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introduction
The informal business sector has long been a controversial issue in economic 
development policy. Some policy-makers view it as a symptom of developmental 
backwardness, a problem that needs to be resolved, while others regard it as a positive 
dynamic which enables large numbers of people to come out of poverty and gain a 
foothold in the mainstream economy. In many developing countries and throughout 
most of Africa, the informal economy contributes significantly to employment. 
Therefore, encouraging entrepreneurship for micro-businesses and innovation in 
the informal sector is perceived as an effective avenue for creating jobs, increasing 
productivity and alleviating poverty. 

This report seeks to examine the role that micro businesses play in the informal sector 
in the Eastern Cape. The report is based on the results of the “Survey of Employers and 
Self-Employed” (SESE). The survey was conducted country-wide by Statistics South 
Africa in 2013.  The focus of the survey was on employers and self-employed people 
(or own account workers) who are engaged in businesses which are not registered for 
VAT or income tax, most of which were in the informal sector (in this report, they are 
referred to as informal businesses). According to SESE, in 2013, the Eastern Cape had 
148 672 people running informal businesses. 

This report presents a baseline profile and the status-quo of the 148 672 informal 
businesses. It seeks to address critical questions that puzzle SMMEs practitioners in the 
province. These questions are as follows:  

What is the contribution of informal businesses to total employment in the province?

In which economic sectors do micro-businesses in the informal sector operate? 

What is the education and skills level of people engaged in informal business?

To what extent do informal businesses contribute to the subsistence economy?

What are the main reasons why people decide to start an informal business?

Where do entrepreneurs in the informal sector get money from to start their 
businesses? 

What is the turnover of micro-businesses and how do entrepreneurs use the profit 
generated by informal business?

What is the status of women entrepreneurs running informal businesses?

What challenges do entrepreneurs running informal business encounter and what 
type of assistance do they need?
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What is the demographic profile (race, gender, age) of people involved in the 
informal businesses? Are youth involved in the informal sector?

What is the rationale behind the newly established Department of Small Enterprise 
Development?

Each question will be dealt with in a separate section. Thus, the structure of this report 
will follow these eleven questions.

rationale for Micro-Business support and 
contextual Background

Why is the focus on micro-business so important today? Why is there the need for 
a new government department solely devoted for SMMEs?  The focus on micro-
enterprise is justified by tough economic conditions characterised by:

Weak economic growth prospects,

Tight fiscal conditions,

High unemployment rate and increasing number of discouraged work-seekers,

High poverty rate and increasing income inequality,

Declining formal employment and increasing informal employment, and

Declining formal businesses and increasing informal businesses (See Annexure 8).

The International Monetary Fund (IMF) has revised South Africa’s Gross Domestic 
Product (GDP) forecast for 2015 down from 2.5% to 2.0%.  Weaker economic growth 
is a major constraint to the objectives of the National Development Plan. It affects 
the fiscus’ potential to raise the resources needed to fund the country’s social and 
economic transformation. Currently, South Africa’s budget deficit is high, debt levels 
are approaching the limits of unsustainability and the economy is vulnerable to global 
volatility. Treasury has therefore proposed a package of fiscal measures - “Treasury 
fiscal consolidation”. The proposals include a lower spending ceiling, reduced 
government consumption expenditure and increases in revenue.

Tighter fiscal conditions, weaker economic growth prospects, high unemployment and 
poverty rates are coercing government into achieving its objectives of creating decent 
jobs, overcoming poverty and reducing inequality more rapidly. To survive this harsh 
environment and escape extreme poverty and unemployment, people embark on various 
subsistence activities such as self-employment in informal businesses. The evidence 
is that growth in informal employment has outpaced growth in formal employment. 
Looking at the Eastern Cape employment index,  Figure 1 shows that, between 1995 and 
2013, jobs in the informal sector increased by 64 index points (from 100% to 164%) while 
jobs in the formal sectors declined by 14 index points (from 100% to 86%). 
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In other words, for every 100 people employed in the Eastern Cape’s formal sector in 
1995, there were 14 fewer people in 2013. However, for every 100 people employed in 
the Eastern Cape’s informal sector in 1995, there were 64 additional people in 2013. 
This implies an employment shift from the formal economy to the informal economy; 
an inflow into the informal sector in the form of self-employment through the creation 
of micro-enterprises. This reality cannot be ignored. Given the trend towards increase 
in informal sector employment, this report emphasises the role that the 148 672 
entrepreneurs running informal businesses may play in employment creation. It also 
stresses the need for training and skills development of these entrepreneurs.

Not only has formal employment contracted over time but the number of formal 
businesses significantly declined in the Eastern Cape after the 2009 recession, as 
evidenced in Figure 2. The shift from formal businesses to informal businesses is a 
wake-up call for researchers and policy-makers who need to acknowledge the role that 
micro businesses in the informal sector are playing and can play in the economy. This 
document aims to contribute to the discussion that seeks to uplift informal businesses 
and local economic development.
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Figure 1: eastern Cape employment index (1995 = 100)
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Figure 2: Post-recession decline in formal businesses (eastern Cape: 3Q2009 - 3Q2014)
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sese context and Methodology

The Survey of Employers and Self-Employed (SESE) is based on a household survey, 
consisting of two stages. In the first phase, individuals who are running businesses 
are identified using the Quarterly Labour Force Survey (QLFS) sample. The second 
phase is a follow-up on the owners of these businesses to ascertain whether or not 
the business is registered for VAT and whether or not income tax is paid. Only those 
businesses not registered for VAT and income tax were selected. For lack of a better 
word, SESE considers these businesses as informal businesses. In the Eastern Cape 
there were 148 672 in total.

The next question is how to classify these types of informal enterprises? The 
Department of Trade and Industry (dti) classifies enterprises in different groupings and 
most literature considers three broad sets of enterprises:

Survivalist enterprises: Operate out of necessity to secure a minimal income with 
little capital and skills and with scant prospect for upward growth;

Micro-enterprises: With growth potential that involves the owner and family 
members or at the most four employees and whose turnover is below R 150 000; and

Small and medium-sized enterprises: With 5 to 100 and 100 to 200 employees 
respectively which are still owner-managed and fulfil all the trappings associated 
with formality. 

The debate on the definition and classification of SMMEs, formal and informal sector, 
survivalist versus micro enterprises, micro versus small enterprises, falls outside the 
scope of this report. The main purpose of this document is to highlight the potential 
role that self-employed entrepreneurs can play in the Eastern Cape informal sector. 

According to the Organisation for Economic Co-operation and Development (OECD) 
(2014),  self-employment may be seen either as a survival strategy for those who cannot 
find any other means of earning an income or as evidence of an entrepreneurial spirit and 
a desire to be one’s own boss. According to the International Labour Organisation (ILO) 
(2013: 14), self-employed persons include employers, own-account workers, members 
of producers’ co-operatives, and unpaid family workers. People in micro-businesses 
generally do not have a formal contract to receive a fixed amount of income at regular 
intervals, but they share in the income generated by the enterprise. Unpaid family 
workers are particularly important in farming and the retail trade. Micro-businesses in the 
informal sector typically operate on a small scale.

