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Foreword

For trade unions not only in Africa but the world over, rising unemployment,
underemployment and, as a result, the spread of informal economic survival
activities have become a huge challenge. In confronting this challenge, labour
unions are usually divided in their response to the informal economy. Should
they welcome the fact that at least some jobs are created, even though they
are generally precarious and badly paid? Should they accept the informal economy as a fact
of life and make contributions for the people living and working there? Or should they adopt a
hostile attitude and try to make sure that the rules of the formal economy like labour laws and
minimum wages apply? Should they fight double standards and the “race to the bottom” in the
formal economy? Or should they just ignore what is happening there as “none of our (core)
business”?

Nothwithstanding a fair number of commendable initiatives and a lot of conference rhetoric
about “organising the unorganised“, by and large trade unions have tried to do the latter, namely
ignoring the situation, hoping the phenomenon would eventually melt away, like ice in the sun.
As we all know, this hasn‘t happened and is unlikely to happen in the near future. What is happening,
particularly in Africa, is that formal jobs are on the decline, union membership is on the decline,
while the informalisation of the economy continues. The question then is, what should organised
labour do, if the phenomenon cannot just be wished away?

The answer to that is not as simple and as straightforward as one might think. Calls for a stronger
trade union presence in the informal economy tend to overlook that the classic trade union
toolbox (negotiations on wages and conditions, stoppage of work to support demands) cannot
easily be applied in the informal economy. Operating in an informal environment requires new
and different ways of organising, different kinds of services to members and an openness to
enter into alliances with other stakeholders. As a first step, trade unions must understand the
situation in the informal economy. Secondly, they must be able to answer the question if, where
and how they can create value to potential members there. Trade unions must develop a clear
understanding of what their roles could be, identify their potential and limitations in relation to the
informal economy.

The Namibian trade unions and their main federation, the National Union of Namibian Workers
(NUNW) have indicated their political will to start intervening in the informal economy of the
country. However, in order for the unions to make informed decisions and to develop a workable
strategy, the need for basic research on the situation in Nambia‘s informal economy emerged.
After a NUNW policy development workshop on Trade Unions and the Informal Economy in 2005,
where many of the basic questions remained unanswered, the Friedrich-Ebert-Stiftung (FES)
therefore supported LaRRI to conduct a study which firstly analyses the situation of workers,
independent operators and micro-business owners in the informal sector from a trade union
perspective; and secondly critically evaluates the possibilities for trade union intervention by
taking into account the experience of other African countries, such as Ghana.

The results of this study are presented in this book. They provide not only a wealth of information
on the characteristics and the problems of the informal economy in Namibia, but also analyse
and outline some of the challenges and possible solutions for effective trade union involvement
in the informal economy. As such, these results are an excellent starting point for a further strategy
debate within trade union circles. We look forward to a continued co-operation with LaRRI on this
issue.

Hubert RHubert RHubert RHubert RHubert René Schillingerené Schillingerené Schillingerené Schillingerené Schillinger
RRRRResident Resident Resident Resident Resident Representativeepresentativeepresentativeepresentativeepresentative
FFFFFriedrich-Ebertriedrich-Ebertriedrich-Ebertriedrich-Ebertriedrich-Ebert-----StiftungStiftungStiftungStiftungStiftung
Namibia OfficeNamibia OfficeNamibia OfficeNamibia OfficeNamibia Office
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Executive Summary

The main aim of the study was to examine the possibilities for trade union intervention in the
informal economy. A total of 488 interviews were conducted with operators and workers, as well
as trade unionists and informal economy associations in order to ascertain the working condi-
tions and possibilities for trade unions intervention. The study covered employment relations,
working conditions, incomes, knowledge and membership of trade unions and informal economy
associations. A literature review was conducted to help broaden the understanding of the na-
ture of the informal economy.

To date, there is no universally accepted definition of the informal economy because of its
complex nature. Thus countries have adopted country-specific definitions which suit their
conditions. In Namibia, the informal economy is defined according to the definition given by the
1993 ILO International Labour Conference of Labour Statisticians which defined it as “enterprises
which typically operates at low level organisation, with little or no division between labour and
capital as factors of production, expenditure for production often is not distinguished from
household expenditure” (MOL 2001:5). All the economic activities operating outside the
recognised institutional framework are classified as informal economy operations. Furthermore,
enterprises in the informal economy are generally small in terms of output and employment,
tend to be labour intensive, use very little or no capital and skills, operate without proper business
premises and mostly operate long working hours which exceed the minimum working hours as
stipulated by the Labour Act (Loc. cit.).

The literature reviewed revealed that the informal economy continues to play a significant role in
terms of employment in most developing countries, especially in Africa. The historic perception
that the existence of the informal economy was a temporary phase which countries experience
during economic depression was unfounded. The informal economy continues to grow and
expand, even in countries that have experienced economic growth. Furthermore, it is estimated
that most jobs created in many developing countries in the 20th century were in the informal
economy.

The growth and expansion of the informal economy can be attributed to many factors. These
range from the inability of economies to achieve substantial economic growth, experiencing
jobless growth, which is a direct result of adopting capital-intensive technology over labour-
intensive technology. Furthermore, the adoption of neo-liberal economic policies, which result in
the promotion of capital over labour and increasing flexibility of the labour market, contributes
greatly to the growth and expansion of the informal economy.

Although national labour laws are supposed to cover informal economy workers, these workers
do not enjoy the protection of such laws due to lack of knowledge of these rights and their highly
vulnerable economic position. Due to a decreasing membership base, some unions have
extended their organising horizon to the informal economy. For instance, in countries like Ghana
and Zimbabwe, trade unions have been involved in the informal economy for a number of
years. Organising strategies differ from country to country, but the most prominent one is where
the unions organise both the operators and the workers through informal economy associations.
Interviews with the Ghana Trades Union Congress (GTUC) revealed that this is the best strategy to
adopt in organising the informal economy.

Our study revealed that more than half of the operators in the informal economy in Namibia
were women, which confirms the general trend that the informal economy is female-dominated.
A gender analysis on the nature of business and occupation revealed that there was a gender
division of labour. For instance, female operators dominated retailing businesses whereas males
dominated manufacturing and repairs.
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Young people dominate the informal economy. This is not surprising as Namibia has a high youth
unemployment rate, thus young people who cannot find work in the formal economy are turning
to the informal economy for survival.

Unlike in the formal economy where businesses can borrow money from financial institutions, this
is not the case in the informal economy. The majority of operators interviewed used their own
capital to start their businesses or borrowed from relatives or friends. This was mainly due to the
fact that many of them had not approached any credit facilities because of lack of knowledge
about such facilities or because their businesses did not require start up capital. Furthermore,
there were gender specific differences regarding the sources of capital to start businesses. More
males used loans or grants whilst females used their own savings.

Almost half of the operators interviewed indicated that they operated from open spaces at the
market or on the street, whilst others operated in temporary structures that they had erected
within their own homes. Only few had a permanent structure.

The choice of premises of operation was mostly influenced by the affordability of space and the
availability of customers as some operators preferred to operate at places where they had easy
access to their customers. The majority of the operators were dissatisfied with the operating
premises because the premises were either too small, or because they were exposed to bad
weather and dust, which spoilt their goods.

Most operators indicated that their businesses operated between six to seven days a week for
not less than 8 hours per day.

Very few operators employed workers as the incomes made by operators in the informal economy
were generally low. On average, operators earned monthly incomes of about N$ 1450. A cross
analysis of the number of people employed by operators and the incomes they made on a
monthly basis revealed that the operators with higher incomes were more likely to have people
working for them.

The low incomes made by operators were also reflected in the wages of informal economy
workers who earned monthly average incomes of N$ 375.50 with the majority of the workers
earning below the average incomes.  A gender analysis of incomes earned revealed that female
workers, regardless of the fact that they had higher educational qualifications still earned lower
wages than males with the same or lower qualifications.

The working conditions of workers in the informal economy were characterised by long working
hours, low salaries, lack of employment contracts, lack of benefits such as medical aid and paid
maternity leave. Furthermore, the majority of workers were not registered with the social security
commission, thus making them more vulnerable during times of sickness and pregnancy.
Regardless of the long working hours, the majority of the workers were not compensated for
working overtime. However, more than half of the operators provided benefits to their workers in
the form of food, accommodation, transport, annual leave (which is taken “as the need arises”)
and assistance during times of difficulty.

As Namibian unions have not extended their organising horizon to the informal economy, it was
not surprising that most workers and operators had no knowledge of trade unions.  However, the
majority of respondents expressed their willingness to become members of trade unions and
thus welcomed trade unions’ intervention in the informal economy. Those who did not welcome
unions were suspicious of trade unions motives as they felt that the trade unions would not be
able to help them as they had failed their current members in the formal economy. Others
feared that they could not afford to pay membership fees and that becoming members of
trade unions would result in a loss of jobs.
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Interviews with trade unionists and informal economy associations revealed that there was no
official working relationship between them, although both agreed that they were willing to work
together. Both shared similar sentiments that informal economy operators and workers were
vulnerable and thus needed protection, which could be provided for by the unions and the
associations.
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Introduction

To date, trade union organising is still limited to the formal economy, thus excluding the informal
economy. The Namibian informal economy survey shows that the informal economy now
accounts for over a hundred thousand operators and workers (MOL: 2001). These latest Namibian
statistics, together with world trends show that the growth of the informal economy has prompted
trade unions to consider ways and means of intervenion. However, a systematic intervention has
to be based on a situational analysis of the informal economy and the possible role of trade
unions in Namibia.

Objective of the study

The main objective of the study was to examine labour conditions in the informal economy and
to explore possibilities of trade union intervention.

Specifically, the study aimed to:
• Define the informal economy

• Identify the working conditions and main problems experienced by the informal economy

workers and operators

• Assess access of informal economy operators and workers to social security

• Examine the access to support services for informal economy operators

• Draw on the international experiences on trade union intervention strategies in the informal

economy with Ghana as a reference point

• Examine the employment relationships within the informal sector in Namibia

• Reveal the impact of the growth of the informal sector for trade unions

• Examine the possibility of co-operation between trade unions and organisations operating

in the informal economy

Research methods

The study used a combination of both qualitative and quantitative research methods with
structured questionnaires (for workers and operators) and unstructured questionnaires (for key
informants). Furthermore an in-depth literature review was conducted on the topic to reveal
experiences in other countries. The structured questionnaires were analysed, using the SPSS
programme.

The sample

The study has a national character as it covered key regions where the level of informal economy
activities is significant. These regions are Khomas, Ohangwena, Oshana and Omusati. The
industries covered are agriculture, manufacturing and wholesale and retail trade, and repair of
motor vehicles.

A total of 448 interviews were conducted covering 235 workers and 213 operators. The sample
included more females (250) than males (198), which is in line with the composition of the
informal economy.
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Literature review

The informal economy at a glance

It is estimated that the informal economy in Sub-Saharan Africa accounts for between 40-60 per
cent of urban employment. In 1990, 21 per cent of Sub-Saharan Africa’s 227 million labour force
was working in the informal economy (Horn, Motala & Xaba 2002: 22), but this figure is likely to
have increased by now.  A study conducted by the International Labour Organisation (ILO)
estimates that 93% of the urban jobs created in Sub-Saharan Africa during the current decade
will be in the informal economy (ILO 2002).

