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About Balloon Ventures

Balloon Ventures believes that entrepreneurs will end poverty. We
work to unleash the potential of small businesses in East Africa,
providing technical support and funding to grow the next generation of
SMEs that can provide decent work and unlock the benefits of inclusive
economic development for millions of people. Since 2011 Balloon
has supported over 3000 small businesses in East Africa through
900,000+ hours of technical support and $500,000 of investment. Our
latest project is Balloon Capital, a micro-equity fund that provides risk
capital and long term partnership to the most exceptional informal
sector entrepreneurs in poverty-reducing industries to scale and
create good jobs.

Thanks to Dr Nicholas Andreou and Jackson Dayton for their support
in the research and writing of this report.

A special thanks to Citi Foundation for the valuable funding which has

made this research possible.

Executive Summary

Sustainable development is understood
to be a multifaceted endeavour across
social, political and economic issues. A
key part of this is promoting decent work.
Jobs which are safe, fair and focused on
human development can serve as the
foundation for a thriving economy and so-
cial wellbeing.

While many initiatives have been created
to focus on the promotion of decent work
in formal businesses, very little work has
been done to understand and promote de-
cent work in the informal economy. This
is a glaring gap as estimates suggest
that 70% of employment opportunities in
sub-Saharan Africa are in the informal
sector.

The informal sector poses a challenge
for decent work as it is assumed that the
majority of informal sector work is inse-
cure, poorly paid and often unsafe. With-
out a good job, workers are unable to take
the long-term view and plan for better
outcomes in the future (Banerjee, 2011).
This, in turn, reduces the likelihood of
their children fulfilling their potential, and
the cycle of poverty continues. Therefore
the benefits of economic development are

only unlocked through decent work and
‘good jobs'.

From a women and youth perspective,
this topic is even more critical as these
groups are disproportionately represent-
ed in the informal economy. Furthermore,
given Africa’s huge ‘youth bulge’, the in-
formal sector is likely to grow even faster
as young people enter the job market in
increasing numbers.

We believe that re-imagined, the informal
sector has tremendous potential to pro-
vide decent work for all.

This research attempts to kick off a dis-
cussion about how to achieve that by con-
ducting in depth interviews with ten in-
formal sector entrepreneurs in Uganda
employing 3 to 60 people across a range
of sectors in Mbale Town, a large urban
settlement in Eastern Uganda.

The goal was to understand current provi-
sions offered to employees and the barriers
that entrepreneurs face stopping the crea-
tion of decent work. This serves as a starting
point to focus energy and design possible
solutions to create more good jobs.
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The findings suggest that overall, entre-
preneurs show a concern for the welfare
of their workers and in many cases go
above and beyond to support their work-
ers. Examples include offering paid sick
leave to employees who are unwell and of-
fering employment opportunities to those
from disadvantaged backgrounds. Howev-
er, there were also worrying trends, with
most of the key requirements for decent
work identified by organisations like the
ILO and UN, missing in the employer-em-
ployee relationship. For example, con-
tracts were largely absent and work was
often irregular.

In terms of barriers preventing higher
standards, the main issues that emerged
were a lack of understanding of decent
work issues and/or how to overcome
them; resource constraints; and a lack of
trust between employer and employee.
Based on these insights, the final section
suggests potential programmes and poli-
cy interventions to help drive decent work
in the informal sector.
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Introduction

Sustainable Development and
Decent Work

Over the last few decades, the develop-
ment agenda has matured, progress-
ing from simplistic models of economic
growth (Sachs, 2015; Mabogunje, 1980)
to a more holistic understanding of devel-
opment. The Brundtland Report (WCED,
1987) was instrumental in this journey,
defining sustainable development as “de-
velopment that meets the needs of the
present without compromising the ability
of future generations to meet their own
needs”, broadening the scope to environ-
mental, social and political issues. Cap-
turing this view, the newly adopted Sus-
tainable Development Goals are a set of
goals that simultaneously address envi-
ronmental, economic, social and political
issues (Atkinson et al., 1997; Pearce, Bar-
bier, & Markandya, 1990).

An emerging element of this has been
the promotion of decent work. According
to the International Labour Organisation
(ILO), decent work “involves opportunities
for work that is productive and delivers a
fair income, security in the workplace and
social protection for families, better pros-
pects for personal development and social
integration, freedom for people to express
their concerns, organise and participate

in the decisions that affect their lives and
equality of opportunity and treatment for
all women and men.”

