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PROFESSIONALS CAN
IDENTIFY HOW EXISTING

SOLUTIONS AFRICAN CITIES ARE HOME TO THRIVING INFORMAL ECONOMIES.

CAN FOSTER BUSINESS Food vendors, taxi drivers, furniture makers, hairdressers, street hawkers,

. . and waste collectors populate these rich ecosystems in cities ranging from

RESILIENCE. Addis Ababa, Ethiopia, to Yaoundé, Cameroon. These economies account

for more than half of employment in low-income and lower-middle-income

countries and will increase in prominence as African cities receive a pro-
jected influx of 9oo million additional inhabitants by 2050.!

Because economic activities in the informal sector occur under the ra-
dar—i.e., they are untaxed and lack formal protections—informal workers
and entrepreneurs are often highly vulnerable to crime, corruption, labor
exploitation by employers, and clients who shirk payment. At the same
time, informal economies play an indispensable yet underappreciated role
in providing meaningful work, strengthening communities, and creating
sustainable livelihoods for urban inhabitants, as well as migrants who
struggle to find meaningful work. Urban informal economies therefore
function as critical safety nets that prevent vulnerable populations from
falling into destitution.

However, Western perspectives of informal economies are often
dominated by the misconception that these economies are chaotic
and immoral spaces that are impediments to economic development
and progress. As business school academics who study economic
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development in Africa, we have learned, in contrast, that these
economies—and specifically the businesses that populate
them—operate upon and are held together by a social order
that is too often overlooked. More specifically, our research on
informal businesses in Kenya and South Africa has pinpointed
how cooperative arrangements fulfill crucial economic and social
welfare functions in the absence of the state. Undergirding this
social order are long-standing norms, values, and personal rela-
tionships that generate business practices and behaviors that are
remarkably adaptive.>

In an equally insightful yet troubling discovery, we found that
these local arrangements were and remain endangered by current
development-policy paradigms that seek to replace informality
with formal, Western-style economic arrangements. Much of con-
ventional economic development focuses on entrepreneurship,
innovation, job creation, and growth, and is oriented toward the
transformation of informal economies to fill in what is perceived
to be absent. In so doing, these interventions risk undermining
existing economic and social-welfare systems. To prevent harm—
and to strengthen what is working—development professionals
must do much more to understand the dynamics of urban infor-
mal economies. We begin by sharing our research insights into
two such economies, one in Kenya and the other in South Africa.
‘We showcase the overlooked social orders in these contexts, how
they are at risk of being transformed by conventional, needs-based
development, and how an asset-based approach takes a fundamen-
tally different view on strengthening urban informal economies.

THRIVING
THROUGH SIMILARITY

NFORMAL BUSINESSES FOLLOW A SOCIAL ORDER.
In Nairobi, we studied how a neighborhood called
Dagoretti Corner became the location of 105 car-repair
businesses.? These businesses appeared rudimentary
from the outside, with compacted dirt floors, corru-
gated metal walls, and a shed for tools. They seemed
remarkably similar in other aspects as well: They of-
fered the same services, were situated in the same neighborhood,
and appeared to be identically organized. Despite these seeming
redundancies, the number of car-repair businesses in this area
grew dramatically, from 12 in 2001 to 105 nearly two decades later.
What explains the colocation of these businesses at such scale?

The conventional economic explanation for clustering is that it
provides a strategic location within a city where people can conve-
niently compare offerings for a particular service. But this expla-
nation does not hold for this location, since many such car-repair
sites exist across Nairobi—some even in the vicinity of Dagoretti
Corner. More crucially, customers in need of car maintenance or
repair tended not to enter unsolicited and shop around. Instead,
they sought a referral by an existing customer who had a relation-
ship with a particular car-repair business.

Atfirstglance,one mightassume that Dagoretti Corner’s clus-
ter of businesses was stagnating because of a lack of specializa-
tionand differentiation. However, our research found that,on the
contrary, the businesses were surviving and thriving because of

their colocation and their similarities, which allowed them to
create an informal social-welfare system. Because they collabo-
rated with, rather than competed against, each other, business
owners supported each other in intriguing ways. We became
attuned to the social order of interdependent relationships
between businesses—a mutualistic bond that ties businesses
together, despite existing in an environment of crime, corrup-
tion, and government negligence. This created a local solution
for preventing entrepreneurs, their workers, and their families
from slipping into destitution.