The informal economy in Namibia

In Namibia, the latest informal economy survey (2001) estimates the total number of informal
economy operators and workers to stand at around 132 607 compared to about 280 000
workers in the formal economy (MOL 2001 & Jauch 2004: 16).  Most informal economy workers
are women (70 433 or 53,1%).  This number is smaller compared to the levels of the informal
economy in other Sub-Saharan African countries such as Ghana. The bulk of informal economy
operators are found in rural areas (81 775) compared to only 50 831 found in urban areas. The
informal economy is structured in such a way that it has more operators (85 302) than workers (47
305). Most informal economy operators (47%) are involved in the wholesale and retail sector
(which basically covers the buying and selling of goods), in manufacturing of food products, in
the beverages industry (18.9%) and agriculture (11%) which includes growing crops; market
gardening; horticulture, farming of animals and other agricultural activities.

Defining the informal Economy

Defining or describing the informal economy is considered one of the toughest jobs and
distinguishing it from the formal sector is even harder (Van der Linden, 1993). What might be
considered informal in one country might not apply in another. Some have defined it by using
the poverty approach, while others use the size of the business and the number of employees.
Some use unregistered status and inability to pay tax as guidelines to define the informal economy.

The ILO defines the informal sector as:
“““““VVVVVererererery small scale units pry small scale units pry small scale units pry small scale units pry small scale units producing and distributing goods and seroducing and distributing goods and seroducing and distributing goods and seroducing and distributing goods and seroducing and distributing goods and services,vices,vices,vices,vices,
and consisting larand consisting larand consisting larand consisting larand consisting largely of independent, selfgely of independent, selfgely of independent, selfgely of independent, selfgely of independent, self-employed pr-employed pr-employed pr-employed pr-employed producers in urbanoducers in urbanoducers in urbanoducers in urbanoducers in urban
ararararareas of developing countries, some of whom also employ family laboureas of developing countries, some of whom also employ family laboureas of developing countries, some of whom also employ family laboureas of developing countries, some of whom also employ family laboureas of developing countries, some of whom also employ family labour
and/or a few hirand/or a few hirand/or a few hirand/or a few hirand/or a few hired worked worked worked worked workers or apprers or apprers or apprers or apprers or apprentices; which operate with verentices; which operate with verentices; which operate with verentices; which operate with verentices; which operate with veryyyyy
little capital, or none at all; which utilise a low level of technology andlittle capital, or none at all; which utilise a low level of technology andlittle capital, or none at all; which utilise a low level of technology andlittle capital, or none at all; which utilise a low level of technology andlittle capital, or none at all; which utilise a low level of technology and
skills; and which generally prskills; and which generally prskills; and which generally prskills; and which generally prskills; and which generally provide verovide verovide verovide verovide very low irry low irry low irry low irry low irregular incomes and highlyegular incomes and highlyegular incomes and highlyegular incomes and highlyegular incomes and highly
unstable employment to those who work in it” (ILunstable employment to those who work in it” (ILunstable employment to those who work in it” (ILunstable employment to those who work in it” (ILunstable employment to those who work in it” (ILO 1991, quoted inO 1991, quoted inO 1991, quoted inO 1991, quoted inO 1991, quoted in
TTTTTorrorrorrorrorres 1998).es 1998).es 1998).es 1998).es 1998).

Due to the many facets of the informal economy, the best approach is to have country specific
definitions. The Namibia Informal Economy Survey (2001) defines the informal economy using
the 1993 ILO International Conference of Labour Statistician (ICLS-93):

“The informal economy units/enterprises typically operates at low levelThe informal economy units/enterprises typically operates at low levelThe informal economy units/enterprises typically operates at low levelThe informal economy units/enterprises typically operates at low levelThe informal economy units/enterprises typically operates at low level
orororororganisation, with little or no division between labour and capital asganisation, with little or no division between labour and capital asganisation, with little or no division between labour and capital asganisation, with little or no division between labour and capital asganisation, with little or no division between labour and capital as
factors of prfactors of prfactors of prfactors of prfactors of production, expendituroduction, expendituroduction, expendituroduction, expendituroduction, expenditure for pre for pre for pre for pre for production is ofoduction is ofoduction is ofoduction is ofoduction is of tententententen
indistinguishable frindistinguishable frindistinguishable frindistinguishable frindistinguishable from household expenditurom household expenditurom household expenditurom household expenditurom household expenditure. Similarlye. Similarlye. Similarlye. Similarlye. Similarly, capital goods, capital goods, capital goods, capital goods, capital goods
such as buildings or vehicles may be used indistinguishably for businesssuch as buildings or vehicles may be used indistinguishably for businesssuch as buildings or vehicles may be used indistinguishably for businesssuch as buildings or vehicles may be used indistinguishably for businesssuch as buildings or vehicles may be used indistinguishably for business
and household purposes. Land household purposes. Land household purposes. Land household purposes. Land household purposes. Labour rabour rabour rabour rabour relations wherelations wherelations wherelations wherelations where they exist are they exist are they exist are they exist are they exist are basede basede basede basede based
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mostly on casual employment, kinship or personal and social rmostly on casual employment, kinship or personal and social rmostly on casual employment, kinship or personal and social rmostly on casual employment, kinship or personal and social rmostly on casual employment, kinship or personal and social relationselationselationselationselations
rather than contractual arrangements with formal guarantees.rather than contractual arrangements with formal guarantees.rather than contractual arrangements with formal guarantees.rather than contractual arrangements with formal guarantees.rather than contractual arrangements with formal guarantees.
FFFFFurururururthermorthermorthermorthermorthermore, these units are, these units are, these units are, these units are, these units are not re not re not re not re not registeregisteregisteregisteregistered under specific forms ofed under specific forms ofed under specific forms ofed under specific forms ofed under specific forms of
national legislation. Thernational legislation. Thernational legislation. Thernational legislation. Thernational legislation. There is no complete set of accounts maintainede is no complete set of accounts maintainede is no complete set of accounts maintainede is no complete set of accounts maintainede is no complete set of accounts maintained
(MOL 2001: 5).(MOL 2001: 5).(MOL 2001: 5).(MOL 2001: 5).(MOL 2001: 5).

The informal economy covers a multiplicity of activities and different types of relationship to work
and to employment (quoted by WIEGO 2005:5). Economic activities range from home-based
work, street vendors, entrepreneurs who employ other workers, self employed and casual workers
whose work is seasonal or who work in out-sourced industries. The informal economy is
characterised by a lack of legislation; the employment of persons not active in the formal
economy and working conditions and salaries that are often insecure and little or no access to
social security (ILO 2002: 21). The precarious nature of work in the informal economy results in the
low earnings of the workers. In Namibia, for example, the Namibia Informal Economy Survey
(2001) found that earnings in the informal economy were as low as N$ 50, with the majority of
the workers earning below N$ 1000 and only few workers earning above N$ 2000. According to
Kanyenze et al (2003), most of the operators and workers within this sector are at the bottom of
the economic and social ladder, which is reflected in their low incomes.  Informal economy
workers further remain vulnerable due to the non-application of laws and the absence of collective
bargaining.

Due to the heterogeneity of the informal economy, the best description is provided through a
classification according to the following employment status categories (Chen et al 2002: 4-5):

1.1.1.1.1. Non-wage workers
• Employers including:
– Owners of informal enterprises
– Owner operators of informal enterprises

• Self-employed, including:
– Heads of family business
– Own-account workers
– Unpaid family workers

2.2.2.2.2. Wage workers
• Employees of informal enterprises
• Domestic workers
• Casual workers without a fixed employer
• Home workers (also called industrial outworkers)
• Temporal and part-time workers
• Unregistered or undeclared workers
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This classification of the informal economy employment status already shows the complex nature
of employment relationships within this sector. For the purpose of policy analysis, in addition to
employment status, informal workers should be classified according to the industry or sector in
which they work and their place of work (Chen et al 2002: 6).

The concept of “informal economy” has generated significant debate. Some have raised concern
about the use of this concept by stating that it is judgmental, giving the impressions that those in
it are irresponsible and unreliable (quoted in Kanyenze et al: 12). Some trade unionist have
pointed out that the traditional concept of “informal sector” is flawed and misleading as it seems
to suggest uniformity, whilst in reality the sector is diverse. The whole debate on the terminology
of the informal sector led to the defenders of the concept adopting the term “informal economy”.

Historical Overview of the informal economy

The term informal economy was first used in a study in Ghana in 1971 by the British economist
Keith Hart and later by the ILO in Kenya in 1972. The informal economy was seen as a transient
phenomenon as it was believed that those found in the informal economy would move into the
formal economy. However as time passed and as statistics have indicated, the informal economy
has grown and remained with us. As the informal economy became prominent, the international
community was faced with a dilemma as to whether to promote the informal economy as a
provider of employment and incomes or seek to extend regulation and social protection to it.

The importance of the informal economy1

The informal economy accommodates about two thirds of the economically active population
in developing countries. In Sub-Saharan Africa and Central America the informal economy supplies
about 60 to 75% of urban non-agricultural jobs. In Ghana for instance, the informal economy is
reported to account for about 90% of the country’s labour force. This indicates that the informal
economy plays a very big role as a job provider. Furthermore, the inability of the formal economy
to create new jobs has led to new entrants turning to the informal economy as a source of
survival. Unlike the formal sector where production tends to be more capital intensive, production
in the informal economy involves human labour capital due to the application of low levels of
technology. Thus the informal economy has the potential for creating more employment, as it is
more labour intensive.

Those who are employed in the informal economy receive on the job training and education.
The system of apprenticeship serves as a means of skills transfer and development.

The informal economy is a source of income for both operators and workers. It provides about
one quarter to one third of all urban incomes in most Sub-Saharan African countries. Furthermore,
the informal economy serves as a primary or sole source of income for some income earners,
as a secondary source of income for underpaid formal economy workers and as a social security
system for non-wage earners and the aged who can no longer work. Goods produced in the
informal economy directly serve the needs of the local population through affordable prices for
goods and services that cater for the needs of the poor.

Another important function of the informal economy is that is acts as a political stabilizer. High
levels of unemployment can lead to political instability as those who are unemployed can rise
up against those in power. Thus with the presence of the informal economy, those who cannot
find jobs in the formal economy have an alternative which can provide them with a means for
survival.