Decent work is now considered a corner-
stone of development and is captured in
SDG 8. In a report published for the ILO,
Nobel Laureate Amartya Sen (1975) artic-
ulates three reasons why decent work is
the fastest way to achieve development:
the production aspect [(i.e. decent work
improves the productivity of a nation); the
income aspect [i.e. fair wages improve
spending power of workers); and the
recognition aspect (i.e. decent work pro-
motes a sense of fairness and wellbeing
amongst the workforce which is impor-
tant from a psychological and social per-
spective).

Several initiatives have been created to
promote decent work. Two policy initia-
tives include the International Labor Or-
ganization's ‘Decent Labour’ initiative
(ILO, 2002) and the World Health Organi-
sation’s ‘Healthy Workplaces Framework'’
(WHO, 2010). They set out a broad set of
goals to be achieved by employers and the
frameworks and principles to guide them
in achieving these goals.
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Without secure employment, a worker
cannot save and invest in education,
healthcare, and better housing. Without
a degree of stability, they will be unable
to take the long-term view and plan for
better outcomes in the future (Banerjee,
2011). Their children will grow up in an
environment unable to make most of their
talents and the cycle of poverty will go
on. Therefore the benefits of economic
development are only unlocked through
decent work and “good jobs”. A “good
job” offers the stability, security and
income needed to escape poverty.

The Informal Economy

Decent work initiatives including the ILO and
WHQO's approach tend to focus on larger and
more formal organisations. While these or-
ganisations are a key stakeholder, in order
to drive change for all employees, the infor-
mal sector also has a critical role to play in
sustainable development.

In sub-Saharan Africa, the informal sec-
tor accounts for, on average, 41% of GDP
(Schneider, 2002), which translates to circa
70% of employment. As the major provider
of jobs, no analysis of decent work can be
complete without focusing on the informal
economy.

Additionally, for any organisation focusing
on the development of women and youth,
the informal economy is even more critical
as women and youth are disproportionate-
ly impacted. For example, in Uganda, the
informal sector accounts for 75% of total

¢

employment but 85% of working women are
employed in the informal sector while 92%
of youth entering the workforce join this sec-
tor.

Currently, the picture painted is quite bleak.
According to the ILO: “From the perspective
of unprotected workers, the negative as-
pects of work in the informal economy far
outweigh its positive aspects. Workers in the
informal economy are not recognised, reg-
istered, regulated or protected under labour
legislation and social protection, for exam-
ple when their employment status is am-
biguous, and are therefore not able to enjoy,
exercise or defend their fundamental rights.
Since they are normally not organised, they
have little or no collective representation vis-
a-vis employers or public authorities. Work-
ers in the informal economy may be char-
acterised by varying degrees of dependency
and vulnerability.”

Work in the informal economy is often characterized by

small or undefined workplaces, unsafe and unhealthy

working conditions, low levels of skills and productivity,

low or irregular incomes, long working hours and lack

of access to information, markets, finance, training and

technology.

Decent Work in Uganda'’s Informal Economy
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Given this understanding of the informal
sector, it is no surprise that the default ap-
proach from key actors has been to imple-
ment policies to formalise the informal sec-
tor or in other words, abolish the informal
sector (Sepulveda and Syrett, 2007; SBC,
2004; Tokman, 2007). This approach has
been tried but has largely failed. Benson
(2014), in a review of such attempts, explains
how standards and certifications; taxation
and pricing; and public procurement, have
all previously failed to bring about desired
outcomes through formalisation of previ-
ously informal activity.

Given the difficulty in formalising the infor-
mal sector a new approach to informality is
required. Chen (2012, p. 20) summarises this
position well:

“What is needed, most fundamentally, is a
new economic paradigm: a model of a hy-
brid economy that embraces the traditional
and the modern, the small-scale and the big
scale, the informal and the formal.”

At Balloon Ventures, we believe that the in-
formal economy has awesome potential to
drive inclusive economic development. lts
massive scale and continued growth, while
other parts of the economy have stalled, is a
testament to this. However, itis also true that
many aspects of the informal economy pose
great challenges to development. For exam-
ple, the informal sector work is often char-
acterised by insecure, poorly paid and unsafe
work. We see this as a huge problem. With-
out secure employment, a worker cannot

save and invest in education, healthcare, and
better housing. Without a degree of stabili-
ty, they will be unable to take the long-term
view and plan for better outcomes in the fu-
ture (Banerjee, Poor Economics). Their chil-
dren will grow up in an environment unable
to make most of their talents and the cycle
of poverty will go on. Therefore the benefits
of economic development are only unlocked
through decent work and ‘good jobs'. A “good
job™ offers the stability, security and income
needed to escape poverty.

