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Informal food retail
in urban areas

The informal sector is deeply embedded in the economic life of low-
and middle-income countries (LMICs) — not least when it comes to
food. Food retail is a central informal sector activity with a particular
defining role in urban food systems, and is critical to the food and
nutrition security of urban society. Many families and individuals resid-
ing in cities, especially those on low incomes, depend on informal food
retail as a source of nutritious food such as fresh fruits and vegetables.
What's more, the informal sector, including food retail, offers a liveli-
hood and source of income for many workers.

The sector is not without its challenges. Governments often fail to
provide adequate structures and regulation, particularly regarding
food safety, which makes it difficult for informal food retailers to
guarantee a stable supply of nutritious and safe foods. The Covid-19
pandemic has both hampered the functioning of informal food retail-
ers in urban settings, and emphasised just how reliant people are on
it. This factsheet explores the critical role informal food retail plays in
urban areas in LMICs, highlighting key characteristics of the sector as
well as key challenges it faces.

Informal sector
The informal sector can be defined as all economic activities that take
place in unincorporated, small or unregistered enterprises. In most cases
there is little to no coverage by formal authorities for monetary, regulatory
and institutional arrangements such as taxation. However, this does not
mean that informal sector activities are necessarily illegal (1-4). Common
characteristics of the informal sector are (1,5):

- Formal education is not necessarily needed,;

- Those running informal businesses are self-employed, or the business

is family owned,;

- Low capital investment into the business;

- Low level of adaptation and use of advanced technical innovations.
Altogether these characteristics make the informal sector a form of em-
ployment that is relatively easy to enter into.
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The informal sector explained

The informal sector includes a variety of activities in different sectors, ranging
from agriculture, primarily in rural areas, to manufacturing, retail, domestic work
and others in both rural and urban areas. If recorded these activities would con-
tribute significantly to the Gross Domestic Product (GDP) of many LMICs (2,6).
A study looking at 157 countries between 1991-2017 concluded that on aver-
age the informal sector would contribute an additional 31% to a country’s GDP.
In countries where people have a lower average income, the informal sector is
relatively larger. If accounted for, the informal sector would in countries such as
Nigeria and Tanzania add over 50% additional value to GDP (Figure 1) (2).
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The informal sector provides informal employment’ to more than 2 billion 1 Those that are informally
people over the age of fifteen worldwide, which is more than 60% of all global employed enjoy no legal or -

) ) social protection. The person is
employment (6). On average, the non-agricultural informal sector employs not subjected to national labour
around 70% of all those working in LMICs (7). In 90% of sub-Saharan African legislation, income taxation,

] . ) . social protection or entitlement
countries and 89% of Southern Asian countries, a higher percentage of to employment benefits (such as
women compared to men is informally employed (6). Also in cities women are paid annual or sick leave) (6,8).

more often active informal employment than men (Figure 2). Within informal
employment, women find themselves regularly working jobs with higher poverty
risks and lower earnings. They therefore face more challenges and risks than
men do as a result of informal employment (8).
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Figure 2: Informal employment as a percentage of non-agricultural
employment in a selection of cities (2012). Modified from (9).

The informal food retail sector

One activity that forms an important part of the informal sector is informal food
retail, which happens at a large scale and is important for both food security
and income of those living in urban areas in LMICs. For example, in South

Africa, more than 70% of all informal retailers sell fresh, processed or cooked

food (10). The informal food retail sector includes a wide variety of retail points

(Table 1).

Table 1. Characteristics of different types of informal food retail points

Type of informal
food retail point

Informal markets, also
referred to as open or
wet markets

Informal shops

Street stalls and kiosks

Sources: (4,10,11)

Main characteristics

Fixed location, fixed stall, sometimes facilities
available (such as sanitation and waste disposal).
Products sold are primarily fresh but can also include
cereals and animal-source foods.

Small shops at a fixed location.
Products sold include fresh produce, staple foods
and (packaged) snacks.

Fixed or mobile stalls or operating without any stall
and fixed location.

Products sold include fresh produce or cooked,
ready-to-eat meals or (packaged) snacks.

Female

Il Male



The relationship between formal and informal food retail

Formal and informal food retail are often believed to contest for the same
market share and customers. In some cases, such as Chile and India, with
supermarket growth, the presence of the informal food retail sector has
decreased (12,13). Construction of modern food retail, such as supermar-
ket construction is often favoured by (local) governments over informal
food retail, as informal food retail is seen as a threat to public health due
to issues of food safety and a disturbance in modern city planning (14-16).
However, expectations are that for the foreseeable future, in LMICs the
formal and informal food retail sector will continue to exist alongside each
other (13,17). Often, rather than competition there is overlap and interde-
pendency between the formal and informal food retail sectors. Informal
food retailers often source their stock and ingredients from formal food
retail points, such as wholesalers, formal markets and supermarkets (10).
Formal and informal food retail also target different income groups. While
the formal food retail sector is more frequently visited by higher income
groups, the informal food retail sector is essential as a source of food
primarily for those on low incomes (3). People primarily visit informal food
retail points for fresh produce, whereas formal food retail is commonly
used for staple products (16).

