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Introduction

The current global political economy is widely understood as a shift
of power from centralized state authorities to private firms and other
non-state entities. At the same time, integrated global financial mar-
kets play a large and increasing role in shaping outcomes in national
labour and product markets. Technological and organizational inno-
vations have been central in these trends; however, the link between
technology and social and political outcomes is not straightforward.
Technological advances may be used for transformative, construc-
tive purposes, empowering those who are typically excluded from
political processes. But they also have the capacity to exacerbate,
intensify and broaden the destructive impacts of the already power-
ful, with dire consequences for many, consequences that are difficult
to measure or document.

A focus on cities exposes linkages between Wall Street in New York,
a locus of international finance and Johannesburg, a city in which the
economic crisis that originated in the United States had local impacts
on the quantity and quality of formal and informal employment.
Contrary to the view that informal economies exist on the periphery
of national economies and are relatively unaffected by macro-level
phenomena, informal employment trends and the lived experi-
ences of the informally employed are shaped by macro dynamics.
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Street traders, particularly female traders, and their households in
Johannesburg bear a disproportionate burden from an economic
crisis that began at the desks of Wall Street speculators.

The informal economy has traditionally been viewed as the dis-
advantaged segment of a dual labour market, which expands during
downturns to absorb the formally unemployed (Sethuraman 1981;
Marshall 1987; Bacchetta et al. 2009; Gagnon 2009).1 But the infor-
mal economy does not exist only during downturns; many workers
are employed informally in the long term – these workers make up
over three-quarters of total employment in some countries – and are
directly affected by the economic crisis, through lower demand for
labour by the formal economy and rising competition among the
informally employed (International Labour Organization 2002).

As noted by Pat Horn in her presentation to the 98th session of the
International Labour Organization’s (ILO) International Labour Con-
ference in June 2009 (p. 50), informal workers may be marginalized
but they do not exist on the margins, delinked from the rest of the
economy; they too have been affected by the economic crisis.

There is a myth that these workers are somehow cushioned against
the effects of the crisis. On the contrary, informal workers, partic-
ularly women, tend to occupy the bottom of the global economy
pyramid, with less protection than their formal counterparts. Infor-
mal firms and wage-workers, in times of economic trouble, have no
cushion to fall back on and have no option but to keep on operating
or working.

While there is now some agreement that marginalized workers
have been affected by the economic crisis (Mehrotra 2009; Green
et al. 2010; Chen 2012), the impacts of the crisis on informal workers
have not been thoroughly explored. Yet, informal activity consti-
tutes one-half to three-quarters of non-agricultural work in under-
developed countries (Chen 2007). In Johannesburg an estimated 25
per cent of work is informal activity (Skinner 2005). According to sev-
eral studies of informal work in South Africa, the majority of workers
in the informal economy are men but women predominate in cer-
tain sectors, including street trading, selling food and other goods
mainly to other wage-workers (World Bank 2002; Skinner 2005; Stats
SA QLFS 2008–2010). It is crucial that the impacts of the crisis on
marginalized workers be documented, especially since their numbers
are so large and the majority are women (ILO 2002).
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Research suggests that demand for traders’ products fluctuates
depending upon macroeconomic dynamics and that traders’ liveli-
hoods are directly linked to global value chains, albeit typically at
the least profitable end (Velia, Valodia, and Amisi 2006; Webster et al.
2008). Research also indicates that there are limited strategies for cop-
ing with a changing trading environment available to self-employed
traders, rendering them among the most vulnerable workers in South
Africa.

Two of the key impacts of the global economic crisis in South
Africa are rising unemployment and reduced consumption demand,
both of which have implications for the stability and sustainability
of street traders’ self-employment. The primary impacts on traders
are lower profitability and increasing competition, making their self-
employment less secure. The global economic crisis and resultant
frozen credit markets are likely to further degrade demand conditions
for traders, as increasing unemployment reduces their customers’ dis-
posable incomes. Informal self-employment offers few coping strate-
gies to compensate for reduced demand. For example, traders cater
to people going to and from work, and therefore extending work-
ing hours is unlikely to raise income. Traders have a limited ability
to respond to a changing market environment and their households
may suffer as a result.

All street traders are vulnerable to low profits, competition and
variability in their markets but there is a gender difference in the
ways traders evaluate these effects. The study discussed in this chapter
found that while female traders did not earn lower incomes from
trading than male traders, they consistently perceive their employ-
ment to be more threatened by problems resulting from reduced
demand and increased competition. Women were more likely to live
in households that were disproportionately reliant on income from
trading: female traders’ households had fewer income earners and
their income supported more children than male traders.

This chapter explores male and female traders’ differing
perceptions of demand-based challenges to the sustainability of
their self-employment in the crisis context. The group of informally
employed workers in and around Johannesburg that I focus on is
street traders selling new clothing. The cited field research was under-
taken at the end of August 2008, the middle of the third quarter of
that year. The timing was such that the effects of the crisis were just
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beginning to unfold; therefore the fieldwork findings give an early
indication of the local impacts of the crisis. As the crisis deepened
and the impacts were more fully felt in South Africa, data shows that
demand conditions further deteriorated and likely exacerbated the
existing problems identified by traders during field research.