Car-repair businesses were not in competition with each oth-
er, for instance, by undercutting prices. In fact, competing against
each other was sanctioned and policed by business owners, one
of whom explained, “We have this code of respect. Don’t go and
call somebody’s client.” Instead, they saved money together and
invested together. They provided apprenticeships for school drop-
outs from rural Kenya. They created business opportunities when
apprentices graduated. And, perhaps most important of all, they
provided an informal insurance system that covered not only busi-
ness owners and garage workers but also their families. In short,
the businesses and the people that operated them invested sub-
stantial resources into the collective instead of just themselves. In
doing so, they were assured that they would be supported when-
ever a need arose.

Two examples demonstrate the importance of pooling resourc-
es. First, the car-repair businesses in Dagoretti Corner saved and
invested together. “We have a group which is like a chama [an
informal rotating savings and credit association] for the garage
owners,” one owner told us. “We are many. Around 50 members.”
Although chama-like associations are common around the world,
particularly in rural areas and among women, this chama was
unique because it was composed of business owners who came
together to pool resources. Members made regular, and often sub-
stantive, contributions to collective associations as a way to en-
hance their resources, access lines of credit from each other, and
invest in business activities other than car repair, such as buying
real estate to grow collective wealth.

Second, these businesses created an informal insurance scheme
to prevent members and their families from falling into destitu-
tion. Illnesses, medical emergencies, and deaths in the family were
catastrophic costs that could drive these vulnerable populations
into financial ruin. Since formal insurance schemes were unafford-
able, mechanics helped each other, an ethos in Kenya known as
Harambee, translating to “let us all pull together.” One business
owner told us, “If a book comes around, we will definitely have to
contribute. Today, it’s them, and tomorrow it will be you. ... You
are the boss, so you have to pitch in.” A book was a type of registry
in which each garage’s donations were recorded and subsequently
given to those who were affected by misfortune. This one-time,
rapid-response mechanism gave workers access to resources that
would otherwise have been inaccessible. The insurance payments
were not like loans that would have to be repaid with interest. In-
stead, they were paid forward, in that contributors trusted others
to chip in to support the cause if misfortune were to befall them.
Without this trust, the social-welfare system would collapse, and
with it the mutualistic bond that supported 105 businesses.
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The social order was self-generated to ensure that the business-
es survived and thrived, despite the often harsh conditions charac-
terizing this informal economy. It was not governed by a central
authority, such as a chief or elected representative; instead, it was
decentralized and enacted through group-level mutualistic norms
and solidarity practices between businesses.*

THRIVING
THROUGH CONCEALMENT

HILE WE WERE CONDUCTING OUR re-

search in Dagoretti Corner, we studied an

informal economy in Delft, a township on

the outskirts of Cape Town, South Africa.

The initial research goal was to catalog the
businesses operating in this area that formal census takers over-
looked. Townships are dormitory settlements on the periphery of
major urban areas in South Africa, constructed primarily during
the period of apartheid to house Black and mixed-race South
Africans. As a result of the legacy of apartheid and ongoing so-
cioeconomic exclusion—coupled with high levels of immigration
from other regions of Africa—many entrepreneurs in the town-
ship confront daily occurrences of crime and xenophobia. Delft
regularly ranks among the municipalities with the highest murder
rates in the country.

Despite these vulnerabilities, the township also features a thriv-
ing and growing informal economy. In contrast with the dismal
unemployment numbers of the official census, Delft South, a large
subdivision of the township, alone has 560 businesses per square ki-

The data collection, conducted in multiple waves between 2010
and 2021, revealed dynamics such as dormancy (where businesses
hibernated during low-demand periods until economic conditions
improved) and the emergence of new industries such as short-term
accommodation rentals. To validate the findings, local community
members or those with preexisting ties to Delft collected the data.

With this information, we sought to document what economic
activity looked like in Delft. We were surprised to find that many
of these businesses were concealed from public view. For instance,
many shebeens (underground taverns) lacked signage and other
commercial markers and were instead identifiable through the
presence of bottle caps on the lawn. The concealment was, in cer-
tain ways, sensible for an informal business: Higher visibility in-
creased the risk that the business would become a target for crim-
inals, police, and/or xenophobic neighbors. But how could these
businesses survive and grow if they were hidden?

