand, LED is seen as facilitating business promotion, job creation, small business support,
skills development, micro-economic development projects and tourism, but on the other hand, larger,
metropolitan municipalities are seen as strategic economic development actors, actively levering their role as
planning authorities, land owners, infrastructure investors, and strategic decision-makers to steer and support
their economies.
These working papers on “Strengthening Urban Economies” explore how to grow urban economies through
improving local conditions for diverse enterprise development and growth, ensuring inclusive economic
infrastructure and services, and building innovation-driven economies.

The urban space economy
Since 1994, the structure of South Africa's economy has changed, as a consequence of economic reforms and
trade liberalisation. However, the country remains stuck in a "middle-income trap", with stagnant economic
growth and an economy that remains dependent on mineral-resource exports. The necessary economic growth
and development has failed to materialise. In their paper “The Economic Landscape of South African Cities:
Diversity across space, sector and skills”, Justin Visagie and Ivan Turok identify a large gap in the current
debate about growing South Africa’s economy: the spatial differences in economic resources and capabilities.
The paper asks questions about the different growth paths and the changing industrial and occupational mix of
South African metros, and seeks to understand the factors that influence their economic development. The
paper concludes that more attention needs to be given to the distinctive features of South African cities (and
regions), which has practical implications for policy-makers. Industrial policy and business-support programmes
need to be flexible and responsive to the local context, while the demand and supply of skills has to be tailored
for each context. Most importantly, more long-term research into the performance of South African cities should
be prioritised and include a regular census of firms.

Urban informal economy
To understand the space economy in South Africa requires engaging more meaningfully with the informal
economy. Three papers examine various aspects of the informal economy in cities.
In their paper, Tanya Zack and Kirsten Harrison look at “The Role of Informal Economies in Transforming the
Space Economy” and examine the link between formal and informal economies. Case studies from
Johannesburg (Ivory Park and Jeppe Street) are used to illustrate the transformative impact of the informal
economy on the urban space. The paper demonstrates the scale and power of the informal economy to shape
South Africa’s urban space and argues for recognising and bringing informal economies into the broader space
economy. It suggests ways of achieving this, starting with re-thinking terminology, to allow greater nuance when
describing informal enterprises, and recognising the scale of the informal economy and the intertwining of the
formal and informal sectors. The paper argues that cities need to adopt an enabling approach that goes beyond
tolerating informality to actively incorporating micro businesses into economic and spatial planning and other
institutional systems.
Pundy Pillay and Megan Govender uses a governance lens to explore ways in which cities can integrate the
informal sector into the mainstream economy. Their paper, “Integrating the Informal Sector into the Local
Economy”, finds that cities often see the informal sector as a problem, not as an essential part of the economy.
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At the same time, the informal sector finds itself having to operate outside the regulatory frameworks because
of obstacles that result from city policies and from city actions, e.g. harassment by local law enforcement. The
paper recommends that cities look at establishing participatory platforms for informal traders, strengthening
inter-departmental collaboration, and ensuring that their policies are cognisant of the diversity in the informal
sector, with clear guidelines on the power of city officials. Above all, cities need to accept that the informal sector
cannot be wished away but is an essential part of the economy.
One way in which cities can assist the informal sector is to provide infrastructure and services. This is what
Mamokete Matjomane and Olga Koma argue in their paper “Infrastructure and Services are Central to Growing
the Informal Sector”. The provision and access to infrastructure are recognised as crucial for economic
development, but little attention has been paid to its impact on the informal economy. The paper looks at the
access, adequacy and affordability of infrastructure provided to the informal sector in selected sites in South
Africa and Ghana. It highlights efforts by the private and public sectors to provide infrastructure and services to
informal traders, as well as bottom-up initiatives that have had greater success. The paper suggests that cities
need to adopt an inclusive approach to informal trading areas and should learn from the local, bottom-up
initiatives. It argues that informal traders (through area-based committees) should lead the process of
developing infrastructure to support their needs, with the private and public sectors playing a supporting role.
By providing infrastructure that meets the traders’ needs, cities would not only make more efficient use of their
resources but also promote the growth and development of informal enterprises.

Sustainable cities
The efficient use of resources is a crucial aspect of a sustainable city, but are South African cities incorporating
sustainability and green economy concepts into their planning process? This is the question that the paper by
Shakespear Mudombi and Sandra Mukumbirofa, “An Institutional Perspective on Sustainability in South African
Cities”, seeks to answer. They also look at household perceptions and challenges, as these influence societywide transformation towards sustainability. The paper finds that, while cities do incorporate sustainability into
their plans, they have not gone far enough. Sustainability needs to be embedded as a cross-cutting theme
within institutional processes and practices, which will require having a vision and storyline, as well as clear
rules of the game that all stakeholders understand. In addition, local and national government must work
towards eradicating the silo mentality and addressing institutional challenges. More broadly, there is a need for
awareness and behaviour change programmes and comprehensive data collection.

Township economies
The digital economy, as a way to accelerate the township economy, is the theme of the paper "Mobile-ising for
an Inclusive Economy" by Shahid Solomon and Lucky Kgwadi. The paper proposes that South Africa can grow
its economy through converging the township economy with the modern urban economy. Case studies are used
to illustrate the potential of the township digital economy, which is made possible by greater access to
smartphones and digital platforms, as well as mobile technology and enhanced connectivity. The fourth
industrial revolution provides an opportunity for townships entrepreneurs to leapfrog their businesses, provided
that they receive appropriate support. The paper highlights the need to tackle high data costs, develop
partnerships and mobile learning platforms, and to train entrepreneurs. Most importantly, start-up cultures in
townships need to be fostered, locally owned IT and digital companies supported, and user-friendly apps and
platforms developed.

Special economic zones
The paper by Methembe Mdlalose, “Coastal Regional Development in South Africa through Special Economic
Zones” examines special economic zones (SEZs), as a means for coastal secondary cities and towns to benefit
from the economic growth in coastal metropolitan cities, which are among the largest contributors of gross
domestic product (GDP). It examines SEZ development in China and Malaysia compared to South Africa and
draws some lessons on how South Africa could maintain its competitive advantage and exploit diversified
industrial development along the coast.
The objective of these papers is to inform and encourage city stakeholders to engage critically and practically
on strengthening urban economies. The papers are about understanding and enabling how cities can promote
inclusive economic development, strengthen their economic governance, expand economic participation and
grow urban economies.
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The Economic Landscape of South African Cities:
Diversity across space, sector and skills
Justin Visagie and Ivan Turok, Human Sciences Research C ouncil

Introduction
Since transition to democracy, the South African economy has undergone significant structural changes. Post1994 economic reforms facilitated reintegration into the global economy, with fairly rapid trade liberalisation,
extensive capitalisation of financial markets and measured flows of foreign direct investment (FDI). The hope
was that, in the short term, South Africa would benefit from global demand for its primary commodities and then,
over time, begin to upgrade its capabilities for more sophisticated industrial production. Instead, the economy
has remained dependent on minerals-related exports, while re-orientating towards finance and business
services, and government services have surged. Production has become increasingly skill- and capitalintensive, whereas labour-intensive industries, such as light manufacturing and agriculture, have stagnated.
The result is that South Africa is stuck in a “middle-income trap” (Luiz, 2016; Andreoni & Tregenna, 2018; Bhorat
& Khan, 2018).
Reviving South Africa’s economic performance is of central importance for job creation, wage growth, fiscal
sustainability and, ultimately, higher living standards. Over the past decade, the national economy has failed to
expand by more than 3.5% in any year – between 2009 and 2018, national growth averaged 1.7%, which is
way below the 5.4% yearly growth envisioned in the National Development Plan. Gross domestic product (GDP)
growth has recently started to dip below population growth, leading to a decline in GDP per capita that has not
been seen since the unravelling of apartheid in the 1980s and 1990s (World Bank, 2019).
In the current debate about how to get the national economy growing, a large gap is an appreciation for how
spatial differences in economic resources and capabilities may affect a region’s resilience and ability to grow.
The danger is that the economy is treated as a single entity, which implicitly assumes that places are broadly
equivalent. This ignores the fundamental spatial inequalities inherent within the economic landscape, and the
fact that places have distinct industrial make-up, workforce skills, quality and coverage of infrastructure, and
state of governance. For instance, revisions to the Mining Charter may help a few provinces with mineral
resources, but would do little to transform rural farmland. Similarly, attempts to reindustrialise the economy may
have a much greater impact in eThekwini or Ekurhuleni than in Cape Town or Johannesburg, while building up
capabilities for the fourth industrial revolution would benefit places with access to graduates and knowledge
workers. Reviving the economic fortunes of the country arguably requires a deeper appreciation of locally
embedded capabilities.
This paper attempts to unpack some of the key spatial features of the South African economy, with a focus on
better understanding the differences between South Africa’s larger metro economies. The paper’s objective is
to trigger preliminary answers (not definite conclusions) to some key questions about how South African cities
and regions have differed in their growth path since transition; how far the growth paths of different cities reflect
major shifts in the structure of the national economy; what other factors have influenced the economic
performance of South African cities; and to what degree access to higher-order skills affect regional
development.

Dimensions of City Economies
Cities are increasingly recognised as important engines of economic growth and contributors to national
prosperity and development (World Bank, 2009; Glaeser, 2011; Moretti, 2013). Cities grow for a variety of
reasons, including “agglomeration” that influences productivity, innovation and the formation of skills. These
mechanisms may capture some of the sources of generic urban advantage. However, they have less to say
about the long-term evolution of city economies and why some cities move ahead or fall behind (Storper, 2013;
Tyler et al., 2017) – cities may follow different growth paths in terms of employment levels or average incomes
(Storper et al., 2015; Martin et al., 2018; Sunley et al., 2019).

Page 5 of 110

Tradeable services
A central piece of the puzzle relates to the structural change in the make-up of local industry, employment and
technology. A substantial part of any city’s economy comprises “locally” traded services, such as retail,
entertainment, personal services, local banking, real estate and several government services related to public
utilities, schooling and health care. These activities generally need to be produced and consumed in the same
location, meaning that they are inherently limited to local demand – although technological change is opening
up opportunities for expansion, such as in online retail and education. Tradeable sectors are free from the
constraints of local market demand and have the potential to service national, regional and global markets. This
is the case for most forms of manufactured goods, as well as some more mobile service sectors, such as
finance, logistics, telecommunications or IT. Hence, tradeable sectors generally provide cities with their
distinctive economic logic and are regarded as the “drivers” of the economy.
Getting cities to grow means focusing on their revealed capabilities through the structure of industry. The main
policy approach is to target specialised sectors or “industrial clusters”, which can build up sufficient scale and
expertise in a complex web of competitors, suppliers, business collaborators and related support services. While
specialisation is a critical step towards enhanced productivity, this should not distract from the merits of general
size and diversification. Smaller, highly specialised economies may get locked into products and markets that
are vulnerable to changing global preferences, disruptive technologies and, ultimately, long-term decline. Larger
and more diverse economies may be better positioned to adapt and re-orientate towards new opportunities,
and be less susceptible to short-term shocks.
A common feature of modern structural change is coping with deindustrialisation, as countries tended to
transition towards service-based economies at higher levels of economic development. This is particularly
relevant for South African cities, which have experienced relative and absolute job losses in manufacturing over
the past decade. The concerns are that shifts away from manufacturing are “premature” for South Africa’s level
of development (Bhorat et al., 2018; Andreoni & Tregenna, 2018), and that deindustrialisation could reduce
growth if not accompanied by the reallocation of workers into higher-productivity sectors (McMillan et al., 2014;
Rodrik, 2016).
Notwithstanding these concerns, some tradeable service sectors could offer dynamic advantage. Service
exports are the fastest growing portion of world trade and account for nearly a quarter of global exports (WTO,
2017). Leading multinationals are increasingly outsourcing lower-value activities, including labour-intensive
manufacturing, while maintaining control of high-value services, such as marketing, design, research and
development (R&D), and aftermarket sales (Fessehaie, 2017; Kaplinsky & Morris, 2016). High-level tradeable
services could also bolster manufacturers by improving their competitiveness and enabling products to be
adapted to new markets. The role of services is likely to become even more prominent through disruptive
technologies related to artificial intelligence, robotics and the internet of things, which are predicted to change
the nature of work in dramatic ways (McKinsey Global Institute, 2017; World Bank, 2019). “Post-industrial”
economies increasingly rely on knowledge-intensive services, even within manufacturing sectors (Sunley et al.,
2019).

Occupations vs. industries
This leads to another important dimension of the local economy: the skillset or occupational composition of the
workforce. Policy thinking has shifted towards understanding the economy in terms of what workers do (i.e.
occupations) rather than what they make (i.e. industries) (Markusen et al., 2008; Turok, 2009; Mellander, 2009).
Large companies may separate their functions across multiple sites in different cities, according to their choice
of location for headquarters, R&D, operational base or back-office services. This means that the occupational
structure need not align with the industrial structure and may provide insights into the capabilities embedded
within a particular place that could be used to leap-frog into new products and markets. It has been argued that
cities with a range of technological capabilities are better able to adapt and spawn new industries (Frenken &
Boschma, 2007).
Policy-makers often target knowledge workers as a crucial driver of local growth. Many countries display a close
relationship between the growth of highly-skilled occupations and overall economic growth (Glaeser & Gottlieb,
2009; Glaeser & Resseger, 2010; Gabe, 2017; Sunley et al., 2019). Glaeser (1996: 3) claims that “the key to
urban success or failure in today’s economic is simple: high-skill cities prosper; low-skill ones stagnate or
decline”.
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However, narrowly focusing on attracting skilled professionals may miss the primary role of industry in creating
demand for these types of skills. Young and highly qualified graduates are mobile and will tend to move
elsewhere in the absence of strong local demand (Turok & Bailey, 2004). Furthermore, a skills-biased agenda
may obscure the need to create lower-skilled jobs that would be accessible for the average resident seeking
work in a developing country. In South Africa, there is some evidence to suggest that income inequality is being
reproduced through a skills-biased employment trajectory, with a hollowing out of workers in the middle of the
skills and wage distribution (Kreuser & Rankin, 2017; Bhorat & Khan, 2018; World Bank, 2018). A focus on both
industry and occupation could provide some novel insights into how cities are coping with structural change and
who the winners and losers are in this process.

Place-based effects
A final dimension to the economic performance of city economies is the role of place-based effects, which may
arise from any number of local factors that are mostly the outcome of complex and long-term cumulative and
path-dependent processes. Local factors include the influence of local politics and policies, an entrepreneurial
or productive workforce culture, the quality of physical infrastructure, close relationships with institutions of
education and training, the geographic location in relation to other cities or the coastline, and total population
size or density (Storper et al., 2015; Tyler et al., 2017).
A more visible aspect of place-based advantage is the physical form of the built environment. Buildings and
physical infrastructure are crucial for business productivity and for the efficient circulation of goods, people and
information (Turok, 2008). Under-investment in infrastructure combined with weak urban management can lead
to overcrowding, congestion, pollution and contagion, as seen in many African cities (Turok, 2016; Collier &
Venebles, 2017; Lall, 2017). Many promote “compact” forms of development that are characterised by the
intense use of space, contiguous buildings, interconnected streets, open public spaces, mixed land-uses, and
an efficient system of public transport (OECD, 2012). For local governments, reshaping the physical structure
of cities is an attractive arena for intervention because they have greater control over key policy levers such as
zoning, taxation, green-belts and choice of location for infrastructure and upgrades. Nevertheless, an obsession
with physical distinctiveness can encourage wasteful expenditure, such as on iconic buildings or legacy projects
that have little functional value. Similarly, the pursuit of urban renewal in an attempt to attract and retain middleclass households can lead to gentrification and the neglect of social issues (Rubin, 2014; Ahlfeldt and
Pietrostefani, 2018).

Exploring Spatial Diversity in Cities
In exploring spatial diversity across South African cities, three factors are considered:
• Industry effects: The structure of industry and its associated technologies and supplier markets. The
performance of local industry is heavily influenced by global and national trends that affect the growth
potential of particular sectors and markets (e.g. the rise of financial services versus the stagnation in
manufacturing).
• Occupational effects: The quality and skillset of the local workforce, such as employees with higher
levels of education or segments of professional expertise and experience. The skills of the workforce
are aligned to demand from local industry but can also be used to adapt into new and emerging sectors.
• Local effects: The place-based characteristics, such as the size of the local economy and population,
settlement structure and density, the quality of infrastructure, culture of the workforce, geographic
location and even the weather. These are city-wide forces that make firms in certain places more (or
less) productive than those located elsewhere.
All of these factors are closely interrelated, and aspects of industrial configuration, technological change and
occupational structure may combine to have unexpected outcomes. The point is not to offer a model of local
economic development but rather a means to frame a meaningful discussion of highly contextual local patterns
of economic development.
In analysing regional and city-level trends, a common constraint is the access to scalable data. The following
section provides a brief review of the available GDP data from Statistics South Africa (Stats SA) at the level of
provinces for the period 1995 to 2017 (see Stats SA, 2019). This dataset provides a high-level overview of
regional patterns and trends, which acts as a useful robustness check for later city-level disaggregation.
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The economies of the metropolitan municipalities (metros) are analysed in terms of employment numbers
derived from Stats SA Quarterly Labour Force Surveys (QLFS) for the period 2008 to 2017. 1 City-level GDP or
other related economic development indicators are not collected by Stats SA. A deliberate decision was taken
not to use widely used commercial sources of information – based upon models which forecast and extrapolate
data down to local and regional levels – because they do not disclose their original sources, methods and
assumptions. Instead, data from the QLFS is used, which allows for a review of both the industrial and
occupational structure of the workforce. Furthermore, each year, a much larger sample of pooled QLFS data is
used, known as the Labour Market Dynamics Survey (LMDS). This approach effectively increases the sample
size by a factor of four each year, which is critical for making robust inferences at the sub-national level (Visagie,
2018). Another advantage of working directly with the household survey data is that the standard errors for
estimates are available (see annexures) – when discussing the results, any potential for error is carefully
highlighted.

Regional Context: The importance of industry and geography
Figure 1 sets out the regional distribution of economic activity across South African provinces in 2017, as well
as the relative rate of GDP growth for each province over time.
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Figure 1: Provincial share of GDP and relative growth (1995—2017)
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The clear message from Figure 1 is that South Africa’s economy is not evenly distributed over its geography.
The Northern Cape accounts for 30.5% of all land but just 2.1% of the overall economy (Stats SA, 2006). In
contrast, Gauteng covers 1.5% of South Africa’s total land mass but accounts for close to 35% of the national
economy. Gauteng is a powerhouse within the South African economy and contributes twice as much to national
production than any other province. The three largest provincial economies (Gauteng, KwaZulu-Natal and the
Western Cape) are responsible for nearly two-thirds of South African GDP, showing that location is highly
correlated with the concentration of economic production.

1

Representative data is available for the 8 largest metros: Cape Town, Johannesburg, Ekurhuleni, Tshwane, eThekwini,
Nelson Mandela Bay, Buffalo City and Mangaung. Unfortunately, data is not available in the base year of 2008 for Buffalo
City or Mangaung to allow for comparisons over time for these metros.
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What is perhaps most striking in Figure 1 is the growing divergence, or polarisation, of national production in
space over time. Over the past two decades, the share of national GDP has been shifting gradually towards
Gauteng, KwaZulu-Natal and the Western Cape, while the share of the three smallest provincial economies
(North West, Free State and Northern Cape) has been falling.
An important dimension of the economic performance of provinces is the evolving industrial structure of each
region. Figure 2 breaks up provincial GDP into the major components of primary (mining and agriculture),
secondary (manufacturing) and tertiary industries (finance/business services, trade and transport services, and
government and personal services).

Percent (%)

Figure 2: Industrial composition by province (2017)
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Mpumalanga, Limpopo, the Northern Cape and the North West are more reliant on their mineral resources and
generally have a small manufacturing base. Interestingly, agriculture represents a small share of total
production, even in the rural provinces of the Free State, Eastern Cape and Northern Cape.
More mature economies, such as Gauteng, tend to have an established manufacturing sector, and Gauteng
and the Western Cape have a much larger finance and business services sector. Evidently, treating these
regional economies as broadly the same ignores their competitive advantages and could exasperate spatial
unevenness. For instance, a focus on industrialisation would benefit cities in Gauteng and KwaZulu-Natal but
do little for most places in Limpopo or the North West. In contrast, reforms to the mining sector would have
impact in the North West, Limpopo and Northern Cape but do little for the economy of the Eastern Cape.
Table 1: Percentage point change of industry share within each province (1995—2017)
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Source: Stats SA 2019: P0441
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Over the past two decades, structural change has been an important dimension of provincial growth (Table 1).
This primarily concerns tradeable sectors, which are partially “independent” of local conditions and demand,
especially mining, manufacturing, and finance and business services. The most consistent trend is the sizable
decline in the relative share of manufacturing in most provinces – in KwaZulu-Natal and Gauteng, manufacturing
has declined by nearly 10 percentage points.
Deindustrialisation is a feature of economic change irrespective of location, although those with a larger
industrial base have more to lose. The primary shift is towards finance and business services, which is relatively
more pronounced in Gauteng and does not feature in the smaller economies of the Northern Cape, Limpopo or
the North West. Of concern is the relative growth in government services in some provinces, such as the
Northern Cape and KwaZulu-Natal, which is unsustainable as a driver of development. Mining has been
surprisingly buoyant in the North West and Limpopo, highlighting its potential in certain places.
Although the industrial structure is an important factor in understanding provincial growth, it is insufficient to
completely account for the unevenness of growth between provinces as shown in Figure 1. For instance, the
Eastern Cape has a very similar industrial mix to the Western Cape and experienced similar inter-sectoral shifts
over the period. Yet the Western Cape managed to outperform the Eastern Cape by roughly 20%. Similarly, the
North West and Limpopo have similar structures and experienced a similar surge in mining, but Limpopo was
relatively more successful. This shows that there are clear place-based or locational aspects to provincial
growth. One interesting correlation of economic performance across the provinces is with population density –
the more/less densely populated provinces performed better/worse. This could point to the strategic role of more
populous city-regions in accelerating provincial growth, in contrast to lower productivity in mostly rural
economies.

City Context: Distinctive features of metros
It stands to reason that the economic trajectory and industrial mix of a largely urban province such as Gauteng
is inherently different to a largely rural province like the Northern Cape. However, of interest is the economic
performance and character of South Africa’s major cities, whether or not they share similar features or fate, and
what lessons these cities can provide about the influence and size of “local”, “industry” and “occupational”
effects.
A clear sign of each city’s place and pathway through history is the sheer size difference in absolute
employment. As Figure 3 shows, Johannesburg has the largest workforce (nearly 2 million), followed by Cape
Town (1.56 million) and then Ekurhuleni, Tshwane and eThekwini (between 1.19 and 1.28 million). The
contribution of the Gauteng metros as a collective (as a “metropolis” or city-region) far outranks any of the
remaining metros scattered throughout the rest of the country, and this can also be seen from the provincial
GDP data. Nelson Mandela Bay, Buffalo City and Mangaung are completely different, being less than a fifth of
the size of a large metro like Johannesburg.
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Figure 3: Ranking of metro workforce (2017)
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The majority of the workforce is employed in the formal sector, which is well-documented in the literature (see
Fourie, 2018). The informal sector tends to play a larger role in smaller metros – for instance, accounting for
about a third of all employment in Mangaung. Such jobs are predominately in locally traded sectors, such as
retail or for private households (mostly domestic work). Notwithstanding the importance of the informal economy
for creating and sustaining livelihoods, particularly for people on the margins, the key to understanding the
composition and drivers of local city-economies lies clearly in the formal industry. Figure 4 sets out the relative
changes in employment for the country’s six largest metros since 2008.2
Figure 4: Relative growth in metro employment (2008–2017)
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Notes: *two-year moving average. See table A2 in annexure for standard errors

2

As explained in footnote 1, data for the base year 2008 was only available for six of the eight metros.
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Figure 4 highlights three important trends:
• Over the past nine years, the overall change in total employment has been very slow, which is
concerning considering that rural-urban migration and natural population growth are adding to the
number of people needing work in South African cities each year. This corresponds with national
estimates of unemployment increasing from 28.7% in 2008 to 36.3% in 2017, using the expanded rate
of unemployment (Stats SA, 2018).
• Job creation diverges notably across the metros, notwithstanding a lacklustre performance. A distinct
separation is apparent between positive (although slow) employment growth in Tshwane, Cape Town
and Johannesburg, and a comparatively stagnant labour market in Ekurhuleni, eThekwini and Nelson
Mandela Bay.
• Although employment numbers generally vary year-on-year (which are partially smoothed out using a
two-year moving average), recent years show signs of amplified divergence. This corresponds to the
similar divergence for provinces, as shown in Figure 1 and reinforces how larger (smaller) city or
regional economies appear to have performed relatively better (worse). This needs to be further
interrogated.
Simply put, the typical macroeconomic reviews of national economic performance miss that much more is going
on within South Africa’s cities. Therefore, it is necessary to look at the structural change in each metro in order
to dig deeper into localised trends of job growth, human capital accumulation and technology.

The Changing Industrial Mix of South African Metros
Figures 5 to 8 present a detailed picture of the evolving industrial mix in Cape Town, Johannesburg, Ekurhuleni,
Tshwane, eThekwini and Nelson Mandela Bay respectively using detailed sectoral data and employment
numbers of formal industry from the LMDS between 2008 and 2017. Employment growth (y-axis), economic
specialisation (using the “metro” location quotient) 3 (x-axis) and industry size (bubble size) are combined for 39
different sectors of the economy. 4 The data is highly disaggregated and so more susceptible to measurement
error from sampling (particularly for smaller sectors and in smaller metros). Notwithstanding these concerns,
the focus is on broader trends, and where estimates may be statistically insignificant are highlighted.
Figure 5 presents a detailed account of industrial change in Cape Town over the past decade.

Economic specialisation is estimated by calculating a revised measure of the location quotient (LQ). The “metro” LQ
measures the share of employment in an industry within a metro relative to the overall share in other metros. A LQ greater
than 1 implies higher economic concentration, and less than 1 implies lower economic concentration relative to other
South African cities.
4 We are primarily interested in the productive economy or “tradeable sectors” (which directly relate to structural change)
and therefore exclude community/government services and the informal sector.
3
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Figure 5: Cape Town’s detailed industrial composition
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The overall picture shows a diversified economy that has managed to create some employment but may be
lacking in distinctive strengths. Cape Town’s comparative advantages appear to be in tourism, commercial
agriculture and related agri-processing. Professional services are a mixed bag, with lower-value sectors of
private security and general business services (including labour brokering) driving growth – surprisingly financial
services are missing from the picture. The largest job creator is in middle-level professional services
(legal/accounting and related services), while high-order sectors such as IT or engineering and architecture are
less important. The large-scale loss of manufacturing-related jobs could be a problem in reskilling blue-collared
workers for employment in other sectors.
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Compared to other metros, the Johannesburg labour market is much more skewed towards finance and
selected business services (Figure 6).
Figure 6: Johannesburg’s detailed industrial composition
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Over the past decade, finance is a clear specialisation and an important source for creating new employment.
Middle-level professional services are also important in creating jobs, but highly-skilled services like IT do not
feature as prominently. Access to skilled professionals is arguably of greater importance in Johannesburg’s
service-orientated economy. Like Cape Town, the private security industry stands out for new job creation, while
the manufacturing sector mostly bleeds jobs. However, unlike Cape Town, Johannesburg is beset by a large
slump in retail, entertainment and tourism-related activities. This is symptomatic of poor local demand in a
subdued national economy, whereas Cape Town may have been bolstered by greater international tourism
demand.
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The picture for Ekurhuleni is of a struggling economy overall (Figure 7). Ekurhuleni’s strength appears to be in
airport and related logistics, which managed to create a limited number of jobs over the period. There was
modest growth across a range of low to high-skill professional business services. These are not a traditional
strength of the metro, with the exception of engineering related services, which may service its sizable industrial
base. Heavy losses in manufacturing (particularly metals/minerals and electronics sector) and in retail appear
to be difficult to bounce back from.
Figure 7: Ekurhuleni’s detailed industrial composition
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The Tshwane economy undoubtedly benefited from its place-based advantage with Pretoria as the political
headquarters of national government (Figure 8).
Figure 8: Tshwane’s detailed industrial composition
30 000

CONST
TRADE:hotels;restur
20 000
BUS:security

BUS:legal;account;man;adv
BUS:finance

Change in employment:
2008 - 2017

BUS:cleaning
BUS:other

MAN:food;bev

10 000

MAN:petrol;chem;plas
BUS:arch;engin;tech
TRADE:fuel

TRANS:road;rail
TRANS:support

TRADE:wholesale

MAN:metal;min
COM:telecom

TRADE:retail
MAN:other

AGRIC

0
0.0

COM:post
UTILITIES

TRANS:air

0.5
BUS:rentals
MINING

1.0

BUS:IT
BUS:R&D
1.5

2.0

BUS:real estate

MAN:paper;wood;furn
MAN:vehicles
-10 000
MAN:textiles

TRADE:vehicles

MAN:elect;machines

-20 000

-30 000

Metro Location Quotient 2017*

Source: LMDS (2008; 2017)

In Tshwane, government and community services would have bolstered local demand and may explain
recession-proof outcomes across a number of sectors, including retail, construction, utilities, postal services
and hotels/restaurants. Tshwane’s manufacturing base contracted, but this sector was never a particular
strength (with the exception of vehicle manufacture). Interestingly, Tshwane shows some niche specialisation
in R&D and IT, although neither managed to create a significant number of jobs over the period.
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EThekwini’s strength has traditionally been in seaport logistics and as a transport corridor through to the much
larger landlocked Gauteng economy (Figure 9).
Figure 9: eThekwini’s detailed industrial composition
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Over the decade, road and rail transport were the largest employment generator in eThekwini, but the economy
had very little else to show for itself. Low-skill business services, such as private security workers, did well but
are hardly a dynamic advantage. Much of the eThekwini economy either shrank or stagnated, including all
manufacturing sectors, most trade-related sectors and the construction industry. eThekwini has been
hammered by general deindustrialisation and does not appear to have developed other distinct comparative
advantages outside of logistics.
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A similar picture of deindustrialisation is found for Nelson Mandela Bay, which is arguably the automotive
manufacturing hub of South Africa (Figure 10).
Figure 10: Nelson Mandela Bay’s detailed industrial composition
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Nelson Mandela Bay experienced sizable job losses in its automotive sector, as well as other manufacturing
industries. Retail trade and construction also lagged, probably as a result of the poor performance by its leading
sector. Although Nelson Mandela Bay is much smaller than the other metros (note the change in scale of the yaxis), it failed to sustain significant jobs gains in any other sector. The “top” performers were cleaning services
and general business services – both of which expanded modestly, and neither of which are high-productivity
sectors for the future.
This brief review of industrial change in each of the metros gives some important clues about the nature of
economic performance in South Africa’s larger cities. It may be useful to characterise each metro in their primary
role:
• Cape Town – tourism with relative diversity but lacking distinctive strengths.
• Johannesburg – emerging finance and selected business services.
• Ekurhuleni – airport-related logistics.
• Tshwane – recession-proof government functions.
• eThekwini – seaport-related logistics.
• Nelson Mandela Bay – automotive giant in decline.
A primary message is that the industrial mix of each local economy is distinct and, therefore, can be expected
to influence and be affected by national shifts in dissimilar ways. However, not all sectors move in the same
direction in all places, and booms and busts from leading sectors may wash through into the performance of
other sectors. For example, finance is large and growing in Johannesburg but stagnant in eThekwini. Similarly,
the manufacture of food and beverages creates a significant number of jobs in Cape Town and Tshwane, but
is contracting in eThekwini and Ekurhuleni. Industrial policy needs to be flexible in order to respond to these
place-based differences. Nevertheless, despite each metro’s distinctive economic features, some common
industry trends emerge. To help illustrate some of these general patterns, Table 2 presents a summary of job
gains and losses in each of the metros and in each sector.
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Table 2: Job creation and losses by detailed industry sector (2008–2017)
Change empl '08-'17

AGRIC
MINING
MAN:food&beverage
MAN:textiles
MAN:paper&wood&furniture
MAN:petrol&chem&plastic
MAN:metals&minerals
MAN:electronics/machines
MAN:trans
MAN:other
UTILITIES
CONSTRUCTION
TRADE:wholesale
TRADE:retail
TRADE:vehicles
TRADE:fuel
TRADE:hotels/restaurants
TRANSPORT:road&rail
TRANSPORT:water
TRANSPORT: air
TRANSPORT:support
COMMS:telecomm
COMMS:post&courier
BUSINESS:finance
BUSINESS:real estate
BUSINESS:rentals
BUSINESS:IT
BUSINESS:R&D
BUSINESS:legal&acc&man&advert
BUSINESS:arch&engin&tech
BUSINESS:security
BUSINESS:cleaning
BUSINESS:other
TOTAL

Sector total empl
2017
41 473
40 887
156 028
102 062
145 655
159 481
184 823
101 531
80 396
28 606
52 821
459 155
78 223
568 315
163 154
68 015
231 576
280 825
5 773
27 575
84 195
42 699
66 008
343 571
57 998
23 429
101 912
16 940
202 318
98 260
263 441
118 616
268 284
4 664 045

CT
1868
1439
11862
-10290
-13709
-127
-11611
-12333
-6376
1436
1822
3941
-19096
5200
6215
5861
13809
19216
-301
-1496
9881
-1034
50
3182
5632
6288
10940
-2385
25129
8964
21598
3353
19119
108 047

JHB
-5840
9613
4419
-9041
-3638
273
-19359
-9567
-9504
2520
-2049
3199
5328
-15701
-3210
2980
-14941
9738
-360
-3604
10017
2268
-10325
31805
8004
639
7899
672
19001
9861
30512
3528
6835
61 972

EKU
-8998
8656
-4946
167
-8999
-1438
-21579
-13528
-7280
223
289
-1475
-4917
-25393
-2914
-6921
4473
18822
-153
11522
1929
495
-3707
9487
-534
-2772
-3203
-779
-1182
11308
8202
14477
17021
-13 647

TSH
1350
-2165
7241
-9108
-6632
8516
4217
-8001
-8431
1193
6675
18185
4793
3849
-9337
6571
5984
6519
0
182
5420
798
11970
8186
-3500
-1096
2184
2430
17016
8699
11478
9362
7392
111 940

ETH
-14975
91
-5869
-2274
-6661
-9861
-14147
-9739
-9163
-2936
698
-11514
-4431
-5965
7917
5008
-2966
20979
2491
585
-221
-1210
925
1589
-18
2123
2395
204
-3093
931
19341
4365
5496
-29 905

NMB
-1044
-108
-1431
-4976
-1561
-6388
-6531
-5072
-13331
-2209
1002
-8276
365
-4332
-6966
-1782
1992
-3627
0
585
63
-534
1104
2444
-1060
51
-1729
0
-73
2691
-610
5856
4267
-51 220

Total Change
-27 639
17 526
11 276
-35 522
-41 200
-9 025
-69 010
-58 240
-54 085
227
8 437
4 060
-17 958
-42 342
-8 295
11 717
8 351
71 647
1 677
7 774
27 089
783
17
56 693
8 524
5 233
18 486
142
56 798
42 454
90 521
40 941
60 130
187 187

Source:
Notes:

LMDS (2008; 2017)
Numbers in bold represent a significant change in employment at 95% level of confidence.
Numbers underlined represent a significant change in employment at 90% level of confidence.
See table A3 in annexure for standard errors related to employment in 2017.