The South African informal economy is unusual in that it is rela-
tively small, about 10–12 per cent of the labour force, given the scale
of unemployment in the country, estimated at 33.4 per cent when
broadly defined to include discouraged work-seekers (Stats SA QLFS,
Q3 2012).2 Attempts to explain this apparent paradox generally rely
on the theory of labour market segmentation, in which ‘barriers to
entry’ such as lack of credit and poor access to training, as well as
constraints like low demand and variable income may limit not only
intersectoral mobility but entry into the informal economy (World
Bank 2002; Kingdon and Knight 2004; Skinner 2005; Cichello et al.
2006; Heintz and Posel 2008).

Therefore, South Africa offers a unique setting for examining the
impacts of an economic downturn on participation and conditions
in the informal economy. Rather than absorbing increased unem-
ployment, the informal economy may face constraints that do not
allow, or do not induce, the unemployed to enter. In such a context,
the informal economy may remain the same size or even contract as
formal jobs are lost. Statistics South Africa’s (Stats SA) labour force sur-
veys indicate that instead of seeing growth in informal employment,
as one might typically expect when formal jobs are lost, informal
employment has in fact declined at a national level (Stats SA QLFS
Q1 2008–Q1 2010).

The informal economy in South Africa, South Africa
in the global economy

The informal economy in South Africa

As noted, South Africa has a small informal economy given the scale
of unemployment identified in the South African Quarterly Labour
Force Surveys (QLFS).3 According to the most recent QLFS, conducted
from July to September 2012, the third quarter, South Africa’s official
unemployment rate is 25.5 per cent. An expanded definition that
includes discouraged work-seekers raises the unemployment statistic
to 33.4 per cent. The QLFS estimates formal employment at just over
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50 per cent of the labour force and informal employment at about
11 per cent. Street trading is the most common type of informal self-
employment activity in South Africa: in 2009, 64 per cent of informal
employment was in wholesale or retail trade (FinScope 2006; Stats
SA Q4 2009). Retail trading includes selling food, clothing, cigarettes,
book bags, shoes, compact discs and mobile phone accessories.

Much of the research on informal self-employment in South Africa
highlights labour supply-side barriers to entry and sustainability –
obstacles to starting and maintaining self-employment in the infor-
mal economy – such as lack of skills and access to capital (Becker
2004; Cichello et al. 2006). However, labour supply is only part of
the explanation. The other part is a story of constrained demand for
the goods and services supplied by the informally self-employed and
therefore limited demand for informal labour. In other words, con-
sumer demand for traders’ goods and services functions as labour
demand for the informal workers who sell them.

Understanding the macroeconomic policies adopted by South
Africa that have linked the country to the global economy helps focus
the debate not solely on ‘rational workers’ supplying labour, but onto
the limited capacity of markets to provide sufficient opportunities for
decent work, and therefore to generate sufficient consumer demand.

Thus, although labour supply-side barriers are undoubtedly impor-
tant, this chapter focuses on the demand story: weakened demand
resulting from the economic crisis, which translates into lower prof-
itability for existing self-employed street traders and little induce-
ment for new traders to enter informal trading markets.

South Africa in the Global Economy

A substantial body of literature documents the ideological and policy
shift to neoliberalism, not only in South Africa but also worldwide
although with varying articulations and outcomes. This literature
covers the usual adoption of policies of liberalization and deregu-
lation, changing attitudes of firms towards capital and labour, and
the resulting disempowerment of labour relative to capital (Crotty
2008; Mohamed 2008; Peterson 2003). In brief, firms are subject to
global competition and have increasingly become focused on short-
term returns, profits from financial gains and the minimization of
labour costs. At the same time, policymakers and investors in the
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West have championed ‘free’ markets in which state-implemented4

macroeconomic policies reduce government intervention vis-à-vis
government spending and market regulation. Firms, policymak-
ers and investors focused on high interest rates that ensure high
returns on financial investment, potentially at the expense of real
investment and job creation. The literature acknowledges that con-
tractionary neoliberal macroeconomic policies directly affect the
workforce through disempowerment, insecurity, casualization and
unemployment.

South Africa’s adoption of neoliberal macroeconomic policy has
led to the country’s increasing integration into the global economy,
exposing it to free flows of capital and what some authors refer to as
the New Financial Architecture (NFA) (Crotty 2009). When an inte-
grated financial system falters, it has regional or global effects, not
only in financial markets but also in the real economy. What began
as a housing market–based financial crisis in the United States in 2007
became a global economic crisis in 2008 (Martin 2011).

The World Bank (2008a) noted that the risks are severe for the real
economy and projected that gross domestic product (GDP) growth
would slow significantly in many developing countries. Lower invest-
ment and slower growth have exacerbated unemployment in South
Africa and could have detrimental long-term impacts. However, the
World Bank (2008b, p. 6) also reported that South Africa is ‘not look-
ing at any imminent macro crisis as the economy is robust enough
to withstand shocks’. Likewise, Xolile Guma, then South African
Reserve Bank Deputy Governor, has said the impact is indirect, ‘felt
primarily in the form of volatility in the domestic financial mar-
kets . . .’ (Guma 2008). Even if crisis impacts were indirect, however,
that does not mean that volatility is a minor problem without direct,
real economy effects. As Seeraj Mohamed (2007, p.1) writes, ‘Our
financial system may be resilient but we are taking body shots to the
rest of the economy that weakens us and may be causing long-term
obstructions to addressing structural problems in the economy’.