This is critical because many organisations
strive to create jobs to defeat poverty. How-
ever, research suggests that unless the job
is of good quality, the impact is minimal.
Therefore, a focus is needed not just on job
creation, but on “good job” creation. Fur-
thermore, now is the time to act due to a
rapidly growing African population.

Uganda’s population is pro-
jected to grow exponential-
ly, from 40 million in 2015
to 141.2 million by 2065.
(World Bank) Currently
92% of youth in Uganda
entering the workforce join
the informal sector.

This 'youth bulge’ is seen across most emerg-
ing markets and creates both a huge opportu-
nity and a huge challenge. If decent work isn’t
created in huge numbers, this demographic
dividend will become a demographic disaster.

Decent Work in Uganda'’s Informal Economy
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This Research

In order to understand how to move forward, there is a need to understand current work prac-
tices in the informal sector. To begin to plug this gap, this research starts a conversation with
entrepreneurs in Uganda within the Balloon Ventures network.

Research questions

The focus of the research is on the following three questions:

1. What do the current jobs that entrepreneurs offer look like?
2. What s preventing entrepreneurs from improving the jobs offered to their employees?
What role can actors play to help create decent jobs?
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Sample Interviews

The entrepreneurs selected for this research manage businesses across a wide range of indus- Interviews were semi-structured and based
tries in an effort to provide a comprehensive picture of current employment practices in Uganda. on relevant themes captured in key sustaina-
They range from the very informal (locally but not nationally registered) to the formalising (locally bility guidance/tools, such as: 1S0 26000 (IS0,
and nationally registered and fulfilling most of the requirements of a formal company while still 2016), the Global Reporting Initiative (GRI,
employing some informal practices) and employ from 3 to 60 employees. The brief description 2013), the United Nations Global Compact
of each entrepreneur and their business below provides context for when they are referred to or (UNGC, 2015). The themes covered are:

quoted later in the report. All of the entrepreneurs interviewed are either full or majority owners
of their businesses.

James is the founder and director of a wood and furniture business, called Jim- h
mitex, in Mbale, employing twenty workers. JOB SECURITY AND USE
_ o _ v OF CONTRACTS
Barbara is the manager of a small restaurant in Jinja, The Rolex Joint, and employs
three staff.
Meddie is the director of a sandal manufacturer, Lugabile, that makes sandals in
Mbale from used tires, employing 40-60 people daily, depending on demand. He FAIR REMUNERATION
is also the chairperson of the Mbale district Taxi Drivers Conductors and Owners
Association, which has 860 registered members.
Elijah is the director of Bamukwasi Fish Farm in Tororo, employing ten staff mem-
bers. % ADEQUATE LEAVE
Judith is the Head Teacher of Good Foundation, which is a nursery and primary
school with 15 staff in Mbale.
Collins is the manager of Winner’s Choice Bakery in Namakwekwe, employing four
eople. HEALTH AND SAFETY
peop
Charles runs a veterinary service shop in Nakaloke with two employees.
Yakubu is the manager of a rice farm called Tawu Investment Limited that employs A OPPORTUNITIES FOR
fifteen people in Atire. & MEANINGFUL WORK/PERSONAL
_ _ _ DEVELOPMENT
Saleh owns Casa Lodges, a chain of guest houses in the Mt. Elgon region, and em-
ploys 24 people.
Justine is the owner of Stina Foods, which has six employees and sells porridge in
supermarkets across Uganda. EQUAL OPPORTUNITIES

Decent Work in Uganda'’s Informal Economy 10




SECTION 1:

What do the current
jobbs that entrepreneurs
offer look like and how
does this compare

to the Decent Work
concept?

Job security and use of contracts

Key findings:

Most entrepreneurs did not proactively use contracts. Relationships are
verbally agreed and rights are based on common experience and practice.

Where contracts were used, the entrepreneurs had received training and
experienced the benefits of contracts and were using them as a manage-

ment tool.

Job security varied depending on industry type and the predictability of de-

mand.