Across all of the metros, a clear issue is the poor performance of manufacturing industries. The apparently large
contraction in the number of blue-collared manufacturing jobs confirms that South Africa is experiencing
deindustrialisation. The aggregate numbers suggest that job losses could add up to as much as a third of metro
employment in textiles and paper/timber sectors, and as much as a half of metro employment in more capitalintensive electronics and vehicle-related sectors. This is evidently devastating metros, such as Nelson Mandela,
Ekurhuleni and eThekwini, that have traditionally relied upon their manufacturing base.
Job growth is skewed towards finance and business services, which supports the view that the South African
economy is gradually shifting towards the tertiary sector. However, this services-based growth has some
important caveats.
• The financial services sector is a large job driver only in Johannesburg and plays a modest role in most
other metros.
• None of the metros demonstrate a consistent pattern of growth in advanced business services or
knowledge-intensive services. Middle-level professional services, such as accounting and legal
services, sometimes play a greater role but only in Johannesburg, Cape Town and Tshwane.
The largest and most consistent driver of service-sector growth actually comes from lower-order functions such
as private security, cleaning and general business services (including labour broking). Movements out of
manufacturing and into low value-adding (and non-tradeable) services are a warning sign of possible growthreducing structural change.
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The Changing Occupational Mix of South African Metros
Finally, the focus turns towards changing skillsets in the labour force across South Africa’s major cities, and
what each metro’s distinct industrial character means for the particular types of jobs that are demanded. What
is the impact on the labour market of “deindustrialisation” and the shift to the tertiary sector, and which cities
are creating demand for highly-skilled or manual jobs? Figure 11 provides a breakdown of the occupational mix
in each metro for formal industry in 2017. Highly-skilled “white-collar” professionals include
managers/legislators, professionals and technical professionals.
Figure 11: Occupational distribution by metro (2017)
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Johannesburg and Tshwane stand out as cities with a higher concentration of knowledge-intensive workers,
which aligns with their industry profile as centres for finance/business and government-related services
respectively. Middle-level “blue collar” workers, such as craft and tradesmen and machinery-related workers,
typically support manufacturing industries, as can be seen in Ekurhuleni, Nelson Mandela Bay and eThekwini.
Lower-skilled workers, either in elementary occupations or service and sales, comprise a third of the workforce,
with smaller metros showing higher demand. Evidently, different places demand different types of skills, and to
properly appreciate the evolving accumulation of expertise requires breaking up these occupational categories
into greater detail. This is what Table 3 attempts to do, by showing the job losses and job gains between 2008
and 2017 across 60 categories of occupation type (excluding government and personal service workers5) for
the bigger metros. It highlights the distinctiveness of each metro in their demand for different types of skills.
Some clear cross-cutting themes also emerge.
Slow accumulation of professional skills. Even in Johannesburg, Cape Town and Tshwane, higher-order
professional or technical skills show no signs of strong growth. Instead, job gains are heavily concentrated in
generic management-related categories. This adds weight to earlier reflections on the uneven character of
services-based growth in many of the metros. The evidence suggests that the economy did not mature towards
more knowledge-intensive capabilities or industries, but instead lower-order service skills in clerical, sales and
private security jobs increased in size. It is hard to find a positive story to tell about human capital accumulation
in any of the metros.
Hollowing out of blue-collar labour: The weak growth of lower and middle-level occupations (apart from clerical
and sales-related work) across all of the metros is a real problem for improving access and promoting inclusivity
in South African cities. The influence of deindustrialisation could further exasperate unemployment if workers
cannot find ways to be reskilled and redeployed for work in other sectors.

Table 3 does not report on occupational categories related to “government and personal services” sectors so as to align
with the analysis of industrial change for “tradeable” sectors shown in Table 2.
5

Page 20 of 110

Table 3: Job creation and losses across occupational categories by metro (2008–2017)
Change empl '08-'17
Total empl
2017
CT
JHB
EKU
TSH
ETH
NMB
Total Change
GOVT/NPO:Senior officials
9 087
-107
-8 399
-710
-4 694
-4 074
-1 074
-19 058
MAN:Cheif exec
84 262
6 356
20 530
-3 191
4 861
3 642
1 209
33 407
MAN:prod/line/ops
512 851
35 533
70 945
1 998
29 276
21 870
7 135
166 757
MAN:general
164 474
8 048
14 131
-2 312
6 595
4 524
-13 410
17 576
PROF:natural science
7 063
-89
-743
-3 683
-1 510
-727
-759
-7 511
PROF:IT
50 785
-1 571
-5 600
-1 144
844
752
-71
-6 790
PROF:engineer/prod
63 430
-5 159
-2 201
-7 071
7 007
333
-2 591
-9 682
PROF:health/social
8 198
16
-102
920
1 657
-644
-458
1 389
PROF:teaching
2 251
320
592
-128
317
-143
0
958
PROF:finance/business
132 038
-5 059
2 565
-11 797
2 995
-10 365
394
-21 267
PROF:legal
32 663
3 314
3 504
-497
5 780
-887
-435
10 779
PROF:arts/culture/religious
10 241
1 044
3 002
70
-892
-633
82
2 673
TECH:natural science
6 715
-1 708
-2 212
-1 149
-624
1 695
400
-3 598
TECH:engineer/trans
95 586
959
-7 444
2 992
4 916
-7 732
109
-6 200
TECH:IT
22 241
4 172
6 228
2 084
5 319
1 301
338
19 442
TECH:health/social
12 017
-915
2 635
795
-1 572
3 053
563
4 559
TECH:teaching
0
-91
-152
-949
-232
-363
0
-1 787
TECH:finance/business
72 621
-1 388
-4 593
-2 648
-238
-155
596
-8 426
TECH:sales/agents
151 165
5 234
-5 885
-6 911
14 793
4 173
-2 237
9 167
TECH:legal/admin
9 351
652
-2 559
-1 748
-314
-264
93
-4 140
TECH:govt
56 460
5 103
3 294
1 713
-324
334
-464
9 656
TECH:design
30 342
691
-3 606
-176
4 328
-1 124
-1 373
-1 260
TECH:arts/culture/religious
8 038
-1 485
-43
-1 242
1 655
-555
-105
-1 775
CLERK:secret
184 619
8 235
19 149
-6 714
5 012
5 138
-1 778
29 042
CLERK:accounts
89 764
974
-4 371
-2 674
6 140
-3 627
-1 322
-4 880
CLERK:stock;prod
79 427
-9 700
-8 061
2 839
-2 250
-7 465
-386
-25 023
CLERK:other office
264 322
319
337
12 919
5 965
5 728
-5 413
19 855
CLERK:cash;teller
174 466
8 403
9 988
-583
1 721
4 422
1 664
25 615
CLERK:other customer
2 279
1 319
-787
-126
0
189
-398
197
SERVICE:travel;entert
145 736
13 841
-9 021
2 343
1 603
-1 513
1 919
9 172
SERVICE:personal
8 035
1 854
821
1 201
791
200
-212
4 655
SERVICE:public security
576
-1 858
-2 194
-3 104
-2 240
-3 742
-329
-13 467
SERVICE:private security
284 559
18 305
26 495
8 279
8 213
17 060
-2 217
76 135
SALES
227 048
9 129
18 300
-3 456
4 562
12 344
1 387
42 266
SKILLED AGRIC
7 259
-1 077
-2 213
-1 424
1 401
-2 529
-176
-6 018
CRAFT:mining
8 243
-1 684
1 468
-1 468
-3 012
-1 691
-964
-7 351
CRAFT:building
279 427
-2 089
-9 340
110
2 322
-23 328
-1 388
-33 713
CRAFT:metal;mach
135 741
-12 328
-18 624
-6 394
-2 170
-1 726
-3 347
-44 589
CRAFT:vehicles
61 594
1 969
-11 270
-4 214
-4 879
758
-3 015
-20 651
CRAFT:electrical
58 573
4 568
-2 990
4 424
3 761
-5 073
1 383
6 073
CRAFT:handicraft
23 311
-2 332
-56
-3 445
-34
-5 559
753
-10 673
CRAFT:food
43 104
-245
-3 724
3 576
1 443
300
-3 107
-1 757
CRAFT:wood
5 138
2 048
-1 355
133
-862
-211
-205
-452
CRAFT:textiles
27 199
376
-6 314
66
-4 024
-5 649
-234
-15 779
MACH:mining;metal;glass
10 115
2 069
-1 683
-3 958
-71
-978
287
-4 334
MACH:wood;paper
21 297
-3 855
739
-292
-1 371
1 395
-610
-3 994
MACH:gen ind
100 463
-8 362
-8 820
1 116
-1 794
-11 876
2 898
-26 838
MACH:textiles
42 875
-915
-2 576
-1 180
-2 770
-3 760
-233
-11 434
MACH:agri
13 064
541
-235
-596
-21
3 286
-1 292
1 683
ASSEMBLERS
28 788
2 813
-718
-2 956
-217
70
-685
-1 693
DRIVERS:vehicle
245 346
8 368
-2 713
3 440
-2 104
2 776
-1 228
8 539
DRIVERS:plant
52 503
1 984
2 321
-791
-29
-6 388
-635
-3 538
ELEM:street sales/services
18 363
-1 617
-3 946
-2 340
-4 162
-2 725
-1 331
-16 121
ELEM:helpers;cleaners
273 287
8 687
6 903
6 323
-2 612
-884
5 212
23 629
ELEM:sweepers;garbage
13 036
383
-788
1 168
930
-1 111
-3 382
-2 800
ELEM:agri labour
51 617
3 999
2 973
-2 317
3 514
-5 353
3 101
5 917
ELEM:mining labour
2 131
0
1 180
-161
0
0
-108
911
ELEM:const labour
32 958
-10 779
-1 796
-3 561
501
-7 338
-3 109
-26 082
ELEM:man labour
292 703
4 837
-9 467
21 275
15 830
4 551
-21 654
15 372
ELEM:freight
35 840
4 829
-154
3 760
3 175
1 693
802
14 105
TOTAL
4 886 685
106 877
61 344
-13 564
112 203
-28 608
-51 414
186 838
Source: LMDS (2008; 2017)
Notes:
Numbers in bold represent a significant change in employment at 95% level of confidence.
Numbers underlined represent a significant change in employment at 90% level of confidence.
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Conclusion
This paper argues for a greater appreciation of the spatial features of the South African economy and shows
how space, sector and skills combine to produce distinctive local outcomes. More attention should be given to
understanding the distinctive features of South African cities (and regions), including their relative weaknesses
and strengths, sources of dynamic advantage and how they are inter-connected. Being aware of the spatial
diversity of the South African economy raises a number of practical issues for policy.

Industrial policy and other programmes of support for business need to be
flexible and responsive to the local context.
For instance, strengthening the Automotive Production and Development Programme might be beneficial for
Nelson Mandela Bay but would be of little value for the City of Cape Town. Each city needs to build on its
relative comparative advantages, which means forging partnerships on the ground with business, industry and
professional bodies, and other stakeholders. Across all metros, a common trend is deindustrialisation, which
has implications for large-scale job losses and subdued local demand, particularly in cities such as eThekwini
and Ekurhuleni that have traditionally depended on their industrial base. A concern is that industrial transition
has been associated with an uneven pattern of service-based growth including many low-value local services
(such as cleaning and private security workers).

The demand and supply of skills need to be tailored for each context
This is important because of the diversity in the skillset of the local workforce. Stronger partnerships between
municipalities, higher education institutions and TVET colleges are crucial for boosting urban economies and
preparing the workforce for the inevitable changes that lie ahead. Moving away from standardised, one-sizefits-all education and training policy depends on robust information and intelligence about the diverse labour
market conditions in different places. Related to this is the loss of semi-skilled, blue-collar workers in most cities,
and whether or not such technical skills can be adapted and redeployed for productive use in the economy
elsewhere. The labour market does not appear to be growing professional and technical professional skills,
which could be a constraint for supporting knowledge-intensive sectors.

Research into the performance of South African cities needs to be prioritised
and sustained over the long-term
One of the many challenges is the lack of city-level economic data supplied by Stats SA, reflecting the lack of
research into the performance of South African cities. A glaring gap is the lack of any regular survey of firms
(such as the General Household Survey, QLFS and Census undertaken on households) that could provide
insights into local business conditions, enablers and constraints. Local municipalities would do well to explore
administrative sources of localised data, such as local rates and utilities usage, and to form partnerships with
key national stakeholders in order to gain access to tax and UIF submissions. In the longer-term, national
government should be lobbied to fund and commission regular census of firms.
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Annexure: Tables with standard errors
Table A1: Character of metro workforce (2017)
FORMAL

INFORMAL

PRIVATE

TOTAL

CT

JHB

EKU

TSH

ETH

NMB

BC

MAN

TOTAL

1 285 018

1 533 524

1 012 344

1 029 090

912 690

270 338

177 350

176 063

6 396 416

(8 714)

(11 262)

(8 851)

(8 788)

(8 534)

(4 263)

(3 618)

(3 590)

(21 801)

176 906

301 556

180 840

135 073

160 035

47 639

58 508

49 770

1 110 327

(6 287)

(8 118)

(6 238)

(5 609)

(5 845)

(2 821)

(2 949)

(2 731)

(15 299)

93 371

142 284

86 155

100 623

116 160

35 117

16 614

29 141

619 466

(4 495)

(5 992)

(4 241)

(4 985)

(4 848)

(2 420)

(1 693)

(2 195)

(11 661)

1 555 295

1 977 364

1 279 339

1 264 786

1 188 885

353 094

252 472

254 974

8 126 209

(6 115)

(7 418)

(6 558)

(6 401)

(5 921)

(3 092)

(2 259)

(2 174)

Source: LMDS (2017)
Notes: Standard errors in parenthesis

Table A2: Total formal employment by metro (2008—2017)
2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

CT

JHB

EKU

TSH

ETH

NMB

BC

MAN

NATIONAL

1 143 689

1 374 546

993 269

843 862

906 907

326 530

-

-

14 692 723

(8 426)

(11 482)

(9 865)

(8 785)

(8 584)

(6 237)

-

-

(29 826)

863 869

1 068 933

688 344

648 652

670 734

253 718

-

-

14 289 277

(6 999)

(11 123)

(9 677)

(8 144)

(7 551)

(4 875)

-

-

(30 910)

1 107 494

1 414 394

763 888

840 709

863 750

311 913

-

-

13 939 558

(8 242)

(15 862)

(10 534)

(10 858)

(8 783)

(5 505)

-

-

(33 068)

1 217 389

1 368 161

841 833

863 434

902 766

349 337

-

-

14 195 398

(9 522)

(14 596)

(10 804)

(11 215)

(9 807)

(5 958)

-

-

(33 665)

920 231

1 077 791

704 307

664 273

671 887

257 933

-

-

14 550 586

(8 110)

(12 530)

(10 254)

(11 691)

(7 881)

(4 511)

-

-

(34 875)

1 209 019

1 557 989

871 116

919 390

964 268

300 414

-

-

15 026 582

(8 975)

(15 770)

(11 528)

(13 530)

(10 060)

(4 526)

-

-

(35 994)

1 272 711

1 548 150

967 057

912 442

891 008

291 449

-

-

15 316 848

(10 729)

(21 310)

(19 491)

(20 021)

(9 864)

(4 380)

-

-

(39 957)

1 220 542

1 493 672

983 911

998 214

837 624

274 333

177 098

175 492

15 928 353

(8 527)

(10 442)

(8 544)

(8 282)

(8 024)

(3 769)

(3 317)

(3 537)

(30 029)

1 249 510

1 540 749

972 885

1 023 144

872 162

271 505

179 241

171 682

15 968 404

(8 941)

(10 865)

(9 249)

(8 537)

(8 368)

(3 932)

(3 416)

(3 895)

(31 193)

1 285 018

1 533 524

1 012 344

1 029 090

912 690

270 338

177 350

176 063

16 365 789

(8 714)

(11 262)

(8 851)

(8 788)

(8 534)

(4 263)

(3 618)

(3 590)

(31 707)

Source: LMDS (2008–2017)
Notes: Standard errors in parenthesis. LMDS data only reported for BC and MAN from 2015 onwards

Table A3: Total formal employment by detailed industry sector (2017)
AGRIC
MINING
MAN:FOOD&BEVERAGE
MAN:TEXTILES
MAN:PAPER&WOOD&FURNITURE
MAN:PETROL&CHEM&PLASTIC
MAN:METALS&MINERALS
MAN:ELECTRONICS/MACHINES
MAN:TRANS
MAN:OTHER
UTILITIES
CONSTRUCTION
TRADE:WHOLESALE
TRADE:RETAIL
TRADE:VEHICLES
TRADE:FUEL
TRADE:HOTELS/RESTAURANTS
TRANSPORT:ROAD&RAIL
TRANSPORT:WATER
TRANSPORT: AIR
TRANSPORT:SUPPORT
COMMS:TELECOMM
COMMS:POST&COURIER
BUSINESS:FINANCE
BUSINESS:REAL ESTATE
BUSINESS:RENTALS
BUSINESS:IT
BUSINESS:R&D
BUSINESS:LEGAL&ACC&MAN&ADVERT
BUSINESS:ARCH&ENG&TECHICAL
BUSINESS:SECURITY
BUSINESS:CLEANING
BUSINESS:OTHER

CT
16 334
(1 867)
1 730
(710)
44 398
(3 212)
33 695
(2 798)
40 829
(3 217)
29 717
(2 707)
26 150
(2 582)
13 789
(2 013)
8 859
(1 433)
6 036
(1 147)
9 817
(1 523)
120 624
(5 357)
11 692
(1 751)
135 524
(5 600)
31 093
(2 828)
11 763
(1 761)
69 020
(4 102)
47 502
(3 490)
1 762
(703)
1 740
(632)
23 933
(2 538)
9 217
(1 554)
10 571
(1 668)
59 139
(3 870)
14 389
(1 990)
9 854
(1 450)
23 046
(2 467)
1 607
(664)
48 753
(3 638)
22 743
(2 455)
52 488
(3 442)
21 008
(2 172)
60 287
(3 819)

JHB
5 910
(1 309)
15 900
(2 280)
30 312
(3 027)
8 951
(1 623)
41 887
(3 477)
31 038
(3 127)
33 769
(3 076)
27 219
(2 912)
3 710
(1 148)
8 603
(1 551)
13 763
(2 152)
104 465
(5 481)
27 797
(3 015)
148 991
(6 302)
42 097
(3 646)
17 713
(2 290)
53 706
(3 616)
56 920
(4 155)
0
0
1 209
(669)
19 922
(2 501)
10 374
(1 745)
18 959
(2 488)
142 194
(6 624)
22 498
(2 911)
5 150
(1 209)
35 186
(3 329)
3 281
(1 009)
73 979
(5 043)
20 259
(2 427)
79 817
(4 550)
29 104
(2 791)
70 377
(4 576)

EKU
7 443
(1 372)
17 481
(2 524)
28 402
(2 674)
6 293
(1 310)
22 896
(2 768)
38 800
(3 409)
73 377
(4 525)
28 702
(3 058)
13 813
(1 898)
6 204
(1 302)
9 197
(1 697)
79 223
(4 829)
8 021
(1 619)
77 096
(4 671)
36 374
(3 396)
8 365
(1 384)
24 706
(2 461)
68 845
(4 370)
92
(92)
18 319
(2 416)
15 854
(1 960)
11 186
(1 640)
5 273
(1 308)
45 696
(3 878)
5 972
(1 446)
3 115
(878)
10 812
(1 897)
899
(651)
19 824
(2 668)
24 471
(2 699)
35 370
(2 902)
20 350
(2 274)
42 040
(3 684)

Source: LMDS (2008–2017)
Notes: Standard errors in parenthesis. Excludes community and personal services
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TSH
6 288
(1 360)
4 568
(1 259)
19 568
(2 249)
3 715
(963)
12 475
(2 038)
27 357
(2 830)
24 523
(2 891)
16 461
(2 403)
22 101
(2 515)
4 133
(1 124)
12 670
(2 189)
75 761
(4 746)
12 766
(1 929)
88 332
(5 152)
18 530
(2 333)
14 039
(2 028)
35 800
(3 207)
30 163
(3 080)
0
0
3 749
(1 170)
8 627
(1 543)
3 708
(1 069)
22 699
(2 833)
55 827
(4 220)
7 653
(1 519)
692
(403)
22 167
(2 794)
8 826
(1 573)
40 824
(3 670)
17 319
(2 413)
32 068
(2 944)
20 419
(2 290)
35 852
(3 491)

ETH
2 841
(779)
1 208
(493)
22 884
(2 386)
45 879
(3 131)
24 247
(2 553)
22 813
(2 424)
20 891
(2 172)
13 729
(1 941)
12 751
(1 865)
2 354
(784)
6 372
(1 273)
63 278
(3 888)
13 188
(1 975)
85 436
(4 441)
27 986
(2 797)
14 658
(2 014)
35 640
(2 946)
66 817
(4 267)
3 919
(1 078)
1 973
(718)
13 942
(1 832)
5 791
(1 159)
6 760
(1 313)
26 825
(2 619)
5 666
(1 304)
4 130
(1 022)
9 456
(1 604)
2 327
(751)
14 084
(1 982)
7 831
(1 413)
53 902
(3 690)
20 036
(2 274)
48 220
(3 551)

NMB
2 657
(741)
0
0
10 464
(1 556)
3 529
(848)
3 321
(813)
9 756
(1 407)
6 113
(1 035)
1 631
(495)
19 162
(2 012)
1 276
(503)
1 002
(470)
15 804
(1 938)
4 759
(1 002)
32 936
(2 683)
7 074
(1 387)
1 477
(514)
12 704
(1 627)
10 578
(1 553)
0
0
585
(293)
1 917
(663)
2 423
(723)
1 746
(550)
13 890
(1 904)
1 820
(563)
488
(284)
1 245
(471)
0
0
4 854
(963)
5 637
(1 097)
9 796
(1 417)
7 699
(1 311)
11 508
(1 529)

BC
5 356
(1 075)
0
0
3 233
(840)
2 257
(584)
2 239
(684)
2 390
(724)
2 885
(789)
1 863
(666)
5 062
(1 041)
605
(293)
1 325
(515)
14 142
(1 779)
2 066
(647)
13 262
(1 680)
3 556
(897)
1 871
(597)
5 135
(1 060)
5 612
(1 085)
0
0
382
(273)
1 075
(461)
2 357
(709)
481
(340)
10 860
(1 616)
2 074
(674)
675
(292)
2 025
(692)
421
(298)
3 345
(882)
963
(432)
7 657
(1 207)
4 456
(909)
2 734
(799)

MAN
1 211
(458)
0
0
3 673
(878)
1 194
(440)
1 351
(527)
1 500
(493)
3 187
(790)
1 511
(586)
1 739
(521)
0
0
3 078
(999)
14 997
(1 707)
3 235
(781)
20 848
(2 107)
3 331
(802)
1 670
(562)
8 698
(1 264)
10 799
(1 477)
0
0
532
(376)
518
(347)
683
(343)
1 919
(667)
3 103
(739)
862
(435)
693
(403)
928
(478)
597
(401)
5 081
(1 016)
1 137
(537)
7 329
(1 176)
6 554
(1 107)
2 388
(704)

Table A4: Occupational composition of formal metro workforce (2017)
CT

JHB

EKU

TSH

ETH

NMB

BC

MAN

MANAGERS & LEGISLATORS

172 083

269 594

136 192

154 171

103 802

28 628

22 460

12 572

(6 480)

(9 224)

(6 605)

(7 202)

(5 282)

(2 569)

(2 161)

(1 816)

PROFESSIONALS

109 747

169 571

58 904

137 214

68 249

17 444

13 155

17 528

(5 335)

(7 444)

(4 471)

(6 714)

(4 194)

(1 882)

(1 680)

(1 849)

142 923

175 904

130 976

143 008

105 381

38 504

20 148

21 309

(5 917)

(7 367)

(6 521)

(6 542)

(5 218)

(2 726)

(2 076)

(2 135)

CLERKS

199 634

260 728

173 022

182 545

140 472

40 340

33 233

27 811

(6 819)

(8 631)

(6 959)

(7 212)

(5 840)

(2 902)

(2 571)

(2 355)

SERVICE&SALES

202 771

236 664

116 279

145 632

163 103

42 493

30 236

33 859

(6 919)

(7 744)

(5 454)

(6 505)

(6 323)

(3 006)

(2 454)

(2 500)

4 438

512

2 485

1 401

136

178

503

143

TECHNICAL PROFESSIONALS

SKILLED AGRICULTURAL

(965)

(367)

(902)

(676)

(136)

(178)

(355)

(143)

165 026

127 107

132 608

87 733

81 942

27 714

9 464

20 734

(6 290)

(5 778)

(6 070)

(5 017)

(4 393)

(2 436)

(1 367)

(2 001)

102 418

111 402

110 055

52 299

110 582

29 935

12 521

13 642

(4 954)

(5 364)

(5 170)

(3 687)

(5 152)

(2 419)

(1 600)

(1 548)

184 907

180 834

151 824

124 755

138 494

45 102

35 629

28 464

(6 359)

(6 714)

(6 146)

(5 631)

(5 643)

(2 989)

(2 629)

(2 290)

1 072

1 207

0

332

528

0

0

0

(492)

(619)

0

(235)

(311)

0

0

0

1 285 018

1 533 524

1 012 344

1 029 090

912 690

270 338

177 350

176 063

(15 025)

(17 886)

(14 593)

(14 929)

(13 302)

(6 690)

(5 298)

(5 349)

CRAFT&TRADE

MACHINE
WORKERS

RELATED

ELEMENTARY

OTHER

TOTAL

Source: LMDS (2008–2017)
Notes: Standard errors in parenthesis
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The Role of Informal Economies in Transforming the
Space Economy
Tanya Zack and Kirsten Harrison
The challenge is to convince the policy makers to promote and encourage hybrid economies in which
micro-businesses can co-exist alongside small, medium, and large businesses: in which the street
vendors can co-exist alongside the kiosks, retail shops and large malls […] they should encourage
economic diversity. Also, they should try to promote a level playing field in which all sizes of businesses
and all categories of workers can compete on equal and fair terms – Ela Bhatt, founder of SEWA, the
largest trade union of informal workers in the world (Chen, 2018: 44).

Introduction
Asia and Africa are currently the fastest urbanising continents and where most of the expected urbanisation will
occur. It will primarily be through “informal ways of accessing land and housing, continuing a trend that has
perhaps become the most defining characteristic of urban development in the Global South” (van Gelder,
2013: 493). As the poor are urbanising cities in the Global South through irregular and informal means (Caldeira,
2015), academics and practitioners alike have to consider at what point to acknowledge and legitimise such
development into the market and state processes that connect, support and derive benefit from it. Ways need
to be found that can measure the value of these irregular and informal processes and can enable state planning
systems to respond more effectively to this reality. In built environment discourses in South Africa, informal land
uses and activities should be included differently, with the formal and the informal not seen as competing forces
in cities. Informality has value in the space economy because the formal city bypasses many of its inhabitants
and entrepreneurs, failing to provide them with a platform of dignity and thereby harness the power of their
collective energy. Rejecting the dualistic interpretation and stereotyping of city form, this paper presents a
framework through which to view the space economy of South African cities.
In many parts of South Africa’s cities, the reality is that space and land use are informalised and appropriated
for use and densities that exceed the limits of official plans and policies. Residential and business uses have
emerged that fall outside formal planning. This informality is not some underside of the city but an urbanity and
a making of “cityness”. These phenomena are not new but remain categorised outside formal planning
frameworks, unless the objective is to rehabilitate, upgrade or formalise. Mapped representations of the space
economy largely fail to reflect these informal land uses, apart from informal settlements, or to acknowledge their
complex use and process. Instead, plans provide largely formal representation of city economies, while targeted
interventions often criminalise anything that is perceived as outside the formal planning codes. Of course health
and safety conditions in informal spaces could be improved, but the starting point of regulation overlooks the
innovation, productivity and responsiveness of these informal uses and processes.
This is happening in cities that are highly unequal. South Africa’s sprawling, low-density cities are both
uneconomical and unjust. The impact and implications of apartheid planning and its effects on South African
cities, both in form and function, have been well recorded. The space economy remains unchanged, and the
majority of poor city residents are excluded from economic opportunities because of the continuing lack of spatial
integration and property markets that reinforce existing spatial patterns (Venter et al., 2004). Furthermore, failing
to acknowledge the role of the informal in shaping space in our cities undermines any attempt at spatial
transformation. Understanding the space economy means accepting that “inequalities cannot always be
mapped out in dualistic opposites, such as […] formal versus informal” because such categorisation is always
“shifting and unstable” (Caldeira, 2017: 7).
Although planning literature does examine the role of space economies in influencing evolving spatial form (Gotz
& Todes, 2014), municipalities and policy-makers need to engage more meaningfully with informal economies
and processes in order to fully understand the space economy in South Africa. While it is undeniably complex
for municipalities to govern the city as multidimensional, in cities the formal and informal continuously intermingle
and adapt to each other’s ebbs and flows. The Integrated Urban Development Framework (IUDF) proposes that
cities have levers that they can use to transform the space economy, including: integrated urban planning,
transport and mobility, sustainable human settlements, urban infrastructure, land governance and management,
empowered communities and effective urban governance (DCOG, 2016). However, these levers are often
considered without fully engaging with the informal. For example, the analysis of the space economy of South
African cities has centred around the evolving spatial locations of formal development and economies. This is
due in part to the absence of detailed data on informal economies and in part to the methodologies used by
most cities to transform the space economy. Aspects such as infrastructure provision, spatial policy and land
use management operate outside the realm of informal businesses and property development. And yet the state
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has the power to operate differently: “The planning and legal apparatus of the state has the power to determine
when to enact this suspension, to determine what is informal and what is not, and to determine which forms of
informality will thrive and which will disappear” (Roy, 2005: 149).
However, in most South African cities, authorities “are not concerned about making their cities competitive and
productive […] or creating cities that are liveable and suitable for the majority of their citizens” but are
preoccupied with “creating modern cities” (Kamete, 2013: 28). Over the past decade, the policy discourse may
have become more progressive and inclusive, but informality is still primarily seen as a problem to be repaired
rather than an innovative way forward or a point of learning, or indeed a point of value. Informality is associated
with overcrowding, disorder, decline and decay (Kinyanjui, 2013). It is rarely linked with possibilities for future
city form or with increases in property value.
Using case studies drawn from informal trading spaces in South African cities, this paper presents more complex
ways to think about the role and place of “informality” in the space economy.
• It interrogates the link between the formal and informal in the space economy through reviewing the
urban geography and space economy theory, and then discussing alternative ways of viewing and
valuing contemporary urban forms.
• It presents a series of case studies that demonstrate how the space economy is orchestrated within
and outside of the state and through formal and informal processes. In exploring the spatial conditions
of organically developed/redeveloped spaces, it demonstrates the active and transformative role that a
seemingly informal economy plays in the inner city and a township of Johannesburg.
• It explores how spatial change, driven by multiple small and individual actors, can have a massively
transformative impact on urban space.
• It examines the role of the state in creating and determining what is informal, and in facilitating or
inhibiting the productive value of these land uses.
In the urban space economy, informal economic activity is important for spatial patterning, governance
processes and the relationships between so-called formal and informal economies.

The Space Economy and Informality
Urban economics is the study of the spatial patterns of economic activity (McDonald & McMillen, 2011). The
Gauteng City Region Observatory6 provides a succinct definition of the urban space economy that speaks to
the interrelationship between city form and the economic activity in space:
‘Urban space economy’ is shorthand for the distribution of economic activity in space, considering: how
the spatial form of cities is structured by dynamic changes in economic activity; how economic
opportunities and constraints are structured by spatial form, fabric and function; and the changing nature
of economic space itself.

The relationship between space and the economy in earlier models 7 were based on the idea of a monocentric
city model, one that clearly does not address the current polycentric structure of most urban areas (Krugman,
2011). To fully understand the space economy requires considering various aspects (Martin, 1999: 75):
Crucial to an understanding of the space economy, then, is an explication of what geographers call the
‘institutional thickness’ of regions and localities (see Amin and Thrift, 1994, 1995), that is, of spatial
variations in the range, density and functions of the institutions (both formal organisations, rules and
practices, and informal customs, routines, norms, networks, and so on) that underpin (or in some cases
undermine) economic activity, and how and why these institutional geographies themselves develop
unevenly across space.

This view is echoed in other work including that of Phelps and Tewdwr-Jones (2008). The particularities of each
context requires one to understand the way in which economic geographic regions engage and interact, and to
examine economic life at various scales (Martin, 1999).
The formal city and formal economic land uses have dominated the study of urban economics. However, the
economies of the informal sector are equally shaped by space and by access to markets and transportation
connections. And in turn, informal activities have an impact on urban form and on other economic uses.
Therefore, it is important to understand the economic drivers of the informal and the relationships between the
Götz G. Gauteng’s urban space economy. Available online: http://www.gcro.ac.za/research/project/detail/gautengsurban-space-economy/. Accessed 22 June 2019.
7 The relationship between the economy and space was originally theorised in simpler urban times through the location
theory of von Thunen, Weber and Christaller (Martin, 1999). Later theories on urban economics is often associated with
the work of William Alonso (1964) in his Location and Land Use text (McDonald & McMillen, 2011). These original models
are constrained by their inability to explain the complexity of contemporary urban life and their reliance on mathematical
modelling to draw conclusions (ibid).
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formal and informal. Although the idea that informal parts of cities are separate from the formal parts is being
challenged in urban theory, writers still speak apocalyptically or heroically about informal development as an
alien component of the modern city. Mike Davis’s “Planet of Slums” is criticised for fomenting simplistic dualisms
that oversimplify the complexity of urban spaces and ignore the multiple connections between formal and
informal (Angotti, 2006). And heroic-type accounts of informality as opposition – and of their residents as morally
superior – also risks marginalising such development: “To dwell on informality as resistance or reverse
colonialism romanticises it at the expense of a more prosaic assessment of the material constraints facing
the urban poor and the resources they use to address those constraints” (Varley, 2013: 16). Informal ways of
accessing land and services are often integral processes in the urban economy and the political economy.

Location and agglomeration
Several key concepts underpin the location of economic activity in space and could be applied to the making of
informal economic space. One of the ways in which urban centres emerge is through the locational decisions
of firms, which is understood within the notion of agglomeration. Agglomeration means that “cost reductions
occur because economic activities are located in one place” (McDonald & McMillen, 2011: 46). Space is an
important factor in driving economic choices, and agglomeration and accessibility are important features in
shaping the economy. (de Bok & van Oort, 2011). Location is one factor in agglomeration choices, but other
forces such as the market and technology are also important (Phelps, 1992), as are the local business
environment, infrastructure availability, access to markets, the institutional environment and even the social and
cultural offerings.
In South Africa, local economic success is moulded by a series of interconnecting factors of which productivity
and innovation are crucial (Turok & Borrrel-Saladin, 2013). One success factor is agglomeration, which is a
consequence of “scale, density and the diversity of economic activity within a place” (ibid: 12). Given South
Africa’s planning past, location matters a great deal in cities, especially where the formal and informal hybridise
because this often indicates (rare) inclusionary development. Each location develops a locally specific space
economy that is determined by a multiplicity of historical and current factors. It is an important starting point for
conceptualising the role that the informal economy plays in the city space economy, but state policy often
restricts where informal activities may take place. The location of informal activities relies on improvisation and
on finding opportunity in the excess infrastructures of cities or in the gaps of formal planning or legal oversight.
Therefore, the agglomeration concept may need to be tempered when analysing an informally shaped space
economy.
Despite the reliance on opportunity and improvisation, informality is not random. Indeed, at a micro level and
within the boundaries created by formalised exclusion, informality often adopts many of the logics of formal
economic enclaves. Informality is frequently wrongly linked to the “unplanned city”, whereas so-called formal
development is seen as coordinated and planned. However, informal settlements (for instance) are rarely the
result of unplanned or spontaneous occupation of land, as “land invasions are often well organised” (Varley,
2013: 6). Informal settlements often evolve into neighbourhoods that are indistinguishable from the areas
surrounding them. Informal settlements and informal business nodes may be in-between spaces in cities, but
they are not worlds apart from formally planned urban space.