The answer lay with community support. The business owners
who concealed themselves could afford to do so because they had
built deep relationships in their geographic, ethnic, and religious
communities and did not need to promote their businesses. They
tended to be older South Africans who had lived in Delft for most of
their lives and were thus embedded in their neighborhoods. They
also tended to be women, who were less able to venture outside
Delft to establish their business because of care duties at home
and the threat of gender-based violence. These business owners
operated viable but concealed enterprises primarily out of their
homes, eschewed signage, kept shorter hours, and had few or no
employees. Crucially, they could depend on their community for
not just patronage but also protection from crime and corruption.

How could businesses survive and grow if they were hidden?
The answer lay with community support.

The business owners who had concealed themselves could
afford to do so because they had built deep relationships in their communities
and did not need to promote their businesses.

lometer—18 times that of the greater New York metropolitan area.
In fact, between two major surveys of Delft, in 2011 and 2015, the
number of microenterprises had more than doubled from 824 to
1,798 within two square kilometers.s Many business owners were
operating successful ventures—some growing and even diversify-
ing into other industries—yet chose to remain in Delft.

In collaboration with the Cape Town-based nonprofit Sustain-
able Livelihoods Foundation (SLF), we examined 1,600 township
entrepreneurs operating in Delft to understand how their busi-
nesses survived and overcame the considerable challenges fac-
ing them.® SLF pioneered a method called the small-area census,
which combines survey, interview, geospatial, and photography
data to generate a comprehensive image of township economies.

In this way, business owners in a dangerous environment created
sustainable livelihoods because they were entrenched in a commu-
nal structure that concealed and shielded them.

A mixed-race South African woman we interviewed, for example,
operated an unmarked wedding-rental business in her living room in
Delft South. She was nearing 60 and operated her business alongside
her husband and children. She also ran a weekly soup kitchen out of
herhome, supplied by vegetables growingin her backyard,and wasan
active member of the Ismaili (a branch of Shia Islam) community in
Delft. Because she belonged to these communities and networks, she
did not need to seek clients. “Through word of mouth, people in the
community hear about me,” she said. “I’'m always busy on the week-
ends with events.”

49



50

Stanford Social Innovation Review / Winter 2025

Informal-economy systems are at odds with

—and risk being disrupted by—
dominant development policies of governments, aid
agencies, and for-profit actors. Such approaches are anchored in Western
norms and measures of socioeconomic progress.

Relationships were of fundamental importance among the
most robust businesses in Delft. An older South African mechanic
we interviewed had no shortage of clients because he and his chil-
dren were well known within the spinning community (spinning
is a popular South African motorsport). His customers contacted
him through spinning groups on WhatsApp, as well as through the
church adjacent to his business. Similarly, a popular Delft pastor
operated a bakery, tailor shop, and a tech hub within his church—
businesses that were unmarked on the outside but known to and
patronized by his congregants. Across these examples, commu-
nity embeddedness was pivotal to supporting the businesses and
reducing risk.

Those without community support were more vulnerable to
theft by petty criminals, product confiscation by police, or extor-
tion by gangs. A Nigerian migrant operating a stall on a street with
high foot traffic sold miscellaneous goods such as socks, under-
wear, and nail clippers. His only community was an evangelical
church in another neighborhood. He sought to make his business
visible to clients but felt exposed to attacks or theft: “I used to pay
a gang member [protection money]. If I didn’t pay, he would take
my products. ... He was killed [recently], but someone else could
take his place at any time.” In the interim, the high-foot-traffic lo-
cation of his business earned him between $2 and $5 daily.

In contrast with Dagoretti Corner, where relationships among
businesses created a social-welfare system, the arrangements in
Delft between entrepreneurs and their respective social, religious,
and geographic communities safeguarded businesses from exter-
nal threats. Despite the diminished visibility, the embeddedness
of these owners ensured a steady stream of customers, allowing
the entrepreneurs to create livelihoods for themselves and their
families while minimizing undesirable attention.