In the highly transient state of the informal
sector, the use of contracts is an important
feature of employer-employee relations.
They set out the expectations that each par-
ty has of the other, making clear what the
scope of work is and the terms that sur-
round it. As such, contracts can protect each
party’s interests (e.g. salary expectations,
regularity of work, disciplinary procedures,
lines of management] and specify where/
when grievances can be raised if those ex-
pectations are not met. As such, they help
to preserve a balance of power and without
them, employers can treat employees how
they like with few protections or options af-
forded to the employee.

Most businesses interviewed did not use
contracts with their employees. Entrepre-
neurs explained this with various justifica-
tions. One was that many employees can't

Decent Work in Uganda'’s Informal Economy

speak English or read, which makes requir-
ing them to sign a formal document diffi-
cult. Other entrepreneurs suggested they
didn’'t want to give employees the power of
an agreement:

“Remember, in a contract
you have to give the other
side the rights to do what

they want too.”

Our research suggests that in the informal
sector most practices are based on common
behaviour. Entrepreneurs and workers learn
through observing and copying what others
do. This was the case with contracts. There
was no common practice of offering con-
tracts, and contracts were not well under-




stood from both an employee and employer
perspective. Agreements were overwhelm-
ingly verbal and based on trust and repu-
tation. There was a fear and lack of under-
standing of contracts, and in one case where
contracts were used, they were still largely
ignored by the entrepreneur and employees.

The two outliers were Judith and Collins. Ju-
dith was introduced to the idea when start-
ing a nursery for foreign children in Mbale.
Parents recommended the idea and now Ju-
dith has all her staff sign at the beginning of
each school year.

Judith sees the contract as a way for her to
set out rules and expectations: “someone
has to be committed to work, must be will-
ing to work, must keep time, no absentee-

iIsm without permission, no tribalism here,

no alcoholism.” She also uses the contract
as an incentive for good performance as the
contract only lasts one year. Therefore, to se-
cure another contract her staff have to per-
form: “I have to limit [the length of the con-
tract] to one year, because if you don’t limit,
someone just takes things for granted.”

Collins expressed a similar opinion, however
also noted that the contract could be used to
protect the worker as well: “We say the con-
tract can always be terminated just in case
we have issues with the employee, then also
we give the employee the right to have the
contract terminated in case he wants to quit”.
For Collins, he learnt about contracts while
employed at Bam, the largest supermarket
in Mbale. Collins also worked with Balloon
staff who supported with him to design and
implement contracts for his employees.

Decent Work in Uganda's Informal Economy
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Both of these cases show a potential path
to introducing contracts more widely.
Where entrepreneurs have experienced
contracts, and have had education and
support to introduce them, they have seen
value in them and continued to use them
as a management tool with staff. How-
ever, these cases are still the exceptions
and if employee contracts are considered
a pivotal foundation of decent work, lay-
ing out the expectations of each party and
serving as an instrument to hold them to
account, there is much work to do.

Another interesting finding was around
job security, which seemed to depend
on the nature of the business. For ex-
ample, teachers, retail and restaurant
workers and others in the service indus-

try worked relatively regular hours and

received regular payment. In industrial

and agricultural jobs, however, most la-
bour was casual, short-term and irregu-
lar with employees paid based on output
with job opportunities varying day to day
in line with demand. This split of regular
to irregular work seemed to be due to the
predictability of demand. Judith could of-
fer teachers regular pay because she had
certainty of demand. Each day she knew
she had to employ teachers to take class-
es. Industrial workers, on the other hand,
would only have work if there were orders
to produce. This is a challenge and sug-
gests that the only way to create secure
work is to smooth demand and create a
regular requirement for workers. Simi-
larly, it points to a need for good cash flow
management to build up reserves to pay
workers during the quiet periods.

Decent Work in Uganda'’s Informal Economy
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Fair remuneration

Key findings:

1. Salaries are agreed through negotiation with employees and vary
substantially based on the role and responsibilities given to employ-
ees. Non-skilled labour and starting salaries were broadly low.

2. They can be paid monthly, weekly or daily depending on the work and

the needs of employees.

3. Most entrepreneurs also offer a range of benefits outside of salary
(e.g. meal provision] to enhance the overall package that they provide.