Informality in urban theory
Informality is pivotal in understanding the urban reality in the Global South but is generally associated with
marginality in the urban discourse. Urban economies and space economy theories are largely investigated in
the milieu of the “formal”, and urban theory is often biased in favour of privileged centres and institutions
(Pieterse, 2010; Parnell & Robinson, 2017; Myers, 2018). Such a narrow understanding of the urban implies
that many of the realities of urban life in less privileged cities are untheorised and, in many instances,
discounted. However, “black urbanism” (which is given voice in the work of Maliq Simone, among others) is an
important urban reality (Parnell & Robinson, 2017: 20 ) and situates the informal at the centre of urban life.
Indeed, “[m]uch of the dynamism of cities emerges in the marginalized spaces where urban dwellers who have
little to lose appropriate spaces outside of the state’s control” (Aceska et al., 2019: 11). By appropriating such
space, the urban poor are able to “dissolve spatial boundaries set from above” (Chandhoke, 1993: 64).
Urban marginality is more complex than an assumed coincidence between social marginality and spatial
marginality, and spatial marginality should be considered not as separate from the city but as part of the
relationships and processes between groupings in the city (Aceska et al., 2019). The formal and informal should
be viewed as interconnected, as “informal work and housing constitute significant proportions of urban
economies” (Roy, 2005: 148). In the Global South, residents themselves build large sections of cities – this
“autoconstruction” is a process that is constant and enduring, not fleeting (Caldeira, 2017). Autoconstructed
neighbourhoods take many forms, which resonate with South African cities, and are not only the “slums” but
also “irregular subdivisions and unauthorised housing” (Bhan et al., 2018: 257).
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The incremental construction of cities by their residents is “peripheral urbanization”, given that the informal does
not operate in an entirely parallel system. It is a kind of city building that “operates inside capitalist markets of
land, credit and consumption, but usually in special niches bypassed by the dominant logics of formal real
estate, finance and commodity circulation” (Caldeira, 2017: 3). Thinking of the informal as the poor parts of cities
is tempting, and in some ways income is a better category to use than levels of formality when targeting
development. However, although the city contains spatially marginal economies, the urban poor are integrated
into economic life on innumerable levels (Simone, 2015). Therefore, “to characterize particular districts as poor
or not poor is often impossible, particularly given the limitations on available data sets and instruments for
measuring the aggregate levels of income and consumption” (Simone, 2015: s16). Of course, the deliberate
categorising of the apartheid city does yield large identifiable pockets of urban poverty. But new developments,
some of which are taking place incrementally and informally, may offer clues to more inclusionary city patterning.
Recognising that the informal is as legitimate as the formal is not a new position. Since the 1980s, the ideas of
regularising informal settlements, “coping” with informality and integrating the formal and informal have been
put forward as responses to those arguments (Jenkins, 2001). Two approaches to informal settlements are
indicative of the general attitude to informality in urban space (ibid):
• A “managerial” approach, which assumes that formalising the settlement as it presently exists is
impossible, and seeks ways to regularise and integrate the informal and formal systems where possible.
• A more “conceptual” approach, which finds that informality is defined within elitist and minority precepts
that cannot be assumed to be legitimate and do not accord with the more dominant social constructs
and values. The idea is to create a basis of a new perception that will fashion urban development in
more politically relevant ways.
Both positions assume that formal is the “norm”. Therefore, neither position is anything more than hypothetical,
given the scale of informality and the financial, technical and political constraints (in this case in Mozambique,
but the point is relevant elsewhere too). Also, neither position addresses what happens after regularisation,
which is especially important in the space economy – what happens to land prices after regularisation, and what
will be the impact on poor urban dwellers?
A “different approach to land-use planning” is needed, one “that focuses mainly on these sociocultural practices,
as opposed to physical order” (Andersen et al., 2015: 331). Formal planning originated in the Global North and
was originally used in sub-Saharan Africa. Then global and local economic downturns undermined the formal
system and limited the possibility of formal development, giving rise instead to the informal settlement. This kind
of land use has been negatively labelled as irregular and calls to formalise have been consistently made (ibid).
Informal employment is a characteristic of the “shadow economy”, which the OECD defines as “employment
engaged in the production of legal goods and services where one or more of the legal requirements usually
associated with employment [e.g. registration for social security, paying taxes or complying with labour
regulations] are not met” (OECD, 2008: 80). In 2011, the global shadow economy was estimated to be worth
US$10 trillion and to employ 1.8 billion people (Neuwirth, 2011). This is the component of the economy that is
growing fastest in many developing countries. The shadow economy is central to future city making. Although
it traditionally exists beyond much that is coded and regulated in cities, the shadow economy is often able to
propel businesses into global markets because it is able to make deals and arrangements that do not rely on
the scale of profit margins, which the formal sector requires for viability. It is also a system that is spreading
technology in ways that even the poor can afford. Indeed, while states are trying to carve out ways to privatise
service delivery, the shadow economy is often at the cutting edge of private delivery (ibid).
In contrast to approaches that argue for incorporating the informal into existing systems or expanding existing
systems to accommodate the informal, Madlingozi (2019) points out that decolonising is always disruptive.
Shifting clauses within existing legal frameworks do not adequately account for the fact that South Africa’s laws
are based on colonial state forms. New means of law-making are needed that do not perpetuate the institutions
and social and cultural arrangements of colonialism (Madlingozi, 2018). Social movements are engaged in
“decolonisation from below”, through their rejection of the legitimacy of prevailing systems – for instance, the
shack-dweller movement Abahlali baseMjondolo has sought to disrupt and decolonise the law, society and
hegemonic epistemologies and ways of being in the world (Madlingozi, 2019).

South African cities and the space economy
Among the many factors responsible for the ongoing spatial fragmentation in South African cities are
shortcomings in spatial management, a lack of political leadership and insufficient long-term strategic planning
(Turok, 2013). The stubbornness of urban form once it is constructed also cannot be discounted. Each of these
factors are important for understanding a space economy where inequality and spatial fragmentation is
consistently reinforced. In many South African cities, a thorough understanding of the space economy is often
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limited, and spatial plans do not address economic spaces (Harrison et al., 2007). In the most recent attempt to
analyse spatial change in Johannesburg, Gotz and Todes (2014: 117) contend:
While strategic metropolitan plans have hoped to restructure South African cities spatially to redress
spatial inequalities, and there has been some success at the level of redistributing of public investment,
they have had little impact on the space economy. This is in part because the dynamics of urban space
economies have been insufficiently understood and addressed by planning.

In Johannesburg, investment made by the state has had a limited impact on the space economy, and the gap
between the north and south of the city appears to be widening – the new areas of commercial growth and
development are mostly in the north of the city (Gotz & Todes, 2014). This finding is supported by research into
the space economy in South African cities by Crankshaw (2008), and Sinclair-Smith and Turok (2012). Lemanski
et al. (2008: 141), describe the changes in the formal parts of the space economy.
Consequently, further expansion to the north in both cities occurred in the form of large shopping malls,
new gated industrial parks (combining offices and factories), secure office parks (campus-style
developments in park-like surroundings) and secure townhouse complexes (gated, compact housing
developments). This northbound sprawl represents the (predominantly White) flight suburbs, creating
new ‘edge cities’ of Sandton in Johannesburg as well as Hillcrest and Umhlanga in Durban.

These analyses track development that can be considered “formal”, planned development that follows from
township establishment, zoning and the provision of title deeds. Although the economic power of the formal
economy remains dominant in cities like Johannesburg, it is not the only form of expansion happening. Efficient,
productive informal economies are developing in Johannesburg and other cities but are not reflected in these
kinds of analyses of the space economy.
The failure to map the growth and changes in the informal economy is often because of a lack of good data on
the informal economy. Although little research has been done into the transformation of large settlements on
the peripheries of black townships or the impacts of informal economies on the space economy within townships,
densification studies do refer to the informal and its impact on space. Much of the densification that happens in
cities is informal, and this informality shapes the built environment. Johannesburg’s current spatial form
developed from the establishment of townships as single-story dormitories and the concentration of economic
opportunities in central business districts (CBDs), which created considerable distances for township residents
to get to work (Todes et al., 2017). However, informal processes and more permissive planning regulations are
slowly changing this spatial form (ibid). Significant densification has occurred in well-located, affordable
neighbourhoods in Johannesburg: Northriding, Hillbrow, Houghton and Bram Fischerville, and the growing
informality promotes greater social diversity in these neighbourhoods. Therefore, as much of the densification
is informal, local institutions need to support better management of these neighbourhoods.
The literature shows an increasing comfort with the notion of the informal as a legitimate part of the urban space
economy. But what might this mean in reality? The following three elements are discussed further in the case
studies:
• Urban morphology: A footprint of informality in the space economy that might manifest as informal
settlements or as informal economic activities within the urban core or city edges. By extension, it may
lead to thinking about the “form” that informality takes in housing, mobility, trade, public services and
social services. Each of these contain recognisable informal uses that are part of South African urban
morphology. They exhibit spatial logics of location that include agglomeration but are nuanced by the
constraints and improvisations required within these unregulated spaces and spaces of opportunity.
• Process: At another level, examining informality in the urban economy is about interrogating process.
In this respect it is about power relations, about governance, about relationships between uses or
actors, about the deals that are struck in informal businesses.
• Relationships: Another aspect is the relationship between the formal and the informal, which centres on
aspects such as informal uses or settlements becoming permanent and ordinary parts of cities. It also
speaks to the strong links within the urban space economy and the problems of separating out “informal”
from “formal” processes and economic uses.
The case studies that follow look at informal economies as legitimate components of urban areas, and how they
shape – and are shaped by – urban space. They illustrate the importance of the informal economy in shaping
physical space in the city, and the innovative processes needed to run businesses when there is no access to
state resources. They also show how the relationship between the “formal” and “informal” cannot be separated
and are enmeshed in many ways, most of which are premised on optimising economic gains.
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Informal Economies in Urban Areas
Informality constitutes a substantial part of urban life in South Africa. For instance, 36% of Johannesburg’s
population live in unauthorised residential arrangements (Huchzermeyer, 2013), and informal construction
activity constitutes 16–17% of gross value added (Gardner & Lockwood, 2019). One in six working South
Africans work in the informal economy, with retail and wholesale trade constituting the largest segment of the
informal sector (Fourie, 2018). Two case studies illustrate the importance and contribution of informal
businesses.

Ivory Park and informal businesses
In 2017, the Sustainable Livelihoods Foundation (SLF) studied the space economy of informal businesses in
Ivory Park, Gauteng (Charman et al., 2017). The spatial location and experiences of township enterprises were
analysed, and 11 case studies were used to trace how the land system hinders the local economy, in particular
the many micro retailers and service providers scattered through the township. The case study illustrates how
the land management system enforces informalisation, thereby undermining attempts to transform the space
economy. Faced with business processes that are notoriously difficult to comply with, township businesses end
up trading illegally. The lack of formal employment available to many South Africans also further undermines
attempts to grow viable township businesses.
An analysis of how land is used for micro-activities, including house-based taverns, educare facilities and house
shops (spazas), found that these micro-enterprises operate illegally and/or informally because of various
reasons, including (Charman et al., 2017: 19):
•

The absence of a separation between business and residential activities;

•

The absence of approved building plans;

•

The failure to adhere to municipal by-laws relating to environmental health, food safety and
the use of business signage; and

•

The failure to adhere to informal trading by-laws and restrictions on trading activities within
roads.

A total of 2509 micro-enterprises in Ivory Park were mapped and categorised into 34 enterprise groups. The top
five categories are house shops (17.1%), street trade (12.5%), taverns (9%), grocery retail/spaza shops (7.2%),
greengrocers (5.7%) and takeaways (5.7%). Over half of all business activities involve selling food (groceries,
fresh produce, meat and poultry), beverages (cool drinks and alcohol) and preparing foods (street food,
takeaways and restaurants). The density of enterprises in Ivory Park is significant, with 55.1 micro-enterprises
for each 1000 persons (Charman et al., 2017).
The spatial patterning of business relates to available resources, constraints and agglomeration logics. Homebased spaza shops and taverns are scattered throughout the area, as are educare services. The street is host
to greengrocers, fast-food outlets (such as braai stands), haircare businesses and ambulatory hawkers. Along
high streets, many residential properties have been converted to include business premises. The businesses
are conducted from a portion of the house or from semi-permanent and temporary structures attached to the
house or placed in front of it, within the yard or on the sidewalk. Other traders use public land for their services,
such as mechanical repairs (ibid).
Residents and entrepreneurs negotiate trading opportunities through informal transactions and arrangements.
They often use “social processes of regulation” and mutual agreement with neighbours (Charman et al.,
2017: 99) to realise their “rights” to live and work, despite regulations that marginalise them. Investments and
trade are markedly greater in areas with secure tenure than in areas where traders and service providers might
be moved at any time. As the properties are compact, adaptations are intensive and include backyard dwellings,
conversion of the front of house to business/shop, vertical extension onto first floors or conversion of an entire
dwellings for commercial use (especially along high streets or at activity nodes). There is a clear correlation
between security of tenure and the investments that entrepreneurs are willing to make to properties, and yet
informality is a major obstacle to raising capital through financial institutions.
Charman et al. (2017) argue that a more robust land-use framework is required to advance the principles of
spatial justice and spatial resilience that are embodied in 2013 Spatial Planning and Land Use Management
Act (SPLUMA). An appropriate land system would take into account the multifaceted conditions under which
land is used for business, social, cultural and residential purposes within townships. The spatial constraint is a
significant obstacle to business growth in Ivory Park. Other problems include unfavourable business locations,
inadequate business (trading) infrastructure and insecurity of tenure, especially for trading in public space.
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The study distinguishes between involuntary informality and wilful informality – many micro-entrepreneurs are
informal because they do not have the resources to overcome the legal barriers to formalisation, which is
different from those who have the means and capital to formalise. Informality alienates people from registration,
licensing and other forms of regulation and finance opportunities. Not being able to register adequately means
that certain enterprises suffer – for example, educare facilities could access grants and support if legal, and
taverns would have greater flexibility and security with liquor licences. A lack of regulation or monitoring is not
ideal and does not protect the public good (although it may benefit traders and service providers in the short
term). Moreover, it relieves municipalities of their role and duty to protect the public good.8 Compliance-driven
investments in places such as educare facilities can protect health and safety. Weak oversight has often
contributed to massive non-compliance, resulting in scant regard for the safety or wellbeing of patrons or
tenants.

“Jeppe” cross-border shopping precinct in Johannesburg
This case study demonstrates how an emerging, informal site of thousands of small-scale entrepreneurs has
significantly altered the space economy in the north-eastern quadrant of the CBD (Zack & Govender, 2019). It
also highlights the significance of interconnections between local and regional economies and the value of the
inner city as a location that supports economic growth. The shopping environment of these high-rise buildings
are “vertically stacked arcades, linked by stairwells. Customers navigate narrow corridors that lead past shops
facing inwards. Inventive architectures […] that maximise display areas and the number of trading spaces”
(ibid: 34). This retail phenomenon incrementally adapted the interiors of modernist office buildings – migrant
retailers occupied buildings that were formerly medical towers in the mid 20th century, transforming them into
apparently “secret” shopping centres, with mini retail outlets and coffee shops that have turned interior corridors
and stairwells into lively internal streets (ibid).
At the core of this economy is the appetite for fast fashion in sub-Saharan Africa. Affordable Chinese
manufactured apparel is in demand across many countries that are poorly serviced by ports. Johannesburg,
has become a natural hub for these goods destined for local and cross-border trade, and the number of
wholesale and retail outlets servicing this market has grown exponentially – more than 20 Chinese malls are
located west of the inner city. This trade has stamped a sizeable footprint on Johannesburg’s inner city and in
particular on the railway station precinct of the CBD where the “Ethiopian quarter” is a centre of cross-border
shopping. The area is known to shoppers and shopkeepers as “Jeppe”, from the original name of the main
thoroughfare – Jeppe Street – on which the first of these small shops were established. The road remains the
epicentre of a trade that over two decades has spread to many city blocks.
Jeppe is the place from where mostly migrant entrepreneurs supply billions of Rands’ worth of Chinese apparel
to local and cross-border shoppers from sub-Saharan Africa – shoppers come from Johannesburg, surrounding
towns, further provinces, rural areas, as well as from Mozambique, Zimbabwe, Zambia, Botswana, Swaziland
and Lesotho. Many cross-border shoppers come for a few days each month to stock up on goods, which are
then sold in these neighbouring countries. Most shoppers are informal traders who are able to buy wholesale
quantities of Chinese-made clothing, shoes, household wares and accessories at affordable prices (Zack,
2017a). Yet, despite being a booming agglomeration economy of traders, the Jeppe precinct does not appear
on municipal plans as a retail centre. It is not included in the Johannesburg Development Agency’s sketch plans
that demarcate improvement districts in the inner city. Improvement districts are precincts that have been
identified as areas of special character and investment potential, where the city intends stimulating and providing
investment. The plans include the Retail Improvement District and the Fashion District, which skirt Jeppe but
offer far less fashion for sale and attract fewer costumers than the intense shopping hub that is Jeppe. To date,
Jeppe has not received such attention.9
The Jeppe precinct is neither entirely formal nor informal. Instead, the formality and informality of space and
activities intertwine. Small trading stalls, which are not registered businesses and have no relationships with the
municipality for service provision, operate from high-rise buildings where retail is permitted by the generous land
use zoning. Leases and subleases are established through a combination of formal and informal procedures
and contracts. Most of the compact trading spaces are created by subdividing the office space into retail stores,
and then further subdividing those spaces in response to changes in the market. In most cases, these building
alterations are not approved by the municipality and do not reflect on building plans. Some of the trading places
are makeshift counters or wall spaces. (Zack & Govender, 2019).

8

Conversation with Rust, 14 May 2019.
In 2018, the City advertised a call for proposals for a strategy for the cross-border shopping area, following a research
study commissioned by the Johannesburg Inner City Partnership that highlighted the importance of this area. The City’s
plans may well alter in response to that forthcoming strategy
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The locational economics of Jeppe are focused on maximising convenience and access for shoppers. The
shopping precinct is adjacent to Park Station (the city’s central railway station), which is a dense transportation
interchange. The streets surrounding the station operate in effect as an extension of the platform to various
transport modes (Zack, 2017b), including taxi ranks and formal and informal bus stations that serve local and
sub-Saharan African routes. This location is crucial to the success of Jeppe because long-distance shoppers
who operate in the high churn market of fast fashion depend on speedy access to and transport of goods. They
want to be close to the shops, their places of accommodation and their transport facilities. The precinct has
emerged through the incremental development and subdivision of shops, driven by thousands of individual
entrepreneurs, but it is by no means a haphazard location of this economic use. The shopping precinct has also
taken advantage of the availability of surplus building stock in the city. This entrepreneurial opportunistic logic
is a highly rational locational economic response, and the informal economic activity does not detract from its
spatial economic logic.
To the untrained eye, shops appear to stock the same goods. However, this dense retail offering is an exquisite
example of agglomeration economics. Traders say that they are all able “to make something” because of their
co-location with traders selling similar goods – both inside the more structured shops and stalls in the buildings,
as well as in front of the buildings on the sidewalks. This means that shoppers are attracted from far and wide
to one shopping precinct, and so the footfall is extremely high, and that resources, such as storage space and
transport services, are shared. The close proximity of traders allows for both intense competition and
collaboration on certain special deals or product lines. It is a fast, highly efficient system. The street traders and
shopkeepers are co-dependent – shopkeepers source goods from Chinese malls around the city or from other
wholesalers, and street traders buy goods from businesses inside the buildings.
This symbiosis highlights the interconnectedness of formal and informal business and the limitations of the
terms formal and informal, which separate what are actually parts of the same continuum. It also shows how
inadequate these terms are as categories of use or of activity. They are processes that are embedded within
the business environment of Johannesburg in which operators operate as complementary businesses. All are
part of the same retail offering in the inner city, servicing the same customer base, and yet economic plans and
negotiations in the city are often viewed in a dualistic way. Informal business forums are established to deal with
retail that is perceived to be separate from the formal retail operating out of shops located in buildings, while the
municipality engages with “private sector” forums, which represent formal retail investors and formal building
developers. Yet the reality on the ground is more complex and interwoven.
Jeppe is important because it is not driven by municipal planning, large-scale investments or established
retailers – it is built one shop at a time (Zack, 2017b). In the past, retail based on small shop fronts with storage
space elsewhere was not a hallmark of retail trade in Johannesburg. However, over the last two decades,
migrant entrepreneurs have introduced this retail form, which has spread beyond the boundaries of the crossborder shopping hub. In the central and west of the inner city, formalised retail spaces are being subdivided to
create small shops that mimic the spatial logic of the Ethiopian quarter. In this way, the seemingly informal has
pioneered a shopping typology that is radically changing the retail environment. There are indications that
several formal retailers are closing down or altering their shopping practice in the central city. The impact of this
“informal” economic activity on the space economy of Johannesburg's inner city is truly transformative and
generative. Shopping space in the area is sublet informally by leaseholders who have formal leases with building
owners (ibid).
As individuals, the entrepreneurs in Jeppe would probably be unable to access the formal properties that they
occupy or the formalised processes for obtaining secure tenure to these premises. The costs would be
prohibitive to contract and comply with the regulations and procedures associated with formal subdivision of the
space that shopkeepers have subdivided informally. Yet the collective energy of thousands of entrepreneurs
has generated a value in trade that rivals the value generated by formal retail in the inner city. A 2017 study
found that income from cross-border shopping alone in this area exceeded R10 billion per annum, which is twice
the turnover of the Sandton City shopping mall – the biggest mall in Africa (Zack, 2017a). Property is changing
hands for values that are unattainable in the rest of the inner city. A building was sold for R80-million, another
for R50-million. And the rental rates per square meter, which at peak times such as 2010 were as high as R2000
are currently pitched at around R400.10
Retailers are now seeking a relationship with the city because their businesses are established and they need
formal compliance in order to access finance and other resources. Shopping malls have been developed with
full architectural plans, building approval and planning approval. This indicates reinvestment in the area by
emergent entrepreneurs who have grown their businesses in Jeppe and have become wealthy merchants. They
have also diversified, moving from retail to property development. Jeppe’s economy has diversified to include
restaurants, hairdressers and internet cafes. Some buildings have achieved a mixed-use model bringing
10

Anecdotal evidence from informal discussions in Jeppe (Zack, 2019)
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together retail and residential uses. The generative and transformative value of small-scale retail activity
operated by low-income entrepreneurs who are selling low cost goods cannot be underestimated. The impact
of this emergent economy on the space economy of Johannesburg is immense. This case study is illustrative
of a booming local economy operating outside of formal plans and without the support of formal institutions.

Conclusion
The case studies demonstrate that informal economic activities can provide viable alternatives in the South
African urban space economy for achieving integrated mixed use and inclusionary economic enclaves.
The informal economy is not small, accidental nor subversive. It is deliberate, economically rational and real –
it is the widescale reality of how urban space is being shaped in South Africa. However, to operate effectively
and within a spatially just urban setting, it needs to be brought into the systems of support, protection, and health
and safety. South African city administrators and politicians have not recognised nor acknowledged the power
of the informal economy to shape space. To date, institutions have focused on conceptualising and strategising
the informal economy as a separate case. And, although policies have shifted in post-apartheid South Africa,
urban planning does not readily measure and recognise the scale of the informal economy. As a result, despite
the importance of these economic activities (as highlighted in the case studies), those operating in the informal
economy are often unable to shape the urban development agenda or even articulate their needs to city
administrators – they also struggle to access city resources.
The case studies point to the spatial and institutional obstacles and enablement that shape how many urban
dwellers conduct business. They showcase the incremental, small-scale activities, and emphasise the
considerable collective scale of these economic activities, i.e. the traders and service providers with limited
means that offer affordable goods and services to poor urban residents. They are unrecognised in municipal
development plans and are unsupported through institutional or financial tools – worse, they are often
criminalised. The roots of this criminalisation lies in the planning system and its regulations, which these informal
activities fail to comply with because of their location, use or infrastructure. From the case studies, several
conclusions can be drawn and used to begin to think about how to bring informal economies into the broader
space economy. What is required is better institutional support of informal economies, as well as new ways of
capturing and recording their spatial configuration.

Re-think terminology
Although it is inappropriate to split the analysis of the economy into various segments, such as first and second,
policy-making persists in using the terms formal and informal economy. While categorising income earners in
the informal economy is useful for Stats SA figures and the general awareness and analysis of poverty in the
country, greater nuance is needed at municipal level. Instead of lumping all unregistered small business into
one category, alternative ways are needed to talk about economic activity that is emergent, small and may be
defined as extra-legal. It may be more appropriate to look at scale, i.e. of the actual enterprise, of the number
of employees, of the capacity of enterprises to invest in legal requirements and of their size in relation to other
businesses. In this case, the term micro-enterprise might work better – and applying special policy and strategy
to support businesses recognised as micro enterprises within an overall economic sector. This allows for terms,
such as micro retailers, micro transport providers, micro service providers, micro financier, etc., to nuance the
current generalised notions of “informal activity”. These terms would mean that the smallest of operators in
urban space is incorporated into economic and spatial planning. What matters is whether or not the micro
business is recognised, supported, legalised and accommodated in the planning system – and what is needed
for it to meet health and safety regulations.

Recognise scale
Instead of focusing on the individual, it is important to acknowledge and measure the scale of the collective
informal/micro businesses in an area. Collectively the businesses – or for that matter these residential property
transactions – recorded in the case studies have a considerable impact in the space economy. They represent
opportunities for inclusive and spatially just transformation of the cityscape. The Jeppe case study stands out
for its scale of impact and demonstrates how the inner city has transformed in part through the development of
a massive emergent urban economy. It suggests that the accepted version of the space economy prevents a
real understanding of the role played by informal economies in shaping the built environment. It also
demonstrates how informal and formal economies are connected, and how the informal renews and updates its
operations in response to a transforming economy. The city cannot afford to lose this hybrid space economy,
which is at the centre of a global fast fashion trade network. It brings in considerable numbers of shoppers and
investment to the inner city and has fuelled buoyancy in the property market. The terms, such as small, micro,
survivalist and hidden, applied to “informal” economic activities are appropriate for individual micro enterprises
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but mask the collective scale and impact of such activity. The shopping centres are well known and highly
frequented, and they host over 3000 shops in 53 city blocks of Johannesburg’s inner city! Similarly, “informal”
activity in townships is often referred to as hidden spaces, and yet over 2500 such activities are found within a
settlement of Ivory Park. The scale of the “informal” is micro in its individual elements but, as a collective,
occupies significant scale and density in the urban fabric, and its impact warrants attention for economic
strategy, service delivery and spatial planning.

Adopt an enabling approach
As the case studies illustrate, the informal economy matters when seeking how to better understand cities and
their urban economies. The formal system is one system among a range of systems and other less codified,
regulated and integrated systems that have a real impact in the space economy in two ways: in the physical
space (the urban morphology of cities – the actual uses and patterning of uses) and in the process (how land
systems and property rights are negotiated and navigated in urban space). As with the formal economy, location,
agglomeration, economies of scale and access to transportation influence the success of the informal economy.
The spatial logic of the space economy that underpins these informal uses is efficiency, linkages with customers,
agglomeration and compaction. In the case studies, without any input or assistance from state institutions,
business owners have negotiated a combination of formal and informal, institutional and social processes, and
assembled their own economies. These activities within the shadow economy offer linkages to the formal
economy and create employment.
The informal economy promotes inclusionary business practices that should be encouraged in other parts of
the city. Micro-businesses operate within an agglomeration, which generates and creates a demand for
supportive infrastructure, where small-scale entrants to the market can get access to small retail or service
spaces and shared infrastructure (e.g. storage) or services (e.g. transport). These benefits are shared in urban
areas where large and micro businesses operate together. The systems in place are efficient, can manage a
high churn rate and move goods quickly without wastage. Formal planning and land management systems need
to be more responsive to the reality of the urban space economy. In particular, they need to adapt, to enable
poor people to access the means that protect the safety and health of neighbourhoods and to receive the
protective benefits of by law enforcement. This means that local authorities should engage actively with
concerns, such as improving infrastructure, making certain high streets and nodes more accessible to more
business opportunities for the poor, simplifying planning processes and supporting inclusionary business that
includes more established and less formal business opportunities in the same area.
Local government faces a conundrum in dealing with informality: keep the existing overarching frameworks
intact and somehow absorb the aberration of informality, or question the existing systems that fail to
accommodate the ways in which the majority access, navigate and create value in urban space. Under the
existing approach, operating in the informal economy is risky and excludes residents, workers and customers
from the protection of the law, which is neither effective nor responsible urban governance. Tolerating informality
is insufficient – the poor and small/micro business activity must be actively incorporated within the protection of
planning systems, which would need to be renegotiated. This requires a deep understanding of the intricacies
of the processes, logics, spatial meanings and value of informal economic activities in South Africa’s cities and
towns. The two case studies offer some ways of thinking about and examining these economies. The informal
economy may or may not align with formal coding of property value, but it is generative and productive, and
provides economic, social and cultural benefits. It is often innovative and has imagined and produced new forms
of trading space that are leading an unrecognised urban transformation in many areas. Its impact is not confined
to localised areas, but extends to neighbourhoods, areas, cities, countries and even the globe. These generative
impacts on urban space need to be examined further, so that they may be sustained and acknowledged through
governance practices and institutional support.

Page 37 of 110

References
Aceska A, Heer B and Kaiser-Grolimund A. 2019. Doing the city from the margins: Critical perspectives on
marginality. Anthropological Forum, 29:1: 1–11.
Andersen J, Jenkins P and Nielsen M. 2015. Who plans the African city? A case study of Maputo: Part 1 – the
structural context. International Developing Planning Review, 37(3): 329–350.
Angotti T. 2006. Apocalyptic anti-urbanism: Mike Davis and his planet of slums, International Journal of Urban
and Regional Research 30: 961–967.
Bénit-Gbaffou C. 2011. Housing Stories. Yeoville Studio. Johannesburg: University of the Witwatersrand.
Bhan G, Goswami A and Revi A. 2018. The intent to reside. Residence in the auto-constructed city. In Bhan G,
Srinivas S and Watson V (eds.). The Routledge Companion to Planning in the Global South: New York:
Routledge, pp. 255–263
Caldeira T. 2015. Social movements, cultural production, and protests. Current Anthropology, 56(11): 126–136.
Caldeira T. 2017. Peripheral urbanization: Autoconstruction, transversal logic, and politics in cities of the Global
South. Environment and Planning D: Society and Space, 35(1): 3–20.
Chandhoke N. 1993. On the social organization of urban space: Subversions and appropriations. Social
Scientist, 21(5/6): 63–73
Charman A, Govender T and de Villiers S. 2017. The Impact of Land Systems on Micro-economic Investments:
Ivory Park case studies. Cape Town: Sustainable Livelihoods Foundation.
Crankshaw O. 2008. Race, space and the post-Fordist spatial order of Johannesburg. Urban Studies,
45(8): 1692–1711.
de Bok M and van Oort F. 2011. Agglomeration economies, accessibility, and the spatial choice behavior of
relocating firms. Journal of Transport and Land Use, 4(1): 5–24.
DCOG (Department of Cooperative Governance). 2016. Integrated Urban Development Framework. Pretoria:
DCOG.
Fourie F. 2018. The South African Informal Sector: Creating jobs, reducing poverty. Cape Town: HSRC Press,
pp. 1–512
Gardner D and Lockwood K. 2019. Comparing Housing Economic Value Chains in Four African Countries,
March 2019. Centre for Housing Finance, pp. 1–29. Available online: www.housingfinanceafrica.org
(accessed 12 May 2019).
Gotz G and Todes A. 2014. Johannesburg’s urban space economy. In Harrison P, Gotz G, Todes A and Wray
C (eds.). Changing Space, Changing City: Johannesburg After Apartheid. Johannesburg: Wits University
Press, pp. 1117–1136
Harrison P, Todes A and Watson V. 2007. Planning and Transformation: Learning from the post-Apartheid
experience. Routledge, pp. 1–320.
Huchzermeyer M. 2013. Humanism, creativity and rights: invoking Henri Lefebvre’s right to the city in the tension
presented by informal settlements in South Africa today. Inaugural Lecture, School of Architecture and
Planning, University of the Witwatersrand, 12 November 2013, 1–20
Jenkins P. 2001. Regularising ‘informality’: turning the legitimate into legal? Land reform and emerging urban
land markets in post-Socialist Mozambique. Paper prepared for the N-AERUS Workshop, Leuven, May
2001 on ‘Coping with Informality and illegality in human settlements in developing cities’, 1–14.
Kamete A. 2013. On handling informality in Southern Africa. Geografiska Annaler. Series B, Human Geography,
95(1): 17–31.
Kinyanjui M. 2013. Women informal garment traders in Taveta Road, Nairobi: From the margins to the center.
African Studies Review, 56(3): 147–164.
Krugman P. 2011. Masahisa Fujita and the transformation of urban economics. Recherches Économiques de
Louvain / Louvain Economic Review, 77(2–3): 9–10.
Lemanski C, Landman K and Durington M. 2008. Divergent and similar experiences of ‘gating’ in South Africa:
Johannesburg, Durban and Cape Town. Urban Forum, 19(2): 133–158.
Madlingozi T. 2018. The Proposed Amendment to the South African Constitution: Finishing the unfinished
business
of
decolonisation?
Critical
legal
thinking.
Available
online:
http://criticallegalthinking.com/2018/04/06/the-proposed-amendment-to-the-south-african-constitution/
(accessed on 23 June 2019).
Madlingozi T. 2019. Decolonisation is always a disruptive phenomenon: On social movements and the
‘decolonial turn’ in constitutional theory. Presentation made at HSRC Seminar Series.
Martin R. 1999. The new ‘geographical turn’ in economics: Some critical reflections. Cambridge Journal of
Economics, 23(1): 65–91.
McDonald J and McMillen D. 2011. Urban Economies and Real Estate: Theory and policy: Wiley: New Jersey.
Myers G. 2018. The Africa problem of global urban theory: Re-conceptualising planetary urbanisation. In
Ammann C and Förster T (eds.). African Cities and the Development Conundrum, Vol. 10. Leiden,
Boston: Brill.
Neuwirth R. 2011. The shadow superpower. Foreign Policy [website] <http://foreignpolicy.com/2011/10/28/theshadow-superpower/>, accessed 3 June 2019
Page 38 of 110

OECD (Organisation for Economic Cooperation and Development). 2008. OECD Employment Outlook 2008
<www.oecd-ilibrary.org/ docserver/download/8108091e.pdf?expires=1391184776&id=id&accname=ocid
57003439&checksum=5D7DA0BBBD9D9C11DF305947162AED4D> (accessed 26 May 2019).
Parnell S and Robinson J. 2017. The global urban: Difference and complexity in urban studies and the science
of cities. In Hall S & Burdett R. The SAGE Handbook of the 21st Century City. SAGE Publications Ltd
Phelps N and Tewdwr-Jones M. 2008. If geography Is anything, maybe it’s planning's alter ego? Reflections on
policy relevance in two disciplines concerned with place and space: Transactions of the Institute of British
Geographers, New Series, 33(4): 566–584.
Phelps N. 1992. External economies, agglomeration and flexible accumulation. Transactions of the Institute of
British Geographers, 17(1): 35–46
Pieterse E. 2010. Cityness and African development. Urban Forum, 21: 205–2019.
NPC (National Planning Commission). 2012. National Development Plan 2030: Our future – make it work.
Available online at www.gov.za
Roy A. 2005. Urban informality. Towards an epistemology of planning. Journal of the American Planning
Association, 71(2): 147–158.
Simone A. 2015. The urban poor and their ambivalent exceptionalities: Some notes from Jakarta. Current
Anthropology, 56(S11): S15–S23.
Sinclair-Smith K and Turok I. 2012. The changing space economy of cities: An exploratory analysis of Cape
Town, Development Southern Africa, 29(3): 391–417.
Todes A, Weakley D and Harrison P. 2017. Densifying Johannesburg: context, policy and diversity. Journal of
Housing and Built Environment, 33: 281–299.
Turok I. 2013. Transforming South Africa’s divided cities: Can devolution help? International Planning Studies,
18: 22, 168–187.
Turok I and Borel-Saladin J. 2013. The Spatial Economy. Background Research Report for the Integrated Urban
Development Framework. Draft. Accessed online on 10 May 2019.
van Gelder L. 2013. Paradoxes of urban housing informality in the developing world. Law & Society Review,
47(3): 493–522.
Varley A. 2013. Postcolonialising informality? Environment and Planning D: Society and Space, 31: 4–22.
Venter C, Bierman S and Van Ryneveld M. 2004. Low Cost Housing Location in South Africa. Empirical Findings
on Costs and Benefits, Proceedings of the 23rd African Transport Conference (SATC 2004), 12–15 July
2004, 1–12.
Zack T. 2017a. Tanya Zack Development Planners with UrbanWorks and Progressus Research Cross border
shopping in Johannesburg’s inner city, a study commissioned by the Johannesburg Inner City
Partnership, available at https://drive.google.com/file/d/1tUa8PXswc4lkSTzA6uUAt7JH6rhb03o5/view,
accessed 29 April 2019
Zack T. 2017b. Platform to an arrival city: Johannesburg’s Park Station and surrounds. In Rubin M and
Applebaum A (eds.). Spatial Transformation through Transit Oriented Development in Johannesburg,
unpublished report of South African Chair in Spatial Analysis and City Planning (University of
Witwatersrand).
Zack T and Govender T. 2019. Architectures of visibility and invisibility: a reflection on the secret affinities of
Johannesburg’s cross-border shopping hub. Anthropology Southern Africa, 42(1): 29–45.