The next section looks at the contribution the 148 672 informal businesses make to total 
employment in the province.
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What is the 
contriBution of 
inforMal Businesses 
to total eMployMent 
in the province?

contriBution to total eMployMent of 
inforMal Businesses

During the survey in 2013, the Eastern Cape had in total 1 309 338 people employed.  
Of these, 

1 116 525 people (85.2%) were employed by someone else for pay,

122 281 people (9.3%) were self-employed (own account workers), 

61 386 people (4.7%) were employers, and

9 646 people (0.7%) helped in households or businesses without being paid.

In total, there were 193 313 people who fell under three categories, namely, self-
employed, employers or helping without being paid. Of these, 148 672 people (76.9%) 
were engaged in informal businesses, defined as businesses not registered for VAT and/
or income tax. These 148 672 entrepreneurs who were involved in informal businesses 
represent 11.4% of total employment in the province. In other words, the Eastern Cape’s 
informal businesses contribute 11.4% to total employment. This contribution of 11.4% 
is very substantial. It by far surpasses that generated by Agriculture (6.0%), Mining 
(0.2%), Electricity (0.6%), Construction (6.4%) and Transport (3.0%). It is almost equal to 
that generated by Finance (11.2%) and Private Households (11.5%). The contribution is 
significant and it deserves full attention.

This finding is in agreement with the World Bank SMME survey that has recognised that 
micro-businesses are generally associated with more labour-intensive production and 
are hence perceived to have a high labour-absorptive capacity. 

In South Africa, many researchers have observed, however, that most of the employment 
generated in the economy does not result from the expansion of more established and 
larger SMMEs, but from the formation of new micro- and survivalist enterprises.
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Where are inforMal 
Businesses spatially 
located? 

Informal businesses are not spread equally across the provinces. The distribution 
share ranges from 30.3% in Gauteng to 0.9% in Northern Cape (See Table 1). The 
Eastern Cape share of 9.3% to total informal businesses closely mirrors the province’s 
contribution of 8% to the economy (GDP) and its share of 9% to total employment. 
Informal businesses are also scattered unevenly across the Eastern Cape district 
municipalities, ranging from 32.8% in Amathole to 2.6% in Cacadu. 

Table 1: Number of people running informal businesses in rSA and in eastern Cape

Provinces in RSA Informal 
Businesses

% Share Eastern Cape 
Districts

Informal 
Businesses

% Share

 Northern Cape         14 033 0.9%    Cacadu          3 835 2.6%

 Free State         62 727 3.9%    Alfred Nzo          7 493 5.0%

 North West         75 120 4.7%    Chris Hani        14 499 9.8%

 Western Cape         94 793 5.9%    NMBM        15 865 10.7%

 Eastern Cape      148 672 9.3%    Joe Gqabi        15 920 10.7%

 Mpumalanga       169 372 10.6%    O R Tambo        42 350 28.5%

 Limpopo       230 692 14.4%   Amathole & BCM        48 709 32.8%

 KwaZulu-Natal       321 288 20.1%  

 Gauteng       484 414 30.3%        

 RSA      1 601 112 100.0%    Eastern Cape       148 672 100.0%

An interesting finding in Table 1 is that a pronounced majority (61.3%) of informal 
businesses are found in the Amathole and O R Tambo districts, which is an indication 
that informal businesses in the Eastern Cape are not necessarily an urban phenomenon. 
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What is the size 
of eMployMent in 
inforMal Businesses?

Do employers in micro-informal businesses have the capacity to employ many workers? 
As specified is section 2.1, in 2013, there were in total 61 386 employers in the Eastern 
Cape. Of these, 36 853 employers were engaged in informal businesses. Table 2 shows 
that 84.1% of employers running informal businesses employed less than 4 people. This 
is an indication that most informal businesses (84.1%) are probably limited to the main 
bread winner plus an additional one or two members of the family or relatives and/or 
persons outside the family. 

Table 2: informal businesses and size of employment in eastern Cape and in rSA, 2013

Number % Share

RSA EC RSA EC

<2 people 234 272 23 054 60.3 62.6

(2 to 3) 99 783 7 929 25.7 21.5

(4 to 5) 27 704 3 079 7.1 8.4

(6 to 7) 16 443 1 685 4.2 4.6

(8 to 10) 3 611 120 0.9 0.3

>10 people 6 439 986 1.7 2.7

TOTAL 388 252 100.0% 100.0 100.0

A taxi business is a typical example of an informal business that employs 2 to 3 people, 
namely the taxi owner, a driver and a person collecting money inside the taxi. In 
construction, micro-businesses are able to have more than 10 workers.  

In this way, the informal business sector plays a vital role in creating jobs. It also 
contributes to government’s objective of a “growing and inclusive economy” through 
micro-informal businesses’ ability to attract unskilled labour into the mainstream 
informal economy. As more workers in informal businesses are taken from the vast pool 
of poor and unskilled labour, the income generated in micro-businesses is redistributed 
to those who previously struggled to get formal jobs. Subsequently, narrowing the gap 
between the “haves” and “have nots”, and income inequality. The goal of eradicating 
hunger and promoting sustainable livelihoods and self-reliant households is better 
achieved when everyone learns to do something for subsistence, rather than only 
relying on social security grants. The next section shows the extent to which informal 
businesses contribute to the subsistence economy.
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to What extent do 
Micro-inforMal 
Businesses 
contriBute to the 
econoMy? 

suBsistence econoMy

The question is: “To what extent do informal businesses contribute to the subsistence 
economy?” To respond to this question, we looked at how the profit generated by 
micro-businesses is utilised. Figure 3 shows that almost three quarters (74%) of the 
profit generated in the business is spent on household items. This is an indication that 
informal businesses are mostly operating for subsistence purposes.  The other quarter 
of the profit is either saved or re-invested in the business.  

iMpact of Micro-Businesses on the econoMy

What is then the impact of household consumption expenditure on the provincial 
economy? (See Figure 3 and Figure 4 on net profit generated by informal businesses 
and how the profit is spent). From an economic perspective, an increase in spending by 
households has incredible spin-off on the economy as a whole. As households spend, 
they create demand for goods and services. The increase in demand for consumer goods 
stimulates the activities of suppliers to produce more in order to meet the demand made 
by informal businesses.  As demand increases, suppliers of goods and services in the 
respective value chains might want to increase the number of workers in the production 
process. In this way, informal micro-businesses would have contributed firstly to 
more production output which lead to economic growth, and secondly to employment 
creation with lead to dual impact, the reduction of the rate of unemployment and the 
rate of poverty in the province. Other broad indirect impacts are felt in various economic 
sectors. For example: A street vendor’s activities positively impact on the transport and 
telecommunication sector when using a taxi or a bus to purchase goods and buying air-
time to communicate with both their clients and suppliers; the finance sector when he/she 
deposits a portion of the profit in a banking institution; the water and electricity sectors as 
part of daily household consumption expenditure; and trade (retail trade), as the leading 
sector that dominates the informal business.
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Figure 3 shows that as little as 10% of the profit generated by informal enterprises is 
reinvested in the business, signalling limited potential for expansion.  However, at least 
16% of the profit is saved in a banking institution. This is good news because, in contrast 
with the profit generated from informal businesses, government grant beneficiaries do 
not keep a portion of the grant for saving. Lack of saving symbolises vulnerability for 
future eventualities.