PITFALLS OF CONVENTIONAL
APPROACHES

UR FINDINGS IN DAGORETTI CORNER and Delft
indicated that these informal economies func-
tioned within social orders that conventional
development practitioners often overlooked.
What facilitated their existence was not so much
the actions individual business owners took as the in between—
their relationships to other businesses and the communities in
which they were embedded. Mutual support and community em-

beddedness created a protective layer around businesses and their
owners in informal economies, enabling them to survive and thrive.

These insights taught us that these systems were and remain at
odds with—and at risk of being disrupted by—dominant develop-
ment policies of governments, aid agencies, and for-profit actors.
Such approaches are anchored in Western norms and measures
of socioeconomic progress. The interventions primarily target
entrepreneurs and their businesses and aim to induce entrepre-
neurial growth, differentiation, and formalization with the hope
of enabling broader economic development and—through tax
revenue—social development. Although well-intentioned, these
aspirations tend to be based on implicit assumptions of what eco-
nomic activities should and could look like in these contexts and
what deficits require filling to make such aspirations a reality. Such
needs-based approaches also overlook the social fabric of informal
economies, potentially eroding the mutualistic and community
bonds safeguarding informal workers and business owners.

The construction of “needs” in an informal economy creates a
basis for external intervention (e.g., theories of change by devel-
opment specialists). The intended beneficiaries of these initiatives
are often individual entrepreneurs and their businesses.” For in-
stance, World Bank-led entrepreneurship development programs
focus on identifying scalable formulas, seeing informal business
owners as entrepreneurs who need to identify business opportuni-
ties and differentiate their offerings so that they can employ more
people and generate higher sales and profits.® Measurements of
success tend to be limited to indicators such as changes in individ-
ual mindsets and business-revenue growth.’

The effects of these interventions on the relationships between
businesses—and with their communities—are rarely measured
and therefore insufficiently understood. Such relationships are of-
ten seen as hindrances to progress, as they keep individuals from
becoming market-driven and competitive. Instead, randomized
controlled trials (the gold standard of development economists)
allocate support or intervention for some owners and business-
es and not for others. Although this method makes sense from
the perspective of those testing the efficacy of interventions, the
control group bears the social cost of having no support and po-
tentially being left behind. In addition to possible social rifts this
dynamic may cause in the community, businesses that stay hidden
to ensure successful operation may never receive support-
because development actors will simply be unaware of their
existence. As a result, such well-intended interventions risk frac-
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turing the social order between businesses as they introduce pre-

viously unseen socioeconomic asymmetries.

Beyond these issues, large-scale efforts to formalize businesses
and introduce norms such as property rights may be detrimen-
tal. For instance, a study on Argentinian squatters randomly
given land titles (i.e., property rights) found that these individu-
als were more likely to develop individualist and materialist mar-
ket beliefs (e.g., that one can be successful without the support
of a community) than were squatters who did not receive such
titles.” In other words, the collectivist ethos in this setting was erod-
ed by the introduction of individual-oriented market norms and in-

stitutions such as property rights.

Similarly, in urban Ghana the de-
velopment of modern market infra-
structure is displacing the tradition-
al institution of Ghanaian market
queens, women who regulate indus-
tries ranging from tomatoes to tex-
tiles.” The creation of formalized mar-
ket stalls has induced scarcity, limiting
the number of market participants
that can operate within the new mar-
ket, dispersing traders across multiple
locations, and, in doing so, undermin-
ing the queens’ ability to govern their
traders. Likewise, multinational cor-
porations’ strategy of formalizing tele-
communications and consumer-goods
markets in rural Ghana has crowded
out local informal market intermedi-
aries who sold cell phone minutes or
single-serve items.” A crucial problem,
therefore, is the proclivity of external
development interventions to over-
look and undermine locally devel-
oped collective solutions that allow
informal-economy businesses and
workers to function effectively.