It is expected that people will be fairly remu-
nerated for their contribution in the work-
place. Remuneration includes financial (e.g.
salaries and bonuses) and non-financial el-
ements (e.g. provision of meals or transport
to and from work]. There is an expectation
that employers will actively review remuner-
ation against what is considered acceptable
in the given community and context, rather
than settle for the lowest amount that they
can offer. Remuneration should be distrib-

Salary

Starting with salary, these varied based
upon the position, experience and time
working for the company. Monthly sala-
ries ranged from 50,000 UGX per month
($13) for non-skilled labor to 500,000 UGX

uted in a timely manner and should not be
withheld for any reason unless in line with
local regulation or any agreements held
with the employee.

Remuneration was the most often refer-
enced theme by entrepreneurs. Salary was
a big part of this, however, in some cases re-
muneration went beyond financial benefits
to include free meals, healthcare payment
and other provisions.

per month ($133) for manager roles. Most
starting salaries began paying between
100,000 UGX and 150,000 UGX per month
($27 and $40). This starting salary was al-
ways determined with a sit-down negotia-

Decent Work in Uganda'’s Informal Economy
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You know the tendency of Ugandans is that when he knows

he is going to be paid in a month he can even start dodging

to do the work knowing that at the end of the month he will

get his money, so they have that problem.

tion between the employer and employee.
Entrepreneurs reported that they would
agree salaries based on what others were
offering. It appeared that this strongly fa-
voured the entrepreneur due to high un-
employment and low wage inflation. As
much of the work was seen as unskilled
entrepreneurs also didn't feel a pressure
to retain staff through good salaries with
staff rarely seen as creating a competitive
advantage in the business. Many also re-
ported an inability to increase wages due
to financial struggles in the business. This
largely explains the low wage levels. It
is worth noting that the average salaries
recorded were below the World Bank's
$1.90 per day poverty line demonstrating
the struggle of even employed workers to
survive.

Often employees were paid less than ini-

tially desired, but an understanding was
reached that their salaries would increase
over time or as the business grew. For ex-
ample, at Good Foundation, Judith pays
her teachers a starting salary of 150,000
UGX and increases them each year by be-
tween 10,000 UGX and 20,000 UGX. The
staff also have the opportunity to receive
bonuses: “If | see them so committed, they
are bringing in new ideas, in those situa-
tions, when there is money, | give, just to
appreciate them on top of their salary.”
There were various examples of the flexi-
bility of pay. Employers were happy to give
advances where necessary. It was not un-
common to hear of an employer paying a
week’s salary upfront if the employee was
tight on cash and promised to work for it.
Other employers would pay their workers
daily if they could not wait until the end of
the month for payment.

Decent Work in Uganda'’s Informal Economy
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When asked about withholding or reduc-
ing pay, there were some examples of en-
trepreneurs doing this as a management
technique. At the Rolex Joint, Barbara will
reduce her employee’s monthly salary if
they take absences which have not been
agreed in advance or are unaccounted for.
Other entrepreneurs also threaten to re-
duce the salaries of the entire department
if items are stolen. Encouragingly, illness
was never considered suitable justifica-
tion for reducing or withholding payment.

Non-financial benefits

Beyond salary, we discovered many
non-financial benefits that employers of-
fer to support their staff. Most entrepre-
neurs understood that the wages they
pay sometimes make it difficult to make
ends meet. To compensate for this, many
will provide additional benefits to employ-
ees including food and transport. Charles
provides breakfast and lunch for all em-
ployees, while James and Saleh provide
lunch. Similarly, Saleh will reimburse his

¢

The only occurrence of non-payment was
when entrepreneurs did not have enough
cash to make the payments. This seemed to
be a relatively common practice with busi-
ness cashflows very variable and season-
al. Fluctuating cashflows also explained
the widespread commission-based model
where employees were paid for work done.
This gave the entrepreneurs flexibility to
increase and reduce headcount based on
demand at no cost but offered the workers
little security around their income.

employees for travel to work and at Good
Foundation, teachers are allowed to use
the school van to transport themselves to
and from the school.

Many employers took this one step further
by partly paying for, or arranging, housing
for their employees. When Judith hires
young teachers, who can’t afford the rent
in town, she will split their monthly bill
to help them get on their feet. Saleh has

The one in sales, his wife gave birth to a premature child

and he didn’t have money, so he came to me and needed

my help so I just gave him the money. It didn’t come out

of his salary.
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many employees who are struggling and

some live in extra rooms in his home.