Figure 3: What do you do with the profit generated from the business?
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What are the 
turnover levels and 
profit Margins in the 
inforMal sector?

definitions

Turnover refers to the total amount generated from sales. It excludes any money 
coming from sources not related to the business. Profit refers to the money generated 
from the business after deduction of expenses.

turnover levels

The proportion of Eastern Cape entrepreneurs running informal businesses with a 
monthly turnover level of R0 – R1500 declined from 82.9% in 2001 to 76.8% in 2005. It 
further declined from 71.2% in 2009 to 56.3% in 2013. 

In 2013, a larger proportion (35.5%) of informal businesses had a turnover level of R0 – 
R750; 20.5% had a turnover level of R751 – R1500; 17.9% had a turnover level of R1501 – 
R3000; 14.1% had a turnover level of R3001 – R6000; and 11.7% had a turnover of R6001 
and more. This picture more or less mirrors that of the country of a whole.

net profit

Overall, there has been an improvement in the net profits earned by entrepreneurs 
running informal businesses. The largest improvement occurred among those who 
earned net profits of R3001 – R6000 which, between 2009 and 2013, increased by 3.9 
percentage points.

Figure 4: Net profit generated in the eastern Cape’s informal businesses, 2013
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Figure 4 shows a large proportion (32%) 
of Eastern Cape entrepreneurs running 
informal businesses with a monthly 
profit level of R0 – R350 which does 
not pull them out of extreme poverty.  
However, 18% of entrepreneurs have 
net profits which is above the minimum 
living level (MLL), hence they fall 
outside the pool of poor people. In 2013, 
the MLL for an average family in the 
Eastern Cape was R2 313.
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in Which econoMic 
sectors do inforMal 
Businesses in 
the eastern cape 
operate?

The Eastern Cape Provincial Development Plan (PDP) is quite silent on informal 
businesses. However, the National Development Plan (NDP) acknowledges the fact 
that informal business activities cut across economic sectors. The NDP prioritises five 
economic sectors for intervention, namely: 

Retail Trade sector: Street traders, “spaza” shops, general dealers including those 
operating in the fleet market

Manufacturing sector: handmade textile and craft, manufacturing of local beverage 
and local medicine

Services sector: Auto sector: panel beaters, car wash, auto-mechanics, spray painters, 
hairdressers, dressmakers, day-care centre, tourism

Construction sector: Artisans and entrepreneurs in construction are: tilers, painters, 
plumbers, electricians, carpenters, welders, bricklayers 

Agriculture: Given the rural nature of the Eastern Cape, both primary and secondary 
agriculture activities are targeted.

The five sectors identified in the NDP coincide exactly with the dominant sectors in the 
Eastern Cape’s informal businesses (See Figure 5 below). Stats SA Survey of Employers 
and the Self-Employed (SESE) results for the Eastern Cape reveal an interesting finding, 
that is, a pronounced majority of the informal businesses are found mostly in the 
tertiary sector, especially in retail trade. This is not surprising, as it is well known that 
primary and secondary activities require an amount of capital (land for the former, 
machinery and equipment for the latter), which is often not affordable to emerging 
enterprises, especially the micro-informal enterprises. Figure 5 shows that in total, 58% 
of informal businesses are involved with trade. The informal street trading sector plays 
an important role in providing a security net for millions of unemployed people in the 
Eastern Cape economy.

The primary market of the informal street trading sector lies in the provision of basic 
consumer goods and services to people in the low-income categories. It is often 
argued that as the purchasing power of the lower income classes declines, they tend to 
purchase lower quality goods at lower prices from street traders.



Potential Role of Micro Businesses & entrepreneurs in the easteRn CaPe infoRmal seCtoR 

sectors in  
which informal   

businesses  
oPerate

CONSTRuCTION 

12%

TRADE 

58%

COMMuNITy 
SERvICES 

8%

FINANCE 

8%

MANuFACTuRING 

8%AGRICuLTuRE 

1%

TRANSPORT 

5%

Figure 5: in which economic sectors do informal businesses operate?

A detailed sectors analysis paints a much clearer picture of the top four leading 
sub-sectors (See Figure 6). It shows that, of the 148 672 informal businesses in the 
Eastern Cape, 72 946 operate under “retail trade not in store”; 16 965 in “building, 
construction and civil engineering”; 8 144 in “other service activities”; and 8 106 in 
“other land transport”.  

Irrespective of the industries where they operate, entrepreneurs engaged in informal 
businesses are better off than those unemployed or discouraged work-seekers who 
are not in education institutions. There are two main reasons for this. Firstly they 
are independent and they can earn money by themselves. Secondly, they are their 
own bosses and are able to afford basic needs. Entrepreneurs need skills to run their 
businesses effectively. The next section deals with the question of education and skill 
levels of entrepreneurs that are involved in informal businesses.
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Figure 6: Detailed sectors where informal businesses in the eastern Cape operate
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What is the  
education and skill 
level of people 
engaged in inforMal 
Business?

The OECD report on “Entrepreneurship skills for growth-orientated business” 
emphasises the role that education and training opportunities plays in cultivating future 
entrepreneurs and in developing the abilities of existing entrepreneurs to grow their 
businesses to greater levels of success. Generally, entrepreneurs enter the informal 
sector with different education and skill levels. Some economic sectors such as ICT 
and finance demand high skilled workers. Other sectors such as retail trade (street 
vendors) and transport (taxi-driver) require low to medium skilled workers. Figure 7 
shows that 80% of people engaged in informal businesses in the Eastern Cape have an 
education level below matric. Those who have completed secondary (15%) and tertiary 
(4%) education are a few (See Annexure 5 for detailed education levels). This is not 
surprising since most entrepreneurs in the informal businesses are involved in retail 
trade which generally employs low to medium skill workers. 

The importance of the micro-enterprise economy resides in its capacity to pull 
unemployed low-skilled labour into the informal sector - people whose skill levels 
are not sufficient to qualify for employment in larger formal firms. As technology 
progresses in the tertiary sector, the unskilled excess labour force is absorbed into the 
micro-informal sector and is also exposed to business experience, thereby encouraging 
a “learning-by-doing” effect. 
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informal  
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education  
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Figure 7: education level of people engaged in informal business: eastern Cape, 2013

There is a discrepancy between the education levels of entrepreneurs engaged in 
informal businesses in the Eastern Cape and those in the country as a whole. This is 
shown in Table 3 where 4.1% of entrepreneurs in the Eastern Cape, compared to 8.7% 
for RSA, have a tertiary qualification1. 