Dagoretti Corner and Delft are
similarly vulnerable to development
interventions. With its 105 colocat-
ed car-repair businesses, Dagoretti
Corner appears from a Western per-
spective to be inefficiently organized
and lacking in competitive dynam-
ics. Informed by principles from in-
dustrial organization and strategic-
management textbooks, the conven-
tional solution would instruct me-
chanics to disperse themselves more
evenly across the city to avoid direct
competition, to perhaps merge and
develop economies of scale, or to spe-
cialize in a particular service or vehicle
manufacturer to differentiate them-
selves from other mechanics. Pushing
toward distinctiveness, in terms of either car-brand expertise or
cost, would potentially create a basis for specialization, efficien-
cy, and ultimately profitability and growth, generating a possi-
ble pathway out of poverty. Ostensibly, formalizing the cluster
would also aid in this goal, providing access to finance for growth
or signaling further legitimacy to potential customers. Yet push-
ing forward such a comprehensive development agenda would
likely destroy the informal social-welfare system, along with its
economic and social safeguards. While a few mechanics could
benefit from this arrangement, the majority would be at high risk
of personal destitution.

51



52

Stanford Social Innovation Review / Winter 2025

Similar risks apply to the businesses in Delft, where a needs-
based approach would mistake the lack of visibility of businesses as
an absence of business altogether. Interventions promoting formal-
ization would be potentially counterproductive. For instance, for-
malization in the townships involves costly bureaucratic engage-
ments such as land rezoning and building approval, which make the
business more visible to the state.” The process also sends a signal
to other stakeholders (e.g., competitors) that the entrepreneur is
successful enough to undertake the administrative costs of exit-
ing the informal economy. Similar issues arise with prescriptions
for growth: Pursuing growth (through, for instance, seeking more
clients or employing more staff) would increase attention from
jealous neighbors, as well as resource-extracting stakeholders like
criminals or corrupt law-enforcement officers, who would poten-
tially demand money for protection. Such interventions would gen-
erate undesirable attention and leave business owners worse off.

Given the drawbacks of a needs-based approach to development
that focuses on the individual and the firm, what if instead we fo-
cused on the in between, the relational fabric that exists not only
among businesses but between businesses and their communities?

TOWARD AN ASSET-BASED
APPROACH

N ASSET-BASED VIEW OFFERS a compel-
ling alternative." Since it emerged in the
field of community development in the
early 1990s, the approach has challenged
the prevailing view that US neighbor-
hoods are full of victims and problems
requiring fixing. Instead, proponents of
the asset-based view adopt an approach centered on this inqui-
ry: What has the community done to make things better? Asking
this question shifts the focus from an outside-in problematization
that creates a basis for intervention by external actors toward
an inside-out perspective that identifies and leverages existing
strengths, resources, and capabilities within communities. The ap-
proach has been applied around the world to tackle issues ranging
from crime to urban blight.'s

Although multiple types of underappreciated resources exist
within communities (e.g., individual human capital, stories, and
spaces), the asset-based view focuses on social capital—i.e., build-
ing and strengthening relationships and trust among community
members. The formation of community networks and associa-
tions is what allows inhabitants to tackle problems on their own
terms. When the focus is on relationships, rather than individual
actors, the role of external intervention shifts from direct impo-
sition toward facilitation and support of existing social arrange-
ments and initiatives.

An asset-based approach is a generative lens that can assess
how urban informal economies and the businesses that consti-
tute them sustain themselves. Applied to settings like Dagoretti
Corner and Delft, the asset-based view encourages us to recognize
and build upon existing solutions and reveal the social orders that
shape business in these contexts. For example, the unique business
practices that ensure survival in urban informal economies should

not be conceptualized simply as obstacles to growth but should
instead be considered as possible safeguards that can prevent
people from falling into destitution, even in the harshest of condi-
tions. Similarly, an asset-based view examines how entrepreneurs
are enabled, rather than limited, by their community embedded-
ness. When we move away from “what should be,” a deeper appre-
ciation of “what is” emerges.

In practice, an asset-based approach would assess and then in-
tervene in Dagoretti Corner in a way that is fundamentally differ-
ent from a more conventional, needs-based approach. Community-
centered methodologies could identify how businesses operate
in Dagoretti Corner to comprehensively capture the mutualistic
bonds created by businesses and then identify ways in which these
could be further strengthened. An asset-based approach would rec-
ognize that car-repair businesses grow together and that thus any
intervention of upgrading organizing and marketing skills would
need to ensure that anticompetition norms between businesses
stay intact and that all businesses benefit. Interventions could be
targeted at making the informal insurance schemes more robust to
increase their capacity for rapidly supporting struggling business
owners, mechanics, and their families. This informal provision of
social welfare is particularly important given recent experiments
showing that Kenyans do not use formal health-care policies, even
when those are offered free of charge.