The informal food retail sector in cities

Informal food retail outlets are primarily located in low-income areas of cities,
such as informal settlements, and along busy commuter routes, transport hubs
or points with a lot of traffic flow or pedestrians (3,10,18). Many urban consum-
ers depend on the informal food retail sector for their daily food purchases (19).
Studies have shown that people of all income groups make use of informal food
retail points, although those on low incomes and living in informal settlements
tend to purchase more from informal food retail points compared to those on
high incomes (3,16). In Hanoi, Vietnam, it is estimated that low-income house-
holds make 80% of the expenditures at informal food retail points (20) while in
Nairobi, Kenya, 48% of households buy the majority of their food from informal
kiosks (17). Street foods are also regularly consumed by many urban inhabitants.
In Dhaka, Bangladesh, it is estimated that around 200,000 street food vendors
provide snacks or fully cooked meals to over eight million people a day, which
is more than half of the city’s population (21). A systematic review including 23
studies from nine countries found that in LMICs, predominantly in sub-Saharan
Africa, intake of street foods can contribute up to half of daily food intake for
adults, and up to 40% for children (22).

Accessibility and frequency

Most households in urban areas of LMICs purchase their food from informal
food retail points on a weekly or even daily basis; for instance in urban Southern
Africa over 70% of households do this (10). In cities such as Blantyre, Malawi,
Harare, Zimbabwe, Lusaka, Zambia, and Maputo, Mozambique, over 90%

of households visit informal retail points at least weekly (Figure 3) (10,11). In
Maputo, over 50% of households make use of markets on an even more regu-
lar basis, visiting them at least five times a week (11). In Thailand, wet markets
are visited at least two to three times a week (23). Among those in the lowest-
income group in informal settlements in Dhaka, 46% consume street food daily.
For the highest income groups in these settlements this increases to 74% (24).



Both groups consider street foods to be highly important for their daily diets.
Low-income groups often make most use of informal food retail, which is for
example the case in Thailand, but high-income groups also frequently visit
informal food retail points (23). In Nairobi, open-air markets represent the main
supply of fresh produce for almost half of the highest-income group (17). Prox-
imity, speed of service, freshness of produce and the need to buy produce daily
are the main reasons people give to explain their frequent visits to informal
food retail points. Lack of refrigeration and a limited budget often force people,
especially those on low incomes, to purchase frequently to meet daily needs
(10,16,23).
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Figure 3. Sources that are regularly used by households to obtain food?
(%). Modified from (10)

Products and prices

Most consumers use informal retail points, primarily markets, to purchase their
fresh produce, such as vegetables, fruits and animal sourced foods like eggs,
milk, meat and fish (19). Case studies in Maputo, Mozambique; Nairobi, Kenya;
Greater Jakarta and Bandung, Indonesia; and Accra, Ghana, found fruits and
vegetables to be the most commonly sold foods at markets (11,13,17,25). In
Hanoi, Vietnam, over 400 traditional wet markets supply the urban population
with as much as 95% of their vegetables (26). Fresh produce sold at informal
retail outlets is often significantly cheaper than in supermarkets, which is espe-
cially important for those on low incomes (16). A study in Durban, South Africa,
comparing the price of 53 food items found that, for the same quantity and
product, the price in formal shops was on average 76% higher than in informal
shops. The differences were particularly significant for fresh produce (27).

Informal market/street food
B Small shop/restaurant/take away

Supermarket

2 Some of the most relevant
food retail outlets were selected
from a wider range of options
for this graph. Households could
select more than one option
when asked which retail outlets
and other sources they regularly
used to obtain food from (10).



Advantages of informal food retail for those on low incomes
While formal food retailers often sell in standard or bulk portion sizes,
informal food retailers can break down large portions into smaller portions
that suit customers with smaller and variable budgets, such as low-income
consumers (3,16,18). Some informal food retailers also offer the option

to buy on credit (3,16), which for example 32% of street food vendors in
Maputo allow (11). Informal food retailers are often located in or in close
proximity to low-income neighbourhoods, whereas supermarkets and
other formal food retail points are not (18,19). As low-income groups often
also lack refrigeration, the easy accessible locations of informal food retail
points allow them to visit frequently and purchase food based on daily
needs, including affordable fresh produce — essential for food and nutrition
security (16,17,19).