Page 39 of 110

Integrating the Informal Sector
into the Local Economy
Pundy Pillay and Megan Govender

Introduction
As South Africa’s unemployment rate continues to remain stubbornly high, reaching 27.6% in Q1 of 2019, which
translates into 6.2 million people without a job (Stats SA, 2019a), a significant proportion of the population work
in the informal sector. Despite (or maybe because of) government’s initiatives, millions of economically active
adults, particularly the youth, cannot gain formal employment. Although the informal sector is smaller than in
many other developing countries, including African countries, it is a significant contributor to the economy. In
South Africa, the informal economy is estimated to contribute 18% of GDP and to be growing faster than the
formal economy (Ryan, 2018). A similar picture emerges at city level – in Q4 of 2018, 20% of employment in
Johannesburg was found to be in the informal sector (Skinner, 2019).
Despite this economic contribution, some city governments view the informal sector with mistrust and informal
traders as an annoyance, particularly those that operate in public spaces. The perception is that the informal
economy is a way of evading taxes and regulations, including not paying minimum wages and employment
benefits. At the same time, cities are acutely conscious that the informal sector bring benefits: employment
creation, income generation, poverty reduction and ultimately local economic development. The informal sector
also has links with the formal sector (and the economy as a whole) and can be a significant employer of women.
Cities (along with provincial and national government) have implemented numerous strategies to mitigate the
obstacles that confront informal sector participants. Interventions include providing work-related infrastructure
and financial and technical support (Skinner, 2016), and have been covered extensively in academic discourse
and policy deliberations.
Therefore, this paper touches only briefly on these issues. Instead, it uses a “governance” lens to explore how
cities in South Africa can integrate the informal sector into the mainstream economy. In other words, how cities
can enhance cooperation between the city and all relevant stakeholders through adopting governance
principles.

Working definition of governance
Governance can be construed in different ways. It is often associated with government, and the generic
interpretation relates to the optimal functioning of government. The definition has subsequently evolved to
amalgamate the fundamental components of good government, such as accountability, transparency,
participation, openness and the rule of law. This is consistent with the World Bank’s definition of governance: 11
Good governance is epitomized by predictable, open and enlightened policy-making, a bureaucracy imbued with a
professional ethos acting in furtherance of the public good, the rule of law, transparent processes, and a strong civil society
participating in public affairs. Poor governance (on the other hand) is characterized by arbitrary policy making, unaccountable
bureaucracies, unenforced or unjust legal systems, the abuse of executive power, a civil society unengaged in public life,
and widespread corruption.

The United Nations Development Programme (UNDP) describes good governance (or democratic governance)
as meaningful and inclusive political participation where people have a say in the decisions that affect their lives.
Governments are aware of the needs of their citizens, as articulated through various institutional channels, and
subsequently respond to these needs (UNDP, 2011). They actively engage with the citizens who will be affected
by the policies. In its simplest form, governance relates to the structures, systems and processes that enable
an organisation, state or group of people to manage their affairs. It comprises three elements: openness,
transparency and integrity; performance orientation; and effective collaboration (Bruce-Lockhart, 2016).
Governance refers to the patterns that arise from the governing activities of social, political and administrative
role-players (Jordaan, 2008). It should not to be confused with government, which refers to the institutions and
actions of the state. Governance is the process by which government and relevant stakeholders collaborate to
plan, finance and manage urban areas (Avis, 2016). Such a governance paradigm is used to examine the
integration of the informal sector into the local economy.

11
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What is the Informal Sector?
There is no unambiguous and widely accepted classification of the informal sector in the development
vocabulary, which may led to incorrect policy being formulated to address the challenges of informal sector
participants.

Definitions
The broader, more encompassing, concept of the “informal economy” has multiple interpretations, including the
shadow economy, black economy and unreported economy. However, portraying the informal economy in such
terms suggests economic activities undertaken to circumvent costs, deny legislative rights and benefits, and
void administrative rules pertaining to property rights, commercial licencing, credit and contracts (Medina et al.,
2017). Compounding this misperception is the lack of differentiation between informal employment and the
informal-sector employment – there can be formal employment within the informal sector, as well as informal
employment in the formal sector. Informal employees, which are found both in the formal and informal sector,
describe employees who do not have a formal employment contract and are not entitled to legislative
employment benefits, such as leave and overtime (Fourie, 2018a).
Three primary concepts characterise economic informality (Meagher, 2013: 2):
•

the informal sector, which refers to production and employment in unregistered enterprises

•

informal employment, which focuses on employment outside of the labour protection regulations
of a given society, whether in formal or informal firms

•

the informal economy, which covers all firms, workers, and activities that operate outside the
legal regulatory framework of society, and the output that they generate

The informal sector is largely defined by country circumstances – businesses may have “less than a specified
number of employees and/or are not registered under national legislation referring, for example, to tax or social
security obligations”.12 To qualify as an informal sector enterprise, the International Labour Organisation (ILO,
2019) suggests the following broad criteria: 13
• It is an unincorporated enterprise, i.e. it is not a legal entity separate from its owners and does not have
a complete set of accounts.
• It is a market enterprise, and so excludes households that employ paid domestic workers.
• It meets one or more of the following criteria: It employs on a continuous basis fewer than a certain
number of employees (as determined by the country), it and/or its employees are not registered.
In line with the ILO standards, Statistics South Africa (Stats SA) defines the informal sector based on registration
and size of the business (number of employees). As Figure 1 illustrates, agriculture and private households are
not part of the informal sector. The informal sector includes employers, own-account workers and persons
working unpaid in their household businesses, whose businesses are not registered for VAT or income tax. The
other constituent are employees whose income tax is not deducted by their employer and work in businesses
with fewer than five employees (Stats SA, 2019b).

12

https://stats.oecd.org/glossary/detail.asp?ID=1349
https://www.ilo.org/ilostat-files/Documents/description_IFL_EN.pdf
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Figure 1: Constituents of the informal sector

Source: Stats SA (2018)

Although the informal sector, informal economy and even informal employment are recognised, engagement is
limited to certain industries, in particular the usual suspects of informal street traders, whereas the sector
comprises a continuum of activities. These activities include street trading and hawking; street services such as
hairdressing, car guards, waste collectors and home-based workers; and the services sector such as ICT
(mobile apps) and (often unregulated) finance (EDGE, 2016).

Rationale for operating in the informal sector
There are several schools of thought about the genesis of the informal sector, some of which are described
below with the potential policy responses.14

Dualistic
In this approach, the formal sector is independent and develops separately from the informal sector. The
informal sector is perceived as consisting of marginal activities that provide income and a safety net in periods
of financial hardships. Adherents of the dualistic approach assert that informal traders are excluded from formal
economic activities due to industrial development, which creates a mismatch between people’s skills and
structure of the modern economy (WIEGO, 2019). This school of thought recognises the minimal linkages
between informal businesses and government regulations, but supports government assistance, such as credit,
development support and infrastructure (Chen, 2012).

Structuralist
For the structuralist school of thought, the informal sector is a result of the nature of economic growth in a
capitalist economic system, where formal enterprises reduce input and labour costs to remain competitive. The
containment of costs emanates from regulations (e.g. compulsory social legislation), organised labour and
global competition and industrialisation (notably offshore industries, subcontracting chains and flexible
specialisation). Advocates of the structuralist paradigm believe both sectors are intrinsically intertwined, with
informal workers being subjugated to large firms. Therefore, they support active government intervention to
rectify the exploitative relationship through regulating commercial and labour relations (Chen, 2012).

14

For a more extensive discussion on the schools of thought (and several others), see Blaauw (2011), Chen
(2012) and WIEGO (2019b).
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Legalist
The legalist approach contends that the costs of becoming formal (registration and licencing) and remaining
formal (taxes and compliance with regulations/laws) are prohibitive. The hostile environment, particularly the
legal system, encourages informal activities (WIEGO, 2019), and the establishment of the informal sector is a
rational reaction to mitigate government regulation and bureaucracy (Blaauw, 2011). Proponents assert that
formal firms collude with the government to set the bureaucratic “rules of the game” (Chen, 2012). Therefore,
government should introduce simpler bureaucratic regimes that will encourage informal businesses to migrate
to the formal sector and adopt legal property rights for their assets. (ibid).

Voluntarist
Supporters of the voluntarist school of thought believe that informal entrepreneurs voluntarily choose to operate
in the informal sector after weighing the costs of formality (payroll taxes and social protection contributions)
against the benefits of informality (avoidance of such costs) (WIEGO, 2019). Like the legalists, they believe that
informal businesses deliberately seek to avoid regulations and taxation but, unlike the legalist school, do not
blame the cumbersome registration procedures (Chen, 2012). Proponents of this approach are ambivalent
about the linkages between informal and formal enterprises, but assert that the informal sector enjoys an unfair
advantage, as they avoid costs arising from regulation, taxes and social protection. Consequently, they argue
for informal enterprises to be brought within the domain of formal regulatory ordinances to mitigate the unfair
competition and increase the tax revenue for the fiscus (ibid).
The structure and growth of the informal sector within South Africa can be characterised by any of the above
schools of thought. Most countries or regions will have elements from these schools of thought and display the
various ideologies within their particular social and economic settings (Fourie, 2018a). This paper does not
interrogate which school best describes the South African situation, but rather investigates the way in which
cities can incorporate the informal sector into their respective economies.

Employment in the informal sector
In South Africa, the informal sector employs 2.93 million workers, or 18% of those employed in non-agricultural
sectors (Stats SA, 2019a). In contrast, the informal sector in Southern Asia, East and Southeast Asia, and Latin
America and the Caribbean represents 69%, 57% and 34% respectively of non-agricultural employment (Rogan
& Skinner, 2018). In sub-Saharan Africa, the informal sector is estimated to comprise as much as 53% of nonagricultural employment (ibid).
Employment in the informal sector varies vastly between the respective metros or municipalities. As Figure 2
shows, unsurprisingly Johannesburg has the largest share of the informal sector employment given that it has
the largest share of the working-age population (15–64 years).
Figure 2: Share of informal sector employment in nine cities
16%

4 500

14%

4 000

Percentage

14%

3 000

10%

2 500

8%

2 000

6%
6%

6%

4%

1 500

6%
5%

5%

2%
CPT

1 000
500

2%

2%

2%

BCM

NMB

MAN

0%

Thousand

3 500

12%

0
ETH

EKU

JHB

TSH

AVG

City
Cities share of informal sector employment

Population

Source: Stats SA (2019a); Author’s calculation
The largest cities have a greater share of the informal sector employment – a positive correlation exists between
the size of the population and informal sector employment. However, a more nuanced picture emerges when
looking at the informal sector employment as a percentage of total employment per city.
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Figure 3: Informal sector employment as a percentage of total employment
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As Figure 3 highlights, informal sector employment as a percentage of total employment is highest in Buffalo
City and Johannesburg, and lowest in Tshwane, Cape Town, eThekwini and Ekurhuleni. There is no direct
correlation between the share of informal sector employment and informal sector employment as a percentage
of total employment. As mentioned, Johannesburg has the largest share of informal sector employment (Figure
2), and its informal sector accounts for 21% of all people employed in non-agricultural sectors. However, Buffalo
City, Nelson Mandela Bay and Mangaung have just 2% share of the informal sector employment, but their
informal sector employs 22%, 18% and 18% respectively of all workers in non-agricultural sectors.
Furthermore, there is no corresponding relationship between informal sector employment and agricultural
employment. Some cities (e.g. Buffalo City) have high informal employment and a relatively high agricultural
employment, while others (e.g. Johannesburg) have high informal employment and low agricultural
employment.
Figure 4 shows that the trade industry dominates the informal sector – the formal economy is oriented primarily
to services.
Figure 4: Informal sector employment by industry
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Community and social services

The informal sector is an integral component of the South African economy and a potential solution to South
Africa’s unemployment rate,15 which expanded from 21.5% in Q4 2008 to 27.6% in Q1 2019 (Stats SA, 2019a)
– see Figure 5 for the unemployment rate in the main cities. The informal sector employs more black people
and relatively few women. Despite government interventions (BBEEE) aimed at integrating black people into
the formal economy, the unemployment rate continues to be highest among the black population at 31.1% (Stats
SA, 2019a). In the first quarter of 2019, women accounted for just 1 147 000 (39%) of the 2.93 million workers
in the informal sector (ibid) and earned 25% less than men (Skinner, 2019). Informal workers are more likely to
live in larger households with children, especially those under the age of seven, have lower educational
attainment compared to formal employees, and are unlikely to graduate into the formal sector (Wills, 2009).
Figure 5: Unemployment rate
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Most major cities have employment rates that are higher than the country’s average unemployment rate of
27.6%. Only Cape Town (21.2%), Buffalo City (26%) and eThekwini (23%) have lower unemployment rates.
People enter the informal economy not out of choice but out of circumstances, especially due to unemployment,
underemployment and poverty. In 2013, the Survey of Employers and the Self-employed found that 63.5% of
respondents indicated that unemployment was the primary motive for starting an informal business – this was
up from 60.3% in 2001 (Stats SA, 2019b). Only a minority of individuals voluntarily chose to migrate to the
informal sector in order to earn a higher income than in the formal sector. Therefore, the informal sector
comprises mostly survivalist firms that were the second-best alternative or the employment of last resort (ILO,
2002).
Nevertheless, the informal sector is a major contributor to food security and poverty alleviation. It provides a
means of income and a mode of survival for people who cannot access formal employment. The relative
contribution of informal wages towards poverty reduction was between 1.5 and 1.9 times greater than to overall
income in 2008 and 2012 (Cichello & Rogan, 2018). Sometimes the informal sector serves as a temporary
transition arrangement until unemployed people find employment in the formal sector (Makaluza & Burger,
2018). The informal sector also provides poorer consumers with convenient access to fresher goods at lower
prices than formal enterprises, as enterprises are often situated along commuter and transport routes (ILO,
2002).

Impediments confronting informal sector participants
The constraints and challenges confronting informal enterprises have been documented in numerous studies
and often pertain to inadequate infrastructure, crime, limited management skills, lack of financial resources and
access to credit, lack of access to markets and consumers, limited support from formal organisations, and
regulation and red-tape.
A 2014 study of South African townships found that the impediments to businesses operating in the informal
sector were lack of finance, skills shortages, poor infrastructure and crime (World Bank 2014). The obstacles
also extend to socio-cultural and behavioural barriers, which do not receive much academic and policy attention.
The prospect of success in the informal sector is influenced by the absence of social capital, a low threshold for
15

Unemployment rate: The percentage of the workforce that is willing to work and actively seeking work, but are
unemployed.
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risk and the stigma of failure. Many of the causes are deemed to be internal to the enterprises and the quality
of the entrepreneurs themselves. However, owners of township enterprises cite external barriers (lack of
government support, lack of infrastructure, space and access to credit) and barriers beyond their control (Philip
2018).
Working and operating a business in the informal sector can be an arduous endeavour with lower returns than
in the formal sector. The mean and median incomes of the informal sector are less than half those of the formal
sector (Rogan & Skinner, 2018). Workers have very limited protection and are often exploited – as they are
often not registered, they are not protected by labour laws and do not qualify for social benefits, and are often
vulnerable to exploitation. Women, migrants and older workers are particularly at risk in the informal sector (ILO,
2002).
In South Africa, although most people enter the informal sector for survival reasons, it would be a mistake to
assume that the participants lack ambition and cannot contribute to job creation and poverty alleviation (Fourie,
2018a). Despite the obstacles encountered, many informal sector participants thrive and remain in the sector,
and voluntarily elect not to migrate to the formal sector. These people are often innovative, creative, dynamic
and have the business acumen to survive and succeed, even if impediments are not eradicated (ILO, 2002).

Linkages between the informal and formal sector
The informal sector does not exist in isolation, as complex arrangements and linkages exist between the informal
and formal sectors. The informal sector purchases equipment supplies and materials from the formal sector –
in South Africa, the largely unregulated minibus taxi industry has linkages with formal vehicle companies, petrol
suppliers and insurance companies. A study of street traders in five cities found that over 51% of their goods
sold were primarily sourced from formal firms (Grabrucker et al., 2018). The formal sector also relies on the
informal sector, which produces goods for formal enterprises via domestic and global value chains. In Bangkok,
formal workers purchase food from street vendors on their way to work, use the motorcycle taxis to and from
work, and rely on domestic workers to look after their children during the day.
Formal businesses also contract out production to home-based workers in order to reduce their overhead costs.
Hence, the informal worker plays a vital and structural role to the Bangkok economy and their exclusion would
be an economic calamity (Reed et al., 2017). In South Africa, an analysis of immigrant SMMEs found that
interactions between the formal wholesale and retail sector and informal enterprises were reciprocal and
complementary rather than competitive (Mosiane, 2011).

Cities and the Informal Sector
Critics view the informal sector as incongruent and inconsistent within a modern economy, believing that the
informal sector is concealing structural unemployment, which the government should be addressing. It exploits
workers, does not adhere to health and safety standards, does not pay a fair share of taxes and undermines
fair competition in the market place (Chen et al., 2018; Nwaka, 2005). Therefore, local authorities should be
clamping down on the informal operators that encroach on public spaces, whose management is already fraught
with challenges given the many users of such spaces. Furthermore, during periods of constrained fiscal
resources, local authorities are coming under extreme pressure to privatise and commercialise public space as
a source of revenue, which decreases the public space available for citizens and informal trade (Chen et al.,
2018).
Even when local authorities recognise the relevance and importance of the informal sector, they cannot ignore
the objections from formal businesses and residents vehemently opposed to the informal sector. Nor can they
ignore the transgressions of health and safety norms that can negatively affect citizens and workers within the
sector (Nwaka, 2005). However, local authorities have to balance the interests of pedestrians, cyclists, formal
businesses and informal traders. Informal workers may face challenges but they also contribute to municipal
gross value added.
For proponents, the informal sector represents entrepreneurship, dynamism and determinism. It is a source of
employment, an instrument to mitigate poverty and social exclusion, and a stimulus for entrepreneurship. There
is increasing acknowledgement that the sector can be more efficient than the formal sector (IIED, 2015). Some
argue that government regulation suppresses entrepreneurship and impedes the realisation of the sector’s
potential. Discouraging informal trading will only swell the ranks of the unemployed, as the informal workers
cannot find work and/or do not have the skills to participate in the formal sector. Relocating traders will not move
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the market, as they are at the specific location because that is where the market exists. 16 In brief, informal
traders are not going to go away. The informal sector is a prominent feature of the economic landscape in
numerous developing countries, particularly in Africa. Cities cannot wish it away. Instead they need to recognise
and include it in their planning and development strategies. Municipalities and civil society must realise that any
development programme that does not incorporate the informal sector is unlikely to yield economic
advancement (Ouédraogo, 2017).

Cities’ interactions with the informal sector
The informal sector makes a positive contribution to cities’ economies, which municipalities have recognised by
putting in place policies that advance the interests of the informal. sector. For example, the eThekwini
municipality’s Economic Development and Investment Promotions Unit has launched the Informal Economy
Support Programme (IESP) to support micro and informal enterprises (EDGE, 2016). The assistance to
enterprises include skills training (basic and advanced business skills, workplace-based sector skills training
and planning), specialised business support (manufacturing space layout) and mentorship (PPT, 2016).
In addition, the concerns of the informal sector are often solicited and included in a city’s integrated development
plan (IDP). A key objective of the City of Tshwane’s 2018/19 IDP is to “Enable the informal trader” through
several initiatives. These include reviewing the city’s informal trading by-laws, providing support and capacity
development for informal traders, and reviewing the informal trader’s governance model that will create one
structure to represent all the regions (COT, 2019). Similarly, the Nelson Mandela Bay Municipality’s IDP
expresses support for the sector through reviewing by-laws that are restrictive to the development of the informal
economy, increasing the provision of official trading permits, and increasing the number of informal trading
facilities for informal traders (NMBM, 2018).
Many examples exist of municipalities having constructive engagements to resolve tensions with informal
traders and the formal business sector. These are highlighted in Annexure 1, which is a synopsis of the Mitchells
Plain Town Centre Urban Renewal Project, and Annexure 2, which is a brief summary of the Warwick Junction
urban renewal pilot project. However, as these two projects show, such initiatives do not always translate into
the advancement of the informal sector’s interests. The rhetoric is sometimes in contrast with the reality on the
ground, and municipalities are often hostile to informal traders, even when support is granted for a project.
• In Durban, the city reneged on its assurances to the informal sector regarding Warwick Junction in order
to bolster its image as a modern clean city.
• In Cape Town, the informal sector is increasingly being marginalised, with only 410 trading sites being
allocated for the entire inner city (Bukasa, 2014). The city’s modernist vision of a “world class city”
contradicts the informal economy that dominates large segments of the city (Crush et al., 2015).
• In 2013, the City of Johannesburg sanctioned the removal of more than 6000 inner city traders by the
metro police, as part of “Operation Clean Up’’.
The judiciary has reprimanded several cities for the wanton treatment of informal participants.
• In Johannesburg, the Constitutional Court declared the removal of inner city traders to be
unconstitutional.
• In Tshwane, the city authorities wanted to evict traders who had been trading at the Denneboom train
station for over 60 years, to allow for the construction of a mall development. In preparation of the
development, the developer started demolishing stalls and removing the traders. However, the High
Court granted an interim order halting the destruction of stalls and instructed the city, the traders and
the developer to “meaningfully engage”.
• The Limpopo Department of Economic Development launched a campaign (“Operation Hardstick”)
against foreign nationals who were legally trading in the province. The metro police closed over 600
businesses and confiscated traders’ goods and equipment. However, the Supreme Court of Appeal
declared the cessation of foreign businesses under “Operation Hardstick” unlawful (Potter, 2017).
Local government regulates the space in which the informal sector operates, but also needs to engage,
collaborate and bargain with various vested interests. Cities play a critical role in creating an enabling
environment for the informal sector to grow and develop, but they are often ambivalent on how to respond to
the informal sector. Some see it as a problem and having a negative impact due to “perceived” illegal stance,
and subject it to hostile and punitive sanction. Others turn a blind eye most of the time, rebuke at certain times
(e.g. during the FIFA World Cup) or harass continually the informal sector (Grabrucker et al., 2018). The policy
stance has regularly been exclusionary, encapsulating a combination of regulation, repression and relocation.

Charman A ‘Is informality being disallowed by government? 15 December 2012,
https://www.urbanafrica.net/news/informality-being-disallowed-government/.
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Various reasons explain this indecisive attitude towards the informal sector. The informal sector does not have
a “voice”, and labour unions, formal business and government do not see the necessity of engaging with the
sector (Fourie, 2018b). Labour unions are mandated to protect and promote the agenda of their members who
are formally employed and so are more inclined towards formality, although some unions (South African
Federation of Trade Unions) have recognised the plight of informal employment (ibid). In addition, the formal
business sector is well organised and has the financial resources to negotiate and lobby with local authorities,
whereas the informal sector has minimal financial clout and does not have the collective organised strength
(ibid). Municipal officials are willing to assist the informal workers but are hindered by the low literacy levels that
result in informal workers being unable to exercise their constitutional rights (David et al., 2017).
Within municipalities, several units are mandated to oversee and manage the informal sector, but there is a lack
of coordination and strategic planning. This results in policy incoherence, duplication and conflicting strategies
to engage and assist the informal sector (ibid). In the Western Cape, small businesses encounter many
challenges with all tiers of government:17
• Lack of coordination among agencies and departments
• Lack of clarity about the government’s objectives, processes and timeframes
• Lack of transparency in decision-making
• Inconsistency in the interpretation of rules
• An attitude of strict compliance rather than assistance by officials
• Lack of accountability and ownership of decision-making.
The assistance that government (not only local government) can provide to assist informal sector entities has
been well documented. It includes rationalising registration and formal establishment; facilitating access to
financial services, training and skill development; and reducing compliance costs in terms of formalisation
(Fourie, 2018c). In 2011, the Western Cape Government established a Red Tape Reduction unit to support
business alleviate the regulatory burden. 18
South African cities can learn from Bangkok, where the local government is mandated to assist informal workers
to ensure that they understand their rights, improve their livelihoods and access to services. District officers
work in collaboration with representative membership-based organisations (MBOs), which are part of the
Federation of Informal Workers, on a variety of interventions. These include formulating inclusion strategies for
informal workers in their respective districts, assisting with access to the universal health care and housing
programmes, and implementing labour protection laws at the district level. This also has the consequence of
increasing awareness among informal workers, which assists in expanding the MBOs membership and
influence (Reed et al., 2017).

Dialogue and negotiations with informal sector participants
Being informal often hinders participants in the sector from establishing themselves as bargaining agents to
benefit from negotiations on issues that affect them (Carré et al., 2018). Such challenges are amplified when
the informal sector workers are women. At a waste-picker workshop in Cape Town, a female participant
lamented that “when we engage with municipalities or local government officials, they often prefer to speak to
the men only and not to us as women waste-pickers” (WIEGO, 2015).
The informal sector’s bargaining and negotiating stance is strengthened when it is appropriately organised,
which is not always feasible. The informal sector organises out of necessity in order to have continual access
to markets and public resources, to rationalise fees and taxes, obtain larger discounts and better prices from
suppliers, and attain improvements in infrastructure (Chen et al., 2015). In addition, some informal sector
participants engage in various informal activities in different geographic areas, which makes collective
organisation more difficult. Accordingly, informal sector participants may be affiliated to various organisations
that advocate on their behalf. These include trade unions, industry, social movements and cooperatives.
However, the municipalities also do not necessarily provide a platform for the informal sector to articulate their
grievances and concerns. The resolution of disagreements is not encouraged through participatory dialogues,
and little emphasis is placed on public space being an important source of livelihood for informal workers (Brown,
2019). Moreover, the informal sector is not considered or represented in urban planning and development
processes, despite the impact on the ability to access and trade in the public domain (Carré et al., 2018). In
addition, those who participate in the negotiations are not all the relevant role-players and there could be biases
that favour the elites.
17

Speech by MEC Alan Winde, 7 May 2015. https://www.gov.za/speeches/mec-alan-winde-provides-status-report-redtape-reduction-unit-7-may-2015-0000 [Accessed 22 May 2019]
18 Speech by MEC Alan Winde, 7 May 2015. https://www.gov.za/speeches/mec-alan-winde-provides-status-report-redtape-reduction-unit-7-may-2015-0000
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When engaging with all participants, local authorities are cognisant of the power dynamics and may be
predisposed to the private and political influences. Participants may be unaware that the levers of local
governance can be captured by a narrow elite (Neves et al., 2011). The prejudiced involvement of local
authorities will magnify the disproportionate power balances and aggravate the potential “spatial injustice” –
through both the unfair appropriation of public space in favour of interest groups and the permanent privatisation
of public spaces, as the elites are more prone to permanent entitlements on public space. Occasionally, the
local authorities conspire with the elites to establish gated communities, commercial parks, and malls on public
land from which ordinary people are excluded. This is often in collusion with estate developers, big business
and wealthy interest groups (Chen et al., 2018). Consequently, the informal sector may seek alliances to
strengthen their bargaining power and positions, such as alliances with trade unions, local government, as well
as local and global non-governmental organisations (NGOs) (Meagher, 2013).
The common assumption is that NGOs are there to advance the interest and cause of the informal sector.
However, they can be representatives of the state, multi-national corporations and private sector with an agenda
that is contradictory to the interests of the informal sector (ibid). The NGOs that represent the informal sector
may not (willingly and unintentionally) serve the best interests of the sector. Annexure 3 provides an example
of where the NGO acted against the interests of local informal sector workers in Baguio in Philippines.
Similarly, even when vendors cooperate, private interests can take over the management of markets, leading
to the displacement or even repression of vendors’ associations. This happened in Kampala where private
interests external to the market took over the management of the markets. Overall, the associations were
weakened, which compromised broad-based organising and representation (Lindell & Appelblad, 2009).
Annexure 4 describes how the management of markets in Kampala was privatised.
In Rustenburg, South Africa, local firms and the political lobby groups usurped inclusive policies for their own
gains, marginalising the informal sector (see Annexure 5). Instead of strengthening collaborative partnerships,
formal businesses, local authorities and informal actors have fought about access to markets and ownership of
trading sites (Mosiane, 2011).
These studies emphasise the futility of the informal sector participating, as the asymmetrical distribution in
social, political and economic resources prevents meaningful and equitable engagement with the authorities
(Meagher, 2013).
Box 1 describe various modalities that exist for negotiating with the informal sector. The process can be triggered
through a variety of activities in the public domain, as such conferences, public rallies, demonstrations,
petitioning of local authorities as well as court cases (Chun, 2013). City authorities may initiate exploratory
discussions (e.g. a roundtable) and collaboration on the least contentious issues, which can lay the foundation
for engaging in more pertinent issues (Carré et al., 2018).
Whatever the platform adopted, municipal officials need to be conciliatory and treat the informal negotiating
partners as equals, not as opponents – Annexure 6 describes the adversarial confrontation between the waste
pickers and the Bogotá municipality. In contrast, a conscientious consultative approach with a sincere principal
can often yield fair outcomes, as shown in Annexure 7 where an amicable solution resulted from a dialogue with
the Surakarta informal street traders.
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Box 1: Negotiating platform that are employed to engage with the informal sector
Day-to-day negotiations. These are collective negotiations by a represented body (e.g. a
market association) on behalf of the informal sector with local authorities. The elected
representatives can deliberate with local municipalities around the usage of public space and
licence fees. For instance, waste pickers can negotiate access to storage space.
Ad-hoc negotiations. These are official engagements that often arise from the hosting of
public events or may be initiated by the local municipality to mitigate confrontation between
formal enterprises and informal participants. Informal participants may also initiate negotiations
in response to a challenge (e.g. infrastructure problem in a market). These engagements are
often bilateral and temporary, with no assurance to engage further on other issues beside the
immediate one that has been raised.
Consultations. These happen when the local authority invites the informal sector to hear their
views without a commitment to reaching an agreement. The municipality usually initiates
consultations when regulations may change, and so information and opinions need to be
solicited. The consultations may be once-off, ad-hoc or ongoing.
Dialogues or roundtables. These are usually instigated by the informal sector representative
organisations or NGOs that work with informal workers to influence policy that affects their
members (e.g. waste pickers and street vendors). These engagements are with local
government and can include other spheres of governments, other stakeholders (private sector)
and rival organisations. Such dialogues and roundtables are useful for building trust around
contentious issues and establishing long-term relationships.
Regular negotiations. These are similar to the ad-hoc negotiations except participants have
an expectation from the start that the negotiations will be ongoing. The interactions could be
monthly or quarterly, but with some formal agreement from the start of the process.
Statutory negotiations. These are legislated into law, and so adherence is compulsory and
does not depend on the political party that is in power or the head of the specific department.
However, to participate in such deliberations, the representative organisations may be required
to be statutorily registered as a legal entity. These negotiations are often multilateral and carry
the risk that the municipality and/or private sector may exploit any division among the groups
(Carré et al., 2018)

Formalisation of the informal sector
The formalisation of the informal sector gives impetus to the notion of decent work and human rights that
underpins Recommendation 204 of the ILO. Formalisation can be interpreted from two perspectives:
1. To get informal institutions to register for tax and other regulatory prescripts.
2. To move people out of informal employment into formal wage jobs (Fourie, 2018c).
The OECD advocates polices that reduce informal employment and encourage the migration to the formal
sector. These include active labour market policies, such as skill training and development programmes, that
would provide easier access to the formal economy (OECD, 2009). It is claimed that the informal sector is a
consequence of a lack of faith in formal public institutions, an absence of trust in state organisations, and the
limited awareness of social security entitlements. The informal sector is a symptom of a shattered social contract
(ibid). A study in Brazil found that politicians and the informal sector came to a tacit agreement, whereby the
politicians would receive electoral support from the informal sector, which in return would not be subject to tax,
labour and environmental regulations. This meant that formalisation became a less attractive alternative and
migrating into the form sector was much more difficult once such an arrangement was entrenched (Tendler,
2002).
For a developing country with high unemployment, such as South Africa, the formalisation of the informal sector
is not feasible. To say that the informal sector is a rational response to the lack of formal economic opportunities
and to advocate formal sector employment amid a lack of the formal employment opportunities rings hollow.
There is a scarcity of skilled workers required for the formal economy, and the transition to formality could
weaken, rather than strengthen, the opportunities of informal workers (Avis, 2016). The informal economy is
more dynamic and plays a vital role in sustaining a country’s population in times of economic decline and low
employment (EDGE, 2016).
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The regulatory burden of formalisation prevents informal businesses from entering the formal arena, while the
view of formalisation, as a way to regulate and tax, results in hostile resistance from informal entities (Fourie,
2018c). Furthermore, formalisation diminishes social networks and undermines social capital, which is a key
component of the informal sector (Lince, 2011). It can also amplify the potential for exploitation, given the
vagaries of uncertain political and economic forces (ibid). For the sector to even consider being formalised, the
informal sector needs to be recognised as an integral part of the economy and provided with a platform to
engage in due processes.19
A distinction must be drawn between formalisation and engagement with the informal sector. Cities often engage
with the informal sector with the aim of formalisation. While the impetus to formalisation is to ensure that local
participants are involved in governance and decision-making on issues that affect their lives, the result may be
the opposite: individuals will have less control of their lives, and confrontations between the informal sector and
the local authorities over jurisdiction and resources increase (see Annexure 4 on appraisal of the formalisation
of management of markets in Kampala).