The economic policy that guided South Africa’s integration into the
global economy was called GEAR: Growth, Employment and Redis-
tribution. The stated goals of GEAR included increased employment,
fiscal and monetary ‘discipline’ to reduce the fiscal deficit, lower
inflation, liberalized trade and stabilization of the real exchange
rate. The intent, in part, was to attract more foreign capital, which
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would theoretically create jobs and allow for expanded access to
social services (Heintz 2003). Originally a five-year plan, core ele-
ments of the GEAR strategy continue to guide economic policy today,
although there has also been an expansion of social spending, pri-
marily on ‘general public services’ and to some degree on social
security and welfare (Burger 2007). In 2006, the government adopted
the Accelerated Shared Growth Initiative (ASGISA), which it claimed
was explicitly in contrast with ‘a Washington Consensus approach’
(Mlambo-Ngcuka 2006).5 However, Bhorat and van der Westhuizen
(2008, p. 1) note that ‘in many senses, ASGISA is continuation of
the GEAR strategy’, in that macroeconomic stability remains a top
priority and liberalized markets are presumed.

The ideology behind GEAR held that creating an attractive environ-
ment for capital will result in increased capital inflows and that these
inflows will translate into job creation. Since the implementation of
GEAR, South Africa liberalized trade and financial markets and has
attracted foreign capital. However, the type of inflows received has
left the economy susceptible to changing investor sentiment given
the mobility of capital in the global economy. The country has been
far more successful at attracting short-term capital flows, such as port-
folio flows, than foreign direct investment (FDI). FDI is preferable
to short-term flows because it is usually longer term and may create
more jobs (Grabel 2003; Mohamed 2003; Stiglitz 2005). On average,
the share of FDI in capital inflows to other developing countries is
72.7 per cent, but in South Africa FDI constitutes only 29.9 per cent
of inflows (Ahmed, Arezki and Funke 2005; Hawkins 2008). More-
over, the recent expansion of consumption of imported goods means
that the country has become increasingly dependent on inflows of
short-term capital to finance its trade deficit.

Rather than use portfolio inflows for employment-generating
productive investment, South Africa has used the money mainly
to finance household consumption of imported goods (Mohamed
2003). This has left the country with a current account deficit – at
8.4 per cent of GDP in the third quarter of 2007 and 3.5 per cent of
GDP by the third quarter of 2009 – and subject to the movement of
short-term capital flows (SARB data series KBP5380k).

The GEAR strategy has led to the adverse integration of South
Africa into the global economy insofar as short-term flows can be
destabilizing and render an economy susceptible to financial crises
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(Grabel 2001; Singh 2003). Short-term inflows raised liquidity and
allowed banks to extend credit, little of which was used for produc-
tive investment. Sharp increases of liquidity and debt are themselves
destabilizing. The openness of the economy means it is subject to
an internal boom–bust cycle fed by capital flows. But the further
problem is that as freely as short-term flows enter when the global
economy is booming they are also able to exit when the global
economy is tanking.

As Trevor Manuel, South Africa’s then finance minister, said in
Davos, in reference to all of Africa, the outlook is ‘exceedingly dif-
ficult’ (Seria 2009). The South African economy is not ‘decoupled’
from global financial markets; it is reliant on volatile short-term
capital inflows to finance debt-driven consumption largely, but not
solely, of imports. Because recent economic growth was based on the
growth of consumption demand, not on investment and employ-
ment growth, the decline in consumption means slowed growth and
job losses.

Likewise, South Africa’s informal economy is not ‘structurally dis-
connected’ from the formal economy and street traders do not exist
in a vacuum.6 Consumption-based growth created new formal jobs,
primarily in retail and services, many of which were lost due to the
crisis. The people working in these positions, as well as others who
work informally, for example as house cleaners, are street traders’
customers and their disposable income is the source of traders’ prof-
its. Had inflows been used for productive investment, South Africa
may have seen more stable economic and employment growth in
manufacturing, industry, and retail and services.

Under such conditions – slowed growth, increasing unemploy-
ment, lower demand for exports, less foreign capital and constrained
consumption demand – one would expect that more workers will be
pushed into street trading in the informal economy. The majority of
traders working in the informal economy are there primarily because
formal jobs are not available (see below; Skinner 2005). In most
countries, fewer formal opportunities will likely mean more infor-
mal enterprises. Fiess, Fugazza and Maloney (2008) find that during
downturns informal employment tends to increase but informal self-
employment can also be procyclical with formal employment under
certain conditions, such as when as expansion is driven by relative
demand in a particular sector. In South Africa, reduced aggregate
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demand could generate the same kind of procyclical behaviour
between formal and informal employment, reducing both. In this
case, slower growth, rising unemployment, less disposable income
and constrained demand result in lower income for traders and fewer
informal workers at least at a national level (Stats SA 2009; Stats
SA QLFS 2008–2010).

Given the initial disparity – very high unemployment at 33.4
per cent of the labour force and a relatively small informal economy
at about 11 per cent of the labour force – the informal econ-
omy appears to have already been under constraints which make it
unlikely to be able to absorb more workers upon a downturn, be they
newly retrenched or new entrants into the labour force.

Trends and field research

Unfortunately, as municipal-level data are not available the following
analyses build on the national and provincial trends highlighted
below. Johannesburg is located in Gauteng Province (population:
12.3 million according to Stats SA 2011)7 and when the city is
broadly defined, it includes most of Gauteng’s population. The
extended Greater Johannesburg Metropolitan Area includes the
City of Johannesburg, Ekurhuleni and several townships, includ-
ing Soweto, to cover a population of approximately 10 million.
Fieldwork was undertaken in the central business district in the City
of Johannesburg Metropolitan Municipality; Soweto, a township in
the City of Johannesburg Metropolitan Municipality; and Thokoza,
in Ekurhuleni Metropolitan Municipality.