Table 3: education level of people engaged in informal business in rSA and in eastern Cape

 No 
schooling 

 Less than 
primary 

completed 

 Primary 
completed 

 Secondary 
not 

completed 

 Secondary 
completed

Tertiary Other Total

RSA 7.0 13.5 7.4 43.5 18.8 8.7 1.1 100

EC 1.6 13.4 8.5 56.2 15.3 4.1 1.0 100

1ECSECCs report “Assessing the skills level and role of education in the Eastern Cape Labour market” provides 
detailed analysis of education and skills across a range of labour market indicators. 
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The OECD has identified four main critical skills that business people in the informal 
sector need in order to be successful. These are:

Technical skills: which are those skills necessary to produce the appropriate product 
or service needed in the market; adopting the product to the need of consumers;

Managerial skills:  which are essential to the day-to-day management and 
administration of the business;

Entrepreneurial skills: which involve recognising economic opportunities and acting 
effectively on them; 

Personal maturity skills: which include self-awareness, accountability, emotional 
skills, passion for business, and creativity.

In addition to the above skills, entrepreneurs, irrespective of their respective locations 
(urban or rural), need to have the following capabilities: 

The ability to identify and exploit a business opportunity;

The human creative effort of developing a business or building something of value;

The willingness to undertake risk;

The competence to organise the necessary resources to respond to the opportunity.

Why is there so much emphasis on skill? This is simply because the structure of the 
Eastern Cape economy is such that three quarters of the province’s output is generated 
by the tertiary sector. This sector requires high-skilled labour. Yet the province is 
saturated with unskilled people who are unable to get jobs in the tertiary sector. 
Unemployed and discouraged work-seekers seek alternative avenues for survival, some 
of which end in informal businesses. From a different viewpoint, it has been suggested 
that, in cases of mismatch between the demand and supply of unskilled labour, a 
shift in the sectoral composition of the economy may be an important avenue for the 
generation of employment opportunities. The question here is whether a more robust 
informal business sector growth strategy in the province will bring about such changes. 
The answer is that these informal businesses are more labour-intensive and therefore 
likely to employ unskilled labour, and must be accompanied by a “skills upgrading 
process.” Hence the need for a strategy that seeks to improve the skill and education 
levels of entrepreneurs who enter the informal sector. The evidence is shown in Table 4 
with only 6.4% of people claiming to have entered the informal business because they 
had the necessary skills to operate in that sector. What about the others? Their reasons 
for starting informal businesses are provided in the next section.
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What are the Main 
reasons Why people 
decide to start an 
inforMal Business?

Motivation and passion for an activity are often regarded as a driver for success. 
Entrepreneurs who are not motivated and passionate about business are likely to 
fail. The question is what motivates people to start an informal business? The top 
three reasons why people decide to start an informal business are: “unemployment” 
(64.1%); “lack of alternative source of income” (7.3%); and “possession of appropriate 
skills for the business” (6.4%). These three reasons were reported by over three 
quarters of respondents. Annexure 1 provides these reasons for each district 
municipality. Unemployment remains the leading reason, ranging from Alfred Nzo 
(83.4%) to Cacadu (41.2%).

Unfortunately a very small percentage of entrepreneurs (5.8%) get involved in informal 
business activity because they have a passion for it while (3.1%) are motivated by the 
expected income that the business will generates.

TAble 4: Main reasons why people decide to start an informal business in the eC and in rSA

 

Informal 
Businesses 

(RSA) % Share

Informal 
Businesses 

(EC) % Share

unemployed       965 964        60.3        95 278 64.1

I have no alternative income source       125 682          7.8        10 864 7.3

I have the skills for this business       112 711          7.0          9 502 6.4

I like the activity        64 333          4.0          8 676 5.8

Inherited/family tradition        63 483          4.0          2 732 1.8

Retrenched        59 552          3.7          5 839 3.9

Inadequate income from the other 
source        58 686          3.7          6 863 4.6

New opportunity/idea        51 383          3.2          3 661 2.5

Other reasons        47 227          2.9             591 0.4

unhappiness with previous work        25 485          1.6   0.0

Activity brings high income        17 207          1.1          4 665 3.1

I have equipment for this business          5 089          0.3   0.0

Small investment needed          4 310          0.3   0.0

TOTAL      1 601 112            100         148 672 100.0
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Government incentives for SMMEs often yield unexpected results because some 
entrepreneurs who enter the SMMEs sector do so merely to enjoy the incentive. 
Furthermore, they lack motivation and passion for business. This is probably one of 
the reasons why start-up funds allocated to SMMEs started by poor and unemployed 
people do not yield expected results. If someone is starving, his immediate priority 
is food. Hence any assistance that comes his way will easily be rerouted towards 
addressing his immediate need. Such people should be assisted through another 
government programme of action that deals with food security and hunger alleviation. 
Little has been done to ensure that government incentives and grants are utilised for 
their intended purposes. 

The strategy of boosting existing informal businesses should be geared towards 
entrepreneurs who have demonstrated sustainability over a certain period, and 
entrepreneurs with the ability to graduate from micro to small enterprises or successful 
companies. Priority should not be towards people who come only to enjoy incentive 
benefits, but rather to those who have endured the test of time.  The next section 
deals with the life span of informal businesses. The question asked to entrepreneurs in 
informal business was: “When did the informal business start operating?”
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When did the 
inforMal Business 
start operating?

This question on the life span of the informal business can be interpreted in two 
ways. Firstly, the number of years in existence shows how the business and/or 
the entrepreneur stood the test of time and demonstrated a form of sustainability. 
Secondly, it indicates the duration of stagnation or the inability to progress and 
graduate from survivalist to micro enterprise; or from micro to small enterprises. 

TAble 5: life span of informal businesses in rSA and in eastern Cape

  Number % Share

   Less 
than 1 

year 

 1 but 
less than 

3 years  

 3 but 
less than 

5 years  

 5 but 
less than 
10 years  

 10  years 
ago and 

more 

 TOTAL 
(%) 

RSA  1 601 112 20 24 18 18 21 100

Eastern Cape     148 672 24 23 21 17 16 100

Cacadu        3 835 31 25 15 19 10 100

Amathole + BCM       48 709 28 12 24 13 23 100

Chris Hani       14 499 7 33 43 13 4 100

Joe Gqabi       15 920 24 13 27 33 3 100

O R Tambo       42 350 24 28 15 20 12 100

Alfred Nzo        7 493 32 17 10 16 25 100

NMBM       15 865 15 44 15 11 15 100
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Figure 8: How many years has your informal business been in existence?
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There are three other fascinating findings in this report that substantiate the role of 
informal businesses: 

Life span: Table 5 and Figure 8 reveal that 16% of informal businesses in the Eastern 
Cape (21% for RSA) have being in existence for a decade or more. This implies 
profitability in the informal business sector because no entrepreneur will continue 
doing business if he/she is consistently losing money.  