1 This section is based on Britwun, A. (2005). Reader prepared for the Center for Development Studies, University of Cape Coast.
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Globalisation and its effect on informality

Globalisation has contributed to the growth of the informal economy in many developing countries
in a number of ways. The proponents of globalisation encourage developing countries to open
up their economies, claiming that this will lead to greater economic benefits.  However, the
realities have shown that globalisation, which is characterised by “free market” policies and high
levels of capital mobility, has had a detrimental effect on Africa.  Some African economies
experienced economic decline while others achieved jobless growth (for example Botswana,
Namibia and South Africa), where despite economic growth rates, no significant job creation
took place in the formal economy.  Thus the majority of the school leaving youth could not find
jobs and were forced to join the informal economy for survival. Other consequences of
globalisation that have contributed to the growth of the informal economy are:
• The substitution of formal employment relationships with more informal employment

relationships (creation of part-time jobs, subcontracting and casualisation of jobs).
• Financial and economic crises, which have aggravated the unemployment situation by

pushing a large number of workers into the informal economy.
• The deregulation of economies and labour laws which actively strengthens the power of

capital over labour.
• Neo-liberal economic reforms being adopted by African countries in a bid to cope with for-

eign debt and budget deficits. This usually happens through structural adjustments programmes
(SAPS), which have led to public sectors being downsized with the majority of the workers either
being retrenched (and then forced to join the informal economy as a second option) or
forced to accept a change in their employment status from full-time employees to part-time,
casual or sub-contracted workers. It is worth noting that the majority of people who suffer  the
consequences of public sector downsizing are women as they tend to be concentrated in
jobs perceived to be non-core to the organisations’ operations (i.e. cleaning).

• One of the characteristics of global capital is its ability to re-organise production. This is done
through the employment of a core labour force of management and highly skilled staff whilst
having the rest of production (which is labour-intensive) performed by sub-contractors, home-
workers and casual workers in different countries. The main rationale behind the re-organisa-
tion of production is the reduction of labour costs. This has consequences for individual work-
ers and trade unions. Firstly, workers loose any form of benefits and job security that they would
be entitled to if they were directly employed by the company on a full-time basis. Secondly,
unions find it difficult to organise these workers because they are not in a formal employment
relationship. Thus trade unions have experienced shrinking membership as a result of “flexibil-
ity” programmes of Transnational Corporations. For example, the decline of trade union den-
sities in most industrialised countries in the 1980s and 1990s was as a result of the restructuring
of the formal sector and the deregulation of the labour market.

Economic policies and their impact on the informal economy

Until recently, there was a widespread notion that mainstream economic policies do not have
an impact on the informal economy. This notion is based on the assumption that the informal
economy is comprised of either survival activities by the poor or illegal activities by people
seeking to avoid the law. An example of policies which effect the informal economy are the
trade and industry policies which provides incentives to large formal business to increase
international competitiveness. Small businesses in the informal economy in the same industry do
not enjoy such benefits. The export promotion incentives (such as tax incentives, subsidies and
services in export processing zones) are not offered to smaller business in the informal economy
and the impact of such incentives on smaller informal businesses is negative. In effect, the EPZ
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incentives subsidise large (mostly foreign owned) business, granting them benefits not available
to small informal business operators.

There are four functional areas of policy that have been identified as having direct or indirect
effect on the informal economy in which progressive policy makers should improve the situation
of informal workers:
1.1.1.1.1. Macro-economic policies that would balance incentives, tax burdens and statutory benefits

between small and big enterprises.
2.2.2.2.2. Urban policies and regulations (urban policies are land use or zoning policies; regulation

and registration of businesses; provision of basic infrastructure facilities; and the establishment
and governance of municipal markets that are formulated through a consultative process
that gives those who work in the informal economy a voice.

3.3.3.3.3. Labour standards and legislation that guarantees at least core labour rights for all
informal sector workers

4.4.4.4.4. Social protection policies, which extend coverage to the informal sector workers (Chen et
al 2002).

The above-mentioned policies are areas in which progressive policy could improve the situation
of informal economy workers. Present policies are biased towards capital over labour and big
business over small enterprises. Clearly there is a need for the assessment of the impact of
existing policies and the need for supportive economic policies as these policies impact on the
informal and formal economies differently.

The goals of any policy framework for the informal economy workers should include the following
aspects:
• Recognising and increasing the rights of informal sector workers to be covered by core

labour standards and labour legislation.
• Promotion of informal economy organisations and the representation of informal economy

worker organisations in relevant policy-making forums.
• Provision of social protection to informal economy workers by extending existing schemes

or designing new schemes.
• Promotion of opportunities for informal economy workers to increase their assets, productivity

and competitiveness through access to skills, credits and markets.



7

Who should/can intervene?

There are many stakeholders who can intervene in the informal economy, but this paper will
focus on three that are particularly relevant from the labour movement’s perspective. These are
the informal economy associations, trade unions and non-governmental organisations. The
question of intervention is an issue which should be important for trade unions when examining
the growth of the informal economy and shrinking trade union densities. There are certain strategic
questions and issues which need to be addressed by trade unions before they can attempt any
intervention strategies within this sector. The most important question that unions need to ask
themselves is whether they are the right organisations to intervene and if so, at what level they
can intervene. The ability of trade unions organising the informal economy remains questionable
since trade unions in Namibia and elsewhere have traditionally focused exclusively on the formal
sector.

Another important factor that unions need to take into consideration is the nature of the
relationships of employment within this sector, which differs considerably from the ones in the
formal economy. Keeping this in mind, it becomes imperative for trade unions to understand the
characteristics of the informal economy and to resolve some serious strategic questions such
as:
• Should informal workers be organised in separate unions or associations?
• Should trade unions get involved with the self-employed?
• What services can trade unions offer to self-employed producers and traders?
• Can the rights won for formal economy workers be extended to informal economy workers?
• Keeping in mind that many trade unions in developing countries have limited funds and

personnel, should and can they stretch their limited resources to cover a new group of
workers when they can barely serve their existing membership? (Chen et al: 2002; 16).

• What is the rationale behind organising the informal economy? Is it to “formalise” the informal
economy or to integrate the informal economy into the formal economy?

• What segments or categories of the informal economy are being targeted?

According to Gallan (ILO 2002: 25) there are two approaches towards the organisation of the
informal economy. The first option is for an existing union or union federation to extend its organising
scope and include informal workers. The second one is for informal economy workers to form
their own unions (self-organisation). An example of informal workers who have organised
themselves is the Self-Employed Women’s Association (SEWA) in India. This association was started
in 1972 with few members and now has over 400 000 members in five Indian federal states.
SEWA is a union, a women’s movement and a cooperative movement which has created an
infrastructure of flanking services such as vocational and trade union training programme at
different levels; a cooperative bank providing micro credit etc. There are mutual benefits for
trade unions and the informal economy workers based on a successful organisation of the
informal economy. Successful organisation allows workers in the informal economy to improve
their standard of living, working conditions and social protection and the union to increase their
negotiating power by retaining a large unionisation density.

The need to organise the informal economy

As mentioned earlier, jobs in the informal economy account for more than 60 per cent of all
urban employment in Africa. Furthermore, there are two main reasons why informal economy
workers need to be organised. The first one is that the workers within the informal economy need
to enjoy their basic rights, they need protection through legislation and they need social security
(Nathan 2002: 1). Informal economy workers, just like formal economy workers have rights and
they should have the freedom to exercise these rights just as workers in the formal economy. In
many instances, informal economy workers do not exercise these rights as they are not organised,
and thus cannot defend their rights.
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The second reason is the continued survival of the labour movement, which is threatened by the
decline of trade union density in most countries as a direct result of the deconstruction of the
formal economy and the deregulation of the labour market  (WIEGO 2005: 4). This simply means
that the stabilisation of what remains of the trade union movement in the formal economy now
depend on the organisation of the informal economy so that the labour movement can retain
its power to influence policies in favour of all workers. Furthermore, the traditional concept of
worker, reflected in the legislation of many countries is based on a direct employee/employer
relationship. As this relationship is being replaced by a variety of more diffused and indirect
relationships in the process of production, trade union organising can no longer focus primarily
on the employment relationship but should focus instead on the worker and his/her needs for
protection (WIEGO 2005: 5).

Efforts to be undertaken by trade unions

Some unions have taken action with regards to organising workers within the informal economy,
for example in Ghana. A popular strategy used is the promotion of the participation and
representation of women in trade unions through structures that accommodate their dual
responsibility of work and family. Including female trade unionists should also form part of the
organisational adjustment of unions, as there are more women in the informal economy (ILO
2002: 18). The Namibian Informal Economy Survey (2001) found that women (either as workers
or as operators) dominate in the informal economy. So in terms of organising strategies, trade
unions should formulate their organising strategies tailored to meet their target group, which are
predominantly women. Some unions target the informal economy with awareness campaigns,
which promote workers’ knowledge about their rights. Trade unions can also provide services
such as legal representation, micro credit and health care (ILO 2002: 3).

Challenges facing unions in their attempts to organise the informal sector

Due to the complex nature of the informal economy, there are several challenges that unions
will face in their attempts to organise this sector. The first challenge is the promotion of solidarity
and organisation of workers in the informal economy so that they can establish effective institutions
to defend their rights and promote their interests. The effective organisation of workers within this
sector will in itself pose another more complex challenge as family enterprises have different
employment relationships than formal enterprises. For example, will it be possible for a son
employed by his father to strike or demand a higher salary? The second challenge, which has
already been mentioned, lies within the unions, particularly their ability to bolster their limited
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operational resources and to train their organisers to identify the problems and the needs of
informal economy workers (ILO 2002: 18). This will require trade unions to strengthen their
operational resources and to train their organisers to identify the problems and needs of the
informal economy workers and operators. In the Namibian case, informal economy operators
cited the following difficulties (outlined in terms of importance):
• Non-payment of debts
• Transport problems
• Lack of management skills
• Lack of capital equipment
• Unavailability of credit facilities
• Lack of raw materials
• Inaccessibility of credit facilities
• Lack of skilled personnel
• Heavy taxes and licence fees
• Lack of markets
• Difficulties with existing regulations/laws
• Lack of spare parts

Trade union might have to assist in the creation of professional associations, the creation of
mutual benefit societies and cooperatives and the establishment of micro credit funds. Once
they organise the informal economy successfully, unions will need to put support measures in
place aimed at consolidating and sustaining the newly formed informal sector unions or
associations. Regardless of these challenges, it is worth noting that some experiences (like the
case of Ghana) have shown that the unionisation of the informal economy is an achievable
goal.
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Worker’s Views and Experiences

Section A: Characteristics of the sample

A total number of 235 workers were interviewed in different regions of the country with a high
prevalence of informal economic activities. As can be observed from table 1 below, all the
respondents interviewed were below 49 years of age. Furthermore, more than half of the
respondents (63.8%) were 20 – 29 years old, clearly indicating the importance of the informal
economy in terms of absorbing the school leaving youth who cannot find work in the formal
economy.

Table 1: Age

Table 2: Sex

Out of a total of 235 respondents, slightly more than half (52.3%) were females. This is in line with
the national study on the informal economy which revealed that 53% of workers in the informal
economy are women.

Table 3: Marital Status

Due to the fact that the informal economy is dominated by young people, it was not surprising
that most of the respondents (78.4%) have never been married, which shows that most of the
respondents did not have husbands or wifes for support and had to rely on themselves.
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Table 4: Home Language

Most respondents (87.2%) indicated Oshiwambo as their home language whilst the rest either
spoke Damara/Nama (3.4%), Otjiherero (3%), Afrikaans (2.6%), Silozi (1.3%) Shona (0.9%) or English
(0.4%). This finding can be attributed to the fact that the distribution of people employed in the
informal economy is skewed with the majority of them being found in the Khomas region and in
the North (Ohangwena, Omusati, Oshikoto, Oshana). These regions are dominated by Oshiwambo
speaking people.