Conclusion
The informal sector in South Africa is a survivalist, entrepreneurial response to the prospect of unemployment.
It is not an intended goal of government planning but rather an unintended outcome of government inaction.
This compels the informal sector to operate outside the legal parameters and regulatory institutional
frameworks. Informal enterprises are seen as an economic “problem”, not a “solution”, by “many of our policy
gurus, as well as the politically naïve”.20 The informal sector cannot be wished away, and cities need to
recognise that it is an essential part of the economy. The barriers that the informal sector encounters are often
due to authority’s policies and actions, which need to be reviewed. Five areas of policies need to be reviewed.
1. The city’s spatial development framework or zoning policy designates or restricts specific areas for informal
activities. The main aim of such policies is to control and ensure that the informal traders are confined to an
area, as per the city’s land use strategy (FFC, 2017). This creates conflict with the informal sector when
such areas are not conducive for trading e.g. vendors are not near the commuter transport and nodes.
There is often enough space, but not where the informal businesses want to be located (Chen et al., 2001).
Other informal workers (waste pickers) who are not permanently located in one area and are working from
home also fall under urban regulations.
2. The municipal environmental/health department of a municipality is incapable of handling the evolving
patterns of land use for work. Businesses operating from homes may create noise (mechanics) and odours
which may be a nuisance for neighbours. Similarly, uncooked meat sold by vendors could attract flies and
vermin, posing a health risk for citizens. Waste pickers are subject to local authority ordinances pertaining
to recycling, sanitation and environmental health. (Chen et al., 2001). The rights of citizens to suitable
environmental health needs to be weighed against the right of a person to earn a living. The regulatory
conventions are often a pretext to prevent the informal sector into entering certain markets and serve as a
barrier to entry (Chen et al., 2015).
3. Regulations that relate to registration and regulation through fees and licences. Contrary to popular
perceptions, some informal participants want to register, as it guarantees them a right to trade and prevents
harassment. However, they do not want the fees to be prohibitively expensive. International experience has
shown that informal traders already pay tax (VAT) as well as licence fees. They are willing to pay taxes so
long as they receive the concomitant benefits, such as gaining access to support services, and being able
to organise and be represented in policy-making and bargaining processes that affect their lives (Skinner,
2016). The high costs, time and effort (queuing for long periods at various government entities) and
bureaucratic red tape discourage formal registration and the payment of licence fees. (Chen et al., 2001).
4. The provision of basic infrastructure facilities, such as water and sanitation, and waste removal, which affect
the lives of the workers, citizens, customers and the image of the city itself. (Chen et al., 2001). The provision
of services (e.g. electricity) may be outsourced, but a municipality remains responsible (Potter, 2017). The
municipality can access the Shared Economic Infrastructure Facility (SEIF) which is a co-sharing (50:50)
grant between the municipality and the Department of Trade and Industry. It can be used for shared
infrastructure costs for the design, installation, construction and erection of the infrastructure, such as
shelter/stalls for trading area of vendors (DSBD, 2019).
19

https://www.wiego.org/our-work-impact/core-programmes/law-programme
Charman A ‘Is informality being disallowed by government? 15 December 2012,
https://www.urbanafrica.net/news/informality-being-disallowed-government/.
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5. The development and management of municipal markets. The municipalities are responsible for formulating
policies that can be crafted to favour designated groups (women, youth, previously disadvantaged etc.).
The location of such markets closer to where poorer segments of the population reside raises the prospect
of supporting access to street trader and home-based shops (Chen et al., 2001).
The rhetoric of local government to support the informal sector is often not backed up by action. Workers in the
informal sector are constantly being harassed by local law enforcement (Carr, 2019), and local government is
often not supportive of the plight of informal workers who are subjected to criminal instead of administrative
sanction (Skinner, 2018). Police intimidation of informal traders is ubiquitous, non-compliance with legislation is
often criminalised, and informal workers are deprived of basic due process under rule of law. (WIEGO, 2019).
Yet the resolution of conflicts and disagreement can be achieved through equitable dialogues. Therefore, the
municipality should look at implementing the following recommendations.

Provide participatory platforms
These could be round-table discussions, workshops or formal meetings, but are all spaces for different and
underrepresented segments of the informal sector to engage with the authorities (Carr, 2019). People who are
entrusted to negotiate on behalf of the informal sector (and the municipality) should have the necessary skills,
experience, mandate and support to do so. There must be a “level playing field”.

Strengthen management and restructure functional departments
This can be achieved by linking departments with service delivery targets and standards (Chowdhury, 2005).
All departments and entities within a municipality that govern the informal sector need to coordinate and
collaborate in planning, developing and implementing interventions that affect on the sector.

Ensure policies are cognisant of the diversity in the informal sector
Each segment needs to be treated accordingly. Those operating in the informal space include both street
vendors and waste pickers, both men and women, and both South Africans and foreigners (ibid). Municipal laws
should provide clear guidelines on the roles and responsibilities of officials and the way they can exercise their
power and discretion. Their actions need to be lawful, reasonable and procedurally fair (Potter, 2017). All policy
formulation and execution of laws must be consistent with legal and constitutional imperatives. These include,
among others:
• Right to dignity (Section 10)
• Right to be treated equally and not to be unfairly discriminated against (Section 9)
• Right to freely choose a trade, occupation or profession (Section 22)
• Right to property (Section 25)
• Right to just administrative action (Section 33)
Any regulation and/or law should always serve a legitimate purpose and not infringe on rights of workers in the
informal sector (Potter, 2017). The courts are increasingly recognising and defending the rights of workers and
owners of businesses in the informal sector.
Their survival elucidates the practical outcomes of the sharp end of economic development policies as opposed
to theoretical policy imperatives which were designed to bolster local economic development. 21 Municipalities
need to acknowledge and protect these “natural markets”, where informal workers have always had work and
an assured stream of customers (Chen et al., 2018).

Charman A ‘Is informality being disallowed by government? 15 December 2012,
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Annexures
Annexure 1 Mitchells Plain Town Centre urban renewal project
The Mitchells Plain Town Centre (MPTC) illustrates that, although consultative planning may be difficult,
suitable, inclusionary solutions can be found through open and frank consultation and communication (EDGE,
2016; Urban LandMark, 2019).
The MPTC is the central location for business activity for both formal and informal traders. It was the centre of
a nodal public transport interchange for rail, bus and taxi transport. The bus terminus has approximately 75 000
people moving through peak during morning and afternoon. The MPTC project was initially conceived as a
public transport interchange project in 2003, before the city contemplated the urban renewal project (URP). The
upgrading of the public transport interchange was the anchor project that the URP could leverage, but city
officials encountered problems in relocating members of the informal sector.
Engagements with the informal traders was an arduous endeavour, as there were six trade associations
representing more than 1000 informal traders in the MPTC, and continuous conflict among the associations.
There was also conflict between the formal traders and informal traders, with the formal traders complaining
that the informal traders inhibited pedestrian movement and resulted in a decline in business activity. The formal
businesses and their affiliated associations threatened a rates boycott. The city was in a bind, as laws were
being broken, but the informal traders could not be removed or relocated. Although the city had set aside a
vacant piece of land for informal trading, the informal traders continued to trade “illegally”, heightening tensions
between formal businesses and the informal traders. The informal traders felt the proposed vacant land was
unsafe and had significantly less exposure to customer traffic.
City officials then negotiated with the 1000 traders about where informal trading could take place and the
allocation of trading sites. Following extensive deliberations, all the relevant role-players come to an agreement.
Since then, the town centre has been upgraded, congestion eased and traders have exposure to pedestrian
traffic.

Annexure 2: Warwick Junction urban renewal pilot project
Warwick Junction is an example of what a city can do, and what a city should not do, in order to support the
development of the informal sector.
The project was initiated in response to the inefficient, unsafe and unsanitary conditions prevailing at a primary
transport node in Durban (Shipley & Fletcher, 2010), with the aim of improving trading and other economic
opportunities in the area by formulating relationships with and among the main role-players (Chen et al., 2018).
At the start of the project, there was extensive consultation with a variety of stakeholders from the administration
(urban planners, architects, environmental health professionals, and city officials) and citizenry (street traders,
taxi drivers, land owners, religious organisations, formal shopkeepers, storage companies and cardboard
recyclers). The Informal Traders Management Board was established to represent and negotiated on behalf of
the trader organisations (Shipley & Fletcher, 2010).
Regular consultation with the informal traders took place, to learn how they operate and their specific needs,
which informed the design of the necessary workplace infrastructure. Before finalising the design, the project
teams consulted with the informal traders through both large and one-on-one meetings. The process generated
trust between the informal traders and the officials (Shipley & Fletcher, 2010).
However, with the arrival of the 2010 FIFA World Cup, the city backtracked on the Warwick Junction project,
which had been ongoing for 15 years, and disregarded the social and economic contribution of the informal
sector (Quazi & Dobson, 2012). The city authorities wanted to appeal to the influx of foreign visitors coming to
South Africa during the 2010 FIFA World Cup, and so proposed a redevelopment of the Warwick Junction,
which would include a freeway and road improvements and the re-positioning of the taxi ranks – the national
government was providing additional funding for such a development in preparation for the World Cup (van
Schilfgaarde, 2013).
The community was amenable to all but one of the proposals – that one was the proposed development of new
mall and retail facilities (van Schilfgaarde, 2013). Despite the positive aspects emanating from the Warwick
Junction’s urban renewal project, in 2009 the city partnered with a property developer to demolish the informal
market and replace it with a shopping mall. The city contended that the mall would improve traffic flow and offer
a wider range of retail choices. Such a decision was similar to other “host countries pursuing ‘world class’
aspirations in their endeavour to show-case their modern urban environments, often to the detriment of local
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communities” (Quazi & Dobson, 2012). The proposal was met with resistance from not only the informal workers
but also urban practitioners, legal fraternity, social activists and academics. Objections raised were (ibid):
1. The lack of consultation and participation, even at the concept/design stage.
2. The mall development would create just 400 jobs, but would affect between 70 000 and 100 000
workers and their families.
3. Cultural activities around the market would have to be moved.
4. Fresh produce would cost 120–150% more from formal shops than from informal markets.
5. The site’s historic importance “would be lost to public memory”.
A successful legal challenge stopped the development of the mall. However, the result has been weakened
trust between the local authority and the informal traders, and underinvestment by the city in infrastructure and
management in the area.

Annexure 3: NGO acting against informal sector interest
A study that looked at multi-stakeholder partnerships in solid waste management in the Philippines highlights
how non-local NGOs do not always act in the interest of the locals.
The study found that the deliberations and consultations concealed the real agenda, which prioritised business
and NGOs over local concerns and municipal accountability (Forsyth, 2005). One example described is in
Baguio, a town on the island of Luzon). In 2001, a US investor wanted to create a biomethanation plant to
process organic waste and recycle other waste. The project would have employed waste pickers to segregate
the waste and separate the inorganic and organic material for biomethanation at the Baguio dump site.
The local municipality affirmed the proposal but was vetoed by a national NGO with a local presence in the
town. The NGO claimed that the project would:
• legitimise the creation of waste and threatened the livelihoods of waste collectors who lived near the
dump site.
• prevent the manufacture of compost, which was a main source of livelihood for the waste pickers.
The investor indicated that they would not be using the whole dump site and that manufacturing compost through
this waste-to-energy plant (anaerobic digestion) produced better quality composite than the regular aerobic
method. However, the status quo prevailed, and the project was subsequently not launched (Forsyth, 2005).

Annexure 4: Privatisation of the management markets in Kampala
This case study describes how privatising and formalising open-air markets in Kampala affected the livelihoods
of vendors and resulted in the disappearance of the vendor representative associations (Lindell & Appelblad,
2009). It looks at the issues that arose from the privatisation (and formalisation) of the management of two
markets: the Parkyard Market (managed by a private agent) and Nakawa Market (managed by a cooperative
society).
The informal sector dominates the economy in Uganda, accounting for an estimated 80% of the total economy,
which is “inevitable due to rampant unemployment”.22 In Kampala, the main economic activity is trading (through
vendors and hawkers) in several planned and unplanned markets – for over 100 years, selling in un-permitted
open-air markets has been an integral part of economic life.
As part of the policy prescriptions demanded by international leaders in the 1990s, the Ugandan government
introduced the open-air market formalisation policy, which was aimed at improving formal incorporation and
political participation. In line with international norms, the governance model moved away from a “state-centred
approach” to a more participatory approach that included stakeholders such as civil society, private sector and
government. The Kampala City Council embraced the national government’s “shared responsibility strategy”
through community participation, public-private partnerships and privatisation to provide services.
At the time, all markets in Kampala had representative vendors associations (formed within the auspices of the
Kampala District Market Vendors Association in terms of the Local Artisan Arrangement) that were the de-facto
managers of the respective markets. In late 1990, the Local Artisan Arrangement was rescinded, and under the
new legislation, any association that wanted to manage the markets had to be VAT compliant (whether a private
company or a cooperative). As a result, associations became cooperatives or private.

Katusiime I. ‘80% of economy informal, does not pay taxes’, The News Today, 25 May 2016.
www.independent.co.ug/uganda-80-of-economy-is-informal-only-20-of-businesses-pay-taxes/ [Accessed 12 June 2019].
22
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Within this environment, the city council issued a tender for the privatisation of the management of the markets.
It was alleged that the awarding of the contracts by the city council (tender board) was fraught with political
interference and corruption. The wealthy and influential, including city officials, formed private companies to bid
and win contracts (adjudicated by colleagues) to the detriment of vendor associations.
In 1999, the Packyard market was under the management of Nakivubo Vendors Association. After the tender
process, the management was awarded to Equator, an outsider that was neither involved nor had any previous
connections/relationship with the market. The vendors made several complaints about Equator:
• The entity only collected fees for the city, and did not provide any services, infrastructure or amenities.
• Equator staff overtaxed, oppressed and harassed the vendors.
• The Equator management vigorously muted any attempts of the vendors to organise.
Complaints made to the city officials were ignored and stifled. Some vendors complained that they had been
used for political expediency, as politicians only came around during elections times and made promises for
their votes but were never seen again.
In 1995, vendors at the Nakawa market had to chose to join either the representative association body or the
credit society, which lent money to vendors and had developed in parallel to the association body. Most
members joined the credit society that became a cooperative in order to be formally recognised and able to bid
to manage the market, which it won in 1999. The association declined and ceased to exist. The cooperative had
formal structures (supervisory committee, board of directors and subcommittees e.g. finance) and replaced the
association in the collection of fees and the provision of services and infrastructure. It also resolved conflict
between vendors through a court operated by the board of directors. A main function of the cooperative was to
provide credit to vendors who felt that cooperatives were more understanding and respectful, and did a better
job (better hygiene standards) in managing the market than the city council.
Nonetheless, in both cases, the vendor associations ceased to exist, and the governance changes affected the
way that vendors organise and articulate their challenges. Although Nakawa shows that the cooperative was
better able to manage the markets than the private enterprise (in Packyard), numerous vendors were excluded
because they were unable to buy shares and the concomitant voting rights in the cooperative (to elect the
leadership). As a result, the cooperative’s membership is limited and does not represent all of the vendors. This
raises questions about whose interests are represented and whether or not the cooperative is simply a feecollection agent for the city council (Lince, 2011).

Annexure 5: Marginalisation of informal sector in Rustenburg
Rustenburg is an example of the various stakeholders – formal business, municipalities and informal participants
– contesting the public spaces and access to markets rather forming collaborative partnerships for mutual
benefits (Mosiane, 2011).
The Rustenburg Municipality is a mining town in the North West province with a population of 626 522 in 2016
compared to approximately 500 000 in 2006.23 The Rustenburg Transitional Council (RTC) managed the town
from the end of apartheid until December 2000, when it was replaced by the Rustenburg Local Municipality,
which included the areas of the Royal Bafokeng Nation that is located close to the city and is governed by a
hereditary kingship
The Rustenburg municipality was one of the largest sources of platinum in the world (Tourism North West,
2019). Since the apartheid days, the municipality has attracted migrant workers from neighbouring countries,
especially Lesotho, Mozambique and Swaziland. However, after the apartheid state ended the incentive-driven
industrialisation in the 1990s, mining activity declined – between 1991 and 1998, employment in the mining
sector declined by 50%. As a result, there was an upsurge in unemployment and the associated rise in the
informal sector activities (such as spaza shops and taverns).
In line with the objectives of the Reconstruction and Development Plan (RDP) of state-directed economic
development, the RTC began to set aside space in the city for street hawkers, with the intention to regulate
those that were already operating in that environment. The primary sites were set aside in Plein Street near the
Midtown mall and in the vicinity of the main bus/taxi routes. This intervention, which was aimed at
accommodating the hawkers, involved negotiations and agreements between the RTC and various
stakeholders, including the hawkers, private sector businesses, business organisations such as Die Afrikaner
Sakekamer (a conservative Afrikaner business chamber) and the Rustenburg Chamber of Commerce and
Industry.
23

https://municipalities.co.za/resources/1191/rustenburg-local-municipality [Accessed 11 June 2019].
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The informal vendors primarily bought goods (food and beverages) from wholesalers to sell – there was no
added value and so could not compete with the wholesalers. A competitive (and antagonistic) relationship
existed between the informal and formal entities for markets. This manifested in various forms, such as very
few hawking spaces being provided in the vicinity of formal businesses. Numerous incidents of contestation for
trading of public spaces occurred.
In the mid-1990s, the Growth, Employment, and Redistribution (GEAR) policy had supplanted the RDP as the
main economic policy for South Africa. Cities were seen globally as the engines of economic growth, which
prompted the RTC to champion the city as a “clean” city, in favour of formal enterprises. Certain lobby groups
identified informal trading or hawking to be a major environmental and governance threat. In 1999, following
pressure from lobby groups, the RTC prohibited street hawkers in certain areas and approved the demolition of
stalls near the taxi rank and the mall. The municipality continued to execute clean-up operations in conjunction
with SAPS and the SANDF and private security firms.

Annexure 6: Waste pickers plight to continue their livelihood in Bogotá
The Bogotá case study illustrates how formalising waste picking often leads to confrontation with waste pickers
who have informally collected waste for generations, and that informal waste pickers have to join together to
take on other role-players.
In developing cities, waste pickers provide a useful function, reducing waste and fostering a healthy and hygienic
environment – waste picking not only provides employment opportunities but also alleviates poverty and
supports environmental sustainability (Betancourt, 2010). Waste pickers are able to earn a living and recycle
the city’s waste. They provided a useful service to cities long before public authorities became concerned about
environmental sustainability and the private sector realised that the waste management sector could be
profitable. All this changed in the 1990s (after the Rio Earth summit), with the move towards developing
environmentally friendly regiments to manage waste in cities. Local authorities became more conscious of the
need to regulate the removal of waste in an environmentally friendly manner.
In line with international trends, the Bogotá city authorities started to privatise public services, in the belief that
this would lead to greater efficiency and alleviate corruption. At the same time, waste was no longer perceived
as something with no value but rather as a commodity with value (Abizaid, 2015). The 2012 National
Decree1713 stipulated that waste material disposed on the street belonged to the government. Government
contracted private companies to collect the waste, but this did not result in better services or lower prices for
removing waste. Large companies (with large capital and political influence) got involved and crowded-out the
informal waste pickers.
In Bogotá, waste pickers had been earning a living for decades collecting recycling metal, cardboard, paper,
plastic and glass, and selling the recycled material through intermediaries. To counter the private waste
companies and government officials that undermined informal waste picking, the Bogotá’s Waste Pickers
Association (Asociación Cooperativa de Recicladores de Bogotá or ARB) was formed and represented
approximately 1800 workers. The ARB’s goal was to promote waste picking as a profession and to assimilate
waste pickers. The ARB formed regional and global alliances to articulate their plight, and engaged with local
authorities through dialogues, roundtables, marches and demonstrations – and even a court challenge, which
was successful.
The Court denounced the city’s actions and affirmed the waste pickers’ rights to collect waste. Moreover, the
city council had to integrate them into the city’s waste management system and pay them for their services
(Abizaid, 2015). In 2014, the national government mandated that the Bogotá model be replicated in cities and
towns across the country (Chen et al., 2015)

Annexure 7: Inclusive governance of informal markets: Street vendors of
Surakarta
The Surakarta street vendors’ case study exemplifies the relevance of open dialogue, trust and compromise
between local government and the informal sector (IIED, 2015; UCLG CSIDP, 2010) in achieving development
outcomes.
Informal street traders were a common feature in the Indonesian Island City of Java, providing income and food
security for the poor, by selling food, drinks and snacks to middle class urban residents. With little formal
protection, the traders had to rely on bribes and paying criminal protection to prevent intimidation. Both the
vendors and the criminals would strongly resist any attempt to remove the vendors, often resulting in violent
demonstrations and riots.
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In 2005, Joko Widodo (known as “Jokowi”) was elected mayor and wanted to placate the fears of the middle
and upper classes, and to respond to the anxieties of the informal street vendors. He directly communicated
with the street vendors, even inviting their leader to lunch with him as a means of fostering trust, respect and
dignity (this is called “Nguwongke” in Javanese, meaning “to make other people feel human”) with the vendors.
The numerous engagements yielded positive results when the vendors agreed to be relocated to a new location
with facilities, such as shelters and parking, and easier access for city consumers.
By the time that Jokowi24 left his mayoral office in 2012, 67% of vendors had relocated from public spaces to
shelters. The relocation of vendors continues with Jokowi’ successor – by 2014, 76.6% of vendors had
relocated. However, some vendors are unhappy with the relocations, which they intimate has caused a
reduction in sales and income – it is thought to be because consumers do not like the location, which was
something neither party anticipated.

24

After being Mayor of Surakarta, Jokowi became Governor of Jakarta, and then President of Indonesia.
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Infrastructure and Services are Central to
Growing the Informal Sector
Mamokete Matjomane and Olga Koma

Introduction
The informal sector plays an important role in sustaining the livelihoods of many people and, in the process,
contributes to the economy, poverty alleviation and the reduction of unemployment. Many informal sector
activities, especially street trading, take place in public spaces and often create contestations between the
perceived “legitimate” users of those spaces and informal traders.
Street traders are vulnerable to many factors, including weather, space, regulation, storage needs etc. And,
although informal trading is not a homogenous activity and traders are not a homogenous group (Tissington,
2009), the biggest concern cited by informal traders the world over is the constant threat of having their goods
confiscated because of the lack of storage infrastructure.
Despite abundant research into several aspects of the informal sector, such as regulation and statistical
coverage, insufficient analysis has been done on the role of infrastructure development and services in the
informal sector, particularly informal trading. Infrastructure is a crucial aspect to the growth and upliftment of the
informal sector, as it is to all urban economies, but this has not been adequately addressed (Yu, 2002; UNHabitat et al., 2016). The infrastructure needs of informal traders generally include immediate access to basic
services, such as water, electricity, lighting, and waste disposal, and access to production sites, mostly in the
form of well-located land because their sales depend on foot traffic.
Cities have a role to play in providing and enabling access to adequate infrastructure for informal sector
enterprises. Although city government’s central role is to provide and facilitate access to adequate infrastructure,
small-scale initiatives (often bottom-up and driven by informal sector agents) can have positive results for the
development of informal enterprises.
The paper investigates how cities can facilitate informal trading through providing adequate infrastructure and
creating the necessary conditions for enterprise growth. It asks how cities and informal sector agents can work
together, reconciling differences and pooling similarities, to ensure the provision of adequate infrastructure that
responds to the needs of informal traders and creates productive spaces to facilitate the growth and
development of informal enterprises.

The Role of the Informal Sector in the Economy
The informal sector plays a significant role in the economy, by contributing to the GDP, reducing unemployment
and providing a foundation for entrepreneurship development.

Informal sector’s contribution to GDP
In 2010, the informal sector (including agriculture) contributed a staggering 55% of sub-Saharan Africa’s total
GDP, and 25.7% of GDP if agriculture is excluded (Charmes, 2012). Informal sector employment is smaller in
South Africa than in other sub-Saharan African countries, accounting for 33% compared to 82% in Mali (Rogan
& Skinner, 2018). Regionally, more women than men work in the informal economy, while in South Africa the
figures vary depending on the type of informal activity undertaken. Estimates of the informal sector’s contribution
to South Africa’s GDP range from 5.9% in 2013 (Peberd, 2018, using 2014 Stats SA data), to between 7% and
12% (Ligthelm, 2006; Budlender et al., 2001). In 2014, a review of Ligthelm (2006) found that the informal
economy was projected to have contributed 26% of total value added, and total household expenditure was
estimated to be R51.7 billion (SoAP, 2014).

Informal sector as an alternative to unemployment
South Africa’s GDP growth is shrinking, resulting in increasing unemployment, poverty and inequality levels. In
the first quarter of 2019, youth unemployment reached a devastatingly high level of 55.2%, up from 54.70%
(Stats SA, 2019). In 2018/19, the number of people employed in the formal sector (non-agricultural) declined
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by -1.2%, while the informal sector (non-agricultural) increased by 1.1% 25 (Stats SA, 2018). The decline in the
formal sector was largely driven by the construction sector (-5.7%), community and social services (-5%), and
manufacturing (-4.5%). The increase in the informal sector was largely driven by mining (58.5%), utilities (56.1%)
and transport (12.3%).
Quarter-to-quarter changes (Oct–Dec 2018 and Jan–Mar 2019) showed a decline across both the formal and
informal sector of -1.1% and -2.3% respectfully, with the informal sector being the hardest hit. The decline was
driven by the construction sector (-5.5%), mining (-4.5%) and finance (-4.1%) in the formal sector, and by the
construction sector (-16.7%), mining (-7.5%) and community and social services (-3.1%) in the informal sector.
For both sectors, job losses were mainly in the construction and mining sectors, illustrating the interrelated
nature of both sectors and how shocks in the economy reverberate across the board.
This supports findings that economic activity does not occur in separate formal and informal silos but rather
occurs along a formal–informal continuum with different actors and activities located along interrelated nodal
points. (Charmes, 2012; Kraemer-Mbula & Konte, 2016; Stats SA, 2019)
The informal sector plays a significant role in sustaining the livelihoods of a large percentage of the population,
employing about 2.4 million people (Rogan & Skinner, 2018) or approximately a third of South Africa’s workforce
(Peberd, 2018). The World Bank Firm Survey conducted in Johannesburg found that informal enterprises
generate an average of three jobs, the same number of jobs generated by small, micro and medium enterprises
(SMMEs).
In South Africa, the informal sector comprises millions of survivalist workers and entrepreneurs. The 2015
Quality of Life Survey26 found that 65% of people who own an enterprise operate in the informal economy
(GCRO, 2015). Figure 1 gives a breakdown of the sectors that contribute to the informal sector.
Figure 1: Industry breakdown of the informal sector per province
100%
90%

24%

26%
5%

80%
70%

12%

60%

10%

22%

21%

17%

15%

14%

9%

12%

9%
6%

7%
7%

13%

10%

7%
12%

15%

8%
9%

19%
7%

50%
40%

15%

16%

37%
31%

49%

34%

23%

46%
34%

38%

15%

16%

16%

6%

6%

7%

41%

30%
20%

13%

20%

10%

7%

16%
9%

10%
0%

11%
11%

8%

11%

Mining

Manufacturing

Electricity

Construction

Wholesale & Retail

Transport

Finance

Community

22%
10%

Source: Stats SA (2018)

The wholesale and trade industry dominates the landscape nationally and accounts for nearly 40% of jobs in
Gauteng, which is significant because this category includes informal traders. The majority of entrepreneurs
operate within the wholesale and trade industry, and while their earnings are not always substantial, they keep
many people just above the poverty line. Given the significant contribution of the wholesale and trade industry,
the growth and development of this sector has great potential for alleviating poverty and unemployment. To
prosper and continue contributing to income generation, the informal sector requires government support, but
25

The increase in jobs in the informal sector is commendable, but one should not assume that the informal sector exists
as a sponge for retrenchments from the formal sector. For more on this aspect see Rogan and Skinner (2018).
26 A biennial survey conducted by the Gauteng City-Region Observatory (GCRO).
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determining the type of support needed has proven to be complex and contested. Infrastructure provision is one
avenue through which government can support the management, growth and development of the informal
sector, particularly informal trading enterprises.

The Role of Infrastructure in the Economy
The provision and adequate access to infrastructure are crucial for economic development. In his 2019 Budget
Speech, the Finance Minister identified infrastructure development as one of the key pathways for achieving
economic growth and development. The positive link between infrastructure provision and impacts on
productivity in the formal economy have been established (ILO, 2017). Investing in the provision of adequate
infrastructure at the city level “reduces the costs of doing business for firms and makes it easier for people to
access jobs and economic opportunities” (SACN, 2016: 108). Yet despite the informal sector’s contribution to
the economy, state (and sometimes private sector) infrastructure development programmes and projects for the
informal sector are limited compared to those aimed at the formal sector. In cases where state programmes
support the informal sector, implementation tends to be inadequate, resulting in negative impacts on enterprise
growth and development.
The informal sector often features as a side issue in research that explores the link between infrastructure
provision and the poor living in informal settlements. Efforts concentrate on improving the affordability and
access to infrastructure for the poor (often through direct state subsidies), recognising that adequate access is
crucial for people’s health (Foster et al., 2000). Yet research has found in the Philippines that infrastructure
provision to informal settlements has a profound impact on the poor and their livelihoods (Yu, 2002). The lack
of “basic infrastructure in urban poor settlements impedes the growth of informal sector enterprises” (Kessides,
1997, quoted in Yu, 2002:7), as poor access to basic services, such as water, sanitation and solid waste
removal, adversely affects productivity and employment options of residents.
Few studies have explored infrastructure provision for the informal sector as a tool for enterprise development
and growth (Muteta et al., 1998). Yet the accessibility, adequacy and affordability of infrastructure, such as
water, storage facilities and refuse removal, have profound direct and indirect effects on informal sector
enterprise development (Muteta et al., 1998; Lund & Skinner 2003; SoAP, 2014). A study of informal sector
enterprises in Dar-es-Salaam found that infrastructure development resulted in increased productivity and
improved human capital (Muteta et al., 1998):
• The supply of storm water drainage led to a reduction in diseases, thereby improving human capital.
• The upgrade of road and drainage infrastructure led to improved accessibility and movement of
products, and made businesses more accessible and attractive to their prospective clients.
• The infrastructure development boosted morale among informal entrepreneurs.
The study found that although providing infrastructure may not always have direct, measurable economic and
social impacts, there was an improvement in the running of the enterprise and profits earned, in human capital
and conducive business environment, which ultimately leads to productivity and improved earnings (Muteta et
al., 1998). Given the positive relationship between infrastructure provision and productivity in the informal sector,
authorities need to do more to direct appropriate interventions and consider the design and delivery of urban
infrastructure (SoAP, 2014).
A study commissioned by the City of Johannesburg in the aftermath of Operation Clean Sweep 27 highlights the
importance of infrastructure provision in the informal sector and its benefits for enterprise development (SoAP,
2014). Access to infrastructure and services is one of the factors that contribute to the growth and development
of informal enterprises – access to capital and entrepreneurship skills are two other factors. Providing
infrastructure and services to informal traders also helps keep streets attractive, hygienic, safe and clean for all
the users of the street, not just traders (ibid). This creates a conducive business environment that will attract
customers, leading to increased profits. Conversely, the lack of infrastructure has a direct impact on the informal
traders’ productivity. For instance, “where paving and drainage in markets is lacking, or shelter from rain, sun,
dust or wind is inadequate, workers’ health is compromised and goods get damaged” (UN-Habitat, 2016: 18).
Like formal enterprises, informal sector enterprises require infrastructure in order to grow and become
productive. The responsibility falls upon local government to ascertain the needs of the various types of informal
sector enterprises and to provide both basic services and infrastructure suitable to their business needs.

27

A clean-up campaign by the City of Johannesburg that saw the displacement of thousands of inner city informal traders
in October 2013.
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Development of the Informal Sector
In many countries, including South Africa, the development of the informal sector is often seen in terms of skills
development, with substantial funds being used to train informal workers. For instance, in South Africa, the
Department of Small Business Development (DSBD) supported “4436 trained informal businesses […] through
the National Informal Business Upliftment Strategy (NIBUS)/Informal Micro Enterprises Development
Programme (IMEDP), against a quarterly target of 2500” (DSBD, 2017). The NIBUS seeks to formalise the
informal economy through financial support and skills development. In addition to the IMEDP, the NIBUS
includes the Shared Economic Infrastructure Facility (SEIF), which is a 50:50 cost-sharing grant for
infrastructure development projects between DSBD and local governments. The fund provides up to R5-million
to municipalities for developing infrastructure, and upgrading and/or maintaining existing infrastructure used for
informal trade. Qualifying projects include (but are not limited to) structural foundations; upgrading and
maintenance of a multi-purpose facility to be shared by the number of enterprises; storage facilities; lighting,
water and ablution facilities; parking, paving and fencing (ibid). However, the fund has had little uptake from
local government authorities, resulting in underspending. In 2017/18, only R29.6-million was spent on funding
just six informal business infrastructure programmes, with R8-million directed towards SEIF and R21.6-million
transferred to the Small Enterprise Development Agency (SEDA). Reasons given for the underspending
included cumbersome supply chain processes, the lack of capacity, unregistered businesses (registration is one
of the fund’s criteria) and limited funding.
Municipalities are required to provide access to basic services and also to promote economic development.
However, infrastructure provision for economic development is often not clearly distinguishable because it is
not reported on. The Municipal Infrastructure Grant (MIG) provided municipalities with R47.3-billion over the
2019 MTEF period, together with oversight and support from national and provincial departments. The MIG
used a formula to allocate funds, which includes a component (of which 5% is allocated) that can be interpreted
as intended for projects targeting the informal sector, in addition to a municipality’s raised funds. However,
although the municipal grants appear to provide funds for the informal sector, upon closer review the funding is
mainly for maintenance or upgrading. In the case of Johannesburg, funding for informal trading is not stipulated,
with only two projects aimed at maintaining existing structures. Furthermore, the Local Economic Development
Fund, which falls under the MIG, did not receive any grants.
Municipalities’ capital expenditure is usually concentrated on water and sanitation, transport and storm water
and “other” provision (which refers to expenditures on land, buildings, vehicle fleets, etc.). In Johannesburg, the
city budgeted for the upgrading and/or maintaining of existing infrastructure, which is classified as noninfrastructure (CoJ, 2018). This was for the upgrading the Dobsonville Informal Trading Market, including
constructing new informal trading stalls (R5-million) and revamping inner-city informal trading stalls
(R10-million).
The negative attitudes of officials towards informal trading and their perceived protection of the city’s image may
explain local government’s lack of provision of essential infrastructure and services. For instance, street trading
is seen as having a negative impact on the public space, and more traders demanding trading spaces have an
impact on service delivery. Yet the availability of basic infrastructure and services affects the growth and
development of informal businesses, and three interrelated aspects need to considered when planning for and
providing infrastructure. The three aspects are: access, adequacy and affordability.

Access to infrastructure
Access to basic infrastructure is necessary for enterprises, including those operating in the informal sector
(Kraemer-Mbula & Konte, 2016). Informal sector enterprises also require access to infrastructure such as water,
waste removal, electricity, storage facilities and land (in the form of public spaces for informal traders) to function
optimally. The lack of access to infrastructure stifles informal enterprise development because it means that
informal enterprises have to spend time and resources on accessing infrastructure in other areas, which
negatively affects them, as it is “wholly unproductive time [...] and because it is unproductive, it is time that is
wasted” (Edmonds, 1998: 1).
A study by Good Governance Africa 28 in Johannesburg and Accra found that the access to infrastructure is
generally good, although not always adequate or affordable. As Figure 2 shows, access to piped water is
generally available to informal traders either on site or in close proximity.

28

A non-profit organisation which conducts research and advocacy work across Africa
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Figure 2: Access to piped water

Source: GGA (2019:14)

Nearly half (43%) of informal traders in Soweto and Tembisa had access to water on site, while 42% accessed
water within the community. In Accra, access levels were lower, with 37% of informal traders having on-site
access to water and 17% having access from within the community. What the figure does not show is that some
traders who indicated they had access to water on-site or within the community either bring water from home,
buy it from nearby shops, or get it from public toilets or taps.
The access to a working toilet is far higher in Johannesburg than in Accra (Figure 3). More than a third of
informal traders have access to a working toilet in the vicinity of their place of operation. However, most informal
traders have to pay a fee to use public toilets, which affects their profit and ultimately business development.
The fee of between R1 and R3 for single use may not seem a lot, but the multiple use of toilets facilities
throughout the day adds up to a significant amount for informal traders.
Figure 3: Access to toilet

Source: GGA (2019: 15)
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Figure 4 shows that refuse is mostly collected on a weekly basis in Johannesburg (61%) and Accra (51%).
However, refuse is never collected in some trading areas, in Tembisa (9%) and Accra-Ghana Central (6%),
which must have negative impacts on informal traders operating in this sites.
Figure 4: Access to refuse collection

Source: GGA (2019:15)

In the inner city of Johannesburg, a big issue is the lack of storage facilities for traders. The city does not usually
factor in storage facilities when designing markets and demarcating informal trading spaces. This has led to
many traders making private arrangements (individually or collectively) to access storage facilities that are
essential to their enterprises (Bantubonse, 2008). For informal traders, one strategy is to negotiate to leave their
stock in formal shops close to their place of operation. Leaving their stock at private storage facilities means
that informal traders pay fees on a daily, weekly or monthly basis. Those that cannot afford these fees carry
their goods home. In the inner city of Johannesburg, the storage facilities tend to be unaffordable for most
traders and inadequate for their needs. For instance, the operating hours and rules of storage facilities restrict
the traders’ movements. As a result, “[v]endors leave their stock with young men who guard it overnight because
they do not have storage space. In other instances […] they pack the stock into containers and put it on trolleys
which are left in the center of the sheltered market overnight” 29.