Investment and savings: The fact that 16% of profit made by informal businesses 
goes towards savings and 10% is re-invested in the business (See Figure 3), suggests 
a form of business success and hope for sustainability. 

Profit beyond the Minimum Living Level: Figure 4 reveals that 18% of entrepreneurs 
engaged in informal businesses earn a net profit level of R3001 and above, which is 
higher than the MLL of R2 313 for an average family in the Eastern Cape. 

These three reasons suggest that informal businesses have for decades generated 
income to sustain vulnerable households and the informal sector has therefore 
contributed towards the reduction of poverty and inequality. Hence, this document 
suggests that government grants are not the only factor that has contributed to the 
alleviation of extreme poverty.
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Where do 
entrepreneurs get 
Money to start 
inforMal Business? 

The questions asked were: Where did you get money to start your business? Did 
you use your own money to start the business? Did you borrow money to start the 
business?  The survey reveals that out of the 148 672 informal businesses in the Eastern 
Cape, 94 921 (64%) did not use their own money to start their businesses. However, 
there were 53 751 informal businesses (36%) that did use their own money to start 
the business. Table 6 shows that of these 53 751 entrepreneurs; 19 706 of them used 
savings to start their business while 17 766 used the wages earned in the previous job 
to start the business. Given the rural nature of the province, it was anticipated that 
a large number of people would sell their livestock and crops in order to start their 
business. The survey result shows, however, very few people (628) sold their livestock 
or crops to get start-up-funds. Moreover, a large number of entrepreneurs (7 794) 
used the money paid out from a stokvel to start their businesses. This type of informal 
arrangement is effective for community development and could be formalised through 
banking institutions.

TAble 6: What was the main source of your own money?

  %  Number

Previous and/or present wage employment 12%     17 766 

Other business 2%      2 441 

Sale of livestock/crops 0%         628 

Sales of other assets 2%      2 652 

Inheritance 1%         859 

Pension from work 0%         675 

Retirement/severance pay 1%      1 224 

An investment policy that matured 0%             5 

Money paid out from a stokvel 5%      7 794 

Other savings 13%     19 706 

SuBTOTAL:  used own money 36%     53 751

used other sources 64%     94 921 

TOTAL 100%    148 672 
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The survey further reveals that there were 21 737 entrepreneurs (14%) who got loans 
to start their businesses. Of these 21 737 entrepreneurs, 20 213 of them got their 
loan from friends. A very small portion (0.5%) got their loan from a commercial bank 
and from credit societies (Stoklvels). No loan was obtained from an NGO, CBO, or 
business partners.

access to financial institutions

The vast majority (84%) of entrepreneurs running informal businesses in the Eastern 
Cape do not have a bank account and about 97% do not have credit facilities. At least 
one out of every 100 entrepreneurs in the informal business uses cell phone banking 
while two out of every 100 entrepreneurs in the informal business use internet 
banking (See Table 7).

TAble 7: Access to financial institutions

   yES 

Does the business has a current/savings account? 16%

Does the business has an investment account? 5%

Does the business has a loan account 6%

Does the business has a mortgage account? 0%

Does the business has a credit facility? 3%

To make payment does the business uses internet banking? 2%

To make payment does the business uses cell phone banking? 1%

The next section presents the demographic profile of entrepreneurs who are running 
informal businesses. Any strategy geared towards promoting micro-enterprises should 
take cognizance of the status quo of people driving the sector.
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deMographic profile 
of people engaged in 
inforMal Businesses 

TAble 8: Demographic profile and distribution of people engaged in informal businesses

% Share

South Africa  
1 601 112 informal 

businesses                  

Eastern Cape   
148 672 informal 

businesses                 

youth (15 to 34) 29.0 35.1

Adult (35 +) 71.0 64.9

Total 100.0 100.0

Female 44.9 52.2

Male 55.1 47.8

Total 100.0 100.0

Black African 88.5 95.5

Coloured 3.0 0.1

Indian 2.5 1.9

White 6.0 2.6

Total 100.0 100.0

Married 39.5 47.5

Stay together 12.8 2.5

Widow/widower 8.1 9.5

Divorced 5.1 5.5

Not Married 34.5 35.1

Total 100.0 100.0

Informal businesses in the Eastern Cape are predominantly run by adults (64.9%), 
females (52.2%), black Africans (95.5%), and married people (47.5%). This pattern does 
not quite mirror that of South Africa as a whole, where adults account for 71.0%, males 
(55.1%), black Africans (88.5%), and married persons (39.5%). Youth in the province are 
not well represented in this sector. Given the importance that gender inequality plays as 
part of the Millennium Development Goals, and vulnerability of women in rural areas, 
the next section is devoted to the status of women engaged in micro-businesses.
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What is the 
status of WoMen 
entrepreneurs 
running inforMal 
Businesses?

Barriers to entry into the formal market for women are very complex. The literature has 
shown that risks for female entrepreneurs are greater than those for men, because they 
have to operate in a traditionally male dominated environment. There is also a lack of 
training in entrepreneurship. Fortunately, the informal sector has very limited barriers 
to entry, making it easier for females to enter the sector.

In South Africa, the Eastern Cape Province has the highest proportion of female 
(52.2%) participation in informal businesses (See Figure 8). This could be attributed 
to demographic issues, migration patterns and also the fact that the province is 
considered a labour reservoir, where many males leave the province to work in other 
provinces, especially in the mining sector. 

Figure 9: gender ratio in the informal business
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Gender disparity is pronounced in the NMBM where out of the 15 865 informal 
businesses, only 5 775 informal businesses (36%) are run by males and 10 089 informal 
businesses (65%) by females (See Table 9 and Figure 9). 

More information on informal businesses by gender is provided in Annexure 6 (detailed 
sector analysis showing sub-sector where women operate); Annexures 4 and 7 (spatial 
distribution at district level); and Annexure 3 (detailed education levels).

TAble 9: Distribution of informal businesses by gender in the eastern Cape’s District Municipalities

  Number Gender ratio (%)

  Total Male Female Male Female Total

RSA  1 601 112   881 424   719 688 55% 45% 100%

EC     148 672     71 061     77 612 48% 52% 100%

Cacadu        3 835      1 665      2 170 43% 57% 100%

Amathole + BCM       48 709     24 752     23 958 51% 49% 100%

Chris Hani       14 499      8 583      5 916 59% 41% 100%

Joe Gqabi       15 920      6 309      9 611 40% 60% 100%

O R Tambo       42 350     20 093     22 257 47% 53% 100%

Alfred Nzo        7 493      3 883      3 610 52% 48% 100%

NMBM       15 865      5 775     10 089 36% 64% 100%

Education attained is an important factor determining the employability of a worker. 
Generally illiterate people are unlikely to fully participate in mainstream economic 
activities. The table below shows that 82% of females running informal businesses 
have not completed secondary school. The majority of these women are engaged in 
retail trade.

Of great concern are the 2 395 entrepreneurs running informal businesses but with no 
schooling and most of them (76%) are female (Table 10).