Chart 1: Current region of residence

Most respondents were interviewed in Khomas (37.6%), Oshana (36.7%) and Ohangwena regions
(18.1%), which account for the highest number of people employed in the informal economy.
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Table 5: Migration patterns

An analysis of migration patterns revealed that many workers who migrated ended up in the
Khomas region, which hosts the capital city. Windhoek is the biggest destination for migrant
workers within the country. The regions with the highest retention rates were Khomas, Ohangwena
and Oshana.
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Table 6: Industry of employment

41% of our respondents indicated that they worked in the wholesale and retail trade which
shows that informal economy activity in Namibia centers around selling of cooked food and
beverages and other goods. Other sectors that contribute to employment in the informal economy
are services such as car wash and beauty saloons which employed about 16% of our respondents
(table 6).
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Table 7: Occupation

Table 7 shows that our respondents were involved in different occupations with the majority
(51%) working as sales assistants or sales persons. The fact that more than half of the respondents
were employed in sales is not surprising as the majority of businesses in the informal economy
engaged in wholesale and retail activities. Other respondents worked in occupations such as
auto mechanics, panel beaters spray painters (8.9%), general labourers (5.1%), gardeners and
welders (3.8%), etc. Out of the 235 respondents, only 0.9% of the respondents were employed
in a supervisory level, while the rest were employed as semi-skilled and unskilled workers.
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Table 8: Occupation by gender

A gender analysis of occupations reveals that there was a gender division. For instance,
occupations such as sales assistant, bartender (also supervising in a bar), cook, administrative
work (secretary, receptionist, bookkeeper etc.) were all dominated by women. On the other
hand, occupations such as carpenter, brick maker, cattle herder, driver, mechanical, welder,
plumber etc were dominated by men. Thus the gender division is not only restricted to the formal
economy but extends into the informal economy as well.
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Table 9: Did you go to school?

Most respondents (91.5%) indicated that they had received some form of education ranging
from primary schooling (29.5%) to completed junior secondary schooling (38.1%) and even
completed senior secondary schooling (28.1%). Very few had any tertiary education. This finding
shows that school level certificates cannot guarantee people to get jobs in the formal economy,
and that people with tertiary qualifications are now also struggling to find jobs in the formal
economy as a few have turned to the informal economy for employment.

Table 10: Level of eduaction completed (highest grade)))))

Table 11: Level of  education completed (highest grade) and Gender
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Table 11 compares the educational levels of males and females. This comparison reveals that
women in the informal economy tend to have higher levels of education than men. About three
in four females (76.5%) had either a junior (44.3%) or a higher secondary certificate (32.2%).
Among men, the ratio was 30.5% and 23.2% respectively. Almost 40% of men had only primary
education compared to 21.7% of women.

Employment history and working conditions

Table 12: Were you employed before?

More than half of our respondents (56%) indicated that they had been employed before. This
finding clearly indicates that the informal economy does not only accommodate first time job
seekers who lack the experience, but also employs people who have been employed elsewhere
before, mostly in the formal economy.

Table 13: Reasons for leaving previous job

The respondents’ reasons for leaving their previous jobs (table 13) can be grouped into three
main categories. The first category being that of workers who had left their previous jobs by their
own choice or resigned due to various reasons such as dissatisfaction with their jobs (18.4%),
better opportunities for making more money (15.4%) or a better job offer (14.7%). The second
category of workers were forced to leave their jobs because they were dismissed/retrenched
(11.8%). The last group lost their jobs due to forces outside their control such as the employer
leaving the country (0.7%), or business closure (14.7%).
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Table14: Do you have an employment contract?

More than half of the respondents (54.7%) pointed out that they did not have any contracts with
their employers whilst the remaining 45.3% had a contract. Of those who had contracts, the
majority (80.7%) had a verbal contract and only 19.3% had a written contract. This finding confirms
the informal nature of the employer-employee relationship in the informal economy.

Table15: What is the basis of employment in your current job?

Most respondents (84.8%) were employed on a full-time permanent basis, similar to those in the
formal economy (LaRRI, 2004). This finding is in line with the 2001 Informal Economy Survey which
also revealed that the majority of the workers (81.1%) employed in the informal economy were
full time permanent employees.



19

Table 16: Are there any young people (below16) working at your workplace?

When asked about the presence of children working in the informal economy, most respondents
(95.5%) indicated that there were no children below the age of 16 years working at their
workplaces. Only a small percentage (3.2%) indicated that children were employed. The
respondents reported that the tasks carried out by the children included selling meat, milking
cows, collecting firewood and cleaning, which are considered household chores performed by
children during holidays or after school hours.

Table 17: Are you related to your employer?

Most respondents (70%) indicated that they were not related in any way to their employers while
almost 30 per cent confirmed such family ties. A further analysis of this relationship revealed that
it was very close. For instance, about 18.9% indicated that they worked for their uncles, 17.6%
reported that they worked for their brothers and fathers respectively while 16.2% reported that
their cousin employed them. The existence of family relationships between employer and
employee contributed to the absence of formal employment contracts as revealed in table 14.

Table 18: How are you paid?

Most of the respondents (90.6%) reported that they were paid in cash, while only 4.3% were paid
in kind (form of payment which is not monetary). The rest either received their payment both in
cash and in kind (3.4%) or received only an allowance. Table 19 shows that among those who
earned cash, more than two thirds (68.8%) received the same salary every month while the
salaries of the remaining 31.2% differed from month to month depending on factors such as
profit made by the enterprise, commissions earned, the number of hours and days worked in a
month etc. (see table 20).
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Table 19: If paid in cash, do you earn the same salary every month?

Table 20: If not paid the same salary every month, could you please explain why not?

Table 21: If paid in kind, please specify the type of payment received 

The common type of payment received by workers who did not receive cash wages was food
(43.5%), followed by accommodation (30.4%) and clothes (26.1%).

Table 22: If paid in cash, how much do you get paid per month?
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Table 22 reveals that workers earned as little as N$ 100 a month or less with the highest earning
N$ 700. Most respondents (73.3%) indicated that they earned N$ 250 and below, with a significant
proportion (33.2%) earning between N$ 101 – N$ 150. Very few respondents (5.1%) earned
more than N$ 500 per month.

Table 23: Monthly payment by gender

Table 23, which compared sex in relation to income levels reveals that males earned higher
salaries than females. Regardless of the fact that most females in the informal economy had
higher levels of education, many of them earned less than males. This indicates clear gender
discrimination against women in the informal economy.
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Table 24: Income and level of education

Further analysis was carried out to establish whether income levels were influenced by level of
education. Table 24 shows that the level of education does not really influence income levels as
respondents with only primary education earned more or less the same income as other
respondents with higher levels of education. This argument is supported by the fact that the
highest paid respondent only had primary education, earning more than the few respondents
with a degree and a diploma.

Table 25: Do you receive any benefits from your employer?

More than half of the respondents (54.9%) received benefits from their employers.  The most
common benefits were food or meal rations (24%), accommodation (18%) and transport (14%).
Only a few respondents received benefits such as paid maternity leave and paid sick leave
(5%), which are fairly common in the formal economy.
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Table 26: Types of benefits received

Table 27: How many hours do you work per day?

More than half of the respondents (56.8%) worked 9 to 12 hours per day. Some indicted that they
did not have fixed hours of work as their working hours were determined by the availability of
customers.  This is mostly the case in shebeens, also known as  “kambashus”.  A significant
number of respondents worked 13-16 hour per day, in excess of what is permitted in terms of the
Labour Act (1992).

Table 28: How many days do you work per week?

The findings in Table 28 indicate that most respondents (90.2) worked six to seven days and only
a smaller number (7.4%) worked for five days in a week, which are the normal working days for
workers in the formal economy.
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Table 29: Do you work overtime?

Although only about a third of the respondents (34.9%) indicated that they worked overtime, the
actual working hours as indicated in table 27 reveal that many respondents worked more hours
than the ordinary working hours as set out in the Labour Act (45 hours per week). These findings
indicate that many of the respondents did not know the number of hours they are supposed to
work according to the law.

Table 30: If yes, are you compensated or not?

Of those who said that they worked overtime, more than half (57.5%) indicated that they did not
receive compensation for working overtime. Again this is a direct contravention of the law, as
workers have to be compensated for working overtime.

Table 31: Are you a member of the social security scheme?

Most respondents (85.1%) reported that they were not registered with the social security scheme.
Among the few that were registered, almost all of them (97%) never made any claim due to the
fact that the need had never arisen, or because they just started working, or because they were
only registered recently. Some were of the opinion that only pregnant women could claim from
social security.  The few claims made by our respondents related to maternity leave benefits and
accidents.
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Trade union knowledge and membership

Respondents were asked about their knowledge of trade unions and their interest to join them.
We also asked which services they expected from trade unions in general.

Table 32: What is a trade union?

More than half of the respondents (55.7%) did not know what a trade union was while 22.6%
knew a little. Less than one quarter of the respondents (21.7%) had a clear understanding and
knowledge of trade unions. This finding is not surprising as the Namibian unions are not active in
the informal economy.

Table 33: Are you a member of a trade union?

Almost all respondents interviewed (96.6%) said that they did not belong to any industrial trade
union. This was expected as trade unions in Namibia currently do not organise workers in the
informal economy. The few respondents who indicated that they belonged to a trade union
were members of the Metal and Allied Namibia Workers Union (MANWU) and the Namibia
Farmworkers Union (NAFWU). Some indicated that they belonged to the National Union of Namibian
Workers (NUNW), which is the biggest trade union federation in Namibia. The federation however
does not have direct membership, which confirms the fact that most respondents interviewed
had very little knowledge about trade unions.
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Table 34: Reasons for not belonging to a trade union

Table 34 shows a list of reasons given by respondents for not belonging to a trade union. More
than half (56.1%) indicated that they were not members because they did not know enough
about trade unions. Other respondents (9.38%) mentioned that there were no unions in their
sectors and some (8.2%) felt that trade union fees were too high.

Table 35: Were you ever a member of a trade union?

Most respondents (95.5%) never belonged to any trade union and few ever worked in the formal
economy where trade unions organise. However, many respondents (72.9%) expressed their
willingness to join a trade union. Those who were unwilling to join a union gave a variety of
reasons as reflected in Table 36. The most common were fear of loosing their jobs, not knowing
what a union can offer and a lack of confidence in unions.
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Table 36: If approached by a union, why would you not join the union?

 
Those respondents  who were willing to join a union indicated a list of services that they expected
from trade unions. Due to the respondents’ lack of knowledge with regards to trade unions,
many of them (17.5%) said that they did not know what kind of services to expect. Others (15.7%)
felt that trade unions should offer services with regards to the representation of workers, especially
during negotiations or when workers have problems at work.  About 9% of the respondents
indicated that they needed more information about trade unions and the services they offer in
order for them to be able to know what services to expect from trade unions.
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Table 37: If yes, what kind of services would you expect from a trade union?