Figure 7.1 shows that the proportion of the South African labour
force in formal employment declined from about the fourth quarter
(Q4) of 2008 to about the second quarter (Q2) of 2010, while the
proportion of unemployed and discouraged work-seekers rose during
the same period.8 While job losses appear in Q4 (October–December)
2008 in the formal economy, South Africa saw the informal economy
lose about 165,000 jobs from Q2 (April–June) to Q3 (July–September)
of 2008.

Job losses in ‘elementary occupations’ in wholesale or retail trade
amounted to 53,000 jobs, from 568,000 in Q2 to 515,000 in Q3.9

Women appear to have held, and lost, informal jobs in elementary
occupations in wholesale and retail trade disproportionately as the
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Figure 7.1 South African Labor Force, Q1 2008 to Q3 2012
Source: Stats SA Labor Force Surveys 2008–2012.

gender balance changed from 72.2 per cent women in Q2 2008 to
69.5 per cent women in Q3 2008 (shown in Figure 7.1).

Gauteng Province lost 41,000 informal jobs between Q2 and Q3 of
2008, accounting for one-quarter of the informal jobs lost nationally.
The number of people employed in informal elementary wholesale
or retail jobs fell from 119,000 in Q2 2008 to 110,000 in Q3 2008,
accounting for about 22 per cent of the informal jobs lost in Gauteng
Province (Figure 7.2).

As at the national level, in Gauteng women again appear to have
disproportionately held, and lost, these informal retail jobs. The
occupational gender balance in the province changed from 61.6
per cent women in Q2 2008 to 57.3 per cent women in Q3 2008.
(Figure 7.3)

As shown in Figure 7.4, at the national level and provincial levels,
the proportion of informally employed women fell after the second
quarter of 2008. Likewise, the proportion of informally employed
women in elementary occupations in trade fell after the second
quarter of 2008 at both the national and provincial levels.

In summary, women lost informal, elementary wholesale and retail
jobs disproportionately in the early stages of the crisis. Worryingly,
given the fieldwork findings below, in 2009 women workers in these
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occupations in wholesale and retail trade, national and provincial, percentage
women11

Source: Stats SA Labor Force Surveys 2008–2009.

occupations experienced significant losses in Gauteng, falling from
a high of 61.6 per cent of workers in Q2 2008 to a low of 45.7
per cent of workers in Q3 2009. These data tell a story of job losses
for informally employed women in retail trade in Gauteng.

The apparent lack of informal employment growth at the provin-
cial and national levels suggests that the informal economy is not
attracting – or is unable to absorb – the newly unemployed. The
larger scale trends do not, however, preclude the possibility of
increased informal activity locally. While the labour force survey data
indicates that informal employment in elementary trade dropped
from 122,000 workers in 2007, to 119,000 workers in Q2 2008, to
110,000 workers by Q3 2008 and further to 104,000 in Q4 2008, the
street traders interviewed during fieldwork in Johannesburg claimed,
almost universally, that there were more traders at the time of the
interview, August 2008, than there had been in August 2007.
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There are several plausible explanations for this discrepancy. One
possibility is that August 2008 was simply too early for traders to
observe an employment effect in spite of the labour force survey data
picking up the trend. Another possibility is that Johannesburg’s posi-
tion as the largest city in the province (and country) may mean that
its main trading areas attracted unemployed workers from other areas
in Gauteng, leaving the Stats SA data unchanged while the number
of traders in local markets in Johannesburg increased.

This chapter uses information collected during interviews with
street traders in and around Johannesburg to explore how traders
perceive demand-based constraints, such as profitability and compe-
tition. Those who were interviewed sell new clothing near transporta-
tion hubs used primarily by commuting workers. The motivation for
selecting this particular group of traders was, in part, that they may be
more sensitive to changes in demand conditions than traders selling
staple goods such as food.

This study was restricted to self-employed street traders to
understand the barriers they recall encountering when starting self-
employment and those they experience while trying to sustain
self-employment at the time of research. The respondents were
selected according to the criteria of the trader’s being self-employed,
un-registered for the value-added tax (VAT) (although some traders
held a hawkers’ permit) and selling new clothing. Semi-structured
interviews were conducted with 32 traders from three markets in
and around Johannesburg. The refusal rate was very low – only
one trader declined to be interviewed – reducing the possibility of
selection bias.

The sample size is small and is not intended to be representa-
tive of all traders at a national, provincial or even local level. With
respect to the size of the sample, it may be informative to consider
the Khayelitsha-Mitchells Plain (KMP) survey that was undertaken
by the University of Cape Town’s Centre for Social Science Research
(CSSR) and Southern Africa Labor and Development Research Unit
(SALDRU) in 2000. The survey covered 1,172 households and 4,984
individuals (Cichello 2005). According to Cichello (2005), only 181
of the 4,984 individuals surveyed are considered self-employed in
non-professional activities and only four of these sell clothing. These
numbers give a rough idea of how large a sampling universe is poten-
tially represented even by the small number of traders interviewed in
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the field research considered here. This reference is not to overstate
the representativeness of the qualitative data; it is simply to note
that although the sample is small, it makes a valuable, if narrow,
contribution to this body of research.

The traders in the sample had a current period of self-employment
that ranged from less than one year to over 20 years. Eight traders
had been self-employed for fewer than three years, 11 for between
three and seven years, and 13 for longer than seven years. The average
duration of self-employment was eight years. All of the traders were
black and 40 per cent were women.