TAble 10: education levels and gender of people running informal businesses in the eastern Cape

   TOTAL  EC (%)  Distribution (%)  Gender ratio (%) 

       Male  Female  Male  Female 

   Number  % Share     71 061     77 612    

No schooling      2 395 2% 1% 2% 24% 76%

Less than primary completed     19 901 13% 16% 11% 58% 42%

Primary completed     12 593 8% 7% 10% 40% 60%

Secondary not completed     83 517 56% 54% 59% 46% 54%

Secondary completed     22 761 15% 15% 15% 48% 52%

Tertiary      6 032 4% 5% 3% 58% 42%

Other      1 473 1% 2% 0% 0% 0%

Total   148 672 100% 100% 100% 48% 52%
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What challenges do 
inforMal Business 
face and What type 
of assistance do 
they need in order  
to groW? 

challenges that inforMal Businesses face

An OECD (2012) report on “Skills Development for SMEs and Entrepreneurship”, has 
identified reasons why micro-businesses fail to grow to their full potential. These 
reasons point to the challenges that entrepreneurs in informal businesses face when 
running a business. The most frequently mentioned reasons for failure were: (a) 
the founder’s inability or unwillingness to change, (b) lack of management skills, 
experience and know-how, (c) not keeping complete and accurate records, (d) having 
little focus on activities (attempting to be all things to all people), (e) under-pricing, (f) 
underestimating competition, (g) lack of vision (h) poor marketing activities, (i) weak 
financial control, (j) lack of strategic planning, and (k) inadequate liquidity. 

Many of these causes of micro-business failure could also be identified as barriers for 
growth and therefore, should be considered in any training needs analysis of micro-
businesses development. The SESE was also concerned about challenges hampering 
growth and posed a question to ascertain what type of assistance informal businesses 
needed in order to grow. Most responses suggested that “Better access to suppliers 
and raw material” (42%) and “assistance with marketing” (41%) were the challenges 
needing most assistance (See Table 11).

TAble 11: in order to grow and progress, does your business needs assistance with

YES NO Total

Less strict government regulations 20% 80% 100%

Access to modern technology 21% 79% 100%

Provision of an alternative  site 24% 76% 100%

Better contact with other businesses 26% 74% 100%

Better access to loans 29% 71% 100%

Assistance with marketing 41% 59% 100%

Better access to supplies and raw material 42% 58% 100%
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hoW to assist entrepreneurs in running 
Micro-enterprises?

personal transformatIon

The history of apartheid has led to low-self-image of potential entrepreneurs, especially 
those trapped in rural areas. Trading was largely banned for black people and mostly 
in the townships. People’s mind-set needs transformation. Personal transformation 
is regarded as an important part of training programmes for entrepreneurs involved 
in informal business because learning starts with a deeper understanding of one’s 
strengths and weaknesses. Therefore, entrepreneurs must first learn about their own 
identity and personality. Such knowledge is used to make assessments, judgments, 
or decisions involving opportunity evaluation, venture creation, and growth. Since 
informal business operates in an unregulated and unstructured environment, 
recent cognitive research in entrepreneurship has revealed that to be successful, an 
entrepreneur in informal business must be a ‘motivated tactician’, a “fully engaged 
thinker who has multiple cognitive strategies available” and the ability to shift and 
choose rapidly from various options presented before him/her. His/ her options could be 
based on specific goals, motives, needs and circumstances, to enhance the ability to act 
(or not) in response to eventualities and opportunities at hand.  

One would expect “better access to loans” to be a primary need for informal businesses. 
However, SESE results show that 7 out of every 10 entrepreneurs engaged in informal 
businesses do not regard better access to loans as a challenge that could slow their 
business growth. The need for better access to loans ranged from 16.5% in NMBM to 
40.6% in Chris Hani. Figure 10 shows that about 29% of business people in the informal 
sector perceived “better access to loans” as a challenge for business growth.

Figure 10: entrepreneurs in need for better access to loans (%) 
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This is referred to as ‘adaptable decision-making’, or the ability to shift rapidly from 
one mode of thinking and analysis to another in making decisions under unpredictable 
and rapidly changing circumstances, a hugely important factor in the development of 
entrepreneurship skills to grow a businesses.

Once personal transformation is achieved, entrepreneurs in the informal business 
sector are, on their own, able to think tactically, to adapt and make informed decision.  
The next step is peer-to-peer mentoring to uplift new entrants into the informal 
business sector.

peer coachIng programme for human capItal development

The role of a peer coaching programme for human capital development has recently 
gained momentum in developing African countries. Informal businesses can form 
co-operatives to enhance network opportunities with peers engaged in similar 
activities. Research has revealed that peer relationships develop a community for 
entrepreneurs that provides important networks for sharing knowledge, support, 
and possible business collaboration. An important finding is that entrepreneurs, 
when presented with the opportunity to connect with other entrepreneurs in a non-
competitive environment, build significant social capital. This social capital is used by 
all participating members to advance their own knowledge and expertise, to learn from 
the experiences of others, and to help each other. The relationship with peers provides 
entrepreneurs with “needed emotional and psychological support”. This aspect of 
human capital development is frequently underestimated by service providers but more 
recently, training programmes are offering participants greater opportunity to develop 
their social capital through enhanced networking opportunities. Peer-to-peer mentoring 
from successful entrepreneurs is a critical element of any training programme (mentors 
must also be motivated to work in this role). Fortunately, Government has established 
a new department - the Department of Small Business Development (DSBD), that will 
assist SMMEs. The next section elaborates.
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role of the 
departMent of 
sMall Businesses 
developMent 

The development and promotion of SMMEs is an important policy focus area of the 
Eastern Cape. The key rationale for the promotion of SMMEs is the potential this sector 
offers the economy in terms of employment creation. Hence, the Department of Small 
Business Development (DSBD) has been newly established.  According to the DSBD, 
SMMEs contributes 57% of South Africa’s Gross Domestic Product and account for 
56% of employment. A wide range of policies, policy programmes and initiatives have 
already been initiated. The 1995 White Paper on Small Business and most recently the 
National Development Plan (NDP) predict that by 2030 90% of new employment will be 
generated by small, medium and micro enterprises (SMMEs). 

The newly established DSBD seeks to promote entrepreneurship, to unlock potential 
through better business environments and to promote more competitive small 
businesses. It will provide support to SMMEs and cooperatives. The DSBD department 
is new but the SMME sector is old.

The DSBD  will focus on three main areas namely, micro enterprises, small business 
specifically in high-growth sectors, and black owned and managed small and medium 
enterprises. The DSBD together with the department of Economic Development and 
Trade and Industry will provide support for township economies and ensure the 
implementation of innovation and entrepreneurship programmes.