An asset-based approach could also support businesses in iden-
tifying their own vulnerabilities, as well as ways to handle free
riders who exploit the social-welfare system or customers who
prey on car mechanics. Reputation, for instance, is a double-edged
sword in Dagoretti Corner: Mechanics are highly effective at col-
lectively dealing with and adjudicating misbehavior, ranging from
theft to repeated shoddy repair work to drunken mechanics, in
order to protect the reputation of Dagoretti Corner as a safe hav-
en for high-quality workmanship. Yet mechanics often have aban-
doned cars in their workshops, covered with thick layers of dust,
sometimes occupying more than half of their workspace. These
cars are often repaired but then never picked up by their owners.
Given the relational nature with their customers, business owners
are reluctant to sell these cars, even if they could do so lawfully. An
asset-based approach would propose developing a collective rule
for disposing of such vehicles in a manner that would preserve the
reputation, legitimacy, and integrity of Dagoretti Corner.

In Delft, an asset-based approach would focus on strengthen-
ing the existing social and economic fabric, rather than improv-
ing the economic viability of individual entrepreneurs and busi-
nesses. For example, a neighborhood watch association called the
Community Policy Forum (CPF) formed to patrol Delft streets
at night to ensure that any conflict would be deescalated before
it led to violence. In interviews, CPF members shared that they
were less likely to be the target of home burglaries because the
Delft gangsters knew and respected them. Such mechanisms of
community-based justice and governance have the potential to be
further supported and scaled up.

An asset-based view of development focuses on working with,
rather than against, the existing strengths of informal economies.
This means valuing and enhancing the collective problem-solving
abilities, informal insurance mechanisms, and community-based
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support structures that already exist. It also involves appreciat-
ing that business success is often a collective, rather than indi-
vidual, achievement. Following an asset-based approach, devel-
opment agendas must ensure that they fully comprehend these
collective assets.

AN ASSET-BASED
AGENDA

N ASSET-BASED APPROACH eschews radical in-

novations that promise to lift people quickly

out of poverty. Instead, the approach identifies

and reinforces—and, in some cases, encourages

incremental improvements to—ongoing local
practices, processes, and arrangements that are already enabling
resilience at great scale. Below, we indicate how an asset-based
approach offers opportunities for rethinking current economic de-
velopment in urban informal economies. In doing so, we seek to
bolster the existing ability of these settings to safeguard economic
activities and generate livelihoods for their inhabitants.

Opportunity 1: Redirect the portfolio approach. | In recent years,
economic development practice has begun to embrace a portfolio
approach, which involves implementing multiple interventions in
parallel, rather than engaging in a single point of change.’* Such
thinking recognizes that informal economies are dynamic, inter-
connected systems that are unique from one setting to the next,
and that the participation of the local community is critical to the
change process. This perspective—albeit in a nascent stage—is
commensurate with the asset-based approach, which recognizes
that businesses and communities in informal economies are inter-

and well-established problem in informal economies. A conven-
tional portfolio approach would advocate not only for access to
financial institutions but also for financial and accounting literacy
training for business owners. An asset-based approach, conversely,
would recognize that local financial solutions already exist, such as
rotating saving and credit associations (ROSCAs), which are com-
mon in several African countries (in Kenya they are called chamas,
and in South Africa, stokvels). Despite high interest rates for some
of these arrangements, many of the communities we encountered
prefer them to formal bank accounts, mainly because of distrust of
formal financial institutions.”

Thus, rather than building new lending facilities, an asset-
informed perspective for access to finance would begin by
strengthening existing financial arrangements and finding produc-
tive ways to interact with them. Interventions here could focus on
identifying and trialing more robust governance structures that
enhance the ROSCAS’ capacity to meet members’ financial needs
while lowering risk and, by extension, interest rates. Alternative-
ly, in countries like Kenya, where greater trust in mobile finance
exists, digital technologies can play a role by allowing members to
monitor payments in a common mobile banking account, requir-
ing checks and balances for withdrawals and as such engendering
more safety for all ROSCA members. Here, development interven-
tions interface with, rather than displace, existing arrangements.