Informal traders’ motivations and self-employment

Traders’ motivations for starting self-employment provide some
insight into the availability of income-generating opportunities. Over
60 per cent of traders became self-employed primarily due to unem-
ployment, suggesting that most traders are not ‘choosing’ to exploit
what they see as a profitable opportunity; they simply could not
find formal jobs. The lack of demand for labour in the formal econ-
omy has created a pool of unemployed people, some of whom see
themselves as having no choice but to start trading in order to gen-
erate the income required to survive. Just over 40 per cent of the
male traders reported starting trading because they saw a profitable
opportunity while nearly 85 per cent of the women trading said
they were motivated by unemployment. Several of the male traders
viewed self-employment as an entry point to having a business and
viewed themselves as entrepreneurs who would eventually begin sell-
ing more profitable items. With two exceptions, the female traders
tended to view self-employment as a necessity rather than a choice, a
way to generate income to support their households, not as a career
path. The gendered divergence in reported motivations seems, at
least in part, to be driven by the fact that women support larger
households on trading income and may have a substantively dif-
ferent experience of agency and autonomy in the decision to start
self-employment.

The number of formal employment opportunities was constrained
prior to the crisis and has only become more limited in its aftermath.
Three-quarters of the traders under the age of 30 had started trad-
ing primarily because of unemployment. One trader explained that
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young people are faced with the decision to attempt self-employment
or to become criminals, and that he himself had weighed the options,
taking into consideration the immediacy of the payout and potential
consequences.

Although most of the traders began informal self-employment due
to unemployment, this does not mean that all people who lack for-
mal opportunities are able or willing to start trading. Indeed, as noted
above, the South African employment data indicate that unemploy-
ment is very high and that the informal economy is relatively small.
One reason, among several, may be that incomes generated through
informal work are too low to attract the unemployed due to demand
constraints.

It is notable that all of the traders who identified unemployment as
the primary reason for starting trading also saw trading as a profitable
opportunity. However, many of them qualified their responses with
statements such as, ‘it is more profitable than being unemployed’, ‘it’s
better than nothing’, ‘I had no other choice’, ‘I couldn’t find another
job’ or ‘there was no choice, my family was suffering in poverty’.

Competition with formal retailers was rarely cited as a challenge for
traders when they were starting out. Traders have an advantage over
formal retailers in that they sell small quantities of goods at a time.
For example a trader might purchase a pack of four pairs of socks
and sell them one pair at a time in four separate sales. Although their
prices are higher per piece it may be more convenient for some cus-
tomers to buy items individually. Or it may be necessary: customers
may not be able to afford to purchase in larger quantities.

The reasons traders chose to sell the kind of items they sell were
mixed. When presented with a list of options, most said they thought
the market for clothing was growing at the time that they started
trading. Others said they themselves liked the items. There was lit-
tle interest in finding a niche product that no one else was selling.
On the contrary, the strategy was sometimes the opposite: rather than
finding a niche, a trader sold exactly what others sold due to the
desire to minimize the risk of losing money spent on buying stock.
One respondent in Soweto, a township south of the city centre, said
that he saw that there were many people selling caps so he thought
he would ‘try his luck’ selling caps as well. Only two of the 32 traders
manipulated their stock in a way that added value to the clothing
they sold.12 Consequently most of the traders’ offerings are fairly
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homogeneous: virtually identical caps, socks, scarves, belts and work
clothing.

Over 70 per cent of traders readily admit to mark-up price-setting
with neighbours who are selling similar goods. In such ‘thin’ mar-
kets, the profit margin is so slim that competing on price may not
be profitable. When asked how traders experience ‘competition’, the
common response was that they compete for customers – but they
would not try to convince someone to buy from them over buying
from their neighbour.

The terminology regarding competition is problematic here. The
meaning of some categories in a capitalist mode of distribution and
their meaning in what, for now, I will call a trading mode of dis-
tribution for the lack of a better term, differ. Some argue that this
kind of market is ‘hyper-capitalist’ due to its unregulated nature
(Swaminathan 1991). Others understand it as a non-capitalist rela-
tion of production and distribution due to the subsistence aspect of
many of the informal operations and the lack of capital accumulation
(Sanyal 2007). There may be a continuum under which some trading
operations fit into the categories traditionally used to understand a
capitalist mode of distribution. There are other trading operations,
however, that confound these categories and may require a substan-
tively different analysis. Instead of understanding competition in a
traditional manner as occurring through prices, it may be useful to
think of competition as the number of traders in the market.

Traders viewed attracting new customers partly as a function of
luck and most seemed resigned to the fact that a customer may or
may not choose to buy from them. In the wake of the crisis, it is
plausible that price competition has become more common as new
traders entered the market in Johannesburg, driving profits down by
lowering the mark-up amount. It is more likely however that the mar-
ket becomes more competitive by reducing the number of paying
customers per trader, either – or both – through a rising number of
traders or lower demand for traders’ goods.

Gendered perceptions of demand constraints
on sustaining self-employment

Demand-based constraints refer to externally produced challenges
that emerge from macro-level phenomena. As noted above, for
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traders, demand for the goods that they sell is experienced as demand
for labour. The demand constraints reflect broader demand condi-
tions and reveal how changes in macro-level variables play out on the
micro-level for traders. The interview data suggest that female traders
perceive weakened demand conditions to be a more significant threat
to their self-employment than do male traders.