The DSBD has been allocated a budget of R6.5 billion over three years, with proposed 
tax relief to reduce the tax burden on micro-enterprises. This budget will enable the 
DSBD to carry out its assigned task of support to small business and cooperatives. 
The DSBD is mandated to enhance coordination and transversal agreements, and to 
advance localisation, leveraging on public support of small business. The DSBD is also 
mandated to:

Consolidate public agencies including: Small Enterprise Development Agency 
(SEDA), Cooperatives Development Agency and Cooperatives Tribunal, and state-
owned companies

Support enterprise coaching including: Centres for Entrepreneurship and the Youth 
Enterprise Development Strategy

Facilitate mentorship including: national business upliftment support
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Stimulate incubation including: Incubation Support Programme

Bolster intensive support programmes including: Support Programme for Industrial 
Innovation (SPII), Enterprise Development Programme, Gender and Women 
Empowerment Programmes and Cooperatives Incentive Scheme.

The DSBD undertakes to do this by taking into consideration the Preferential 
Procurement Policy Framework Act, and strategies to develop the empowerment of the 
youth, women and cooperatives. The DSBD will continue collaborating with provincial 
entities to advance the Cabinet Decision of 2007 which called for 85% procurement of 
ten specified products and services in areas of focus that include the green economy, 
ICT, energy, manufacturing as well as manufacturing.

The DSBD is not a duplicate of the dti. The DSBD has prioritised entrepreneurship and 
the advancement of small, medium and micro enterprises as the catalyst to achieving 
economic growth and development, whereas the dti provides financial support to 
qualifying companies in various sectors of the economy.

The DSDB drew its legislation from the Small Business Development Act of 1980, the 
National Small Business Act of 1996, as amended in 2004, the Companies Act of 2010, 
the Cooperatives Act of 2013, the Industrial Development Corporation Act of 1940, the 
Broad-Based Black Economic Empowerment Act, and the National Empowerment Act. 
Hence, the DSBD  strives to promote entrepreneurship, skills development, access to 
finance, leadership and management, and access to markets by all SMMEs.
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Main areas of policy 
intervention 

Achieving the broad objectives set by the DSBD typically requires policies which focus on:

Increasing the supply of entrepreneurial talent and opening opportunities;

Providing support to existing SMMEs – micro-enterprises in particular – at no higher 
than its social opportunity costs;

Providing incentives for formalisation of enterprises, including cultural bridging; and

Assisting micro-enterprises to use resources as efficiently as possible.

The dti has initiated a “National Informal Business Upliftment Strategy” (NIBUS) 
that seeks to promote informal business and render support to municipal local 
economic development officers. It is anticipated that the strategy will contribute to 
the achievement of Government’s priority objectives of speeding up growth and 
transforming the economy to create decent work and sustainable livelihoods through 
inclusive economic growth. The role that informal businesses play in addressing the 
key developmental goals of poverty reduction and job creation is critical, with more 
than two million South Africans making a living in the informal economy.  The informal 
sector has vibrant economic business activities that need support in order to graduate 
from survival to sustainability and performance. Hence the National Informal Business 
Upliftment Strategy (Nibus) intervention in skills development, marketing and branding, 
product development, and technology support. The strategy will assist micro-enterprise 
to graduate to higher levels.
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conclusion and 
selected findings 

To continue to view micro-informal businesses as a symptom of development 
backwardness is an oversight on the part of policy-makers. This document has 
presented, on the one side, sufficient evidence of the weakening of formal sector 
employment and the post-recession decline in formal business.  On the other hand, it 
has revealed the potential that informal businesses have in creating jobs and reducing 
poverty and inequality. The Eastern Cape employment index concurred with the finding 
that more employment generated in the provincial economy does not result from the 
expansion of well established firms in the formal sector, but it is rather a result of the 
formation of new survivalists and micro-enterprises. For the Eastern Cape, between 
1995 and 2013, the informal employment index grew by 64 index points and the formal 
employment index contracted by 14 index points. 

The main findings of the report are as follows:

In 2013, the Eastern Cape was home to 148 672 informal businesses. This represented 
9.3% of total informal businesses in the country. Almost a third (48 709) of these 
informal businesses were located in the Amathole District and Buffalo City Metro.

Informal businesses in the Eastern Cape contributed 11.4% to total employment in 
the province. This contribution outperformed that generated by agriculture, mining, 
electricity, construction and transport. 

Youth and males in the province are not well represented in the informal sector. The 
Eastern Cape informal businesses are predominantly run by adults (64.9%), females 
(52.2%), black Africans (95.5%), and married persons(47.5%).

The top three reasons why people decided to start an informal business were: 
“unemployment” (64.1%); “lack of alternative source of income” (7.3%); and 
“possession of appropriate skills for the business” (6.4%).

The informal sector is not fully diversified. Most businesses were in retail trade (58%) 
and construction (12%). The sector is concentrated on (1) street vendors and “spaza 
shops” and (2) on artisans in construction (tilers, painters, plumbers, electricians, 
carpenters, welders, bricklayers).

At least 8% of business people in the informal sector made a net profit of R6 001 or 
more. Those who made a net profit above the minimum living level are no longer 
considered as poor.
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The informal business sector has survived for decades without government 
incentives. At least a third of businesses have been in existence for more than five 
years, suggesting that the sector can be sustainable if it receives proper supports. 

The majority of entrepreneurs used their own money to start informal business. In 
most cases, the bulk of money came from a salary earned in a previous job, savings, or 
the money paid out from a stokvel. Also the majority of these entrepreneurs (97%) do 
not have a credit facility and 84% do not have a banking account. However, this seems 
not to be their main challenge. Lack of access to suppliers and marketing were reported 
as the main challenges hindering business growth.

Most informal businesses operate on a small scale, with 84.1% employing less than 
four people.

The informal business sector has absorbed unemployed, low-skilled people who 
could not qualify for employment in the formal sector. This is because the majority of 
entrepreneurs (80%) in the sector have not completed secondary school.

This study has shown the role that informal business plays in local economic 
development. Further investigation is needed - What has led to growth and 
sustainability in the sector? Why did these businesses stagnate for decades? What 
strategy should be applied to pull them to the next level?
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annexures

ANNexure 1: Main reasons why people decide to start an informal business

unem-
ployed

No alter-
native 

income 
source

I have 
the skills 

for this 
business

I like the 
activity

Inad-
equate 
income 

from the 
other 

source

Re-
trenched

Other 
reasons

TOTAL

Eastern 
Cape

64.1 7.3 6.4 5.8 4.6 3.9 7.8 100.0

Cacadu 41.2 - 15.0 - - - 43.8 100.0

Amathole 
+ BCM

64.9 12.3 9.6 3.9 5.5 1.4 2.4 100.0

Chris 
Hani

50.8 5.2 11.7 - 6.1 8.4 17.7 100.0

Joe 
Gqabi

59.0 8.1 - 3.7 10.4 16.1 2.7 100.0

O R 
Tambo

63.8 3.3 6.0 11.9 2.4 2.5 10.1 100.0

Alfred 
Nzo

82.4 11.1 - 1.6 - - 4.9 100.0

NMBM 76.6 3.8 - 6.5 4.0 2.0 7.0 100.0

ANNexure 2: Do you work for your own account or do you employ people?
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ANNexure 3: education levels of the 77 612 females running informal businesses in the eastern Cape