Adequacy of infrastructure
Including informal traders in the early stages of planning and design for infrastructure is crucial, so that the
informal sector’s requirements can be accommodated. However, most local government planning processes do
not include informal traders in the design of infrastructure, resulting in their needs not being adequately captured.
In Johannesburg, informal traders did not have any significant input into the planning and design of the Noord
Street Linear Market. Urban designers were brought in to design the shelter without proper consultation with
the beneficiaries, which resulted in a design that does not meet the needs of the local traders.
The shelter was built without our input and as a result it’s badly built and does not accommodate us
properly. DED approached us already with the design of the shelter and we were told to comment. We
told them that the shelter is not properly designed and already we can see some issues like for instance
it’s only the top structure and imagine when it rains our stock will get wet but no one listened to us. They
since told us that the plans will be changed to take our input but we were surprised when the same
shelter from the plans was the one that we got (Noord Street trader, 2017).

At the Noord Street Linear Market, the city only provides the roof structure and demarcated trading stands by
drawing yellow lines on the ground. This means that individual traders have to provide the structures used to
display their stock. Furthermore, the drainage facilities are not adequate for the type of waste generated from
the cooking mamas, while the market design does not include any storage facilities. As a result, traders have
had to find ways of accessing private storage, which has affordability consequences.

Postman Z, ‘Joburg’s informal traders want better spaces’ GroundUp, 21 November 2018.
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Affordability of infrastructure
Providing access to infrastructure, even if inadequate, is not useful if it is unaffordable to the end-users. In many
cases, “the urban poor not only have less access to infrastructure services than the nonpoor, but also pay more
heavily for informal sources of supply in both money and time” (Kessides, 1997:1). A contributing factor may be
that the state views informal traders as independent entrepreneurs who need to do things for themselves without
any form of assistance from the state.30 Yet local governments are required to create an enabling environment
for informal traders, so that they can run their enterprises effectively in ways that contribute positively to the tax
base. The creation of an enabling environment means providing the required, adequate and affordable
infrastructure for informal enterprise development, so that informal businesses have conducive places of work,
storage and ablution facilities, access to water and regular refuse collection.

Current Infrastructure and Service Provision for Informal
Traders in Johannesburg
The City of Johannesburg’s Department of Economic Development has several plans in place to respond to the
challenges of informal trading, particularly from a control and management perspective. The private sector also
assists in providing infrastructure and services for informal traders in the inner city, as a way of addressing some
of the issues and integrating the activity in commercial spaces. Although some of what has been done thus far
has contributed to the wellbeing of informal traders, certain interventions have had negative impacts on the
development of informal businesses.

Public sector infrastructure provision
In the City of Johannesburg, infrastructure development for informal trading appears to be mainly understood
in terms of markets (enclosed or linear) and trading stands. Not factored in and planned for are supporting
infrastructure and services, such as access to water, ablution and storage facilities, and cleaning services. The
City has invested in building sheltered markets in the inner city – by the end of 2018, 11 sheltered markets in
the CBD had been built, some with ablution facilities and others close to public toilets. However, the City does
not guarantee storage facilities, as space is limited and insufficient to accommodate the thousands of traders
operating in the inner city. As a result, individual traders have to arrange their own storage space.31
The City has provided linear markets for informal traders in the inner city and other areas outside the CBD. 32
Markets that were developed through a partnership between the city’s Economic Development Department and
the Johannesburg Property Company include the Hoek Street and Noord Street in the CBD, Orange Farm,
Swazi Inn in Ivory Park and Jabulani Mall in Soweto. The City has also demarcated on-street trading stalls in
the inner city using what are affectionately known as “steel cages”. However, these steel cages were placed in
streets that are not wide enough to accommodate them, resulting in obstruction of foot traffic and CCTV
surveillance (Tissington, 2009). Traders also complained that these stalls were not suitable for their businesses.
The cages were subsequently destroyed by the city during Operation Clean Sweep in 2013.
Since Operation Clean Sweep, the City has identified unused state-owned buildings within the inner city, which
are close to transportation hubs and have high foot traffic, to house informal traders (Nxumalo, 2016), and has
plans to develop more linear markets in the inner city to limit the number of traders on sidewalks. However, the
City also plans to declare certain streets that are currently used for trading as non-trading, which will have an
adverse effect on many enterprises.
Whatever the type of infrastructure development, the common denominator is that informal traders do not really
have a say in the design of infrastructure that the state ultimately provides. This has meant that some of the
state-of-the-art infrastructure designed by renowned architects and urban planners do not address and
accommodate the needs of informal traders and their businesses.

Private sector infrastructure development
In some instances, the private sector has chosen to include informal traders by providing infrastructure (in the
form of trading stands, stalls, roof structure etc.). Retail Improvement Districts (RIDs) are areas “where property

Postman Z, ‘Joburg’s informal traders want better spaces’ GroundUp, 21 November 2018.
ibid
32 https://www.joburg.org.za/media_/Newsroom/Pages/2013%20articles/2011%20&%202012%20%20Articles/Linearmarkets-for-city.aspx
Page 67 of 110
30
31

and business owners pay a special levy that is spent locally to improve the area”. 33 The Central Johannesburg
RID created the Kerk Street linear market to foster a beneficial working relationship between traders and formal
shop owners in the street. Informal traders pay R60 per month to the Metro Trading Company 34 for their trading
stalls, which are demarcated with yellow markings and have a zinc roof. Traders benefit from an adequate water
drainage system and street lighting, as well as the security guards who patrol the streets and the cleaning
services that the RID provides for the formal businesses.
Figure 5: Cross-section of Kerk Street linear market

In Joubert Street, the City demarcated (in yellow) trading spaces in consultation with the RID, which wants to
see orderly, managed and undisruptive informal trading in the area. Traders have to provide their own display
structures, including foldable tables and cardboard boxes, and have access to ablution facilities provided by the
formal shops, such as McDonalds located on the corner of Rissik and Pritchard streets.
In Rissik Street, Edgars, one of the retail giants in the inner city, has provided informal traders with metal trading
stands along its shop windows. Traders pay approximately R30 for use of the stands, which appear adequate
for displaying their goods (mainly traditional attire). The stands are designed to fold up when not in use by
traders, creating enough space for the easy flow of traffic on the pavement. This is a successful initiative by the
private sector to integrate informal trading in commercial business space that contributes to sense of order and
management. The arrangement is flexible – for instance, some demarcated stalls are unoccupied due to an
agreement with the formal shop owner who prefers not to have informal traders in front of the shop.
Figure 6: Metal trading stands provided by Edgars

A similar initiative can be found in President Street, where Shoprite has incorporated informal traders by
providing small lockable trading stalls along its blind wall as well as storage facilities for their stock. This has
effectively integrated informal traders with formal shops, particularly Shoprite itself and other smaller formal
shops in close proximity. It has also turned a blind wall into viable business spaces, thereby promoting
interaction between traders and pedestrians.

33

https://www.wits.ac.za/media/wits-university/faculties-and-schools/-engineering-and-the-built-environment/architectureand-planning/yeoville-studio/documents/inner%20city%20tour%20A4%20posters%20exhibition.pdf
34 This city-owned entity was disbanded in 2014 resulting in the mandate to manage informal traders given to the
Johannesburg Trading Company (JPC)
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The above illustrates a few examples of state and private sector interventions in the informal sector in the CBD
of Johannesburg. Some of the City’s interventions appear to be misguided, as traders continue to have poor
access to inadequate and unaffordable infrastructure. Private sector interventions, notably by Edgars and
Shoprite, seem to be attempts to integrate informal trading within commercial spaces with a level of success.
Nevertheless, despite attempts by both the state and the private sector to provide infrastructure to informal
traders, gaps and issues of access, adequacy and affordability remain.

Bottom-up Initiatives to Address Infrastructure and Service
Provision
Faced with inadequate infrastructure and services, some traders have devised local initiatives to provide
infrastructure and services that address their needs and contribute towards a conducive operating environment.
The following case studies counter the negative discourse about informal traders – that they are illegal,
predatory, unwilling to pay for services and dependent on the state and the private sector to assist them. They
highlight the agency of informal traders and how they have lobbied other stakeholders to form partnerships to
achieve their goals. While certain traders may be unwilling to pay for various reasons, the case studies show
that traders pay for infrastructure and services which contribute to the smooth running of their enterprises. The
leaders of the informal traders have put in place mechanisms to ensure that fees to access infrastructure are
kept affordable, so that most (if not all) traders can have access. Infrastructure provided to informal traders can
lead to fiscal contributions to the City. The City could generate R720,000 or more every month if each of the
6000 trading sites paid R120 per month. However, traders often do not pay fees because of a lack of clarity
over who collects the fees or because the inadequacy of infrastructure in their areas of operation (Benit-Gbaffou,
2014).

The African Traders Organisation and “The Piles”
“The Piles” is a second-hand clothing market in De Villiers Street between Hoek and Klein streets that is located
in the Park Station precinct, which is Johannesburg’s biggest transportation hub. During the early 2000s, the
section of the street accommodating the second-hand clothing market was pedestrianised, which led to an
increase in the number of street traders. The street market is home to approximately 300 legal35 traders, the
majority of whom belong to the African Traders Organisation (ATO), as well as illegal 36 traders (Khambule et
al., 2014)
Figure 7: The Piles

ATO is a formally registered informal trader organisation that manages the De Villiers Street market. Created in
2010, five years after the City formally designated the market as a trading area, the ATO was established with
the aim of creating a safe and clean environment for traders and customers – at the time, the street was chaotic
because of high traffic volumes and reported criminal activities (ibid). ATO members are predominantly foreign
nationals and sell mostly second-hand clothing, with a few cooking mamas and fruit and vegetables traders.
The organisation plays a critical role in spatially organising traders to ensure efficient interaction with customers,
pedestrians and formal shop owners in the area. The ATO has facilitated improvements to the physical
environment of the market, in particular the trading stands, cleanliness and security.

35

Legal traders are in possession of valid trading licences/permits and/or operate in designated trading
Illegal traders do not have valid trading licences/permits and/or operate in prohibited trading areas
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Trading stands
After being designated a trading area, the street’s physical environment degraded, as no maintenance was
carried out to the existing infrastructure and services. In addition to this “decaying physical environment”, the
market area “lacks the infrastructure and services that would facilitate street economies, which results in various
vulnerabilities” (Matjomane, 2018: 149). For example, the lack of shelter meant the space could not be used
during the rainy season. To counter this, traders erected gazebos to shelter their stock, customers and
pedestrians. The gazebos together with the uniform two meters by two meters display basket have become a
distinctive feature of the market. The ATO facilitated the process of accessing the gazebos and display baskets.
However, despite the gazebos, the street is still not conducive for business during the rainy season because of
flooding due to the outdated drainage system (ibid). The flooding deters customers and pedestrians from using
the street, as they struggle to move around, which negatively affects the traders’ profits.

Cleanliness
The market is very busy, with people buying from the traders and people using it as a thoroughfare to get to
their destinations. As a result, refuse accumulates throughout the day. Although municipal workers clean the
streets around Park Station, the intensity of activity in De Villiers Street means that garbage accumulates at a
rapid pace. The lack of rubbish bins in the area also contributes to litter in the street.
The issue is that there are no rubbish bins provided by Pikitup in the street. Wena [you] have you seen
any rubbish bins around here? So this means that when people are walking around, they just throw
things wherever they see space to do so (ATO leader, 2017).

Although informal traders are not necessarily responsible for the garbage, ATO has been organising daily
cleaning services since 2010 (Malemagoba et al., 2012; Matjomane, 2018). In addition to the municipal
cleaners, ATO people clean the street between 5 am and 6 pm, once traders have closed shop. ATO introduced
the cleaning services because Pikitup, a municipal-owned entity that deals with integrated waste management,
was not collecting refuse, as the street was too congested. ATO pays for the cleaning services using a portion
of the monthly membership fee of R100 paid by traders. In addition, traders in the market who are not ATO
members contribute an undisclosed amount of money towards the cleaning services, as they benefit from the
clean environment. Traders in the market – ATO members and non-members – are happy to contribute to the
cleaning services because they can see what their money is being used for and the positive impact on their
businesses.
Sadly, despite this positive initiative by traders to keep their business environment clean, the city has not made
efforts to complement this service. Pikitup does not collect the rubbish in the street even when the piles of
rubbish are left in convenient spots for collection. The uncollected rubbish contributes to grime in the street and
smells, which eventually deters potential customers from using the street and buying from the traders – from
observation, traders whose stalls are close to piles of rubbish seem less busy than the others.
“When our people clean the street, they pile the rubbish in specific corners with the hope that it will be
collected. Pikitup then doesn’t collect the rubbish as required – that is why you’re seeing these piles of
rubbish on the street” (ATO leader, 2017).

If Pikitup were to come on board, the street would be a pleasant environment for all its users, including traders
and their customers.

Security
Traders have also initiated patrol services on the street to combat the crime in the Park Station area (Matjomane,
2018). The busy street was a crime hotspot, rife with muggings and pickpocketing – criminals would steal
cellphones, bags and anything valuable from customers and pedestrians, and stock from traders, especially
during peak hours when the volume of customers and pedestrians was high. These thefts discouraged people
from using the street and had a negative impact on the informal trading businesses.
To counteract this challenge and restore the street’s image, ATO created a task force to patrol the street and
curb criminal activities. The task force was made up of 20 ATO leaders who were stationed in various sections
of the market throughout the day to monitor traders, customers, pedestrians and suspicious activities. While the
main aim of the task force was deter criminal activities, in practice it concentrated on enforcing by-laws, such
as making sure that traders were within their allocated spaces. However, this caused conflict between the task
force and the Johannesburg Metro Police Department (JMPD) and South African Police Services (SAPS)
officials who argued that it was stepping on their mandate. In 2014, the task force was disbanded when the
stakeholders were unable to reach a compromise (Malemagoba et al., 2012). The result was an increase in
petty crimes and thefts of traders’ stock and customers’ belongings.
This led to negotiations between ATO, JMPD and SAPS out of which emerged a modified system of patrolling
services, with the three stakeholders working collaboratively. ATO hires SAPS volunteers under the SAPS
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Gauteng Province Community Safety Unit – Johannesburg Central Patrol Unit to specifically patrol The Piles
(Matjomane, 2018). Again, a portion of the monthly membership fees and a contribution from non-members are
used to pay for the patrollers. Currently eight patrollers on De Villiers Street work on a shift basis from 6 am to
6 pm. Thanks to the partnership, patrollers are empowered to nab suspects and hand them over to the police.
In some instances, patrollers have apprehended muggers and taken them in for questioning by the police,
resulting in conviction. The presence and visibility of patrollers on the street have contributed in the reduction of
petty crimes in the area and restored the street’s image as a place where customers can shop with peace of
mind.

Park Station Informal Traders Management Forum
The Park Station Traders Management Forum (PSTMF) is a body made up of four informal trader organisations
that operate in and around the Park Station precinct: Iketsetse Traders Association, South African Hawkers
Association, Park City Traders Committee and the African Co-Op Hawkers Informal Business Association. It
was formed in 2018 with the following objectives: to create national awareness about informal trading and its
role as an alternative to unemployment, to upskill and empower traders, and to address challenges facing
informal traders. These challenges include the lack of adequate infrastructure and services for informal trading,
storage, ablution facilities and safety.
In early 2019, the four organisations formed the Khula Barekisi Development Foundation (KBDF), to manage a
storage facility. Realising that traders in the Park Station precinct and other areas of the inner cities were
struggling to access storage facilities, the KBDF initiated the management of a storage facility. After lengthy
negotiations, the Passenger Rail Agency of South Africa (Prasa) agreed to lease a building in the Park Station
Precinct to the PSTMF, to be used as a storage facility for traders in the neighbourhood. Traders on the
membership database of the four organisations that make up the PSTMF are given preference, but the storage
facility is also open to other, non-affiliated traders in the Park Station precinct. The facility accommodates stock
for 300 informal traders.
Traders pay for the storage space on a weekly basis, with prices ranging between R20 and R50 depending on
the size of the trolley used to carry their goods, while others pay to store their bulk goods. The facility operates
from 4 am to 9.30 pm, to accommodate traders’ operating times. It is safe, easy to access and affordable –
some traders indicated that they used to pay about R250 a month for storage facilities whose operating hours
were from 5 am to 10 am and 4 pm to 8 pm, which were not convenient – if they arrived after 10 am, they were
denied entry into the storeroom to get their stock, which meant a loss of business for that day.
While these initiatives by traders seem to be responding to some infrastructure issues, they are mostly not
supported or complemented by the state in ways that would have a greater impact on business development
and reach a wider audience.

eThekwini: Warwick Junction
Warwick Junction in eThekwini was hailed locally and internationally as a “best-practice” project where informal
traders and local government formed strategic partnerships to resolve issues (Benit-Gbaffou, 2015). The
success of the project was attributed to effective area-based management, participatory institutions and interdepartmental/governmental project structure, although this was short lived. Warwick Junction is a major
transport node with an estimated 8000 street traders (mostly women), market vendors, waste collectors etc.
(Xulu, 2015). Following studies conducted since the mid-1980s, it was recommended that the “illegal” status of
informal traders be revised. The city acknowledged the contribution of traders to the economy and the need for
urban renewal initiatives to revive their contribution and address urban management issues (Skinner, 2009).
The eThekwini Municipality established a subcommittee with the aim of working collaboratively with the informal
traders in implementing practical solutions and policies (ibid). Area-based committees were formed for engaging
with informal traders and communicating with the city, and were involved throughout the process from planning
to implementation. For example, the area-based committees ensured minimal disruption to traders during the
clean-up and maintenance of the area, by communicating with them timeously.
As the project focused on a single geographic area, project staff continuously sought to understand the needs
and wants of the area and of the traders. Central to the project’s success was the participation of all stakeholders
and consultation among traders, the District Working Group and the project team. Throughout the process,
traders were central to all decisions made. The project team made sure that traders were part of the design
process and understood clearly what the final product would look like. When construction began, a traders’
committee was set up to assist with logistics. Sensitivity was paid to language and culture, and an effort was
made to communicate meaningfully with all stakeholders. (Dobson et al., 2009). The project showed what could
be achieved through inter-departmental cooperation and working together to solve problems creatively instead
of reverting to the old methods of simply removing traders (Skinner, 2009; Xulu, 2015). The way in which the
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project was structured allowed it to draw from the invaluable pool of human and technical resources across a
wide range of city departments. The structure consisted of a project lead structured around three core tasks:
planning (i.e. district urban design framework); implementation (i.e. traditional medicine market); and operations
(i.e. water delivery and management). The project team operated from a location that was easily accessible to
the traders and where space was available if traders wanted to meet and discuss issues without the presence
of city officials (Dobson et al., 2009).

Conclusion
The links between infrastructure and productivity in the formal sector, and the impact of infrastructure on poor
people’s lives have been extensively explored. The public sector has deliberately planned for and provided
infrastructure for the formal sector and for poor households, but has not considered the informal sector. Some
studies have touched on the correlation between infrastructure development and the informal sector, but only
superficially. Extensive and focused research is needed into the impact of infrastructure provision on the
informal sector, taking into account access, adequacy and affordability issues.
Local government needs to adopt an inclusive approach to informal trading areas and can learn much from the
local-level solutions initiated by traders about the type of infrastructure that meets their needs. In such
inclusionary partnerships, traders should be at the forefront of infrastructure development. The role of the public
and private sector should be to assist traders, not lead the process. Traders should be able to identify their
needs based on their experiences, carve out suitable solutions and then approach the state or private sector for
assistance, as opposed to the state or the private sector designing and imposing their ideas.
Developing informal enterprises requires area-based solutions to local issues and adaptive design to
accommodate the infrastructural needs of the informal traders. Informal traders need to be involved throughout
the process, from design to development of the infrastructure. For instance, they should be involved in the
design of stalls to ensure that their stock does not get wet when it rains and that they have adequate and
affordable access to basic infrastructure such as ablution and storage facilities.
In practical terms, area-based solutions could function through local committees that create locally adapted
plans, and design stalls and other infrastructure needed for the sector. The municipality could assign an areabased official to these local committees, to ensure that planning and design processes align with municipal
regulations on informal trading. The full mandate of these local committees could be discussed and adapted
locally in consultation with other parties, especially the city. To complement the local committees, a city-wide
forum could be established that involves traders as well as other stakeholders including property owners,
business, the city and other interested and affected parties. The city-wide forum would put mechanisms in place
to avoid traders being marginalised and side-lined in discussions.
Such an inclusionary approach would ensure that local government’s limited resources are not used to provide
infrastructure that will ultimately not be used by the traders due to its inadequacy and/or unaffordability. Instead,
the infrastructure provided would respond to the needs of informal traders and facilitate the creation of
productive spaces, thereby promoting the growth and development of informal enterprises.
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An Institutional Perspective on Sustainability
in South African Cities
Shakespear Mudombi and Sandra Makumbirofa 37

Introduction
Promoting economic growth while ignoring environmental thresholds can hamper local and national economies,
and have costly impacts for cities (SACN, 2016). Sustainable development has been gaining prominence as a
policy objective and a desired goal by many nations including South Africa, as shown by the adoption of the
sustainable development goals (SDGs) at international and national level. For instance, SDG 11 specifically
focuses on building sustainable cities and communities.
The green economy approach has increasingly been recognised as a pathway to sustainable development. It
captures the multi-directional relationship between the economy and the environment, and seeks to provide
solutions to the world’s various sustainability challenges (IPU, 2019). The advent of climate change also
popularised the concept of the green economy. Responding to climate change needs to be an urban priority, as
the drivers and impacts of climate change further threaten vulnerable urban areas and communities (Simon,
2016). The South African government seeks to address climate change by transitioning towards an inclusive,
environmentally sustainable and climate-resilient economy (PAGE, 2017; EDD, 2011). South Africa has
embraced the green economy concept as a pathway to sustainable development, envisioned to solve economic,
social and ecological challenges, and to create jobs in the cities, townships and rural areas (Aoyi et al., 2016).
South African cities play a critical role in the development of the country, as they are home to almost two-thirds
of the country’s economic activity and more than half of national employment (SACN, 2016). Given the
importance of cities as engines of growth, the necessary conditions for sustainable development must,
therefore, be encouraged. Well-governed cities can support the transition towards more inclusive, productive
and sustainable cities (National Treasury, 2019), and so the institutional framework is important. Yet this critical
determinant – the influence of the institutional framework and environment on socioeconomic outcomes – has
not received the attention it deserves. Indeed, the role played by legislative, regulatory and procedural aspects
in shaping outcomes is often neglected (UN-Habitat & IHS-Erasmus University Rotterdam, 2018).
The paper seeks to understand how institutional factors influence sustainability at city level in South Africa, to
assess how sustainability and green economy concepts are incorporated into the planning and implementation
processes of South African cities, and to explore the challenges that South African cities face in implementing
sustainability initiatives. The focus is mostly on the country’s eight metropolitan cities: City of Cape Town in the
Western Cape, eThekwini in KwaZulu-Natal, Mangaung in the Free State, Buffalo City and Nelson Mandela Bay
in the Eastern Cape, and City of Ekhurhuleni, City of Johannesburg, and City of Tshwane in Gauteng. 38 After
achieving democracy, South Africa pursued the decentralisation of economic activity, which provided for the
establishment of integrated metropolitan governments (Pieterse, 2019). The paper uses a combination of
literature review, text mining, interviews with sustainability and green economy experts, and analysis of
secondary data (mostly from Stats SA).

Theoretical Overview
Sustainability is defined as the ability of natural systems to withstand, stay diverse and continue to be productive
over time (Almusaed & Almssad, 2018). Sustainability enables a city to thrive and continuously meet the needs
of residents, businesses and governments. A sustainable city is “a city that meets its developmental
responsibility (social justice and urban safety) in a sustainable, spatially transformed and resource-efficient way
(natural and economic resources, and human capacity) that takes into account the limited biophysical planetary
boundaries (environmental thresholds)” (SACN, 2016: 163). Sustainable cities have the capacity to systematise
and optimise processes, in order to protect the environment, stimulate economic growth, and improve people’s
lives (Garau & Pavan, 2018).
37
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To be sustainable, cities seek to have better public transportation, protect the environment and natural
resources, improve the housing, health and well-being of their citizens, and promote digital infrastructure and
e-services, good city governance and employment creation (Garau & Pavan, 2018). An important attribute is
efficiency, which prevents unnecessary wastages and results in savings (Sodiq et al., 2019). Effective urban
governance is a necessary condition for building more productive, inclusive and sustainable cities (National
Treasury, 2017), while resilience is also central to the sustainability of cities.
The concepts of sustainable development and green economy are related but not synonymous. In this paper,
the green economy approach is recognised as a suitable pathway towards sustainable development. Urban
sustainability via urban greening first arose in the 1980s but has recently seen a revival (Simon, 2016). The
“green economy” comes in many shades of green (IPU, 2019) and has many definitions, which vary according
to the context and application. For instance, “weak” or instrumental approaches to urban greening are different
from the “strong” versions that dictate more significant transitions and transformations (Simon, 2016). At the
core of the green economy and related concepts is the emphasis on economic growth that is environmentally
sustainable and inclusive, i.e. it does not undermine social equity (UNEP, 2016). Therefore, “green cities” must
not only offer green investment opportunities, but also promote social and environmental justice (Broto, 2018).
South African cities have increasingly identified the green economy pathway as the key to achieving their
sustainability objectives. Some cities have formulated and implemented “growth and development strategies
that display pro-active thinking and planning towards sustainable cities” (SACN, n.d.: 10). These strategies
include integrated development plans (IDPs), spatial development frameworks (SDFs), and service delivery and
budget implementation plans (SDBIPs).
South Africa has made progress in rolling out green economy initiatives, as mapped out in the Green Economy
Inventory for South Africa (GEISA) study, which describes the different initiatives undertaken by the private and
public sectors (PAGE, 2017). In the first phase of the GEISA study, about 1000 initiatives were identified. As
Figure 1 shows, the majority of the projects are in the energy sector (40%), followed by transportation (15%),
and agriculture (13%). All sectors are involved in green economy initiatives, which reveals a cross-sectional
move towards sustainable development in cities, townships and rural areas.
Figure 1: Green economy initiatives identified in the first phase of the GEISA study
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Source: PAGE (2017: 84)

Institutions are not organisations
Cities evolve constantly and so need to be assessed and managed using an integrated systems thinking
approach (SACN, 2016). A city is a system that is part of a bigger system – the national system – and many
subsystems exist within a city. Systems have feedback loops, self-organisation and hierarchies (Savaget et al.,
2019). Systems are also complex, which brings unpredictability. Therefore, unless the complexity of cities is
fully understood and acknowledged, all attempts to govern them will fail (Förster & Ammann, 2018). Institutional
aspects contribute to this complexity and are important in shaping economic development processes and
sustainability outcomes. However, institutional issues have not been comprehensively integrated at national
and city level, especially in developing countries.
Page 76 of 110

In this paper, institutions are viewed as different from organisations. “Institutions” is a broad term that refers to
sets of common habits, norms, routines, established practices, rules, or laws that manage the relations and
interactions between individuals, groups and organisations (Edquist & Johnson, 1997; Fischer, 2001; Mudombi
& Muchie, 2014). In other words, institutions are the rules of the game, while individuals and organisations are
the players or actors (North, 1990). Institutions fall broadly into two categories: formally written down and
enforced rules by the state, such as constitutions, laws, and property rights; or unwritten and informally
sanctioned rules, such as sanctions, taboos, customs, traditions and codes of conduct (North, 1991;
Mantzavinos et al., 2004).
Institutional theory highlights three key pillars (Huxley et al., 2019; Scott, 1995):
• Regulatory processes are formally, enforced rules that set out explicitly how things must be done (e.g.
regulations and laws) – they are hard and fast rules that have clear demands.
• Normative processes relate to values and norms (e.g. standards, accreditation) that guide how things
should be done – they define both the goals and the appropriate ways to achieve them.
• Cultural-cognitive processes relate to the unconscious, shared conceptions, unwritten rules that set out
how things are and how things are done (habits, routines, heuristics, beliefs, cultural trends).
Institutions determine the solutions that are prioritised, the strategies and interaction of different actors, and the
heuristics of problem-solving (Savaget et al., 2019). Depending on the structure or the institutional
arrangements, institutions can facilitate or constrain sustainable development. Institutions also shape and frame
the behaviour of actors, their attributes and outcomes. As a result, properly enforced and appropriate institutions
can promote favourable outcomes needed for growth and development. For instance, “societies with welldeveloped norms of trustworthiness and the rule of law, experience better economic growth, have stronger civic
stability” and are able to attract foreign direct investment (UN-Habitat & IHS-Erasmus University Rotterdam,
2018: 89). However, unfavourable institutions can lead to wrong incentives, faulty information, inefficient and
insufficient allocation of resources, failure to resolve conflicts, and entrenched uncertainty (Niosi, 2002).

Conceptual framework
The institutional “rules of the game” is a useful framework for understanding system transitions (Huxley et al.,
2019). The institutional analysis framework developed by Dorward and Omamo (2005) seeks to understand
how institutional factors influence sustainability and green economy initiatives in South African cities (Figure 2).
The action domain comprises institutions, activities, actors, and outcomes that are set within and are influenced
by the broader environment, which includes policy and governance, physical/infrastructural, and the socioeconomic aspects (Dorward & Omamo, 2005; Mudombi & Muchie, 2014).
Figure 2: Conceptual framework

Policy
&
ENVIRONM
Governance
ENT

Physical/Infrast

Socioeconomic

INSTITUTIONS
&
THEIR ATTRIBUTES

ACTIVITIES & THEIR
ATTRIBUTES

ACTORS &
ATTRIBUTES

OUTCOMES
Source: Dorward & Omamo (2005: 64); Mudombi & Muchie (2014: 5)

Page 77 of 110

ACTION
DOMAIN
THEIR

The institutional framework shapes and determines the broader social and macroeconomic environment, which
has an influence on sustainability and green economy initiatives. Sustainable innovations struggle to replace
existing unsustainable alternatives in highly institutionalised and often mutually reinforcing processes, thereby
preventing radical structural changes (Savaget et al., 2019)
A city’s sustainability is an amalgamation of different influences from institutional actors in a city (Innes & Booher,
2000). In the transition to sustainable cities, the main actors are: government, international agencies, nongovernmental organisations (NGOs), private sector, educational, research and training institutions, and
organised labour (PAGE, 2017). These actors have different needs, roles and expectations, which may lead to
conflicts and prevent objectives from being achieved. Actors themselves are simultaneously embedded within
multiple orders, which usually have conflicting demands (Dobson, 2019).
To understand African cities, Förster and Ammann (2018: 10) employ the “grey zone” concept, which
acknowledges that the roles of various actors are not fixed: “Actors can adopt one or other role according to
how they judge a particular situation and what suits them best”.
Institutions are at play even in informal settings because “informal” does not mean no rules and chaos because
of the lack of formal regulation. The informal has its own rules, although these rules may be unwritten,
unregistered and not enforced by the city and its administration (Förster & Ammann, 2018). A good example
are informal waste pickers who contribute enormously to the green economy through waste recycling, but have
their own rules governing who and where to pick waste.

Sustainability in City Planning
IDPs define the city’s goals and how to achieve them. They give direction to public officials on how to drive city
programmes and roll out developmental projects, and also inform other stakeholders about the developmental
path the city intends to take. To understand how cities incorporate sustainability and green economy-related
aspects in their planning, the IDPs of the eight metros were analysed using text mining and content analysis
(see Annexure) to establish how frequently certain related terms are mentioned.
A word cloud was created to highlight the different sustainability-related terms found in the various IDPs for
2018/19 (Figure 3). Frequently mentioned terms include sustainability, participation, efficiency, engagement,
partnership, development, among many others.
Figure 3: Word cloud showing some of the key sustainability terms in the IDPs

Source: Authors’ composition
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The frequency of sustainability terms is shown in Figure 4. The most common term used in the IDPs is
“sustainable” followed by “sustainability”. eThekwini’s IDP has the highest frequency of the variations of the
sustainability term, with “sustainable” mentioned about 395 times.
Figure 4: Frequency of sustainability terms in the IDPs of Metros

Source: Authors’ composition

Green economy in IDPs
The frequency of green economy terms is shown in Figure 5. Unsurprisingly, eThekwini’s IDP contains the
highest number of green terms, using 12 different terms and mentioning “green economy” 27 times and
“greenhouse gases” 16 times. In contrast, only two green terms are used in the IDPs of Ekurhuleni (“greenhouse
gases” and “green city”) and of Johannesburg (“greenhouse gases” and “green infrastructure”). The “green
economy” is not mentioned in the IDPs of Ekurhuleni, Johannesburg and Tshwane, while “greenhouse gases”
does not appear in Buffalo City’s IDP. Nelson Mandela Bay’s IDP contains 11 different terms with “green spaces”
being the most common – “green spaces” is also the most common term used in Tshwane’s IDP. For Cape
Town, “green infrastructure” is the most commonly used term.
Figure 5: Frequency of green economy-related terms in the IDPs of Metros

Source: Authors’ composition
Note: To make the graph clearer, green terms mentioned only once are excluded.

Each city has mapped its own pathway to sustainability. Some metros, such as Tshwane, have created a
sustainability unit, which operates from the office of the mayor, to ensure that the mayor and executive managers
can participate and enhance coordination. Other metros focus more on the urban environment, by improving
and greening public spaces, and improving public transport through bus rapid transport (BRT) systems. Several
metros have implemented transit-oriented developments (TODs), which involve mixed land-use development
aimed at maximising access to public transport and encouraging ridership, thereby enhancing the spatial
integration of cities and inclusive urban growth (SAPOA & SACN, 2016). Johannesburg’s Corridors of Freedom
TOD initiative shows the importance of “coordination and collaboration with real estate developers within an
overall strategy and vision created by the city”, and highlights that “spatial transformation requires collaboration
between civil society, the public sector and private stakeholders” (Du & Gelman, 2018).
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Institutional stability is important for sustainability, especially when mapping the long-term development
trajectory. However, institutional instability is a significant challenge, particularly for relatively small cities (SACN,
n.d.). Long-term political and administrative instability negatively affects the ability of cities to promote spatial
transformation. For instance, in Ekurhuleni, some of the challenges are rooted in the historical amalgamation of
several long-established municipalities, which affected the power relations among actors (ibid).

Inclusion and participation in IDPs
Sustainability and the green economy concepts are intrinsically linked to inclusion and just transition issues.
Inclusiveness relates to distributional aspects i.e. the extent to which households, groups or communities have
access to benefits, are exposed to risks and participate in decision-making (UNEP 2016). The frequency of
terms relating to inclusion, which include “poverty”, “jobs”, ”women”, “SMMEs39” and “youth” is shown in Figure
6. “Jobs” was the most frequently mentioned term in all of the IDPs except for Buffalo City where “youth” was
the most frequent term.
Figure 6: Frequency of terms related to inclusion and sustainability in the IDPs of Metros

Source: Authors’ composition

Public participation in decision making improves implementation and so should not be tokenistic – cities should
be empowered to participate in planning, developing and managing their cities (SACN, 2016). Partnerships and
collaborative design and implementation across various stakeholders create shared value in South Africa’s
green economy transition (PAGE 2017). Terms associated with an enabling institutional framework include
“collaboration”, “coordination”, “partnerships”, “engagement” and “participation”. Figure 7 shows the frequency
of these terms in the IDPs. Of the eight cities, eThekwini’s IDP has the most mentions of these terms
(“partnerships” and “participation” are mentioned 158 and 155 times respectively), while Johannesburg has the
lowest mentions.
Figure 7: Frequency of institutional related terms in the IDPs of Metros

Source: Authors’ composition

The term “collaboration” is the least mentioned across all metros. Despite this, South African cities are
collaborating on some issues, but not necessarily sustainability issues. Nevertheless, various reference groups
are actively looking at energy, water, climate change, and urban safety. In addition, the Cities Support
Programme (CSP) and the adoption of the Integrated Urban Development Framework (IUDF) are contributing
to greater coordination, learning, and improving governance in metropolitan municipalities (National Treasury,
2017).