In addition, instead of sidestepping existing assets by chan-
neling funding and capacity-building through separately cre-
ated entities, preexisting assets can be used in an equally, if not
more, effective manner. A case in point is the hawala system, an
informal money distribution system widely used among Muslim
populations, which aid agencies leveraged to disburse large sums

Strengthening the ability of urban informal economies
to absorb the large projected influx of

migrants to African cities may mean investigating informal
apprenticeship systems and identifying ways to enhance their capacity

dependent and that lived experience shapes business activity.

Yet, even in this paradigm, the underlying philosophy of a port-
folio approach is premised on unfulfilled needs, where informal
economies are understood as problematic and deficient systems
requiring multipronged interventions. Although the local com-
munity is involved, the external agent is still the protagonist that
engages in, for instance, rapid ethnographies (i.e., short field ob-
servations taking place over a few weeks, rather than the months
or years of typical ethnographies) aimed at transformative change.

Reframing the portfolio approach to be asset informed, rath-
er than problem centered, opens an opportunity to identify a
range of collective solutions that already exist in an informal
economy. Take access to credit for business growth, along-standing

to train and accommodate more workers.

of money in Afghanistan, rather than build up their own capabili-
ties and reporting requirements.” The rich ecosystem of preexist-
ing money pooling and distribution systems that governs urban in-
formal economies can—rather than being replaced altogether—be
made more robust by reducing free-riding and theft opportunities.

Opportunity 2: Recognize human development in informal economies.
| An asset-based approach provides a useful basis for understand-
ing how informal economies upgrade the skills of those who join
them. Dagoretti Corner represents an informal arrangement that
has been absorbing and training large numbers of unskilled mi-
grants from rural areas for decades, offering them opportunities
to create and sustain new businesses. The growth of this neigh-
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borhood is due in part to the apprenticeship system through
which people from rural areas become connected to car me-
chanics in Nairobi. Here, informal networks of extended fami-
lies tend to facilitate the matching of unskilled labor with train-
ing opportunities. Apprentices then train on the job for two to
three years, preparing to launch their own business or become a
mechanic at another garage. In Delft, similar networks exist for
foreign nationals such as Somalians, who use kinship networks
to create apprenticeships for new Somali arrivals or build low-
cost supply chains.”

Strengthening the ability of urban informal economies to ab-
sorb the large projected influx of migrants to African cities may
mean investigating informal apprenticeship systems and identify-
ing ways to enhance their capacity to train and accommodate more
workers. This concept is particularly important because the entry
barriers to the formal sector are high and job opportunities are
scarce. One way of enhancing capacity could be through support
of on-site training opportunities that meet apprentices where they
are, rather than building up costly technical colleges and having
them enlist. In informal economies, learning occurs by “doing” on
the job, not by being “taught” concepts in an unfamiliar education-
al setting. Bringing knowledge to apprentices and places where
they work could be a low-cost model of knowledge deepening and
upgrading at scale.

Atan elementary level, an asset-based approach could take stock
of the abilities, skills, and other assets in an informal economy be-
fore launching any type of intervention. SLF has done so by bring-
ing together entrepreneurs from Delft to engage in a hand-mapping
exercise, where participants trace both their hands and write on

are highly distrustful of outsiders, especially those they deem po-
tential representatives of the state. Discovering existing solutions
in these settings therefore requires new types of collaborations.

We see an opportunity for long-term research capacity to be
developed through research-driven, community-based organiza-
tions. For example, unlike nonprofits constrained by the narrow,
short-term proposal cycles of donor agencies, SLF began by induc-
tively studying the dynamics of the township economy, free from
donor agendas. The nonprofit adopted careful methods of entry
into the township with its small-area census, hiring and training
locals to do fieldwork systematically, street by street.>* Even small
details, such as the manner in which SLF entered the field, were
important: Its researchers conducted surveys on bicycles while
wearing SLF attire to appear nonthreatening to respondents. Im-
portantly, many of the subsequent SLF programs were actively
cocreated with township inhabitants, aligning with the ethos of
respecting local knowledge and expertise by allowing community
members to define what constitutes a “solution” or “success.”