Demand conditions have worsened in the period following the cri-
sis. Final consumption spending grew an average of 6.4 per cent per
year from 2004 to 2007 but grew only 0.3 per cent in 2008, turning
negative by the fourth quarter and dropping to –2.0 per cent in 2009
(SARB KBP6007D).

More narrowly, according to Reserve Bank data, seasonally adjusted
total retail sales at constant prices grew an average of 9.5 per cent
per year between 2004 and 2007.13 In 2008, seasonally adjusted sales
dropped 0.1 per cent in the first quarter, rose 1.8 per cent in Q2,
but dropped by 2.0 per cent in Q3 and again by 0.1 per cent in Q4.
In 2009 sales dropped in all but Q3 for a total of about 3.6 per cent
negative growth in retail sales. The figures for 2010 appear rosier,
likely due to South Africa playing host to the Soccer World Cup, but
the bump is unlikely to be permanent and sustainable. Figure 7.5
shows that growth in retail trade sales had largely been positive and
relatively strong; growth dropped significantly in a quarter-to-quarter
comparison of Q2 2008 and Q3 2008. Although general retail sales are
not a proxy for the conditions traders face per se, they offer a picture
of changing consumption demand overall.

Consumption demand can be understood as a binding constraint
for traders. If the constraint becomes tighter, traders’ earnings and
likely their household incomes will fall. Although it is not possible to
document concretely whether consumption demand has fallen for
traders, retail sales stagnated and fell, and data indicates that con-
sumer confidence dropped dramatically (SARB 2009; Stats SA 2009;
FNB/BER 2010).

From a trader’s perspective s/he may see fewer sales but that may
be due to lower consumption demand or to more competition from
new traders. While there is broad agreement among traders that
sales are relatively slow, it is not possible to separate the impact of
market-wide consumption demand from the impact of a greater num-
ber of traders in this study. Nonetheless, both falling consumption
and potential locally increased competition relate traders’ incomes to
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Figure 7.5 Quarterly retail trade sales growth, 2004–2012
Source: SARB data KBP 7086T, calculated quarterly and seasonally adjusted.

macroeconomic changes in the aftermath of the crisis: slower growth,
lower formal employment and reduced consumption spending, par-
ticularly in retail trade, all of which have micro-level impacts on
those informally employed in trade.

A comparison by the third quarter (July–September) of 2007 to
2008 reveals a drop of 1.7 per cent in seasonally adjusted retail sales.
A month-on-month comparison of August 2007 to August 2008 (the
time of the field research) shows a decrease in seasonally adjusted
retail sales of 2.1 per cent at the national level. When the traders
were asked to compare their own sales to the same time in the pre-
vious year, 75 per cent of women and 65 per cent of men said that
they made more money trading the year before. Although local con-
ditions and traders’ recollections regarding the previous year may
differ as a result of many variables, this comparison suggests that
consumption demand for traders’ goods moves in roughly the same
direction as consumption demand for retail goods overall.14 Traders
identified a number of reasons for their decreased trading income:
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fewer customers in 2008, higher prices for food and transportation
were causing business to be slow everywhere, and stock having been
confiscated by authorities.

Low profits are the most significant demand-based challenge
according to the traders, especially women. None of the women
interviewed cited low profits as a problem at the time they began
self-employment in trade, but 85 per cent identified low profits as a
major problem for sustaining self-employment. The figure for male
traders citing low profits as a major problem remained constant, at
just under 40 per cent reporting low profits had been a problem at
start-up and at the time of the survey in August 2008. Men were
more likely to report low profits as a minor problem at the time of
the survey (Figure 7.6).15

The finding that female traders are far more likely to view low prof-
its as a major problem may be driven by several factors. The first and
perhaps most important is that female traders’ households appear
to rely more heavily on income from the trading than male traders’
households.16 According to the survey data shown in Figure 7.7,
female traders have lower household incomes but women report
higher median monthly income from trading (median: R1,200;
mean: R1,373) than men (median: R1,000; mean: R1,736).17

Therefore, although women’s entry into self-employment in
trading is less likely to be motivated by the perception of trading
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Figure 7.6 Percentage of traders identifying low profits as a major or minor
problem at start-up and for sustaining their self-employment
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as a profitable opportunity, their self-employment is as profitable as
men’s. Yet the women’s household incomes are lower and they sup-
port more dependents. This reliance on trading income may incline
women to assess low profits as more threatening to the sustainability
of their self-employment and ultimately to their household’s well-
being.

Men were more likely than women to live in households with mul-
tiple income-earners. Sixty per cent of the women interviewed were
the sole earner in their household; this is true for 32 per cent of the
men. Moreover, women were also more likely to have more children
in the household. As a group, the female traders who were the sole-
income-earner for their household supported 22 children in total,
while the male single-income earners supported only two children.
Although the median household size, four members, does not vary by
trader’s sex, female traders’ households are more likely to be single-
income households that are supporting more children. Female traders
may be especially sensitive to lower profits because their households
rely on income from trading more than male traders’ households.

The problem of low profits may reflect overtrading or market
over-saturation as well as weak demand. The more traders in the mar-
ket, the lower the market share for each individual trader. Over 90
per cent of the traders interviewed said there were more traders at the
time of the survey than there were one year prior to the interviews.
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When asked specifically about competition with other traders,
intensified informal competition in the form of the number of infor-
mal competitors in the market was the only demand-based variable
identified by both male and female traders as a major problem at the
time of the survey as compared to when they started trading. Overall,
fewer than 8 per cent of the traders reported that too much infor-
mal competition (that is, other traders) was a major problem when
they started self-employment, whereas compared with 58 per cent of
traders who reported that too much competition was a major prob-
lem for sustaining self-employment in 2008. A similar proportion
of female and male traders noted that the amount of competition
was a major problem when they started self-employment. Over 75
per cent of female traders and 44 per cent of male traders report
that having too many competitors is a major problem for sustaining
self-employment (Figure 7.8).