ANNexure 4: Spatial distribution of the 77 612 informal businesses run by females across the  
eC District Municipalities

50 000

45 000

35 000

30 000

25 000

20 000

15 000

10 000

5 000

-

N
o 

Sc
ho

ol
in

g

Le
ss

 th
an

 
Pr

im
ar

y 
Co

m
pl

et
ed

Pr
im

ar
y 

Co
m

pl
et

ed

Se
co

nd
ar

y 
no

t  
Co

m
pl

et
ed

Se
co

nd
ar

y  
Co

m
pl

et
ed

Te
rti

ar
y

1 825 

8 376
7 498

45 484

11 870

2 557

informal  
businesses run 

by females

 O R TAMBO 

29%

AMATHOLE + BCM 

31%

CHRIS HANI 

7%

CACADu 

3%

NMBM 

13%

JOE GqABI 

12%

ALFRED NZO 

5%



Potential Role of Micro Businesses & entrepreneurs in the easteRn CaPe infoRmal seCtoR 

ANNexure 5: What is the education and skill level of people engaged in informal business?

   RSA  EC  RSA (%)  EC (%) 

No schooling 106 308       2 395 6.6 1.6 

Grade R/0 5 116 0.3 

Grade 1/Sub A 16 859       2 849 1.1 1.9 

Grade 2/Sub B 21 518         835 1.3 0.6 

Grade 3 24 618       2 488 1.5 1.7 

Grade 4 38 171       4 801 2.4 3.2 

Grade 5 46 648       4 939 2.9 3.3 

Grade 6 68 359       3 989 4.3 2.7 

Grade 7 119 163     12 593 7.4 8.5 

Grade 8 115 387     19 999 7.2 13.5 

Grade 9 125 640     19 686 7.8 13.2 

Grade 10 207 718     18 706 13.0 12.6 

Grade 11 226 714     22 134 14.2 14.9 

Grade 12/Matric 295 637     22 233 18.5 15.0 

NTC l to NTC 6 21 440       1 171 1.3 0.8 

Certificate with less than Grade 12/Std 10        10 252       2 992 0.6 2.0 

Diploma with less than Grade 12/Std 10          6 710   0.4                  -   

Certificate with Grade 12/Std 10        25 860       1 942 1.6 1.3 

Diploma with Grade 12/Std 10        59 814       1 802 3.7 1.2 

Higher Diploma          4 149   0.3                  -   

Post-higher Diploma             992         328 0.1 0.2 

Bachelor’s Degree        25 716       1 316 1.8 0.9 

Honours Degree          7 727   0.5                  -   

Higher Degree (Master’s, Doctorate)          1 456   0.1                  -   

Other          1 991         451 0.1 0.3 

Do not know        15 148       1 023 0.9 0.7 

TOTAL 1 601 112     148 672 100.0 100.0 



Page

41

ANNexure 6: Detailed sector distribution of informal businesses by gender: eastern Cape, 2013

Detailed sector distribution of informal 
businesses by gender: Eastern Cape, 2013

 Number  Distribution (%)

  Male  Female  Male  Female 

111: Growing of crops           527           374 0.7% 0.5%

112: Farming of animals  -        1 104   1.4%

305: Manufacture of beverages  -           367   0.5%

312: Manufacture of other textiles  -           352   0.5%

314: Manufacture of wearing apparel, except  
 fur apparel

 -        6 214 8.0%

317: Manufacture of footwear           567  - 0.8%  

321: Sawmilling and planing of wood  -  -    

322: Manufacture of products of wood, cork,  
 straw and plaiting material

          845           305 1.2% 0.4%

342: Manufacture of non-metallic mineral   
 products N.E.C.

          879  - 1.2%  

354: Manufacture of structural metal   
 products, tanks, reservoirs and steam   
 generators

          645  - 0.9%  

392: Manufacturing N.E.C.  -           927   1.2%

502: Building of complete constructions or   
 parts thereof; civil engineering

      16 
178 

          787 22.8% 1.0%

504: Building completion           415  - 0.6%  

612: Wholesale trade in agricultural raw   
 materials, livestock, food, beverages and  
 tobacco

          400  - 0.6%  

614:  Wholesale trade in non-agricultural   
 intermediate products, waste  and scrap

       1 381  - 1.9%  

621: Non-specialised retail trade in stores           120  - 0.2%  

625: Retail trade not in stores      22 799      50 147 32.1% 64.6%

626: Repair of personal and household goods        1 077  - 1.5%  

632: Maintenance and repair of motor   
 vehicles

       2 430           899 3.4% 1.2%

641: Hotels, camping sites and other provision  
 of short stay accommodation

 -           534   0.7%
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Detailed sector distribution of informal 
businesses by gender: Eastern Cape, 2013

 Number  Distribution (%)

  Male  Female  Male  Female 

642: Restaurants, bars and canteens        1 093        1 171 1.5% 1.5%

643: Shebeen        2 671        1 250 3.8% 1.6%

712: Other land transport        7 575           531 10.7% 0.7%

841: Real estate activities with own or  
 leased property

       2 906        3 007 4.1% 3.9%

851: Renting of transport equipment           840  - 1.2%  

862: Software consultancy and supply           250  - 0.4%  

865: Maintenance and repair of office,   
 accounting and computing machinery

          890  - 1.3%  

889: Business activities N.E.C.        3 923           205 5.5% 0.3%

933: Social work activities  -        3 470   4.5%

961: Motion picture, radio, television and other  
 entertainment activities

          473  - 0.7%  

990: OTHER SERvICE ACTIvITIES        2 177        5 968 3.1% 7.7%

Total Eastern Cape     71 061 77 612 100.0% 100.0%
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ANNexure 7: Distribution of informal businesses by gender in the eastern Cape 

ANNexure 6 Continued
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ANNexure 8: Post-recession performance of Formal businesses: % change 3Q2009 – 3Q2014

ANNexure 9: Formal businesses, gDP and employment distribution in South Africa, 3Q2014
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Business (%) GDP-R (%) Employment 
(%)

 Gauteng 41 36 32
 Western Cape 20 15 14
 KwaZulu-Natal 12 17 16
 Eastern Cape 5 8 9
 Mpumalanga 8 6 7
 Free State 5 5 5
 North West 4 5 6
 Limpopo 3 6 8
 Northern Cape 2 2 2
Total 100% 100% 100%

ANNexure 10: Formal businesses registered for VAT and income tax in rSA: 3Q2009 – 3Q2014

3q2009          3q2014 Growth rate (%)

Total         620 126          500 422               -19.30 

Gauteng         246 064          207 239               -15.78 

Western Cape         109 018             98 860                 -9.32 

KwaZulu-Natal         102 335             63 500               -37.95 

Eastern Cape           42 272             24 099               -42.99 

Free State           33 439             23 970               -28.32 

Mpumalanga           33 127             40 207                21.37 

North West           21 398             19 278                 -9.91 

Limpopo           20 015             13 474               -32.68 

Northern Cape           12 458               9 796               -21.37 
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