Problems experienced at work

This section looks at the problems experienced by workers with regards to their working conditions
and their working environment. The table below indicates an array of problems experienced by
respondents. Almost half  (46.7%) indicated that they did not have any problems. Among those
who said that they had problems, 10.3% said that their biggest problem was their low salary,
about nine per cent (9%) said that their biggest problem was that business was slow sometimes
with very few customers. Several respondents mentioned that their salaries depended on the
commission made and on business turnover.
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Table 38: What are your biggest problems at work?
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Table 39: How could your problems be solved?

Of those respondents who indicated that they had problems, about 31% said that they did not
know how their problems could be solved or who could solve them (21.5%). This can be explained
by the fact that workers in the informal economy lack knowledge of the Labour Act and of labour
market institutions such as the Office of the Labour Commissioner  and the Labour Courts.
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Table 40: Who could help you solve these problems?

When asked who could solve their problems, responses varied from the owner of the business
(19.2%), to trade unions (18.5%) and to government (15.4%).  This indicates that workers expected
solutions to be found either through direct negotiations with their employers or with the assistance
of a third party, i.e. trade unions or the government.
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Operator’s views and experiences

Characteristics of the sample

A total of 213 interviews were conducted with operators in different regions of the country. About
60 per cent of the respondents were females as indicated in table 42. This is in line with the
findings of the national survey and international findings which show that women are the majority
in the informal economy. More than a third of respondents (35.4%) fell in the age category of 20
to 29 years. This shows that the informal economy plays a significant role in youth employment
as many young people are unable to find work in the formal economy. This finding is not surprising
as Namibia has a very high youth unemployment rate of almost 60 percent.

More than half of the people interviewed reported that they had never been married (56.7%)
whilst 31 per cent indicated that they were married. This finding could be attributed to the fact
that the many of the operators interviewed are still young.

Table 41: Age

Table 42: Sex

Table 43: Marital status
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Table 44: Nature of business

Most respondents (80.7%) were in retail businesses which involves selling goods such as cooked
food, beverages (both traditionally brewed beer and commercial brands etc), handkerchiefs,
sunglasses and other goods. The retail business is common because it is cheap and easy to start
such a business. The capital needed is small compared to other types of business. This finding is
in line with the national Informal Economy Survey which also revealed that more than half of
informal economy operators were involved in retail. The other respondents indicated that they
were either involved in manufacturing (8.5%), repairs of motor vehicles and cell phones (6.1%)
and services such as car wash and beauty saloons.

Table 45: Nature of business by sex

Table 45 shows the nature of business activities by sex. The table reveals that retail is female
dominated while men dominate manufacturing, services and repairs. These findings confirm
the gender division of labour in the informal economy.
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Table 46: How long have you been operating in the informal economy?

More than half of the respondents (53.4%) indicated that they have been operating in the informal
economy for five years and less. However, over 20% reported that they have been operating in
the informal economy for more than eleven years. This indicates that the informal economy has
become a long-term feature in the Namibian economy. The findings also indicates that it is not
easy to make the transition from the informal to the formal economy.
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Table 47: Reasons for operating in the informal economy

The majority of the operators entered the informal economy for survival. Over 40% of the
respondents reported that they were operating in the informal economy to escape poverty

caused by long-term unemployment. Most respondents wanted to make a living, as they did
not have any other alternative source of income.  These reasons given by the respondents
reinforce the argument that the informal economy is a last option for all those who cannot find
employment in the formal economy.

Table 48: Where did you get your capital to start your business?
Table 48 outlines the different sources of capital used by our respondents to start their businesses.
Whereas formal businesses usual rely on formal financial institutions for loans, this is not the case

for operators in the informal economy. About half of our respondents (48.1%) used their savings
to start their businesses, 23.6 % obtained money from a relative, 12.7% got money from a friend
and few used their retirement money (2.8%) or retrenchment package (1.4%). Only one
respondent got a loan from a bank whilst only a few got grants or loans from either government
or NGOs. About 8 % of the respondents indicated that they did not need capital to start their
businesses.
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Table 49: Sources of capital to start business by sex

A further analysis was done to determine gender specific differences regarding the source of
capital to start the business. The analysis revealed that more females than males used their own
savings as start up capital,  or got money from relatives or were not in need of capital. This was
because the type of business females engaged in did not require any significant start up capital,
thus they could rely on their own and their family savings. More males than females got loans or
grants or used their retrenchment packages and retirement money to start their business.

Table 50: Are you aware of any credit facilities that you can use?

When asked whether they were aware of any credit facilities that they could use, more than half
of the respondents (60.8%) replied that they did not know of the existence of any credit facilities.
This explains partly why most of the respondents used other sources rather than formal financial
institutions to obtain capital for their businesses.
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Table 51: Have you ever approached any credit facilities for financial assistance or
credit?

Less than 10% of our respondents ever approached an institution for financial assistance. Among
those who did, only 21.1% said that they got the loan, whilst others got no reply (31.6%) or they
were told that they did not have security to pay back the loan, or that the business plan was poor
(See table 52).

Table 52: If yes what was their response?
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Table 53: If no, why have you not approached the credit facilities for financial
assistance?

Those respondents who did not approach any credit institutions indicated that they did not know
of such institutions or were discouraged because they had heard that the credit institutions did
not help. Less than 10% indicated that they did not (yet) need credit facilities.

Table 54: Is your business your only source of income?

Most respondents relied on their business as the only source of income (80.6%).  This finding is in
line with the findings of the Namibia Labour Force Survey (2000) which indicated that a high
proportion of households (48%) rely on wages and salaries, as their main or only source of income
(MOL 2002).  Many households of informal economy operators depend on the informal businesses
for survival.
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Business Information

Table 55: Is your business registered with the Ministry of Trade and Industry?

Most respondents (86.9%) indicated that their business was not registered with the Ministry of
Trade and Industry. One of the characteristics of the informal economy is that the enterprise or
business is not registered and thus this finding is not surprising. However, the high levels of
unregistered businesses could be attributed to the lack of knowledge about the registration
process, the tedious and time consuming nature of the bureaucratic process involved, application
forms being in English only and the fear of paying tax once the business is registered.

Table 56: Do you pay any taxes from the business

Most respondents (91.5%) also indicated that they did not pay any taxes. The reasons for not
paying tax are listed below in table 57 with many respondents indicating that they did not pay
taxes because their income was too small (28.2%). Some were paying municipal fees only
(19%), whilst other operators did not pay tax because they were not registered (11.5%).

Table 57: If no, why not?
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Table 58: What kind of premises do you operate from?

The majority of respondents did not have fixed permanent structures to operate from.  Almost
half indicated that they operated from open spaces at the market or elsewhere, followed by
those who used temporary structures (25.2%). The fact that most operators did not have
permanent structures can be attributed to rental costs, which were unaffordable for many
operators due to their low incomes. Only a small percent of the respondents (6.2%) reported
that they operated from permanent fixed structures.

Table 59: Are the premises from which you operate sufficient?

Regardless of the fact that most operators did not have fixed permanent structures from which
to operate, almost half of them (49.5%) indicated that they were satisfied with the premises from
which they are operated. The respondents who were dissatisfied cited that the premises were
too small, that they were exposed to bad weather, that they experienced evictions from the
premises and that they were at risk of thieves stealing their goods. Those who said that they were
satisfied with their operating premises indicated that the premises were easily accessible to
customers and thus suitable for business.

Table 60: Type of premises by sex
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A gender comparison of the type of premises revealed that here was no significant gender
disparity.

Table 61: How many hours does your business operate per week?

Many of the businesses in the informal economy operate long hours as can be seen from table
61 above. About half of the respondents indicated that their businesses were  open for 60 hours
and more in a week. Operating hours are often influenced by the availability of customers and
thus business only closes once all the customers are gone. Most respondents (88.8%) indicated
that they operated their businesses between six and seven days  a week.

Table 62: How many days is your business open in a week?
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Table 63: How much do you make on a monthly basis?

 
Incomes made on a monthly basis from the businesses range from as little as N$ 200 and less to
more than N$ 7 000. About 22.1 per cent indicated that their incomes were unspecified. This
means that their incomes varied from month to month depending on the performance of the
business. The majority (43%) earned N$ 1300 and below. This shows that the majority of informal
economy operators make very low incomes, thus making it very difficult for the business operations
to grow as incomes made cannot be reinvested and saved and thus is used for immediate
consumption.
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Table 64: How could your business be made more successful?

When respondents were asked how their business could be made more successful, 30 per cent
indicated financial assistance as a way in which to  improve their business. Some indicated the
financial assistance would serve to purchase stock and materials (20.2%). About 12 per cent
indicated that proper premises would result in their business becoming successful. More than 20
per cent of the respondents did not know what could make their business successful. This indicates
a lack of planning and strategic vision among our respondents. It also shows that informal
economy businesses primarily serves to ensure the operator’s immediate survival and are not
part of a long-term “economic strategy”.
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Table 65: Problems experienced by operators

Although respondents experienced a wide variety of problems, some of them shared common
problems as indicated in table 27. More than 12 per cent of the respondents indicated that their
biggest problem was the unavailability of customers, which for some (6%) resulted in their goods
becoming rotten. Almost 10 per cent of the respondents mentioned having financial problems
and also a lack of proper premises to operate from. Some of the respondents reported having
problems with the municipality or with municipal services. Specifically, these problems were
water and electricity cut-offs due to non-payment (3.4%), harassment from municipal police
(3.9%), municipal rent increases (2.6%) and municipal laws which made it difficult to operate
their businesses efficiently.
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Employment information and working conditions

Table 66: Have you ever been employed?

About half of  informal economy operators indicated that they had been employed before
starting their business. When asked who had employed them, it emerged that more than half
(51.9%) had been employed in the formal economy by a private company. Others (36.5%) had
been employed in the informal economy by either by a private person (17.3%) or by a business
(19.2%). Less than 10 per cent of the respondents had been employed by government.  This
finding indicates that most informal economy operators had been formal economy workers
who lost their jobs and thus were forced to enter the informal economy. This is linked to a global
trend where many companies reduced  their labour force in order to become competitive in
the global economy.

Table 67: If yes, by whom?

Table 68: Employment by sex

A comparison of previous employment by sex revealed that more women (77.1 %) than men
(57.4%) have never been employed. This confirms that the level of unemployment is higher
among women who are then forced to turn to the informal economy for survival.
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Table 69: What are your reasons for leaving your previous job?

Of those respondents who had been employed, almost 20 per cent left their previous jobs due
to low salaries while others (13.4%) left their jobs because their contracts ended. Many respondents
indicated involuntary reasons for leaving their jobs which included being dismissed/ retrenched
(18.5%), company closure (10.3%) the owner dying or leaving the country, the business being
sold or the company becoming bankrupt (table 68). Thus the informal economy became a “last
resort” for survival.

Table 70: Do you employ other people?