This local-market assessment of a rising number of traders dif-
fers from Stats SA’s province-level data comparing August 2007 and
the third quarter of 2008.18 These data show that overall informal
employment and informal employment in elementary occupations
in retail and wholesale trade in Gauteng Province had declined dur-
ing this period. The contradictory findings in this study may reflect
a localized trend for newly unemployed workers to attempt to enter
informal trading in Johannesburg. It may also be that traders who
had worked elsewhere in the province too had migrated to the
city and begun trading there, increasing the number of traders in
the city but not impacting the province-level data. Similarly, immi-
grants from neighbouring countries may be more likely to start
self-employment in trade in Johannesburg, and so their effect on

100
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Figure 7.8 Percentage of traders reporting that the number of traders has
increased
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Figure 7.9 Percentage of traders identifying competition with other traders as
a major or minor problem at start-up and for sustaining self-employment

local employment may not be fully captured in the Stats SA data.
Further, a depressing impact of the crisis on employment in infor-
mal trading may follow a lag because of the potential of migration to
temporarily increase the local labour supply (Figure 7.9).

In addition to low profits and increased competition, many traders,
particularly female traders, identified variable sales as a major prob-
lem for sustaining self-employment. The number and value of sales
that a trader makes fluctuates largely based on customers’ incomes.
There are specific days and weeks in which sales are slow, and a few
of the traders said they sometimes are unable to buy stock. As in the
case of the ‘low profit’ constraint, traders reporting variable sales as
a problem varied by sex. At start-up, 33 per cent of male traders and
none of the female traders recall variable sales presenting a major
problem. At the time of the survey, variable sales represented a major
problem for 39 per cent of male traders and 77 per cent of female
traders.

The fact that variability is identified as a major problem for many
of the traders, particularly female traders, may reflect lower earnings
at the time of the survey. Because the traders already had relatively
low incomes, downward pressure on earnings is a real fear. Lulls
in sales, including anticipated lulls such as in the beginning of the
month, before customers have received their pay cheque, can result
in hardship for a trader. It can be difficult to save income to smooth
consumption when earnings already tend to be low (Figure 7.10).
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Figure 7.10 Percentage of traders identifying variability as a major or minor
problem at start-up and for sustaining self-employment

Traders’ customers usually pass by the traders’ tables on their com-
mute to or from work and demand for traders’ stock changes in
regular intervals as customers get paid at the end of the week or
a certain day of the month. The traders are sensitive to changes in
the prices of necessities and changes to their customers’ income. For
example, when petrol prices rose dramatically in May/June 2008 the
traders were directly affected because they pay for transport and food,
and indirectly affected because their customers were left with less
disposable income.19

As noted, most of the traders reported that business was worse in
August 2008 than in August 2007, and two of the most frequently
reported reasons were a decline in the number of customers and an
increase in the number of customers looking at the trader’s products
but not making purchases. For 28 per cent of male traders, customers
looking but not buying presented a major problem at the time of
start-up and a major problem for sustaining self-employment. In con-
trast, just 15 per cent of female traders reported customers looking
but not buying as a major problem at start-up, but 77 per cent
found customers not buying goods a major challenge to sustain-
ing self-employment. Customers may not have stopped coming to
the market and looking at traders’ merchandise, but they may not
be buying as much as they once were from individual traders. This
phenomenon may be due, among other things, to a decrease in
customers’ disposable income as well as an increase in the number
of traders.
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Figure 7.11 Percentage of traders identifying customers looking but not
buying as a major problem at start-up and for sustaining self-employment

During the interviews, several traders also pointed out that there
were fewer customers because people were unemployed and were
spending money only on necessities such as food and transporta-
tion. Both male and female traders reported that there were fewer
customers but female traders were far more likely to report that fewer
customers and customers looking but not buying constituted major
barriers to sustaining self-employment (Figure 7.11).

Conclusions

The research summarized in this chapter attempts to systemat-
ically analyse the linkages between state-based macroeconomic
policy, globalized markets and the informally self-employed in
Johannesburg. In particular, it aims to highlight the ways that female
street traders confront a disproportionate burden for supporting
households and to understand how this disproportionate burden
shapes their perceptions about the sustainability of their paid work.

Female traders consistently view their self-employment as more
threatened by changes in demand than male traders. There is no rea-
son women’s trading operations would actually be subject to stricter
demand constraints – indeed, women out-earn men in terms of
median income from trading. Instead, women traders may perceive
poor demand conditions as a greater threat because their households
rely more heavily on the income from trading. The survey data sug-
gest that women’s self-employment is perceived to be less secure
than men’s.
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The income generated by trading has never been high but the eco-
nomic crisis exacerbates the challenges traders confront. Traders have
limited coping strategies. They cannot increase their hours because
their customers commute only during specific times, nor can they
lower their prices in hopes of attracting more customers due to price-
setting and slim profit margins. When their earnings decrease due
to external economic forces, they have no way to absorb the shock.
Female traders and their households are likely to suffer the most
from reduced profitability because their households are more reliant
on income from trading. Traders, especially female traders, and their
households are vulnerable to begin with and are now subject to the
fallout of the economic crisis.