39

SMMEs refers to SMEs or small businesses.
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Household Perceptions and Challenges
People’s perceptions are important determinants in society-wide transformation towards sustainability. This
section looks at the perceptions and challenges of households that influence sustainability.
Household access to basic services is an important component of sustainability. As Figure 8 shows, between
95% and 100% of households have access to water, while over 90% of households have access to electricity
in all metros except for Buffalo City and Ekurhuleni where access is at 86%.
Figure 8: Household access to basic services

Source: Authors based on Stats SA (2017: 91–98)
Note: The percentages have been rounded off to the nearest whole number

Despite the generally high access to basic services, relatively fewer households in the metros perceive these
services to be good. This is the case for all cities and all services. For instance:
• In eThekwini and Nelson Mandela Bay, 99% of households have access to water, but only 59% and
60% respectively perceive the service as good.
• In Buffalo City, 61% of households in Buffalo City have access to refuse removal but only 39% rate the
service as good.
What this suggests is that the services may be inadequate or of poor quality. This inadequacy in basic service
provision is confirmed by the service delivery protests that are prevalent across various metros. The lack of and
inadequate services are some of the challenges experienced by households, as shown in Figure 9.
Figure 9: Challenges experienced by households

Source: Authors based on Stats SA (2017: 84)
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The cost of electricity and lack of employment opportunities are among the top three challenges for six of the
eight metros (the exceptions are Buffalo City and Mangaung). However, challenges differ in each municipality:
• Violence and crime is the top challenge in Cape Town but is not listed as one of the three main
challenges in any of the other metros except for Johannesburg (where it is ranked third), and is one of
the lowest challenges in Buffalo City.
• In Mangaung, the main challenge is inadequate sanitation services, followed by lack of employment
opportunities and inadequate roads.
• The lack of safe and reliable water, and of reliable electricity are the two top challenges in Buffalo City,
which is not the case in any of other metros.
• The cost of water is considered a challenge in Nelson Mandela Bay but less so in the other metros.
Environmental issues are strongly tied to sustainability and include pollution (air, noise etc.), littering, land
degradation and waste removal (Figure 10).
Figure 10: Environmental problems experienced by households (2016)

Source: Authors based on Stats SA (2018: 53)
Note: Percentages rounded off to the nearest whole number

•
•
•

In all of the metros, littering is one of the top two challenges, and land degradation is the top problem
in Buffalo City and Mangaung.
Pollution of any kind – noise, air and water – is not considered a major problem in Nelson Mandela Bay,
but is a problem for over a third of households in Buffalo City
The lack of waste removal is more of a problem in eThekwini, Mangaung and Buffalo City than in the
other metros.

Behaviour Change
Transitioning towards sustainability and the green economy requires more than intentions on paper in policy
documents. Perceptions and behaviours need to change in order to have a broad-scale transformation of socioeconomic and environmental systems. Indeed, radical and fundamental transformation is needed to alter the
developmental trajectory towards sustainability. This means finding new ways of doing things, from recycling to
taking mass public transport, cycling and walking in order to reduce traffic congestion, improve accessibility,
increase spatial efficiency and enhance air quality (Suleman et al., 2015).
Across the eight metros, only a small percentage of households regularly recycle (Figure 11). In 2015, Cape
Town had the highest percentage (22.7%) of households that recycle, followed by Johannesburg (16.2%) and
Ekurhuleni (12.7%). In contrast, in the other five metros, less than 10% of their households practise recycling.
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Percentage of households

Figure 11: Urban households that sort refuse for recycling (2015)
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Much more needs to be done to encourage recycling at household level. Factors that influence the adoption of
recycling include age, perceptions, education level, and income category (Stats SA, 2018). Recycling is highest
in households that are headed by individuals with a degree and/or older than 65 years, and lowest in households
that are headed by individuals who have not completed matric and/or are aged between 18 and 24 years.
Awareness about sustainability and willingness to recycle is higher among more affluent households, which also
have better access to information, than among lower income households. In lower income areas, recycling
choices are limited, while sustainability initiatives are presented differently and may be misconstrued as for the
poor – for example, informal waste pickers have a valuable role to play in recycling but are often viewed as dirty
homeless people.
Government has acknowledged the need for fundamental society-wide change in norms and behaviour if there
is to be any progress towards sustainability. The Good Green Deeds Campaign, launched by President Cyril
Ramaphosa, focuses on mobilising all stakeholders (citizens, business, industry, labour and civil society)
towards a common goal – cleaning up South Africa. As President Cyril Ramaphosa acknowledged:40
We have become the throwaway generation. Instead of putting litter into waste-bins, we toss it out onto
the streets.[…] By performing just one Good Green Deed a day, you can make all the difference.
Whether it is in recycling your waste, or conducting clean-up activities in your street, in your
neighbourhood, school, or municipality, you must be the agent of change we want and need.[…] So let
us commit today, right here and right now, that we will each do one Good Green Deed a day, for the
sake of ourselves, for the sake of others, and for the sake of our country.

Achieving the aim of this campaign will require fundamental changes in societal perceptions and behaviours,
as well as in the broader physical and social infrastructure, to allow for the alternatives. For example, recycling
is determined by the type and availability of recyclable materials, population density, the availability of buy-back
centres, and the ability of municipalities to provide adequate refuse removal services (Stats SA, 2018).
In the same vein, the historical design of South African cities significantly limits the success of some green
transport initiatives. Even if people want to walk instead of driving, they will not do so if the public spaces are
unsafe. Therefore, sustainability initiatives should not only focus on infrastructure but also adopt an integrated
systems approach that takes in account the needs of the users and the attributes of the socio-economic and
physical environment.

Government’s Policy Role
Both national and local government play important roles in policy formulation, regulation and implementation,
as well as the creation of favourable local business conditions (World Bank, 2018). South Africa has an
extensive policy and regulatory framework that seeks to promote sustainability – environmental sustainability is
enshrined in a total of 32 sub-frameworks, strategies, policies or Acts (PAGE, 2017).
The government also finances green economy initiatives. Half of the 357 green economy initiatives implemented
in the country were funded by national government, mainly by the Department of Environmental Affairs (DEA)
and Department of Transport (DoT); and a third by municipalities, with Cape Town, eThekwini, Tshwane and
Johannesburg being the most active project partners and funders (PAGE, 2017).
40

Address by President Cyril Ramaphosa at the launch of the Good Green Deeds Campaign, 8 March 2019.
https://www.gov.za/speeches/address-president-cyril-ramaphosa-launch-good-green-deeds-campaign-sisa-dukashestadium.
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Local governments play a “dual role of player and referee in the game of the green economy” (Aoyi et al.,
2016: 3), using green technologies in their operations (players), while monitoring and controlling the activities
of other players (referees). From an institutional perspective, there is a very close and overlapping interaction
between national and local government, with the broader national policy and regulatory framework cascading
down to the local level. Although municipalities might have greater authority in certain areas, national regulation
plays a significant role (World Bank, 2018). In some cases, national legislation conflicts with local government
needs, such as the need for spatial transformation. For instance, the Spatial Planning and Land Use
Management Act (SPLUMA) is not well aligned with the Subdivision of Agricultural Land Act (No. 70 of 1970)
which limits the release of land (SACN, n.d.).
Local-level institutions are intertwined with national institutions. For example, Johannesburg has many business
opportunities, but the challenges faced by foreign firms doing business in the city are more country-level (e.g.
exchange rate fluctuations, stringent labour laws) rather than city-specific (UN-Habitat & HIS-Erasmus
University Rotterdam, 2018). Therefore, a holistic approach is needed that recognises this embeddedness and
ensures alignment and congruency between the different governance levels. To provide an enabling
environment for city transformation requires that policy, fiscal, regulatory and support mechanisms be aligned
(National Treasury, 2019).

Implementation Challenges
Although some good work is being done to entrench sustainability within cities (for example, the SACN, National
Treasury, Department of Environmental Affairs (DEA), ICLEI, USAID, the Rockefeller Foundation, and C40),
these programmes are mostly at pilot and project level. And the work is happening on the periphery of the largely
unsustainable development path currently being pursued by cities. NGOs are also involved in the sustainability
and green economy space, with their roles ranging from acting as facilitators between funders and stakeholders
to being coordinators and project managers (PAGE, 2017). However, sustainability initiatives are not being
implemented on a scale large enough to bring about the required economic and societal transformation.
The challenges in implementation are due to several factors;
1. The lack of a proper understanding of sustainability – it is difficult to implement what is not understood
properly. Sustainability is often seen as an environmental, not city-wide issue, and therefore the
responsibility of the environmental department/section. As a result, programmes are planned and
implemented from an environmental sustainability perspective, instead of an integrated approach that
includes all aspects of sustainability. Furthermore, the picture of a sustainable African city is unclear,
and sustainability in African cities has to embrace African realities, such as the prevalence of informality,
that are not relevant in a Western (i.e. developed country) city context.
2. The conflict between short-term and long-term priorities. With resources that are limited, metros have
to find a balance between their normal service delivery obligations and sustainability initiatives.
However, sustainability requires long-term planning, whereas most planning processes and decisionmaking tend to prioritise short-term needs (five-year political term). In addition, some perceive
sustainability to be a luxury, not a necessity.
3. The silo mentality within cities. This results in departments working in the same area but not
communicating and not aligning their work. City departments have no incentive to cooperate, as their
targets, deadlines and key performance indicators are only related to their departmental work. The silo
mentality is further compounded by lack of political buy-in at all levels (Lall et al., 2017).
4. Corruption can negatively affect sustainability, especially spatial transformation. Urban sprawl
continues unabated, with projects being approved that are in conflict with sustainability objectives.
5. The lack of reliable and comprehensive data to inform decision-making and track progress (monitoring
and evaluation). Urban sustainability data and indicators enable city planners, managers and policymakers to understand the socio-economic and environmental impacts (and monitor the success) of
sustainability initiatives (Science for Environment Policy, 2018). Currently, there are no proper metrics
to track progress towards sustainability in South African cities. Cities do report to national government
on SDGs, but the information is inadequate and may not be appropriate or relevant at a local level, as
cities have varying characteristics and needs.
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Conclusion
National and local government plans and strategies are important in setting the direction of the intended
developmental trajectory, as spelt out by their goals and visions. To some extent these plans reveal the
willingness to undertake certain activities in order to achieve particular objectives. The metros analysed do
incorporate sustainability and green economy issues in their plans, and integrate desired attributes, such as
collaboration, coordination, partnerships, engagement, and participation. From this vantage point, a city can
normatively state the vision and goals that entrench sustainability within its fabric, making it easier to articulate
this vision to stakeholders and seek their buy-in. If something is poorly understood, it is hard to sell it. In this
regard, sustainability efforts should deliver tangible benefits that improve the well-being of people at household
and community level. As South African cities strive to become sustainable cities, they need to understand how
the institutional framework influences the success of programmes and projects including sustainability efforts.
It is not too late to remedy and avoid being locked in inefficient and unsustainable patterns of urbanisation (Lall
et al., 2017). Therefore, understanding the regulatory, normative, and socio-cultural-cognitive processes should
be part of rolling out sustainability initiatives. The following recommendations are made.

Prioritise sustainability is a cross-cutting theme
Sustainability should be seen as a cross-cutting theme, and should be prioritised when planning, budgeting,
and implementing city programmes. More resources should be allocated towards sustainability efforts.

Have a vision, storyline and champions
Political and societal buy-in are necessary for real transformation towards sustainability. Currently there is no
clear path to direct sustainability at different levels of society. What is required is a sustainability vision,
supported by a compelling storyline, with sustainability champions taking leading roles. The sustainability vision
needs to be different and reflect the realities of African cities, which may require a new development debate.
For instance, informality in cities is a growing phenomenon, for which there is no textbook answer.

Set out clear rules, regulations, policies and incentives
Institutions, as the rules of the game, should be able to incentivise desired outcomes and disincentive undesired
outcomes, by facilitating good play by actors. Therefore, it is crucial to have clearly set out rules, regulations,
policies, and incentives, and the various actors in the space need to be aware and have knowledge of them
(Mudombi & Muchie, 2014).

Eradicate the silo mentality
The silo mentality at both city and national levels needs to be eradicated. There are professionals who are able
to deliver but they are limited by the institutional constraints. Departments should work with each other and not
against each other. Properly embracing the complementarity between departments has great potential to create
synergy.

Address the institutional challenges
Local and national authorities need to nurture institutional reforms needed for effective planning and
coordination, and institutional structures must lead, rather than lag urban development (Lall et al., 2017).
Sustainability is faced with problems that are constantly mutating, and to overcome them will require pursuing
moving targets: as sustainability challenges are tackled, new ones emerge (Broto, 2018). Therefore, institutions
should be flexible enough to adjust to a fast-changing environment, as well as robust enough to withstand
manipulation by powerful elites.

Include awareness and behavior change programmes
The cultural-cognitive processes influence perceptions and behaviour, and so enhancing awareness,
knowledge and behaviour change should be part of sustainability and green economy efforts in the cities.

Develop metrics and collect data
Comprehensive and reliable data collection and reporting must be prioritised and adequately funded.
Standardised metrics for measuring sustainability at city level need to be developed and would enable better
monitoring and evaluation, as well as to measurement of progress towards sustainable development in cities.
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Annexure: Text mining and content analysis
Content analysis can codify the quantitative and qualitative data in various documents (Wen, 2014). Due to the
advances in computing, it is now relatively easier to undertake complex analysis and perform tasks such as text
mining so as to better understand information conveyed through text. Text mining is the process of extracting
actionable insights from text, by converting text from an unstructured state to a structured understandable state
(Kwartler, 2017). Text mining is increasingly being used in various fields including business analytics, media
analysis, and sentiment analysis on social media such as Twitter. Wen (2014) used text mining to understand
corporate sustainability from the annual reports of various companies, by assessing the occurrence of specific
environmental- and sustainability-related words.
Text mining has two main uses: on one hand it can be used to label documents as belonging to a class or
clustering them, while on the other it can be used to extract more detailed meaning from the document (Shmueli
et al., 2018). There are two main types of text mining namely “bag of words” and “syntactic parsing”. On one
hand, bag of words treats every word as a unique feature of the document (order, grammar, and syntax do not
matter), on the other hand, syntactic parsing is based on word syntax (Kwartler, 2017; Shmueli et al., 2018).
The bag-of-words approach was adopted in this paper.
For this paper, it was important to understand how cities incorporate and embrace the “green economy” and
“sustainability” related concepts as part of their planning. There are a number of different documents that cities
rollout to map their developmental trajectory. These strategies include integrated development plans (IDPs),
spatial development frameworks (SDFs), and service delivery and budget implementation plans (SDBIPs). This
study focused specifically on understanding how IDPs of the various metros in South Africa incorporate and
embrace “sustainability” and “green economy” concepts. The IDPs for 2018/19 review period 41 used in the study
were accessed from the National Treasury website 42. Using the bag-of-words approach, the steps 43 followed
were:
• Creating a vector of PDF files and converting it into a corpus.
• Text processing involved converting words to lower case, removing numbers, stopwords (list of
frequently occurring terms), and whitespaces. Custom stopwords were also removed, for example
green terms that were not related44 to the green economy ("green diamond", "green cape", "greenfield
development", "greenpoint rd", "greenbury primary").
• Further cleaning the text included correcting spellings. For example, green terms that referred to
something common were transformed to something similar e.g. the following ("green park", "greenery
area", "greening parks", "green heritage") were converted to "green spaces". All the words of importance
to the analysis were assessed to capture the differences due to spellings and use of synonyms.
• Assessing the text via key word in context (KWIC) and term document matrix.
• Assessing word associations through frequency of words and correlations.
• Creating summary data frames.
• Plotting facet graphs (using ggplot2) and word cloud.
The software used for the analysis was R programming.45 The following R packages were used in the text
mining analysis: tm, quanteda, qdap, ggplot2, reshape, and plyr, and extrafont.

41

Because of multiple versions of the IDP documents, it was deemed necessary for this paper to use the versions
submitted in a particular period, in this case the latest updated review was for the 2018/19 period.
42 http://mfma.treasury.gov.za/Documents/Forms/AllItems.aspx?RootFolder=%2fDocuments%2f01%2e%20Integrated%20
Development%20Plans%2f2018-19%2f01%2e%20Metros&FolderCTID=&View=%7b84CA1A01-EF8A-4DE0-8DC447D223CB5867%7d.
43 For more information on text mining refer to Kwartler (2017) and Shmueli et al. (2018).
44 These are just examples, there were many such words that were removed.
45 https://www.R-project.org
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Mobile-ising for an Inclusive Economy
Shahid Solomon and Lucky Kgwadi
Mobile technology has great potential as a means of introducing and sustaining economic well-being as
it is often perceived to be affordable, both on the demand and the supply side. It is also regarded as
being flexible with regards to usage, and as a result has relatively low barriers to entry […] The devices
are inexpensive in comparative terms, and the ability to purchase airtime either through a contract or
prepaid services makes them very accessible to the poorest in society (Hyde-Clarke: 2013: 150)

Introduction
The 4th Industrial Revolution (4IR) is disrupting almost every industry and has no historical precedent in terms
of its speed, scope and systemic impact. Mobile Information and Communications Technology (MICT) is at the
core of the 4IR. In 2016, an estimated 62.9% of the world’s population already owed a mobile phone, and in
2019 the number of mobile phone users was forecast to reach 4.68 billion people. 46 These people are
“connected by mobile devices, with unprecedented processing power, storage capacity, and access to
knowledge with unlimited network possibilities”.47
MICT is the pivotal technology of the 4IR for the following reasons:
• MICT and smartphones provide a direct personal connection with, and entry into, the digital economy
for billions of users. Smartphones are easily configured to become user interfaces or portals to digital
platforms and the “platform economy” (Parker et al., 2016).
• MICT also enables direct communication with the billions of processors that comprise the internet of
things48 that includes robotics, autonomous vehicles and smart cities.
• Mobile apps support broad access to exponential technologies, including artificial intelligence, 3-D
printing, nanotechnology, biotechnology, materials science, energy storage and quantum computing,
computational design, materials engineering, and ultimately even synthetic biology to pioneer a
“synergy between microorganisms, our bodies, the products we consume, and the buildings we
inhabit”.49
Vast increases in the size of MICT networks will be accompanied by the enhanced connectivity of 5G cellular
networks. Each generation (G) of wireless connectivity is faster, more secure and more reliable. As 5G will
achieve speeds of 1–10Gbps, its rollout will have exponential impacts on the digital economy. Cheaper and
faster devices, with more storage and linked to 5G, will support voice-activated interfaces that almost anybody
can use: “Just like using Siri, you can easily start or log in a voice-activated mobile app with voice orders instead
of clicking any button or entering any password”.50 Voice activated technology will accelerate the leapfrog effect
for non-English-speaking and less literate and numerate communities worldwide, but especially in Africa and
South Africa.
The paper explores the huge and complex space that currently exists to accelerate the township economy
through support for MICT (mobile-based digitalisation). This space is made possible through township residents
and entrepreneurs having smartphones that provide access to current and emerging global, African and local
digital platforms. These platforms provide access to powerful business systems, as well as both existing and
new markets, and may facilitate (at least in theory) convergence with the established urban economy (Sandeep,
2014). The paper offers suggestions on how government, the private sector and development agencies can
support township entrepreneurs and businesses to make the critical transition from manual and makeshift
business systems and practices to digital networks and solutions.

46

https://www.statista.com/statistics/274774/forecast-of-mobile-phone-users-worldwide/
Schwab K. ‘The fourth industrial revolution what it means and how to respond’, Foreign Affairs, 12 December 2015.
https://www.weforum.org/agenda/2016/01/the-fourth-industrial-revolution-what-it-means-and-how-to-respond/
48 Internet of Things (IoT) refers to the digital linking of inanimate objects or “the instrumentation of the physical world”
https://www.theinternetofthings.eu/chris-rezendes-inex-iot-impact-lab-breaks-new-ground-field-based-pilot-model.
49 ENC News. ‘The fourth industrial revolution: Challenges and opportunities’, 5 February 2018. https://eng.encnews.com/articles/912/
50 https://www.mockplus.com/blog/post/mobile-app-ui-design-trend
Page 89 of 110
47

The Challenge of an Exclusive Economy
The South African economy is dominated by large companies and state-owned enterprises. The Competition
Commission found that at least 70% of economic sectors are dominated by three or four large firms that have
an average market share of between 46% and 67%.51 Only 23% of the shares traded on the JSE are held
directly and indirectly by black South Africans, while foreigners own approximately 40%. This dominance by
large firms has resulted in a dual economy because of the “structural barriers to market access for new entrants
and small businesses, which contribute to their failure” (GEDI et al., 2016: 8). Township entrepreneurs in
particular struggle to penetrate existing markets.
In an exclusive economy with high inequality, daily life is far from rosy for most, with women, children and the
elderly being the hardest hit. In 2015, about 30.4 million people were living in poverty or below the upper poverty
line of R992 per person per month. One in three South Africans lived on less than R797 per month and one in
seven survived on R441 or less per month, which is extreme food poverty (Stats SA, 2017). Poverty is most
intense for black Africans, giving a specifically South African racial dimension to inequality that takes its form in
townships and informal settlements.
With a current unemployment rate of 27.1% excluding discouraged work seekers (Stats SA, 2019), South
Africa’s key problem is a pernicious skills trap. The country’s open and sophisticated economy has not been
able to create enough of the low-skilled jobs needed to reduce unemployment, while the education and training
system has not been able to up-skill the young and the unemployed to get jobs in the changing economy. This
limits growth, as a large share of the labour force is not being used, while scarce state resources are being used
for social grants.
Research by the UCT Unilever Institute of Strategic Marketing (2012) documented consumer behaviour in
“survivor” households, which are households with an income of less than R6500 per month. A staggering 70%
of the South African population and 80% of its children live in survivor households. More than 50% of the adults
in survivor households are unemployed, only 21% have a matric certificate and less than 2% have a tertiary
education. The total annual spend of these 10.5 million households is at least R225-billion (R325-billion at 2019
values). Survivor households get more than 50% of their income from social grants and tend to buy from micro
credit and spaza shops in the middle of the month and value retailers at the end of the month.
However, survivor households may be lagging economically, but they are catching up fast digitally. The digital
divide between rich and poor in South Africa is closing. In 2016, the number of South Africans using the internet
passed the 20-million mark for the first-time52 and the 30.8-million mark in January 2018 (Figure 1).
Figure 1: Key SA Digital Metrics

Source: https://hootsuite.com

In the last two years, South Africa’s smartphone penetration has nearly doubled and now stands at over 80%.
The proportion of households that use only cell phones as a means of communication has steadily increased,
from 85.5% in 2015, to 87% in 2016 and 88.2% in 2017. 53 Nevertheless, affordability remains an issue and
reflects in the internet penetration levels, which decline as income levels decline.

Omarjee L. ‘Ramaphosa eyes “explosive” growth for SA’, FIN24, 1 September 2017.
http://www.worldwideworx.com/internet2017/
53 https://www.itweb.co.za/content/GxwQDM1AYy8MlPVo
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Penetration levels are:
• 82.4% for adult South Africans who earn more than R30,000 per month (which is on par with
industrialised countries).
• 61.3% for adult South Africans who earn between R14,000 and R18,000 per month.
• 42% for adult South Africans who earn between R3000 and R6000 per month.
• Below 30% for adult South Africans who earn below R2500 per month.
A third of South African users access the internet primarily via their cell phones, and the costs, for low-income
users, remain among the highest in the world. In contrast, high-income individuals tend to buy data in large
bundles, which brings the cost down dramatically, to the extent that their data costs compare with some of the
lowest in the world. Generally, South African consumers are paying more for broadband services of lower
speeds than other emerging economies in Africa and other regions. In South Africa, 1GB of mobile data costs
five times more than in Egypt. South Africa’s high prices for internet transit also negatively affect the market in
neighbouring countries, such as Botswana, Lesotho and Zimbabwe.
Given that “[i]nternet access is becoming synonymous with economic access”,54 these high internet costs affect
the overall competitiveness of the economy, especially the township economy, and constrain the development
of e-commerce.

The Township Economy
Economic interventions can have a high impact in the township economy for various reasons (Sandeep, 2014):
• Most poor South Africans live in townships and informal settlements. In 2014, for the first time, the
majority of South Africa’s urban population lived in townships and informal settlements.
• Townships and informal settlements are places of high aspiration, upward mobility and concentration
of “Bottom of Pyramid” entrepreneurship.
• Townships and informal settlements are zones of economic convergence, and therefore growth drivers
for the economy.
Some townships are better located and integrated than others. McGaffin et al. (2015: 11) classify township
locations as follows:
• Core: relatively well located but typically with some remaining detachment from the urban economy
(in other words the location criterion is less significant).
• Periphery: on the fringe of a city or town or far from the core or another major urban node e.g.
Khayelitsha.
• Displaced: outside the urban edge of the town or city (people in the township rely on the town/city
for the purchase of goods and services and for employment).
For example, Soweto is core, Khayelitsha is periphery and Hamaanskraal is displaced.

Characteristics of township businessses
This section draws extensively on a five-year longitudinal study of nine townships 55 by the Sustainable
Livelihoods Foundation (SLF, 2016), research by Charman (2016; 2017) and Sandeep (2014), as well as the
Gauteng Township Economy Revitalisation Strategy (GPG, 2014).
Township high streets have busy pedestrian traffic and so attract businesses “such as hair care, street trade,
appliance repair, car wash and greengrocers” (SLF, 2016: 42). Transport links are also an important spatial
influence because they lead to increased pedestrian traffic and commuter flow.

Most township businesses are survivalist
Between 2010 and 2015, the number of micro-enterprises in Delft South doubled (SLF, 2016). Many of the new
businesses are survivalists, and most are operated by middle-aged women. A survey of 200 000 businesses in
Soweto found that 83% of them have turnovers of less than R10,000 a month, and 79.2% of their owners earn
less than R5000 a month. Over 40% (43.3%) of the owners earn less than R2000 a month through their
business, while less than 5% (4.4%) earn more than R15,000 per month. (Marnewick, 2014)
Timeslive. ‘Ecommerce, email low but communication‚ social networking and information drive increasing Internet
penetration in SA: study’, 19 July 2017.
55 Browns Farm, Imizamo Yethu, Vrygrond, Brown’s Farm, Delft South, Sweet Home Farm, Ivory Park, Tembisa, Thabong
and Kwamashu. The results of the study are recorded in the FIME micro-enterprise survey dataset
(www.datafirst.uct.ac.za). The data set comprises a record of 10 499 census points, 10 842 micro-enterprises, 9956 microentrepreneurs and 3819 in-depth interviews.
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Most enterprises are in the food and drink sector
Township consumers make use of businesses that fulfil the local community’s requirement for liquor and
socialisation around drinking and food (both groceries and takeaways). The main enterprises are house shops,
taverns/shebeens, spaza shops, and prepared food takeaways. The retail trade in food and drink accounts for
more than half of all micro-enterprises activities.

The services sector is important
About a third (34%) of micro-enterprises provide services. The services sector is important because the high
growth potential of these enterprises can attract youth entrepreneurs. (SLF, 2016). Examples of services
provided include airtime, hair care, car washing and recycling.

Micro-manufacturing is small scale.
Most manufacturing businesses are artisanal, making burglar bars and gates, cupboards, prefabricated “zozo”
huts, beds and mattresses (with recycled springs), and traditional dresses and shoes. A high proportion of the
active entrepreneurs are in processing activities or in construction, welding, and furniture making. These growthoriented firms exhibit relatively high rates of return to fixed capital and attract more technically skilled
entrepreneurs than do retail trade and household services, suggesting potential for future growth (Sandeep,
2014).

Access to financial services is poor
Businesses (and residents) in townships have lower access to financial services than those in non-township
urban areas. Adults living in townships are twice as likely to be under-banked than adults in non-township urban
areas, and two-thirds less likely to have a loan from a bank – one third of township businesses rely on loans
from family or friends (Sandeep, 2014). All of the township enterprises surveyed by the SLF trade only in cash
(Charman, 2017).

Local traders are being crowded out
Local production and street trading are being crowded by the arrival of supermarket chains (such as Spar, Pick
n Pay, and Shoprite) that offer superior quality and convenience (Sandeep, 2014). Spaza shops are mostly run
by immigrant entrepreneurs (SLF, 2017): only about a third of shops in Ivory Park (33%) and Tembisa (37%)
are run by South Africans. However, people “are reverting to local […] due to the rising cost of transport”,
according to a Nielsen56 study, which found that South African “modern trade” shoppers who also use traditional
trade outlets (such as spaza shops) grew from 45% in 2015 to 53% in 2016.
Even though spend is still higher in modern trade, there is strong sales growth coming through in
traditional trade outlets, SA has 2,500 modern trade outlets, including supermarkets, and 140,000
traditional trade outlets, including spaza shops. This contributed to annual retail sales of R316,5bn to
March 2017. Traditional trade in urban and rural areas accounted for 22.3% of this, or R70.5bn.
Esti Prinsloo. Nielsen consumer insights director

Pathways to growth
Entrepreneurs establish and grow their businesses through four main pathways (Charman, 2017):
• “Make work jobs”, which usually start out as livelihood strategies that enable the unemployed to make
ends meet, using whatever assets and resources are accessible and affordable. As the business
unfolds, it expands and sometimes develops to an unimaginable size.
• Acquisition of skills through on-the-job experience and access to the market or customers. Young
entrepreneurs in the entertainment sector, such as disk jockeys, acquire their skills through their hobby
of making and/or playing music, which can grow into a business as their reputation spreads.
• Strategic investment. In many cases, the investor is not involved in the running of the business because
either they have a job which provides the source of investment capital or they own other businesses.
• Family businesses, whereby the business is passed on within the extended family, such as from parents
to children. There are fewer cases of this pathway. The rationale for maintaining the business within the
family is greater when a business requires a licence, operates from a permanent structure or has
accumulated business assets.

Business Day, ‘Spaza shops growing strongly, study shows’, 26 June 2017.
https://www.businesslive.co.za/bd/business-and-economy/2017-06-26-spaza-shops-growing-strongly-study-shows/
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Limits to growth in the township economy
To revitalise many township economies would require huge investment because of the distance from
established centres and the lack of infrastructure and services, including the road network. As a result of the
high costs of transporting goods, services and people, “the logistics and supply chains to and from townships,
which are vital to manufacturing and industry, remain perpetually underdeveloped and under serviced”.57 At the
same time, the low income levels in townships make infrastructure and services (if available) “unaffordable to
the average township dweller and township business”. 58 Therefore, while the township economy may contain a
large and dense captive population, it is limited by “low effective demand, weak value and supply chain, limited
economic diversification, economic leakages and structural impediments”. 59

Township Micro and Small Businesses and Smartphones
Sandeep (2014) suggests that the urban informal economy has the potential to be an “engine” to the urban
formal economy. Economic growth could result from a growing township economy with stronger linkages with
the formalised economy. In particular, large and well-located townships hold growth and job creation potential.
It would require “building on the township economy’s comparative advantages”, such as plentiful and cheap
labour, affordable land and “a potential, still-untapped consumer market” (ibid: 62).
Converging the township economy with a modern urban economy could produce a “Virtuous Cycle of Growth”
through (Sandeep, 2014):
• Expanding the modern urban sector.
• Supporting a modernising informal sector and its integration over time with the formal urban sector.
• Promoting “arbitrage” between the two economies to ensure that capital and labour flow smoothly and
that markets are integrated.
• Strengthening the linkages between the township economy and the mainstream urban economy.
Mobile technology can play an important role in this engine. In poor countries, productivity increases by more
than four percentage points for every 10% increase in phone penetration, while GDP grows by half a percentage
point when mobile-data usage doubles.60 The impact of mobile phones on economic growth in developing
countries is twice as large compared to developed countries, and “for every 1% increase in mobile phone
penetration, national output could be expected to increase by 0.01%” (Hyde-Clarke, 2013: 150). From the
literature surveyed (Matlala et al., 2014; Perekwa et al., 2016), the following hierarchy of business impacts or
utility of MICT was identified:
Social capital impact: the basic level of utility and impact where social networks
facilitate the use of MBT as a basic requirement for entrepreneurship.

Incremental impact: improvements to business functioning and profitability

Transformational impact: new business models enabled by MICT including
mobile financial services, mobile advertising and mobile internet
Production impact: producing ICT products and services.

Two ethnographic case studies 61 illustrate the needs and opportunities that are emerging from the experience
of township entrepreneurs and the digital economy. For the purposes of this paper, ethnography refers to a
research methodology where the researcher is immersed in a social setting for an extended period, makes
Fakir E and Nqapela N. 2017. ‘Can the “township economy” be liberated?’ Polity, 8 December 2017.
https://www.polity.org.za/article/can-the-township-economy-be-liberated-2017-08-29
58 ibid
59 http://www.cogta.gov.za/cgta_2016/wp-content/uploads/2017/11/Mahlangu.TOWNSHIP-ECONOMY.SA-economicCinderella-.pdf
60 The Economist, ‘Mobile phones are transforming Africa’, 10 December 2016. https://www.economist.com/news/middleeast-and-africa/21711511-mobile-phones-are-transforming-africa-where-they-can-get-signal-mobile-phones
61 Shahid Solomon has been involved directly is Case Study #1 since 2017, when the UWC CoLab for Digital Inclusion
commissioned him to develop a research paper on the digital economy and township entrepreneurship. This research
assisted greatly in the development of this paper and the consent of Dr Leona Craffert to use this research is gratefully
acknowledged. In Case Study #2, Lucky Kgwadi was instrumental in digitally enabling entrepreneurs in the North West
Province and Gauteng.
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regular observations about the behaviour of members of that group, listens to and engages in conversations
with group members, interviews group members on issues that are not directly observable and develops an
understanding of the culture of the group and their behaviour.

Case Study #1: The UWC CoLab for Digital Inclusion
This 2015 research project explored micro and small entrepreneurs’ understanding and use of ICTs for
business, with the aim of identifying applications and utilities that could be developed to optimise activities,
improve efficiencies and reduce time costs. The project was carried out by UWC CoLab for Digital Inclusion in
partnership with Cape Information Technology Initiative (CiTi), and funded by Telkom.

Township entrepreneurs and technology
The interviewing process revealed that the micro businesses/SMEs were unfamiliar with the business and
technology concepts and terminology presented. This conceptual uncertainty and language challenges
obstructed the intended data-gathering process. Therefore, a training intervention and visual engagement board
were designed to bridge the conceptual and language barriers.
The entrepreneurs listed approximately 100 different applications that they currently use in their business
activities and identified the following challenges in using MICT:
1. Self-efficacy, which is related to competencies, awareness and understanding as perceived by the
individual participants. Participants indicated an unwillingness to explore irrelevant applications and
“waste time” learning such applications
2. Social conditions, which are related to the risks of physical and online theft, fraud, loss of information
or devices, privacy, inappropriate online behaviour etc., driven by economic considerations in society.
3. Money, which is related to the affordability of devices and data service costs, uncertainty regarding data
consumption by specific applications and services, and lack of exposure to (or familiarity with) online
payment and banking services.
4. Technology challenges, which include access, coverage, instability, affordability and availability of data
bundles from networks and service providers; the lack of awareness and understanding of application
usage; concerns over not keeping pace with technology services and the suitability of applications to
mobile context; privacy issues and resistance to change; access to and use of devices that are suited
to purposeful business activity support; technology challenges, complexity of interaction and
unnecessary data usage.;
5. Time, which relates to the issues associated with time-consuming and distracting applications and
services (e.g. social media), interruptions, time losses (perhaps due to IT issues or complexity) as well
as activity that is considered irrelevant to the business (Craffert et al., 2017).
Figure 2 displays the type of ICT used and the frequency of usage. Respondents were allowed to select one or
more of the listed technologies, as the idea was to determine how many technologies were in use and their
frequency of usage.
Figure 2: Frequency and usage of information and communications technology.