Almost two thirds of the respondents (64.2%) said that they did not employ other people as they
could not afford to pay them. The findings show that Namibia’s informal economy to a large
extent is comprised of sole operators. This is in line with the findings of the Informal Economy
Survey (2001) which reported that most operators (69.5%) had no employees. This finding is
important for trade unions whose organising strategies should not only concentrate on workers,
but should include operators as well.
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Table 71: Amount made on a monthly basis by number of people employed

Table 71 above is a cross tabulation of how much operators make on a monthly basis and the
number of people they employ. As the table indicates, most respondents who reported that
they employed other people are those earning N$ 1500 and more whilst the majority of those
earning less than N$ 1500 reported that they did not employ other people. In essence, operators
whose businesses are making more money have a higher probability of employing other people.

Table 72: Do you have any employment contracts with your workers?

Most respondents (61.5%) who indicated that they employed other     people pointed out that
they did not have any employment contract with their employees. This points to a lack of clearly
stated terms of employment between informal economy operators and their employees.
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Table 73: Are any of your workers registered with a social security?

Less than 10 per cent of all respondents with employees indicated that their employees were
registered with the social security, while some (10.3%) did not know whether their workers were
registered with the social security or not. This indicates a lack of awareness on the part of the
employer that it is a legal responsibility for employers to register their staff with the Social Security
Commission.

Table 74: How do you determine the salaries of your workers?

Informal economy businesses use different criteria to determine workers’ wages. Half of the
respondents indicated that their workers did not have fixed salaries, thus the salaries were
determined by the profit they made (27%), the amount of work they did (14.9%), or payment
was determined on a commission basis (8.1%). Those who paid their workers fixed wages either
used qualifications (1.4%), or job positions (8.1%) and negotiations (12.2%) to determine their
workers’ salaries. The fact that many of the workers salaries were not fixed could be attributed to
the low and insecure incomes earned by the operators as indicated in table 63. Also, since a
very small proportion of operators used qualifications to determine wages, it means that
qualifications have virtually no influence on wages.
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Table 75: How much do the workers earn on a monthly basis?

Table 75 shows that the majority of the operators interviewed (74.9%) paid their workers salaries
of less than N$ 600. About half earned N$ 200 – N$ 500. Very few respondents paid their workers
wages exceeding the amount of N$ 1000 per month as most operators earned less than N$
1000 themselves. (see table 21).
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Table 76: Do you provide any additional benefits to your workers?

About three quarters of our respondents said that they provided additional benefits to their workers
(table 76). Several operators (27.4%) provided meals or food rations to their workers, followed by
those who provided annual leave (19.3%) and accommodation (19.3%), transport or a transport
allowance (12.6%). The study revealed that annual leave in the informal economy is not a right.
It is taken as “needed” by the workers and also depends on the generosity of the employers. This
clearly contravenes the basic conditions of employment as set out in the Labour Act (No 6 of
1992).

Table 77: Benefits provided to workers
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Informal Economy Associations1

In 2002, some associations such as the Okutumbatumba Hawkers Association (OHA), Namibia
Shebeen Association (NASA), Namibia Bus and Taxi Association (NABTA), African Builders Association
(ABA), Panel Beaters and Motor Mechanics Association (PABMMA) took the initiative to form the
umbrella organization called the Namibia Small Traders Association (NAMSTA). The main objective
of forming NAMSTA was to “strengthen small scale, formal and informal businesses in the
manufacturing, trades and services sectors to grow and become more competitive through self
organisation for better access to resources, improved interest representation and provision of
relevant services”.

1. Okutumbatumba Hawkers Association (OHA)

The Okutumbatumba Hawkers Association was established in 1989 by Mr. Veripi Kandenge
(President) and women who used to sell at the Elago market in Soweto. The main aim behind
the establishment of the association was to:
• Act as a governing body to promote the interest of the micro and small business community

in Namibia

• Promote and further the growth of all its members in Africa and SADC regions

• Become part of global African renaissance

• Provide a catalyst in forming links between the formal and informal economies with the

view to effect business growth (NAMSTA four – year strategic plan: 2002 – 2006)

The membership of the OHA grew from five hawkers who saw the need for economic solidarity
in a hostile environment and generally restrictive of hawking activities. Membership is open to
anyone who shares similar objectives to those of the OHA. The members pay an annual fee
of N$ 100.00. The membership base of the OHA stands at approximately 2500.

1This section is based on interviews and information provided for by Mr. Veripi Kandenge who is the President and founding member of the
Okutumbatumba Hawkers Association and Executive Director of Namibia Small Traders Association (NAMSTA) and the association four year strategic
plan.
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Services offered to members

OHA offers its members services such as business training, bulk buy, life skills, loans, infrastructure
(containers and market stores), business linkages, advocacy, HIV/AIDS awareness, distribution
of condoms, information on hygiene and alcohol abuse.

2. Namibia Shebeen Association (NASA)

The Namibia Shebeen Association was the first informal economy association to be formed
by shebeen owners living in Katutura in 1987.

Membership

The association organises shebeen business owners only and has approximately five thousand
(5000) members. This number is likely to grow as many operators are experiencing problems
thus they are likely to join the associations. Members are recruited through structures that the
associations have put in place in the different regions such as committees. The members
pay a membership fee of N$ 150 on an annual basis.

Services being offered

The Namibia Shebeen Association offers its members services such as training on social
responsibility and business skills and linkages. They also provide awareness and training on
HIV/AIDS, distribute condoms, alcohol abuse, noise pollution and hygiene.

The members of both associations (OHA and NASA) do not have problems paying their fees
as the associations represent, protect and defend their members on critical issues. Committees
have been established in various regions to assist the members. The members pay their fees
at the head office and the association also hosts quarterly meetings where members can
also pay their fees.

3. African Builders Association (ABA)

The ABA was formed in 2001 by small building contractors. The ABA has a small membership
of 50 members who pay N$ 500 per year in membership fees. The services being offered by
the ABA to its members cover areas such as education and training on tendering, health and
safety, business management training and negotiating skills.

4. Panel Beaters and Motor Mechanics Association (PABMMA)

PABMMA was formed in 2002. The members of PABMMA are panel beaters and mechanics.
PABMMA has a small membership of about 78 members. The members pay a yearly
membership fee of N$ 300.00

5. Namibia Bus and Taxi Association (NABTA)

NABTA was formed in 1978 by taxi owners. NABTA’s membership base stands at 3000 and the
members pay a yearly membership fee of N$ 50.00. The association offers its members
training on business, negotiations on discounts with suppliers, advertisements and HIV/AIDS
awareness.
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Reasons for forming the associations

The formation of the associations  “was born out of an acute need to protect members from
harassment in the form of evictions and to enable them to improve on their survival strategies”.
Furthermore, the association was meant to address informal economy operators’ problems such
as lack of proper operating premises, lack of access to wholesales where they cannot buy their
alcohol and other goods due to lack of licenses required. The formation of the associations led
to negotiations between the association and the government with regards to the provision of
shelter for the operators and end to harassment by the authorities. The federation on the other
hand was established to represent smaller businesses at the Namibia Chamber of Commerce
and Industry (NCCI) as smaller businesses did not have proper representation there. Furthermore,
the federation was formed to:
• Boost the capacity of the other smaller associations using the experiences gained by the

Okutumbatumba and the Shebeen Associations.
• Render assistance in terms of development of the strategic planning of the smaller

associations,
• Review constitutions and develop good policies such as financial policies.
• Train business owners and workers on labour issues and business development.

Services offered to members

The services provided to members include:
• Education and training
• Provision of loans to members and also containers from which to operate.
• The bulk buy programme where many business owners buy their stock together from various

suppliers, thus being able to buy at discount prices.

Key challenges facing NAMSTA founding members
• Need for an organisational identity to further member interest representations
• Access to services such as technical assistance and information based on demand
• Access to capital to finance business operations
• Ineffective and unsustainable services provided by existing business service organisation
• Poor managerial capabilities to run profitable businesses and coordinate member activities

and afairs
• Very few opportunities to get tenders, particularly from public institutions as a result of

tough competitions from bigger businesses
• Lack of mutually beneficial business linkages
• Need to create a common learning environment within the SME economy and with

bigger businesses (networking)
• Poor knowledge and representation of member’s needs
• Lack of pro-active and clear strategic directions on the part of some business associations
• Some business associations have dual roles as both community-based organisations

and as NGOs, making it extremely difficult to attain a high technical and professional
capabilities to serve their members

• Lack of creativity and innovations among SME operators
• Envisaged challenge to shebeen operators posed by the Liquor Act
• Dependency on financial and technical support by donors
• Difficulties on procuring parts and building materials
• Lack of comprehensive knowledge among SMEs on the existing support programmes

initiated by government, donor agencies and local businesses (NAMSTA: 2002)



54

Major problems experienced by members

The operators, especially the hawkers are experiencing problems with the by-laws that have
been introduced by the municipality. The by-laws are like the old laws which were introduced
during the colonial rule which prohibited hawkers or operators operating in certain areas. According
to Mr. Kandenge “the problem with the laws is that they are being reviewed by people who do
not understand the realities of the informal economy”. This can be observed in the recent
controversy surrounding the closure of illegal shebeens. The following account is based on articles
that appeared in The Namibian newspaper between 26 May and 28 June 2006.

At the beginning of June 2006, the government embarked upon “Operation Shebeen

Out”, which was aimed at closing all unlicensed shebeens and Cuca shops selling

liquor without a liquor licence. The government carried out such actions based on the

Liquor Act passed in 1998 and implemented in 2002. The Liquor Act makes it illegal to

sell alcohol without a liquor licence and also makes provision for shebeens to have two

toilet facilities at  the shebeen premises (one for men and one for women). Government’s

decision to close unlicensed shebeens and Coca shops was based on the fact that

they had given the shebeen and cuca shop owners ample time (2002 – 2006) to obtain

licences. This Act was met with mixed feelings in the country with many people and

stakeholders such as the National Union of Namibian Workers (NUNW), Trade Union

Congress of Namibia (TUCNA), Namibia Shebeen Association (NASA), traditional leaders

and the National Society of Human Rights (NSHR) condemning government’s actions.

All these organisations felt that government should halt its actions regardig the closing

shebeens. The shebeen and cuca shop owners took to the streets to demonstrate against

the closures and arrests made by the police against some of the shebeen and cuca

shop owners who refused to close their shops. The shebeen and cuca shop owners

indicated that they did not implement the provisions of the Act because (a) they were

not aware of any legislation governing the operations of shebeens; (b) the procedures

involved in acquiring a licence were difficult and (c) they had problems filling in the

application forms. They also claimed that they had received authority to operate their

businesses from their traditional leaders. The NUNW condemned government’s actions

saying, “people turned to the informal economy due to the widespread poverty  in the

country which gave people fewer options to enter the labour market and thus were

forced to operate shebeens to survive”. Thus, government should not embark upon

such actions without offering alternatives. The traditional leaders were unhappy that their

powers to issue business licences had been taken away by the Liquor Act of 1998.

Furthermore, the National Society of Human Rights (NSHR) advised government to take

short-term actions which included (a) immediate return of all seized items including

liquor; (b) extension of grace period to enable shebeen owners to obtain liquor licences

and (c) the suspension of certain provisions of the controversial Liquor Act. The advice by
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Stakeholders that the associations works with

Some of the stakeholders that the Okatumbatumba Hawkers Association works with are the Ministry
of Trade and Industry, local authorities, the Namibia Chamber of Commerce and Industry, Non
Governmental Organisations and donor agencies such as Frederich Ebert Foundation.