Employment and the role of women in the informal food retail sector
Women tend to be over-represented in the informal food retail sector. For ex-
ample, one study found that 76% of street food vendors in Maputo were female
(11). Similar figures were seen in Kisumu, Kenya, and Kitwe, Zambia, where 70%
and 58% of the informal food retailers, respectively, were women (15). In Nai-
robi, Kenya, there are over 220,000 street vendors (not limited to food vendors),
of whom 63% are women (4).

Reasons why women and men engage in informal food retail are often primarily
economic, and include to earn money for survival, to give their families greater
financial security, or because they have not been able to secure work in the
formal sector (11,28). As the informal food retail sector is relatively easy to en-
ter, it offers a potential livelihood to those without many other options to earn
an income. In many cases entire households rely on the income of one family
member working in the informal food retail sector (29). In Maputo, nearly 30%
of all food vendors depend on their business as the main household income,
and close to 90% of vendors contribute more than one tenth of the household
income (11). In Harare and Lusaka, 60% of female street food vendors studied
did not have another source of income (10). As women often spend a relatively
larger portion of their income than men on basic household necessities, includ-
ing food, their income is particularly essential for a household’s food security
(4,30).

Despite the importance of this income for women'’s empowerment and house-
hold welfare, those employed in the informal food retail sector are in a vulner-
able position, as they are not protected by any labour contracts, social and
health regulations or employment benefits. Their jobs and income also vary
considerably in terms of seasonality, security and mobility (3). Over 90% of
those that are engaged in a variety of informal activities, including food retail, in

low-income countries and 75% in middle-income countries, work on a tempo- 3 Temporary or part time em-
ployment is defined as less than

rary or part-time basis® (6). The majority of these are women, who often contrib- 35 working hours/week (&)

ute a large share to the household budget, implying unstable incomes that can
put entire families at risk.



Challenges for informal food retail and opportunities for
improvements

Many people in LMICs, both vendors and consumers, depend on a thriving
informal food retail sector, but challenges remain. Issues of inadequate food
safety which threatens public health, as well as a difficult position within gov-
ernment and regulatory structures are chief among challenges posed by the
informal food retail sector. There are however examples of how cooperation
between different stakeholders can help to address such issues.

Food safety and quality

The informal food retail sector is mainly characterised by traditional processing;
limited or no access to storage facilities, refrigeration and packaging; and often
a lack of clean running water and sanitation. This can lead to issues of food haz-
ards and contamination and have negative effects on food and nutrient quality,
especially for perishable foods (17). Vegetables sold in Ghana’s urban markets
contained unsafe levels of bacterial contamination, while unsafe concentra-
tions of heavy metals were found on samples of fresh produce in open markets
in Kinshasa, Democratic Republic of Congo, and Johannesburg, South Africa
(31,32). Level of knowledge and awareness of the importance of food safety and
hygiene practices among informal food retailers has in various cases been found
to be too low (17,33,34). In addition, informal food retailers might lack capacity
and incentives to analyse or check on food safety and quality. It is often difficult
for them to, without any support, develop methods to inform consumers about
improvements in relation to food safety, thus they cannot easily increase sales
prices to compensate for additional efforts and investments (34).

Food hazards and contamination causing food safety issues, such as bacteria,
viruses, parasites, chemicals and fungal toxins, increase the risk for food-borne
diseases (FBDs), which are particularly dangerous for pregnant and lactating
women and children under five, who are affected in over 40% of all cases. FBDs
are one of the most common causes of sickness and death in LMICs (35,36). In
2010 alone, there were 6 billion cases of foodborne illnesses worldwide, which
resulted in an estimated 420,000 deaths (37). Lack of nutrients or very high
energy-density of foods can also cause health risks. Studies on snacks sold by
food vendors in informal settlements in Delhi, India, found the fat content to be
on average as high as 30%, with high levels of saturated fats and trans fats (33).
Food safety issues are generally found to be greater in informal compared to
formal food retail settings, but informal traders cannot always be blamed for
such issues. Many problems arise from a lack in infrastructure, which is often the
responsibility of the local government rather than of the informal food retailers
(15). Also, it is important to recognize that problems with food safety hazards
can arise anywhere along the food value chain and not just at informal food
retail points (32,38). Two thirds of 44 street vendors participating in a study in
Delhi for example indicated that they obtain their snacks through a third-party
wholesaler, rather than producing it themselves (33). Food retailers are therefore
not always able to fully control the food safety of the products they sell (32,38).
With the help of training and support, it becomes much easier for street food
vendors to improve food safety. In turn, this creates a more stable customer
base and thereby sustainable income, and at the same time decreases public
health risks (see textbox below).