SLF not only identified the existing assets of Delft but also
cocreated new solutions that people in Delft perceived as wor-
thy. For example, SLF engaged in a project called Safe Shebeens,
working with tavern owners to tackle the problem of alcohol-
induced crime and violence in the shebeens (e.g., by writing house
rules and assigning each rule an easily identifiable symbol). In
line with the aims of the asset-based approach, the tavern own-
ers taking part in the process also developed a sense of solidarity
(by sharing business best practices) and collective responsibility
(holding each other accountable for maintaining order in their
respective shebeens).

The needs-based development philosophy is anchored
in the idea of “raising the ceiling”—in
other words, removing constraints preventing entrepreneurial

individuals from escaping poverty. An asset-based approach, on the
other hand, starts with reinforcing the floor.

each finger of one hand five skills, and on the other hand five values
that help their business. Through this exercise, they reflect upon
what assets, skills, and values they possess, rather than on what
they are missing. Such practices help to reinforce entrepreneurs’
confidence in what they are doing that is working.

Opportunity 3: Build and collaborate with community-based orgamni-
zations that priovitize research. | Conventional data-collection efforts
have been implemented mainly by state agencies or contract-based
expert consultants, involving either highly visible entrances into
impoverished areas (e.g., in SUVs with armed security) or the re-
moval of research participants from their neighborhood. Yet these
approaches are problematic, given that inhabitants of informal
economies are oftentimes marginalized and vulnerable and thus

SLF’s work across multiple townships reveals that no two ur-
ban informal economies are the same. This discernment stands
in contrast with much of the development work and research that
focuses on collaborations with highly skilled research labs to im-
plement randomized controlled trials, with the aim of generating
insights that can be generalized across settings. An asset-based ap-
proach would redirect some of this effort to support research-driven
community-based organizations; here the goal would be to reveal
context-specific insights about the social orders of urban informal
economies. As many such organizations already exist across the Af-
rican continent, development efforts must therefore support these
organizations as they build inductive research capacity, which can be
more cost effective than broad, multisite interventions and can also,
importantly, generate critical and unexpected insights.
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Opportunity 4: Demarcate formalization, professionalization, and
growth. | An asset-based approach is not necessarily at odds with
formalization, business professionalization, or growth. Rather,
these transformations should happen without undermining ex-
isting social and economic support systems. Research in the mar-
ket of La Salada, in Buenos Aires, Argentina, has shown that the
market is structured to offer newcomers not only a low barrier
to entry but also pathways to scale businesses into increasingly
more formal structures.” Specific areas are demarcated for higher-
performing businesses that enjoy increasing visibility and more
customer traffic.

In Dagoretti Corner, business owners that sought to grow left
the area to establish their own, formalized businesses. Similarly,
in Delft, growth-oriented entrepreneurs sought clientele outside
the township. For example, we interviewed a woodworker who had
recently been released from prison and posted and sold his prod-
ucts on Facebook Marketplace. A craftswoman who made beaded
jewelry opted to leave Delft to sell her wares on weekends on a
waterfront boardwalk in Cape Town. These examples illustrate
pathways to growth that already exist and do not challenge, but are
commensurate with, collectivist norms. When such pathways are
reinforced, the transition to growth becomes easier for informal
businesses and existing welfare systems remain intact.

A MINDSET SHIFT

HE NEEDS-BASED development philosophy
is anchored in the idea of “raising the ceil-
ing”—in other words, removing constraints
preventing entrepreneurial individuals from
escaping poverty. An asset-based approach,
on the other hand, starts with reinforcing
the floor—improving the safeguards that
prevent vulnerable populations from falling into destitution.
These approaches are not mutually exclusive and can be imple-
mented in tandem. We envision, for instance, a phased approach
in which development approaches start by asking, “What are the
ways in which people and businesses safeguard each other from
worse poverty outcomes?”

This analytical shift invites an appreciation for how businesses
and the communities they are embedded in facilitate survival and
thriving amid harsh conditions. Once a comprehensive, context-
sensitive understanding of preexisting solutions is developed—and
measures that can further strengthen these solutions are trialed—
conventional development policies can identify approaches to fa-
cilitating upward mobility and resource accumulation. The work to
strengthen urban informal economies thus starts by increasing the
resilience of existing safety nets and welfare systems before engag-
ing in interventions to lift people out of poverty. o
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