Possible collaboration with trade unions

Since the formation of the associations, there has never been any collaboration between the
unions and the associations. This could be attributed to the fact that unions organise workers
while the associations organize business owners. None of the parties have approached each
other for any possible relationship to be developed. The unions and the associations have some
common members because some of the operators who are members of the associations are
still employed in the formal economy and as workers have joined trade unions.

In the event of unions deciding to extend their organising horizon to the informal economy, they
would have to adopt new organising strategies to deal with the different types of employment
relationships that exist in the informal economy. Furthermore, the trade unions would have to
work with operators and workers in order to educate them on worker’s rights and how to improve
their businesses. Higher business incomes are a precondition for higher wages in the informal
economy.

the NSHR was in line with the demands of the shebeen and cuca shop owners handed

to government during their demonstrations. However, government should in the long

term consider amending the Liquor Act. Those who supported government on the

closure of illegal shebeen associated the high rates of crime to availability of alcohol

in shebeens. They argued that many crimes were committed by people who were

under the influence of alcohol and that many crimes were committed at shebeens

and cuca shops.

Government’s response to all this pressure was to set up an interministerial committee

which was tasked to find an amicable solution to the problem. Finally, the Minister of

Trade and Industry announced in parliament that interim regulations would be intro-

duced shortly, which would help shebeen owners obtain licences to legally run their

businesses.
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Membership to associations

Table 78: Do you belong to any informal economy association?

Most respondents (90.6%) were not members any informal economy association. Of those who
belonged to informal economy associations, a third (33.3%) indicated that they belonged to
the Okutumbatumba Hawkers Association, followed by the Kaman Kavango Association (14.3%),
the Namibia Sehebeen Association (9.5%) and others.

Table 79: If yes, which association do you belong to?

Table 80: If yes, what are the services that the association provides to you?
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Those who reported that they were members of associations were further asked about the services
received from the associations. More than a quarter (26.3%) of the respondents did not know
what kind of services the associations were providing. This points to the lack of information about
the associations. Other members reported services such as training and workshops (21.1%),
financial assistance (15.8%) and assistance with finding sponsors (15.8%).

Table 81: If no, why don’t you belong to any association?

The respondents who indicated that they were not members of an informal economy association
gave different reasons. More than half of the respondents indicated that they did not know
much about associations. Thus they lacked the information about their purpose and services.
This shows that there is a need for the associations to provide their members and potential
members with information about their operations. Other respondents said that there were still in
the process of joining after identifying a better association (10.5%) or that there was no association
in their line of work (9.9%).

Knowledge and membership of trade unions

Table 82: Do you know what a trade union is?

Respondents were asked about their knowledge with regards to trade unions. About half of the
respondents (49.5%) knew what a trade union was. About a quarter of the respondents had
been members of a trade union before as indicated in table 82.
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Table 83: If yes, have you ever been a member of a trade union?

Table 84: Would you welcome trade unions becoming involved in the informal economy?

We asked how operators felt about unions becoming involved in the informal economy. About
two thirds of the operators interviewed (65.1%) said that they would have no problems with trade
unions in the informal economy while the rest did not welcome the idea. Those operators who
were supportive said that they would welcome trade unions so that they (trade unions) could
protect workers rights, help the operators solve their problems (business-related) and provide
representation and recognition for operators. Operators thus expected trade unions to not only
represent workers rights but also to support operators’ interests.

Table 85: If no, why not?
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Among those respondents who did not welcome trade unions in the informal economy, 31 %
indicated that they were not making enough money in the informal economy thus could not
afford to pay membership fees as required by the unions. Other respondents (16.9%) indicated
that they did not have enough information about trade unions while some respondents reported
that they did not believe in the ability of the unions to solve their problems or help them in any
way (8.5%). Others felt there was no use in joining as the unions were unable to even help their
current members (7 %) or that the unions were “full of propaganda” (7%). This indicates a degree
of mistrust and loss of confidence in the unions’ ability to effectively help their members.

Sources of support

Table 86: Do you know of any possible source of support for informal businesses?

Respondents were asked whether they knew any possible source of support which they could
approach with regards to their businesses. The vast majority (83.4%) said that they did not know
of any possible source of support. The respondents were further asked whether their business had
received support. Not surprisingly, almost 90 per cent indicated that they had not received any
kind of support.

Table 87: Has your business received any type of support?

Table 88: If yes, who offered you this support?

The few operators who had received any support indicated that such support was mainly provided
by NGOs (50%), women association (10%) and informal economy associations (25%) such as
the Okatumbatumba Hawkers Association and NABTA (table 88). Nobody received support from
government institutions. This shows that the main providers of support for informal economy
operators are NGOs and associations, clearly showing their importance for the informal economy.
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Table 89: Is there any kind of support you need?

Most of the operators interviewed (88.6%) indicated that they needed support in the form of
finance and training on how to manage businesses. Financial support was very important for the
operators, as it would allow them to hire more people and pay for operational costs while the
business was still in its infant stages. Only few operators (11.4%) indicated that  they did not need
any kind of support.

Table 90: If yes, who can provide you with this support?

Almost half (48.3%) of the respondents who had indicated that they needed support said that
they expected government institutions to offer them support. Government was expected to help
because the operators felt that it is government’s responsibility to provide support to smaller
enterprises which could then contribute to the country’s economy. Some of the respondents
(17.9%) did not know who could offer them the support while others identified financial institutions
for the support (See table 90).
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International experiences

1. The Ghanaian Experience3

The Ghana Trades Union Congress (GTUC) has been involved in the informal economy since
1983. This was the time when the Ghanian government introduced Structural Adjustment
Programmes (SAPs), which led to massive retrenchments in the formal economy. Many GTUC
members lost their jobs during this period and thus turned to the informal economy to make a
living. Affiliates of the GTUC responsible for organizing in the informal economy are:
• GAU – Ghana Agriculture Worker ’s Union, which organizes in rural areas
• ICU – Industrial & Commercial Workers Union, which organizes in the fashion industry, domestic

workers, hairdressers, seamstresses, barbers, weavers, traditional caterers etc (Disaffiliated
from GTUC in 2005)

• TWU – Timber and Woodworkers Union which organises small scale carpenters, chain saw
operators, charcoal burners, national sawyers and timber products sellers

• GPRTU – Ghana Private Road Transport Union

The approach adopted by the GTUC and its affiliates is to organise workers, employers and the
self-employed on an industrial basis. The Ghana TUC adopted a policy on the informal economy
to make sure that workers operating in the informal economy could also receive protection, to
help them in defending their rights, and to ensure safe working conditions. The policy on the
informal economy was adopted in 1996 at a congress held in Cape Coast. About 90% of the
economic activities in Ghana are informal in nature, thus making the informal economy the
biggest provider of jobs in the country. The inability to expand the formal economy made the
informal economy the primary source of membership for the GTUC.

Benefits and Challenges

Unions organising in the informal economy have faced several challenges. The “returns” for
organising in the informal economy are not immediate and organising in the informal economy
is also very expensive, as union organisers need training in order to change their organising
strategies. Another challenge of organising in the informal economy is that of time. Informal
economy operators do not have the time for meetings as they work long hours. Some of the
operators do not have confidence in trade unions as they feel that the unions cannot deliver on
their promises. These are mostly workers who were employed in the formal economy who lost
their jobs through retrenchments. Also, some of the informal economy operators were suspicious
of anybody coming to organise them as some organisations had approached them before
and failed to live up to their promises.

Some of the benefits of organising in the informal economy is that the GTUC has increased its
numerical strength as the formal economy was very small compared to the informal economy.
By organising in the informal economy, the GTUC had also benefited from the vast experience
of informal economy operators as most of them were previously employed in the formal economy.
The training for the organisers was supported by international donors such as International Labour
Organisation (ILO), or the Netherlands Trade Union Federation (FNV) and also by the Ghana
Trades Union Congress (GTUC) who allocated money for training in their budget.

Strategies in organising the informal economy

The strategy used by the GTUC in organising the informal economy was the formation of the
informal economy desk. The desk was established in 2002 with the main responsibilities of:
• Coordination and helping the unions in organising the informal economy

3 This section is based on an interview with Mr. F X Owusu Head of Informal Economy Desk at GTUC: August 2005
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• Identifying and inviting informal economy associations to join the unions
• Developing the informal economy capacity by organising workshops and seminars for

organisers
• Linking the unions organising in the informal economy with international organisations such

as SEWA, WIEGO etc
The desk serves as a central point that handles and coordinates all the informal economy activities
and provides support to the unions organising in the informal economy. However, the most
important aspect was to approach the associations that already existed in the informal economy
to get to the operators and workers. Thus the GTUC offered the informal economy associations
membership. The GTUC felt that it was easier to go through the associations in organising the
informal economy and also whom informal economy operators would trust.

Services offered to the informal economy operators

Through the informal economy desk of the GTUC, services are provided to the informal economy
operators. The services offered include training on accessing credit, which is one of the biggest
problems faced by many operators. Also, the GTUC invites the informal economy operators and
associations to workshops and seminars to share experiences and to guide them where and
how to access funds. This service offered by the GTUC is very critical as on their own, informal
economy operators would not be able to access these funds. The operators appreciate that
through the GTUC, they received training, recognition and access to funds for training and starting
their businesses. Also, the GTUC negotiates on their behalf, a skill that they never had.

Membership fees in the informal economy

Payment of membership fees has been one of the challenges faced by the GTUC as some of
their affiliate unions organising in the informal economy could not pay their monthly membership
fees. Due to their members irregular and fluctuating incomes they found it difficult to come up
with the required amount at the end of the month. Thus the GTUC and its affiliates organising in
the informal economy decided that payment should not only be made at the end of the month.
Instead, operators and workers could pay their membership fees on a daily, weekly or monthly
basis. The unions were also allowed to pay their membership fees to the GTUC in a similar manner.

2. Zimbabwean Experiences4

Overview of the informal economy

At Independence in 1980, Zimbabwe had a small informal economy which had been restricted
by the colonial regime’s laws which limited free migration between urban and rural areas and
informal economic activities. This created a situation where those in urban areas were employed
in the formal economy whilst the unemployed stayed in the rural areas. In 1998, the informal
economy employed significantly more people (3,826,873) than the formal economy (1,348,
500). The manufacturing industry accounted for 69.7% of all informal economy activities, with
the majority of operators being females (66.6%) (Gemini survey as cited in Kanyenze et al 2003:
17). The study further revealed that the income obtained from the micro-enterprises was
supplementary. This means that it was additional income for those who were underpaid in their
formal jobs. The working condition in the informal economy were characterised by long working
hours of more than 8 hours a day with an average of 6 or more working days per week and on-
the-job training as the means through which workers obtained their skills.

4 This section is based on Kanyenze at al 2003.
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National interventions

After independence, the Zimbabwean government’s first economic policy statement entitled
‘Growth and Equity’ provided a clear policy position on the informal economy which declared
that it would provide the informal economy with the “necessary infrastructure and assistance to
promote productive employment” (Kanyenze et al 2003). Government further set up an
interministerial Deregulation Committee to identify laws and bylaws that prevented the growth of
small enterprises. The government took many initiatives under various Ministries. Specifically, the
Ministry of Youth took the following initiatives.