As Figure 2 shows, “traditional” technologies were still used most of the time, with basic cell phones (i.e. without
any features), and pen and paper being the common technologies used on a constant, daily basis. Another
technology that featured often (82.6% daily usage) was calculators.
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However, this data appears to be already out of date, with WhatsApp now being the preferred communications
platform, as confirmed by the iTea case study in Soweto (Masango, 2017) and Case Study #2. WhatsApp is the
biggest messaging app on the African continent and in South Africa, followed by Facebook Messenger, Skype,
Snapchat and WeChat. WhatsApp has 38 million unique mobile users, 62 which grew by two million between
2017 and 2018.
Despite the infiltration of smart phones, only 55.3% of the respondents use them daily. Respondents use both
cell phones and smartphones, reflecting the fact that some South Africans have more than one mobile device
per person – the cell phone for normal usage and the smart phone for business-related activities. Only a small
portion of the respondents used cell phones for business purposes, such as cell phone banking (8%), email
(7,5%) and Internet banking (2,4%).
Figure 3: Smartphone usage

The project found that the use of nonstandard apps retarded the development of a licensed ecosystem in the
township. Concerns over fraud and online payment services and being excluded from the formal banking sector
limited app purchases online. Suggestions for driving usage and demand for mobile devices and applications
included free Wi-Fi services, improved broadband rollout and cost-effective services. Applications, such as
WhatsApp, that provide free services encourage small township businesses to risk crossing the line to mobile
technology usage.

Training of entrepreneurs
A key finding of the 2015 project was the need to develop skills in the integration and use of digital technologies
(mobile technology specifically) for business purposes. In response to this need, the CoLab developed a training
course for township entrepreneurs aimed at using mobile technology for business. To date, more than 100
SMEs have been through the programme in Khayelitsha. The training interventions were conducted in
partnership with CiTi at their Bandwidth Barn premises as part of the Telkom Mediatech Initiative. With further
financial support from NEMISA, the programme was adapted to include online support material and was
accredited as a UWC short course.
A second initiative was the development of a training programme for township entrepreneurs (Craffert &
Solomon, 2018) that simulated the journey of launching a digital township business through three modules:
• Module 1: The Digital World: A broad understanding of the 4th Industrial Revolution, digital disruption
and its accelerating impacts on business in South Africa, with specific reference to the township
economy.
• Module 2: Our Digital Business Model: Simulated development of a digital township business model
and value proposition by each proto enterprise.
• Module 3: Hitting the Runway: Applying a digital business model and unpacking the operating model
including finance, marketing, business processes and the start-up journey or “runway”
The training programme targeted two groups of between 23 and 30 township entrepreneurs. What emerged
from the engagement and evaluation was that township entrepreneurs have an immense appetite and need for
the digital economy. As of mid-2019, almost 100% of the entrepreneurs own smart phones and use the
WhatsApp platform. Yet even the most basic and free digital marketing tools are not fully understood or used,
and so training is needed in digital marketing, digital business systems and crypto currency, cyber security and
62

https://www.kayafm.co.za/south-african-digital-users/
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e-commerce. The entrepreneurs who participated were enthusiastic about developing business concepts, which
include e-commerce businesses focusing on township markets, enablement platforms for township businesses
and a Wireless Internet Service Provider (WISP) linked to a support platform. The engagements demonstrated
the richness of township digital business opportunities.

Case Study #2: Lucky Kgwadi and Ekasi Bucks
Lucky Kgwadi is a serial entrepreneur born in Mabopane township. He completed his secondary education in
2009 and his university studies in 2011, and was named one of the Top 50 Black Entrepreneurs in 2018 by
Entrepreneurship Magazine and one of the Top 100 The Young Independents in the SADC region in 2018.
While doing his matric in 2009, Kgwadi started a garden-service business, providing gardening services to the
township community. This assisted him to raise capital that he used to start a supermarket in 2012, and a taxi
business and fast food outlet in 2014. In 2015, having noted that new malls were continuously being built and
capturing township retail business, he started a project to ensure that money remained in circulation in the
township. The idea was to introduce a complementary currency for each township, but this was not feasible
because of Reserve Bank regulations. Therefore, in 2016, he launched Ekasi Bucks,63 an e-payment system
and loyalty programme for township businesses to encourage the community to shop locally and businesses to
improve their business. Over 23 000 businesses applied to be part of programme, which gave Ekasi Bucks
confidence to start developing the Ekasi Bucks cryptocurrency on the Ethereum blockchain platform in 2017.
This was a major stepping stone to digitising the township economy, which attracted the attention of the
government and corporates.
In 2018, the company introduced Ekasi Bucks shuttles and virtual malls. Virtual malls are a multi-vendor platform
that allows any township-based business to open an online store and start selling their products within five
minutes. Entrepreneurs are able to advertise directly to customers, track orders, accept orders and payments
from the e-commerce platform, which attracted more businesses to join the platform. Ekasi Bucks Shuttles is a
transport-on-demand platform for taxis afterhours in the townships, which increased the level of convenience
and has digitised the sector. Kgwadi’s current project (Ekasi Bucks Properties) is digitising the township real
estate sector by building a platform that allows township landlords to list their available properties/space for
rental, receive possible leads, set viewing appointments, sign digital lease agreements and accept rent payment
through the platform.
Ekasi Bucks carried out an online survey and interviews with its township-based entrepreneurs operating
businesses in Gauteng and North West provinces. Some 22 entrepreneurs responded to the online survey, with
the following results:
• 92% of businesses are registered and 42% have been in business for three to five years.
• The business sectors are: retail/spaza (35%), industry/manufacturing (12%), business services (12%),
personal services (8%) and other (35%).
• Only 12% of the entrepreneurs rated their digital technology capability as excellent (“I am fully capable
with business technology), while 20% answered good (“most of my business uses available
technology), whereas 68% replied either average (38% “I am able to get along but need to know more)
or poor (30% “I really need help”).
• All of the entrepreneurs own a smartphone and use the following platforms: WhatsApp (53%), LinkedIn
and Other (20%), Google Gmail and/or Search (19%) and Facebook (8%). None of the entrepreneurs
use Instagram.
• Two-fifths (40%) of the businesses use technology for online shop management, while over a fifth (23%)
use it for digital marketing. The other uses include searching for information (15%), customer
relationship management (4%) and other (16%). None of the businesses use technology for accounting
and bookkeeping.
• Over half (54%) of the entrepreneurs would like support through business incubators and support
centres in townships, while a fifth (20%) would like training. Other support identified was through
cheaper data (12%) and personal mentoring (8%). None of the entrepreneurs requested online support.
When compared to the 2017 CoLab study, the results show improved digitalisation of township businesses,
especially using the internet for online shopping management and digital marketing. What was surprising was
that only 12% mentioned cheaper data, given the high data prices and lack of WiFi networks in townships.

Selected comments from the interviews
63

www.ekasibucks.co.za
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Growth potential of digital technology in townships
“It is growing and it creates job opportunities” (fashion designer)
“It is slow but in the next 5 years I see all our businesses operating digitally” (car wash)
“It's growing so much because I can do almost everything with my phone, meaning I can run my business, make
sales, accept card payments, scan documents etc. from my mobile phone” (hardware)
“Ever since we introduced our online shop I hardly have walk in customers, over 80℅ of my customers buy
online, so it is growing, in the two years it will be worse” (liquor store)
“Honestly, it's growing because I can now sell over 35 Kotas (bunny chow) through e-commerce on daily basis”
(fast food)

Obstacles that need to be removed
“We just need training on how to properly use the technology” (fashion designer)
“We need access to Internet and training on how to use the technology to grow our businesses” (car wash)
“We just need affordable internet” (hardware)
“We need more training on how to use new technology” (fast food)
“Education, training and access the internet” (liquor store)

Most useful digital technology support for township entrepreneurs
“Government needs to open support centres in townships so that we can get the training, and corporates should
help fund data costs and Wi-Fi networks installation” (fashion designer)
“We need training facilities and access to the Internet, the rest we'll do it ourselves” (car wash)
“I will emphasise this again, we need cheaper internet and maybe more training” (hardware)
“I personally think training is more important than all other things, if all parties can come together to assist us,
we'll grow rapidly” (fast food)
“We just need assistance with the above obstacles to be removed and our businesses will flourish” (liquor store)

Lessons from Ekasi Bucks
The experience of Lucky Kgwadi and Ekasi Bucks offers the following lessons:
• The development of Ekasi Bucks and its ecosystem of entrepreneurs was demand-driven. The technology
was developed and proliferated within the township business environment and had to sustain itself with
revenue and meet market needs. This contrasts with the supply-led approach of the iTea business directory
platform in Soweto which failed due to technology failure of the Township Economy App platform, “no
perceived value of use, and device related constraints and network related constraints”. (Masango, 2017:
9). Only 10 businesses (out of a total of 80 businesses) had made use of the platform and of these 10, five
businesses had not used the technology for more than one reason.
• The loyalty programme and add-on services gave users immediate value through participating in the
ecosystem.
• By seeking to solve township business challenges from a township digital entrepreneurship perspective,
technological innovations were developed, such as a local cryptocurrency and a virtual mall, that would be
highly replicable in more sophisticated business environments.

Conclusion
MICT is at the leading edge of the 4th Industrial revolution due to the vastly improved capability and business
impact of smartphones. In South Africa, despite high data costs, MICT penetration is very high. Smartphones
are becoming more affordable and accessible to township entrepreneurs. Smartphones give entrepreneurs the
opportunity to leapfrog the technology diffusion curve, thanks to declining prices, increased familiarity with social
applications (e.g. WhatsApp, Instagram and Facebook), and more accessible user interfaces because of the
proliferation of apps. As voice interfaces in most languages allow anybody to access the platforms, the digital
divide will radically narrow. However, township entrepreneurs will need support in the areas of training, capacity
building and entrepreneurship development linked to MICT
This convergence of factors provide an opportunity for stakeholders to make a huge impact through supporting
the township digital economy. Stakeholders include: economic development and business support government
departments, technology inclusion programmes and agencies, incubators and accelerators,
telecommunications companies wishing to extend their township footprint or build their brands, corporate social
investment and enterprise development programmes, and community organisations and business associations.
To make the digital economy more accessible to township entrepreneurs and businesses will require tackling
the high cost of data, exploring WISP partnerships, training entrepreneurs, making better use of mobile
platforms, fostering start-up cultures, supporting local IT and digital solutions companies, and developing userfriendly apps.
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Tackle the high cost of data
The cost of data is a major obstacle that will only grow with the rollout of 5G that allows for data-intensive
services. Key technologies such as blockchain and video are data intensive and will have limited benefit in
townships unless data costs can be brought down. The following is needed.
• To break the data-costs logjam between the major cellular networks (for whom the problem is
government does not provide sufficient spectrum at affordable prices) and government (for whom the
problem is the industry’s monopolistic practices).
• To develop special data packages for township entrepreneurs (by operators).
• To extend the provision by local authorities of free Wi-Fi to township high streets, major taxi ranks and
other places where township businesses are concentrated.

Develop WISP partnerships
A WISP provides short-range wireless connection to a base station, which has a broadband connection to a
fixed line network, and typically provides web hosting and email services. Currently about 200 WISPs operate
across South Africa serving 300 000 clients. A good WISP example is found in Mankosi, a remote rural
community of 6000 people in the Eastern Cape.64 Villagers were spending up to 22% of their income on
telecommunications until 2012 when the Zenzeleni Networks solar-powered wireless community network was
developed. Although developed initially in collaboration with the University of the Western Cape, Zenzeleni
Networks is run by the community. It is South Africa’s first WISP that is owned and run by a rural cooperative,
and resulted in lower data costs.

Train entrepreneurs
The CoLab case study suggests that intensive entry-level training needs to be provided in the digital economy
to support entrepreneurs to understand and navigate the concepts, language and dynamics of the 4IR. In
addition, specific training is needed on using smartphones to work with the basic suite of social networking and
business relevant apps that can provide the familiarity needed for entrepreneurs to be able to self-teach.

Promote mobile learning platforms
Mobile learning platforms can be used to support township entrepreneurs who have already achieved entrylevel digital literacy. Entrepreneurs are busy balancing many priorities, and mobile learning can take place
anywhere using only seconds of time for micro learning moments.65 Mobile phones can become portals for the
full spectrum of business support services: business skills development, access to business systems, finance,
coaching and mentoring. Augmented and virtual reality will make entrepreneurship support and training direct,
personal and customised at a fraction of the cost of classroom teaching.

Foster start-up cultures in townships
Start-up cultures need to be fostered in townships to attract the mix of ingredients or ecosystems that lead to
tech innovation, creativity and experimentation. This needs to be approached cautiously, as South Africa already
has one of the world’s most crowded markets for incubators (Levin, 2017) and it is important that township
entrepreneurs are not “boxed “in the township and are exposed to ideas, technologies and associations beyond
the township. Measures to foster a tech culture could include school competitions, hackathons and maker fairs.
For example, CiTi recently launched the I-CAN Play Centre at the Khayelitsha Bandwidth Barn.66 The Centre
has regular tournaments organised for youth in Khayelitsha, with support available for new gamers to improve
their digital skills.

Support locally owned IT and digital companies
The presence of flourishing locally owned or franchised IT and digital product companies selling in townships
will stimulate a culture of digital innovation and entrepreneurship and generate economic value chains involving
MICT. Two good examples are the Ekasi Bucks case study and the success of Silulo Ulutho Technologies 67
which evolved from being a struggling computer repair entity in Khayelitsha to becoming one of the leading IT,
business and entrepreneurial training enterprises in SA. The business now has 42 branches in three provinces
– Western Cape, Eastern Cape and KwaZulu-Natal – and 22 franchise stores.

WAPA, ‘'The rural community that built a network’, 30 April 2019. https://wapa.org.za/node/263
Gutierrez K. ‘Start thinking of micro learning moments now’, 29 November 2016.
https://www.shiftelearning.com/blog/micro-learning-moments
66 https://www.citi.org.za/spaces/bandwidth-barn-khayelitsha/
67 http://silulosite.cable-5.com/
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Develop user-friendly apps and platforms
The challenge for incubators, developers and digital labs is developing apps and platforms that are useful and
user friendly for township entrepreneurs. Such apps and platforms should consider user interfaces (apps) in
local languages and voice technologies that enable the aged and the illiterate to access the digital economy,
and focus on meeting the needs of township businesses. These include digital marketing, aggregated buying
platforms (e.g. Wish68), local social/business networks, supply chain, fintech and point of sale.
MICT has the potential to disrupt every facet of local economic development and contribute to the development
of key sectors, such as services, tourism and light manufacturing. It has a leading role to play in analytics and
research, public participation and process management. Efforts should focus on developing a self-regulating
ecosystem that attracts innovation and ingenuity and is rooted in meeting immediate needs, not supply-driven
approaches that seek to impose technology solutions based on the perceptions and experience of their
proponents.

68

https://www.wish.com/terms
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Coastal Regional Development in South Africa through
Special Economic Zones
Methembe Mdlalose

Introduction
Economic growth and urbanisation are often linked, with cities seen as the driving force for economic
development. Dynamic and efficient cities and towns foster entrepreneurialism and innovation, sustain
livelihoods, enable inclusive economic growth, and generate the tax base needed to sustain and expand public
services and amenities (Marias & Cloete, 2017; Roberts & Hohmann, 2014; SACN, 2014; World Bank, 2010).
As places of concentrated economic activity, cultural diversity, learning, innovation and creativity, cities can
enable a country to build a dynamic competitive advantage and allow its people to advance socially and
economically (Henderson & Vernon, 2011; Klaufus, 2010; Marias & Cloete, 2017; Roberts & Hohmann, 2014;
SACN, 2012; SACN, 2014; World Bank, 2010).
In South Africa, four city-regions (Gauteng, Cape Town, eThekwini and Nelson Mandela Bay) dominate the
economy, accounting for more than half the national gross value added (GVA) and 42% of the population living
in urban areas. When other cities and large towns are included, the share rises to 81.4% of the country’s GVA,
up from 79.4% in 1996, and almost 63% of its urban population, up from 53% in 1994 (NPC, 2012). Gauteng
has seen the highest growth in population and migration, followed at a distance by the Western Cape. Although
the other provinces are losing population, certain cities or towns within these provinces have attracted large
numbers of migrants, usually because of new mining opportunities or related growth sectors (ibid). For South
Africa, the challenge is to encourage growth that includes not only the large cities but also the smaller cities and
towns.
In some parts of the world, coastal regions have dominated inland regions in economic growth, suggesting a
strong correlation between the geographic advantage of the coast and industrialisation-led growth. Since the
1970s, one of the world’s longest urban coastal strips has developed in Australia, based around large industrial
and service cities. Several Southeast Queensland coastal towns in areas marketed as the “Gold Coast” and the
“Sunshine Coast” have merged and joined Brisbane (Spearritt, 2009). Other developments include the Hong
Kong to Guangzhou corridor, between Shanghai and Suzhou, and the “Tokaido megalopolis” running along the
south coast of Honshu from Tokyo to Kobe. Although many coastal cities, particularly port cities, have proven
economically resilient compared to inland cities, the growth of these towns has gradually deteriorated (Boulos,
2016). Today, many coastal cities and towns suffer from issues that have their roots in the decline of their core
industries (Spearritt, 2009).
South Africa’s largest coastal cities are Cape Town, Durban and Port Elizabeth, which are among the largest
contributors of gross domestic product (GDP), although their economic affluence has not trickled down to
neighbouring towns and cities (NPC, 2012). In fact, some economic indicators suggest that there is a
significantly increasing gap (rather than convergence) in economic growth and industrialisation between coastal
metropolitan cities and coastal secondary cities and towns. One way to reduce spatial inequality and support
inclusive coastal cities and towns is through Special Economic Zones (SEZs) that could integrate into their
respective locations, and act as growth poles that would also benefit from forward and backward linkages with
the central cities.
This paper examines SEZ development in China and Malaysia compared to South Africa and draws some
lessons for policy-makers in South Africa. It looks at how South Africa could maintain its competitive advantage
(as the highest exporter in the African continent) while exploiting diversified industrial development along the
coast. Towns and smaller cities along the South African coastline are generally located close to markets and
able to lure in domestic and foreign investment due to their ports and the potential for road, rail and sea
infrastructural advancements for exports.
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Special Economic Zones
In recent years, regional policies in both the Global North and South, have sought to reduce regional disparities
in economic activity and in income through approaches that borrow aspects of the “industrial decentralisation
through growth pole” theory (Barca et al, 2012; OECD, 2011). As the global economic environment enters a
period of radical change, a substantial spatial reorganisation of activity is likely. Peripherality has always been
one of the key causes of disparities, but technical changes in transport, communications and information
technology, together with long-term structural shifts, will allow a degree of spatial reorganisation and spread of
economic activity within cities and regions. Therefore, increasingly, the validity of conventional (spatial) models
of peripherality become questionable. Regional planning needs to be supplemented by more appropriate
polycentric concepts encompassing features of regional decentralisation (Barca et al., 2012; OECD, 2011).
Although many elements of these are already well understood, as shown in existing growth and location
theories, coherent models and operational indicators are required. These could provide a sound theoretical
basis on which to further the rebalancing of regional development, both in developed countries and even more
so in developing countries.
Alternative polycentric approaches to industrial decentralisation, such as SEZs, could also provide new
opportunities for peripheral regions, and relief from “overheating” at the core. Smaller cities, particularly
secondary cities, play a vital role in supporting the development of sub-regional and sub-national economies,
but this role appears to be misunderstood in many developing countries (Roberts & Hohmann, 2014). Moreover,
smaller city regions generally lack urban infrastructure and services (Jusoh et al., 2011).
As a result of rising inequality across regions within countries, increased attention is being paid to the spatial
outcomes of development processes (Barca, 2012; Farole & Sharpe 2017; OECD, 2006; World Bank, 2010).
The idea behind SEZs is that both investors and the host regions should be able to support the long-term
development of local industries by creating backward and forward linkages between regions and local industries
(Akinci & Crittle, 2008).The SEZ approach targets specific industries with the aim of reducing regional
disparities, increasing global competitiveness and creating sustainable employment and industrialisation (ibid).
SEZs are places where the government invests in industrial infrastructure and services in order to attract and
facilitate foreign investment, integrate local firms into global value chains, promote export-oriented growth and
generate employment. As of 2014, there were thousands of SEZ programmes in 138 countries (Figure 1),
compared to only 22 countries in 1970 (Herlevi, 2016). According to UNCTAD (2019), 5400 SEZs are found
across 147 countries (Figure 1), and more than 500 new SEZs are being planned.
Figure 1: Countries with SEZs

Source: UCTAD

SEZs come in various forms and, with the exception of single-factory export processing zones (EPZs), share
most of the same principles, i.e. “a delimited, secure area under single administration; a special incentive and
regulatory regime; and location-based incentive eligibility” (Akinci & Crittle, 2008: 11).
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Free trade zones (FTZs), or commercial free zones, are “small, fenced-in, duty free areas offering
warehousing, storage and distribution facilities for trade, transshipment and re-export operations”
(ibid).
Freeports are larger and “accommodate all types of activities, including tourism and retail sales,
permit people to reside on site, and provide a much broader set of incentives and benefits” (ibid).
Enterprise zones are aimed at revitalising “distressed urban or rural areas through the provision of tax
incentives and financial grants” and are mostly found in developed countries.
EPZs are typically industrial estates aimed primarily at producing goods destined for foreign markets.
Some EPZs are hybrid, “sub-divided into a general zone open to all industries […] and a separate
EPZ area reserved for export-orientated, EPZ-registered enterprises” (ibid).
Single factory EPZs “provide incentives to individual enterprises regardless of location”, meaning that
businesses “do not have to locate within a designated zone to receive incentives and privileges” (ibid).
Specialised zones include science/technology parks, petrochemical zones, logistics parks and airport
based zones.

In most rapidly industrialising countries, such as China, Malaysia and Indonesia, SEZs use place-based
approaches and seek both to be globally competitive and to create an environment for agglomeration
economies, by integrating their towns.

SEZs in China, Malaysia and South Africa
Table 1 shows the characteristics of SEZs in the three countries. China has significantly more SEZs that are
mostly found in coastal regions. Both China and Malaysia have diversified SEZs that are tailored to the needs
of a particular region, whereas South Africa has broadly defined industrial zones that focus on the export (rather
than the beneficiation) of raw materials. The diversification of zones in Malaysia and China contributed to the
growth of different sectors of the economy, with the establishment of specialised zones, such as high tech
development zones (HTIDZ), tourism zones (TZ), logistics zones (LZ) and manufacturing zones (MZ).
Compared to China and Malaysia, in South Africa, local government involvement in SEZs is low, and scientific
and technological infrastructure is limited. Malaysia offers high (between 70% and 100%) incentives for
investors, whereas China and South Africa have similar incentives (of 15%).
Table 1: Characteristics of the SEZs in South Africa, Malaysia, China.
Variable

South Africa

Malaysia

China

Type of SEZs

Free port (FP)
Free trade zones (FTZ)
Industrial development zones
(IDZ)
Sector development zones
(SDZ)

Export processing zones (EPZ)
Logistics zones (LZ)
Manufacturing zones (MZ)
Technological zones (TZ)
Tourism zones (TZ)

Free trade zones (FTZ)
State-level
economic
and
technological zones (SLETZ)
High tech industrial development
zones (HTIDZ)
Export processing zones (EPZ)

Very strong
Limited

Very strong
Very active

Very strong
Strong

Physical
infrastructure
around SEZ

Good

Good

Good

Scientific
technological
infrastructure
Incentives

Limited

Good

Good

Dropped from 28% to 15%

Pioneer status partial
exemption of
70% of the income tax; other
companies qualify for 100% for 5–10
years

15%

Role of government
Central government
Local government

and

Source: Author’s own

China
Over the past four decades, China has achieved rapid industrialisation and economic growth. In 1949, the
Chinese Communist Party (CCP) came into power, inheriting an uneven urban system with widespread social
problems. The CCP introduced structural reforms aimed at undoing the effects of colonialism. The ideology of
equality had a profound impact on the spatial planning of urban development in China and, despite “an uneven
urban system heavily biased toward the coastal port cities and industrial cities in the Northeast”, the government
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made progress towards a more balanced urban system (Veeck et al., 2007: 239). What seems central to
Chinese economic planning was the emphasis on industry and the concept of the “producer city” (Ma, 1976).
In the 1970s, the economic reforms and opening up of China injected new energy into coastal cities (Veeck et
al., 2007). The growth pole strategy has been a significant aspect of China’s rapid industrial development. An
open-door policy aimed at attracting foreign direct investment (FDI) helped China become globally competitive
in trade, and brought profound progress to China’s urban growth and transformation. In 1979, four SEZs were
established: Shenzhen, Zhuhai, Shantou and Xiamenin, all in proximity to Taiwan and Hong Kong. This was
accompanied by plenty of state funding for infrastructure development and various financial and legal incentives.
The coastal regions possess spatial and topographic advantages, where the returns for capital investment are
higher than in the rest of the country (Bao, et al, 2002). In 2003, China overtook the US as the leading receiver
of FDI in the world.

Malaysia
Malaysia has been viewed as one of the world’s role models for developing countries (Faaland et al., 2003;
Athukorala & Menon, 1999; Lim, 2001). Malaysia, with a 2013 GDP per capita of US$10,538, has become a
bona fide upper middle-income country (Tan et al., 2015). Since the 1960s, Malaysia has been one of the most
rapidly industrialising economies of Southeast Asia, with a high and sustainable rate of economic growth. The
adoption of the growth-centre concept in Malaysia was a means to disperse development from metropolitan
centres to less developed regions and hinterlands that had been lagging behind: this concept would later
become central to the New Economic Policy (NEP) (Wong, 1980). Under the NEP (1970–1990), regional
development planning was seen as one of the ways to eradicate poverty and restructure society socially,
economically and spatially. The policies encouraged the dispersal of industrial activities to the less developed
regions, creating new growth centres or new townships in the rural areas (Alden & Awang, 1985).
In addition, Malaysia has been in the forefront of SEZ development (Salih, 2016). In 1972, the opening of the
Bayan Lepas FTZ Penang marked the turning point for industrialisation, with FTZs being used to attract FDIs in
export-oriented industries, as in Taiwan and Korea (Chai & Im, 2009). The opening up of the FIZ with a proper
infrastructure that enabled duty-free import of goods into the zone for the production of finished products for
export, with minimal control by customs, attracted export-oriented manufacturers, particularly from abroad. The
success of Penang, which saw unemployment drop from approximately 16% in the 1960s, to approximately
2.1% in 2016, has been underpinned by the rapid expansion of the manufacturing sector. In March 2017,
Malaysia launched the world’s first Digital Free Trade Zone (DFTZ), which boasts an e-fulfilment hub at the
Kuala Lumpur International Airport (KLIA) Aerotropolis, a 405-hectare development zone focused on air cargo
and logistics, as well as the development of an aerospace/aviation cluster. The dispersal of the recent SEZs
across different corridors has created more regional economic competitiveness, productivity, and also regional
disparities.

South Africa
In 1996, South Africa introduced spatial development initiatives (SDIs) with the mandate to generate growth in
lagging regions with unrealised potential. However, the SDI programme failed to diversify into economic sectors
that were independent of the minerals-energy complex (Bhora et al., 2014) and ignored linkages to domestic
enterprises (Todes & Turok, 2018). In addition, government’s tendency to treat the SDI programme as the key
national plan of action left noticeable gaps in other sectors. In the early 2000s, South Africa rounded up the SDI
programme and introduced Industrial Development Zones (IDZs) that are tailor-made industrial precincts linked
to a seaport or airport, primarily for export-related activities (Todes & Turok, 2018). Then in 2012, the SEZ
programme was introduced, in an effort to broaden the potential of the existing IDZs and to address some of
the significant weaknesses of the programme (dti, 2012). Major hindrances with IDZs include a lack of
accountability, poor leadership and coordination across government, and the tendency to spend excessively on
projects without concrete and noticeable returns in investment.
Only six of the 15 existing and proposed SEZs in South Africa are located in coastal regions, and most of them
export raw commodities, making it hard to exploit spill-over effects into other sectors. Manufacturing has been
a speciality for some of these SEZs, particularly Coega, Richards Bay IDZ (RBIDZ) and East London IDZ
(ELIDZ), but results have been mixed. Dube Trade Port SEZ in Durban is the only coastal SEZ with diversified
functions as well as an aerotropolis. The proposed SEZ in Cape Town (Atlantis SEZ) will focus on renewable
energy and green technology, which may be an interesting deviation from the conventional South African SEZ
programme of manufacturing and raw mineral export.
Table 3 describes the characteristics of South Africa’s six coastal SEZs in Durban, Port Elizabeth, East London,
Richards Bay, Saldhana Bay and Cape Town.
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Table 3: Characteristics of coastal SEZs in South Africa
City/town

Name of SEZ

Municipality

Population

Unemployment

3 811 167

GDP
growth
0.4%

Durban

Dube Trade Port SEZ

eThekwini

Port Elizabeth

Coega IDZ

Nelson
Mandela Bay

1 271 776

0.9%

30.2%

East London

East London IDZ

Buffalo City

848 000

0.28%

35.1%

Richards Bay

Richards Bay IDZ

Umhlathuze

410 465

1.0%

31.0%

Saldhana Bay

Saldhana Bay SEZ

113 239

0.9%

17.0%

Cape Town

Atlantis SEZ

Saldhana
Bay
City of Cape
Town

4 417 451

1.6%

25.3%

28.0%

Focus
cargo terminal, warehousing, offices,
retail sector, hotels, agricultural area,
manufacturing, automotive, electronics
and fashion garments
agro-processing, automotive,
aquaculture, energy, metals logistics and
business process services sector
automotive, agro-processing and
aquaculture
aluminium, furniture, titanium, dry dock
(ship repair), and the synthetic wood
cluster
oil, gas and marine repair engineering
and logistics services
renewable energy and green technology,
wind turbines, solar panels, insulation,
biofuels, electric vehicles, materials
recycling and green building materials

Source: Author’s own

The IDZs in Port Elizabeth, East London and Richards Bay have yet to exceed expectations. All three IDZs,
which are expected to become SEZs, have suffered from ambiguous industrial and spatial policy, weak auxiliary
systems to support industrialisation, and a lack of basic infrastructure and R&D institutions (Schoeman & Roux,
2016). However, on the positive side, Dube Trade Port saw just over R12-billion of signed new investments in
2017/18. In 2016/17 Coega signed new investment worth almost R11-billion, while RBIDZ and ELIDZ each
signed R2-billion of investments.
Figure 2: SEZ value of signed new investments
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Source: Author’s own (extracted from the respective annual reports)

South Africa possesses the comparative advantage of coastal cities and towns that are connected to domestic
and international markets. South African ports are some of the largest in Africa, with Durban being Africa’s
busiest, handling 4000 vessel calls per year, which equates to about 61 million ton of cargo (Transnet, 2017).
Other seaports for trade include Saldanha Bay and Mossel Bay in the Western Cape, Port Elizabeth, Ngqura
and East London in the Eastern Cape, and Richards Bay in KwaZulu-Natal (Walker, 2018). Dotted along the
coastline are several smaller ports and harbours, of which some, such as Port Nolloth (Northern Cape), Port St
Johns (Eastern Cape) and Port Edward (KwaZulu-Natal), are being expanded and developed. South Africa
plays an important gateway role for the landlocked Southern African Development Community (SADC),
providing extensive and sophisticated maritime infrastructure that facilitates almost all their trade with the rest
of the world (Walker, 2018). Ports, such as the Port of Ngqura, are able to offer ports and infrastructure linking
the Atlantic and Indian Oceans, making it an important potential site for transshipment to other African countries
and markets.
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There is also some evidence to suggest that certain smaller cities have delivered on certain indicators faster
than their primate counterparts (Marias & Cloete, 2017). Therefore, when developing coastal regions, attention
needs to be paid to towns and smaller cities that have been selected to form part of SEZs, as well as other
coastal towns.

Conclusion
The Eastern Asia approach to SEZs has benefited both exports and domestic markets through the local value
chains created by these zones, and as a tool for coastal regional integration. China and Malaysia are two
examples of countries that have achieved rapid industrial growth through SEZs, especially along the coastal
regions. South Africa has the opportunity to move away from commodity-based industrialisation, which favours
the development of towns and cities closer to mines, towards port cities that are close to primate cities. In
adopting a spatial rebalancing approach through cluster development along coastal regions, SEZs and other
vertical and transversal programmes can be used to increase global competitiveness and domestic economic
growth, and decrease regional disparities. The development of coastal regions may equally benefit smaller port
cities and the hinterlands that are closer to the primate cities and secondary cities.
The recent SEZ programme has made some commitment to diversifying activity, unlike the previous industrial
programmes that focused mainly on the extraction of natural minerals for exportation. However, the success of
the SEZ programme in South Africa will depend on innovation, futuristic planning and the location of the special
zones. In addition to the diversification that is essential for the growth of SEZs, a place-based approach should
be pursued that emphasises the local capabilities and linkages of potential zones with local and foreign markets.
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List of Acronyms
4IR
ATO
CBD
CCP
CiTi
CoJ
CoT
CSP
DCOG
DEA
DFTZ
DoT
EDGE
EPZ
FDI
FFC
FTZ
GCRO
GDP
GEAR
GEISA
GGA
GPG
IDP
IDZ
IESP
IIED
ILO
IPU
IUDF
JMPD
KDBF
LMDS
MBO
MICT
MIG
MPTC
NEP
NGO
NIBUS
NMBM
OECD
PAGE
PPT
PSTMF
QLFS
R&D
RDP
RID
RTC
SACN
SAPOA
SAPS
SDBIP
SDF
SDG
SDI
SEDA
SEIF
SEZ
SJC

Fourth Industrial Revolution
African Traders Organisation
Central Business District
Chinese Communist Party
Cape Information Technology Initiative
City of Joburg
City of Tshwane
City Support Programme (National Treasury)
Department of Cooperative Governance
Department of Environmental Affairs
Digital free Trade Zone
Department of Transport
Economic Development and Growth in eThekwini
Export Processing Zone
Foreign Direct Investment
Financial and Fiscal Commission
Free Trade Zone
Gauteng City-Region Observatory
Gross Domestic Project
Growth, Employment and Redistribution
Green Economy Inventory for South Africa
Good Governance Africa
Gauteng Provincial Government
Integrated Development Plan
Industrial Development Zone
Informal Economy Support Programme (eThekwini)
International Institute for Environment and Development
International Labour Organisation
Inter-Parliamentary Union
Integrated Urban Development Framework
Johannesburg Metro Police Department
Khula Barekisi Development Foundation
Labour Market Dynamics Survey
Member-based Organisation
Mobile Information and Communications Technology
Municipal Infrastructure Grant
Mitchells Plain Town Centre
New Economic Policy (Malaysia)
Non-governmental Organisation
National Informal Small Business Development
Nelson Mandela Bay Municipality
Organisation for Economic Co-operation and Development
Partnership for Action on Green Economy
Project Preparation Trust
Park Station Traders Management Forum
Quarterly Labour Force Survey
Research and Development
Reconstruction and Development Programme
Retail Improvement District
Rustenburg Transitional Council
South African Cities Network
South African Property Owners Association
South African Police Service
Service Delivery and Budget Implementation Plan
Spatial Development Framework
Sustainable Development Goal
Spatial Development Initiatives
Small Enterprise Development Agency
Shared Economic Infrastructure Facility
Special Economic zone
Social Justice Coalition
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SLF
SMME
SoAP
SPLUMA
Stats SA
TOD
UCLG
UN
UNDP
UNEP
URP
WIEGO
WISP
WTO

Sustainable Livelihoods Foundation
Small, Medium and Micro Enterprise
School of Architecture and Planning
Spatial Planning and Land Use Management Act
Statistics South Africa
Transit-oriented Development
United Cities and Local Government
United Nations
United Nations Development Programme
United Nations Environment Programme
Urban Renewal Project
Women in Informal Employment: Globalising and Organising
Wireless Internet Service Provider
World Trade Organisation
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