Governance and regulations*

Most informal actors fall outside of official governance structures. Regulations
on informal trade are often suboptimal, unfeasible and even punitive (19,39).
Government oversight of the informal sector is often arranged under more than
one department, which does not help to design, communicate or implement
regulations in an optimal way (15,19,34). The informal sector, especially in sub-
Saharan Africa, experiences episodes of strict enforcement and sometimes even
crackdowns whereby vendors are forcefully removed or displaced. The frequen-
cy of such events has increased over the last two decades (15,16,40). Determin-
ing factors seem to be the extent of political and administrative decentralization
as well as the importance of informal vendors to political parties and priorities,
such as the chance of being (re-)elected (40).

An attempt by the city authorities in Windhoek, Namibia, to improve the oper-
ating environment for vendors by constructing open markets where operators
had to pay a fee in exchange for services was not well received. Vendors felt
there was unfair competition, as others continued to sell in the market surround-
ings while making use of the services offered (41). This type of policy interven-
tion, aiming to upgrade informal markets to more formalized ones, needs to be
implemented with much attention to inclusivity for small traders. If attention for
this group is not sufficient, it risks not helping the informal retailers it targets, for
example if fees for market stalls become too expensive or markets are located
at unpopular locations. Another policy option, often more successful, is to focus
on training and education to improve issues such as food safety (19). Examples
from Bangladesh and India demonstrate the possibility to increase food safety
of foods sold by vendors by bringing them together with other stakeholders
and providing training and sanitation infrastructure to improve hygiene (see
textbox below).

Limited financial and technical capacity make it highly challenging for informal
vendors to comply with public regulations, especially when requiring high in-
vestment and expensive equipment. Capital to make such investments is often
not available due to a lack of security of employment and the continued threat
of repressive government actions (19,34,35,42). Beneficial regulations and poli-
cies that decrease the burden for informal vendors and more support, e.g. in
the form of training, will help them to comply with regulations, contribute to ur-
ban food security in a meaningful way and at the same time increase stability of
their livelihoods (19,42). Increasingly, informal vendors are uniting themselves in
groups or organisations, which has in some cases led to important advances. In
Durban, South Africa, an association of street vendors provided input into urban
planning processes (40). The National Association of Street Vendors of India
(NASVI), a collection of different stakeholders, works to influence national level
policy to ensure better protection of the livelihoods of thousands of vendors
across the country (43).

4 This section combines sources
on informal vendors and
informal food vendors. As food
vending constitutes a significant
part of informal vending, this
section can be assumed to fully
apply to informal street food
vendors (40).



Policy interventions to address the challenges of the informal
food retail sector

In India, the Food Safety and Standards Authority of India (FSSAI) set up
the Clean Street Food Hub Initiative (CSFHI) to promote food safety
and hygiene among street food vendors. This initiative went beyond the
usual regulatory approach and actively involved key stakeholders, such as
market associations, private actors and civil society, to play a role in the
process of training, improvement of facilities and preparation of certifica-
tion of the street food vendors. Hubs, of at most 50 street food vendors,
can be certified when they comply with basic hygiene and sanitary require-
ments. This contributes to increased consumer trust in street foods and
thereby reduces public health risks while raising the sustainability of street
food vending as a livelihood (44).

In Dhaka and Khulna, both in Bangladesh, kamala carts (kamala is orange
in Bengali) have been introduced as part of a programme run by the FAO
with active involvement of city cooperation councils. These orange carts
are used by street food vendors that have completed food safety training
and have integrated measures such as using clean water and hand sani-
tizer and storing raw and cooked food separately into their daily routines.
So far, results have been positive. Consumers are willing to pay more in
exchange for safer food, vendor's income has increased and the first tests
indicated a reduction in contamination level of the foods sold at these
carts (45-47).

Conclusion

Understanding the informal food retail sector is critical to understanding and
transforming urban food systems in LMICs. The informal food retail sector is es-
sential for food and nutrition security particularly for those on low incomes, both
in terms of accessibility to food for consumers as well as for generating income
of informal food retailers. Compared to formal retail points, informal food retail
provides some inherent advantages to low-income households, such as the
availability to buy according to daily needs and the affordability of (fresh) pro-
duce. At the same time, the informal food retail sector faces several challenges.
Improvements are needed to make this key source of employment and income
more stable, as well as to drive improved food safety. Governments must recog-
nise and respond to the importance of informal food retail. Formal and informal
food retail will continue to co-exist, with each fulfilling different, but equally im-
portant, needs of urban communities. When working on improving urban food
systems, stakeholders need to actively integrate the informal sector to ensure
food and nutrition security, especially for those on the lowest incomes.
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