1. The work shelter programme

This programme was designed to help the informal, small and medium scale businesses
through the provision of work shelter. Related to this programme was the business incubator
programme which provided working space, equipment, business management consultancy,
marketing, access to financial resources and materials, administrative support services, and
entrepreneurial training. The work shelter programme did not achieve the envisioned success
due to a lack of funds.

2. The business linkages programme

The idea behind the programme was to link SMEs with already established businesses. The
idea was that the established businesses should sub-contract some of its activities to the
SMEs. This was meant to benefits SMEs in terms of finance, markets, training, equipment and
business management experience

3. The people’s markets initiative

This initiative was meant to facilitate the establishment of corner shops, flea and street markets.
However, this initiative did not work effectively due to limited resources of the implementing
ministry.

4. Development of entrepreneurship

The Zimbabwean government, with the help of the ILO was involved in offering courses on
how to start and improve small businesses. By the end of 1996, the “start your business
programme” had 320 beneficiaries, while 400 project stakeholders had benefited from the
course of how to improve your business. The Ministry of National Affairs also offered consultancy
services to informal economy businesses on project planning, identification of business
opportunities, market planning, negotiating financial assistance, book-keeping and record
keeping, auditing and accounting services.

5. Promotion of co-operatives

The ministry further provided support for co-operatives. However this project was not successful
due to lack of proper support and encouragement.

6. Overall programme thrust

The programme aims to mobilise and organise the informal economy into industrial business
associations through which assistance to the economy would be coordinated. It was envisaged
that this would enable the informal economy to link up with larger networks of support institutions
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such as finance institutions, training providers, suppliers of technology and organized markets.
This process was beneficial to the informal economy businesses by allowing them to enjoy
economies of scale, making the process of doing business with the informal economy cheaper
and more attractive (Kanyenze et al 2003: 32 - 35).

Trade unions and the informal economy

Two forces influenced the Zimbabwean trade unions in their decision to take initiatives in the
informal economy. The first one was the decreasing membership base, which was exacerbated
during the period of Structural Adjustment Programmes (SAPs) in the 1990s which led to job losses
for many workers who were members of the trade unions. The second reason was the non-
application of labour laws and international labour standards in the informal economy

Initiatives taken by Zimbabwe Trade Union Congress (ZCTU)

According to Kanyenze et al (2003), at the beginning of the implementation of the Economic
Structural Adjustment Programme in 1991, the Zimbabwe Trade Union Congress (ZCTU) was
concerned about the impact of job losses on its members. Thus the ZCTU established a Projects
Department with the financial assistance of the Norwegian People’s Aid (NPA).  The main duties
of the department were to provide training to the retrenched workers to enable them to start
their own businesses and to assist workers to take over struggling enterprises and to turn them into
wholly workers-owned enterprises. A case in point was that of the Sayprint company which was
taken over by workers. This project faced obstacles, as workers did not have the necessary
finances to be able to purchase some of the companies identified by the project.  Also, after
some of the businesses became successful, the owners no longer associated with trade unions,
but rather with the business community. The project finally died in 1999 when the sole donor
withdrew the financial support for the programme. The ZCTU organised a leadership workshop
and invited the Bulawayo Upcoming Traders Association (BUTA) to help unravel the workforce
characteristics, problems and potential for establishing linkages between itself and the association
(Kanyenze et al 2003: 47). The workshop identified areas of possible trade union membership
and strategies for organising and recruiting members. It recommended that:
• ZCTU and affiliate unions should collaborate with the informal economy association in

organizing and recruiting of all allied informal economy trade unions members;
• The conditions of employment in the informal economy should be formalised;
• Social security schemes should be established in the informal economy i.e. health, burial,

education etc;
• Mutual interest schemes should be established, i.e. a “working capital fund” – to provide

soft loans to informal economy operators; and
• All stakeholders should be involved in drafting laws that would govern the informal economy

(Kanyenze et al 2003: 48).

3.  The Namibian experience: NUNW and the informal economy

Background of NUNW’s initiative of organising in the informal economy and the
formation of the committee

The National Union of Namibian Workers (NUNW) begun with the initiative to intervene in the
informal economy after the General Secretary of the Namibia National Teachers Union (NANTU)
drew up a project proposal, which looked at extending International Labour Standards to the
informal economy. This project proposal was part of a requirement of an ILO course that the
General Secretary of NANTU had attended in Turin. The proposal made recommendations for
the formation of a committee within the NUNW that would spearhead the campaign for trade
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union intervention in the informal economy. Thus the committee on the informal economy was
formed in 2003 but never became operational. Currently, the only people serving on the
committee are the coordinator and the national education coordinator of the NUNW.

NUNW’s reasons for extending organising into the informal economy

The NUNW’s interest in organising in the informal economy arose because the workforce in the
informal economy is growing whereas the workforce in the formal economy is gradually
decreasing. This has led to unions loosing members which will eventually results in a loss of
bargaining power. By organising in the informal economy, the NUNW hopes to extend the basic
labour laws and international labour standards to the informal economy.

One of the biggest benefits for the NUNW will be an increase in its membership base.  This would
allow the NUNW to increase its political power which is linked to the number of members it
represents.  Furthermore, the lives of the people operating and working in the informal economy
could be improved.

Services to be offered to the informal economy

The NUNW as an internationally recognised organisation     can assist the informal economy in
obtaining funds from international donors which can be used in building the capacity of both
workers and operators. Furthermore, as many informal economy operators lack knowledge of
and access to formal financial institutions, NUNW can play an important role in this regard and
may even provide collateral to enable the operators to have access to capital to start their
businesses. Another political role for the NUNW is to lobby for policies that will benefit informal
businesses.

Organising strategies

According to the coordinator of the informal economy committee, when organising in the informal
economy it is better to target both workers and operators. This approach is more suited to the
informal economy which would require unions to carry out education and training for both
operators and workers. Unlike in the formal economy with its clearly distinct relationships between
employers and employees, the boundaries are less clear in the informal economy.  For instance,
some people are employees in the formal economy whilst they are employers in the informal
economy, thus giving them dual roles.

Stakeholders

The NUNW recognises that the successful organisation of the informal economy will depend on
all stakeholders working together as a team with a common purpose, that of improving the lives
of the people within the informal economy. Trade unions, the government and the various
associations currently organising in the informal economy are the key stakeholders.

Membership

Currently, the NUNW does not have a strategy for organising the informal economy. The NUNW
will have to decide whether each industrial union should have an informal economy committee
or whether one committee should be formed at the NUNW level for all affiliates. Issues of
membership fee payment and membership eligibility will have to be discussed before any
union intervention in the informal economy.



66

Conclusion and Recommendations

The size of the informal economy in Namibia might be considered small compared to other
African countries. However, the informal economy is growing as can be observed from the
increasing number of stalls operating on the sides of the roads and at shopping centres. This has
become a concern for trade unions because it means that the formal economy is unable to
absorb new job seekers. The direct result is that the trade union membership base is declining
due to loss of jobs in the formal economy.  The informal economy has become an income
provider for people who cannot find work in the formal economy.

Many people who enter the informal economy do so to escape poverty, thus giving the informal
economy its survivalist characteristic. Our study found that most of the operators have been
operating in the informal economy for periods longer than five years. This supports the notion
that the informal economy is not temporary but permanent in nature. Thus government should
introduce policies aimed at creating a conducive environment for the informal economy. Such
policies should be geared towards providing a favourable environment in which informal economy
businesses can grow to become formal businesses.

Monthly average earnings for informal economy operators stand at N$1450, whilst workers earn
average incomes of N$ 375.  The low earnings made by operators play a big role in the operator’s
ability to employ other people and pay them decent salaries.  Currently, very few operators
employ other people.

In order for informal economy businesses to become important players in employment creation,
support is required. Thus we recommend that role players such as government through various
ministries, the NCCI, the financial institutions, training institutions and associations come up with
initiatives to render support to  informal economy operators. Such initiatives must aim to enable
informal businesses to become sustainable and grow to a level where they are able to employ
more people and pay them decent salaries.

The initiatives taken by the relevant stakeholders should be multifaceted and should be undertaken
simultaneously. For instance, an initiative aimed at helping the operators to access funds should
be combined with training on bookkeeping and business management. Government should
intensify its efforts in this regard.

As there are various operators in different industries, their problems differ as revealed by our
study. This simply means that the stakeholders involved in the informal economy will have to
focus on the problems of the various categories of operators and formulate strategies to address
their specific concerns. Basically, there is no “one-size fits-all” strategy that will solve all operators’
problems. Strategies will have to be tailored to meet specific needs. However, the most prominent
problems experienced by operators are linked to finances (both access to and handling of
finances). Thus stakeholders such as associations, unions and government can intervene by
using their influence to provide collateral which would help facilitate the ability of operators to
have access to funds from formal financial institutions.

Only few informal economy operators belong to informal economy associations due to lack of
knowledge and awareness of the existence of such associations. Thus it is recommended that
the existing informal economy associations should embark upon nationwide awareness
campaigns to inform business operators about the benefits of joining such associations.

Currently, Namibia’s trade unions are only organising workers in the formal economy.  There is no
doubt that trade unions should continue to fight for permanent jobs in the formal economy and
actively oppose any policy that threats these jobs. However, due to the growing informal economy,
unions may also need to become engaged there and contribute to improved livelihoods for its
operators and workers.
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Most workers in the informal economy are young females, thus trade unions will have to develop
organising strategies that will attract young women to join. Trade unions will have to formulate
strategies to deal with problems affecting women workers in the informal economy. The long
working hours with no payment of overtime work and low levels of social security registration as
reported by workers is a clear sign of a contravention of the provisions of the Labour Act (1992) in
the informal economy. Thus there is a need for intervention by the relevant institutions such as
trade unions and the Ministry of Labour and Social Welfare to ensure that employers comply with
the legal provisions and that they register their employees with the social security.

The nature of employment relations in the informal economy is different to those in the formal
economy as there is an element of family employment. Thus trade unions should entertain
options of organising both workers and operators and concentrate on issues that affect both.
Due to the heterogeneous nature of the sector, it is advisable that unions target existing informal
economy associations, for example the Okatumbatumba Hawkers Association, and community
leaders as starting points for organising rather than approaching individual operators and workers.
This will make organising easier for the unions.

The majority of operators and workers are interested in joining trade unions. However, the lack of
confidence in and knowledge of trade unions expressed by some respondents clearly indicates
that trade unions will have to undertake information campaigns and prove their worth to gain
recognition and trust within the informal economy. Due to the irregular and low incomes in the
informal economy, it is advisable that trade unions put less emphasis on the payment of
membership fees as this will be a dis-incentive. Membership fees could rather be levied on and
collected through associations. For example, if the Okutumbatumba Hawkers Association became
a member of the NUNW, Okutumbatumba could pay a monthly or annual membership fee to
the NUNW.   Trade unions should not enter the informal economy hoping for monetary gains, but
should rather concentrate on other benefits like increased membership and increased political
power, based on larger representation.
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