As noted, the impacts of the economic crisis were only beginning
to be felt in South Africa at the time of the field research. While these
traders in Johannesburg saw intensified competition in August 2008,
the crisis led to increased formal and informal unemployment at the
provincial and national levels. The South African informal economy,
constrained even prior to the crisis, is not able to absorb the newly
unemployed.

South Africa adopted ‘good’ orthodox economic policies and liber-
alized its capital account, but its reward has been integration into the
new financial architecture and its crises. Integrated global financial
markets have the power to shape national and local labour mar-
kets. Traders are among the marginalized groups that have been
largely excluded from accessing the services of financialization, but
they, and their families, suffer from the effects of the economic
crisis.

Notes

1. The dual labour market perspective is but one of several theorizations
of the informal economy. For the informal economy as an unregulated,
entrepreneurial sector, see Maloney (2004). For the informal economy
as central to the functioning of the formal economy, see Castells and
Portes (1989). For summaries see Turnham and Erocel (1990); Portes and
Schauffler (1993).

2. The official unemployment rate, which excludes discouraged work-
seekers, was 25.5 per cent in the third quarter of 2012.

3. There are some known problems with the labour force survey data,
which may result in under-counting informal activity. See Devey, Skin-
ner and Valodia (2003); Webster et al. 2008. However, these data are
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the best available at a national level. See Heintz and Posel (2008) for a
reconstructed definition of informal work using LFS data.

4. To say the policies were implemented by states is not to suggest that
this was necessarily voluntary. Many underdeveloped states were forced
to adopt neoliberal structural adjustment policies because loans from
international development organizations like the International Monetary
Fund and the World Bank were conditional upon such adjustments.

5. The government also refers to ASGISA as a ‘limited set of interventions’
and a ‘nationally shared growth initiative’, rather than a ‘government
programme’. The ASGISA website states ‘ASGISA is not a government pro-
gram but a national initiative supported by key groups in the economy:
business, labor, state-owned enterprises, government economic agencies,
entrepreneurs, and all spheres of government’.

6. Contrary to a claim of ‘structural disconnection’ by South Africa’s former
president, Thabo Mbeki (2003).

7. http://www.statssa.gov.za/Census2011/Products/Census_2011_Census_
in_brief.pdf.

8. Figure 7.3 includes data from the September 2007 Stats SA Labor Force
Survey. September 2007 was the last of the semi-annual labour force sur-
veys. Stats SA revised the survey and changed the frequency to a quarterly
survey starting in 2008.

9. In spite of street trading requiring a significant number of skills, it is
classified as an ‘Elementary sales and service occupation’ by Stats SA.

10. Data do not sum to 100 per cent of the labour force because the figures
exclude agricultural and private household workers.

11. It would be useful here to have historical data going back to at least 2004;
however, Stats SA changed its Labour Force Survey from an annual to
a quarterly survey in 2008 and made methodological adjustments that
mean that the data are not strictly comparable over time.

12. A South African male in Soweto made sandals and a South African female
in Thokoza added Zulu beading to clothing she sold.

13. Calculated from SARB monthly retail sales index KBP7086T. This differs
slightly from the SARB annual data due to rounding. These data are only
available at the national level.

14. This does not eliminate the possibility that consumers to switch ‘upward’
from purchasing from traders to purchasing from formal stores when
incomes increase (decreasing trader-level demand) and ‘downward’
towards traders when incomes fall (increasing trader-level demand) –
countercyclical movement. I have no data to document how strong this
effect might be. Given the evidence that is available, it appears unlikely
that the countercyclical effect would outweigh the pro-cyclical impact.

15. The gender finding is not a statistical anomaly resulting from a systematic
refusal of women to report minor problems or of men to report major
problems. Seventy per cent of women and men reported minor problems
and all traders reported major problems in response to survey questions.
While it is possible that women are more likely to report that barriers are
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major problems, the result is not driven by differences in reporting by
women and men that are identifiable in these data.

16. Although the income figures are corroborated by income data from other
similar surveys such as Tissington (2009), these data are to be taken with
caution due to the small sample size. While all 32 traders provided infor-
mation on income from trading for an average month, two of the 32
traders were unable or unwilling to provide estimates for a ‘good month’,
a ‘bad month’ or household income.

17. Men record a higher mean (median: R1,000; mean: R1,736) due to two
outliers that skew the men’s mean upward excluding the two outliers,
results for male respondents record a median of R1,000 and a mean of
R1,176.AQ1

18. August 2007 is reflected in the Stats SA Labor Force Survey done in
September 2007.

19. The impacts of speculation-driven crises in commodities markets in
2007/2008 and the housing market in 2008/2009 in the United States
probably overlap and interviews likely picked up the effects of rising food
and petrol prices in addition to the impacts of the financial crisis. This
does not, however, lessen the value of the field research in linking street
traders to global markets particularly given evidence that financial specu-
lation in kets for food drove price increases (Lagi, Bar-Yam, Bertrand, and
Bar-Yam 2011).AQ2
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QUERIES TO BE ANSWERED BY AUTHOR (SEE MARGINAL MARKS)

IMPORTANT NOTE: Please mark your corrections and answer to
these queries directly onto the proof at the relevant place. Do NOT
mark your corrections on this query sheet.

Chapter 7

Query No. Page No. Query

AQ1 187 Meaning of the sentence “Men

record a higher mean . . . mean of
R1,176” does not seem to be clear.
Please check.

AQ2 187 Please check if any words are miss-

ing in the sentence “This does not,
however, . . . increases”.