Other entrepreneurs helped employees with
financial management. In both of Meddie’s
businesses, employees have created differ-
ent forms of saving groups. They use this to
purchase taxis or to send their children to
university. Another savings group has been
used to support employees build homes, ac-
quire livestock and buy farming equipment.
The savings groups create tremendous op-
portunities for the members and are a val-
ued feature of employment in these busi-
nesses.

Education was another area of support of-
fered by some entrepreneurs. Elijah grew up
in a family of nine siblings and was forced

to work in order to pay for his education. He
never had the opportunity to attend univer-
sity and understands the challenges fac-
ing parents who can't afford to pay for their
children’s education. He has fully paid the
school fees for some of his employees’ chil-
dren. Other entrepreneurs also described
how they pay for school supplies or annual
fees.

Overall, the widespread offering of non-fi-
nancial benefits was positive as it shows a
concern for the welfare of staff. Entrepre-
neurs broadly understood and were sensitive
to the struggles of surviving on low wages
and made efforts to use the little resources
they had to offer support. This shows the im-
portance of understanding the total benefits
package offered in the informal sector.

Decent Work in Uganda'’s Informal Economy
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Adequate leave

Key findings:
1. Annual leave as a legal entitlement did not appear in the interviews.
2. Despite this, entrepreneurs reported that they offered paid sick leave to
those who had proof of their illness.
3. Similarly, entrepreneurs made arrangements for employees to take paid

leave for specific purposes (e.qg. visiting family).

Adequate leave includes statutory annual
leave and time off for sickness, bereavement
and maternity/paternity. It allows individuals
to have meaningful lives outside of work,
whether that is taking a break, recovering
from illness, caring for dependants, pursu-
ing additional education or building other
livelihood opportunities. Employers should
allow employees to take paid leave, in com-
pliance with the law, and ensure that doing
so does not affect their employment or pro-
motion opportunities within the organisa-
tion.

Although annual leave as a concept was not
common, most entrepreneurs interviewed
made provisions for their staff to take paid
leave for specific reasons. Sick leave was of-
ten referred to, with the majority of employ-
ers happy to support staff. None of the busi-
nesses with monthly salaries reduced pay

for an employee who was sick and couldn't
come to work. Justine explained, “If they are
sick and they have proof, even if they were
sick for week, they still get paid.” Some en-
trepreneurs would not only continue paying
their salary, but also help cover their med-
ical bills. Saleh has many employees from
poor backgrounds and when they get sick it
is often clear they will not be able to pay for
the necessary treatment.

“Currently we have two
employees whose

health is not good, but as a
company, we’ve taken it upon
ourselves to cover their medi-
cal [fees], but also to continue
paying them and to cater for
their family.”

Decent Work in Uganda'’s Informal Economy
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Another case for taking paid leave was to
visit families. Once again, most employers
understood the need for this and support-
ed employees to visit their families while on
paid leave. Collins allows his head baker to
periodically visit his family and still receive a
full paycheck. Elijah grants his workers up
to a week’s paid leave to visit family.

In general, the idea of a fixed amount of
leave for employees to take at their discre-
tion did not exist in the businesses that were
interviewed.




Health and safety

Key findings:
1. Entrepreneurs mainly took a reactionary approach to health and safety
rather than preventative.
2. The only exception was the provision of personal protective equipment
(which was not always provided) and training.
3. Entrepreneurs feel a responsibility for keeping their staff safe, paying for

health and safety provisions as well as for medical bills if someone was

injured during work.

Health and safety at work concerns the pro-
motion and maintenance of the highest de-
gree of physical, mental and social well-be-
ing of workers and prevention of harm to
health caused by working conditions. It also
relates to the protection of workers from
risks to health and the adaptation of the
occupational environment to the physiolog-
ical and psychological needs of workers. It
is typically thought of in three stages. First,
prevention, which tries to eliminate or re-
duce the risk of injury or illness (e.g. risk
assessments, training, routine audits). Sec-
ond, protection, which reduces the impact
of certain risks which cannot be removed or
reduced to a safe level (e.g. protective equip-
ment). Finally, remediation, which is the
treatment and recovery of any worker who is
injured or falls ill as a consequence of work.

We found that the typical approach to haz-
ards is largely reactionary rather than
preventative, indicating room for improve-
ment. In general, however, employers felt
responsible for their employees’ health
and safety.

A good example is James. He provides
internal training for new hires on the
correct use of large machines as well as
the personal protective equipment they
should wear. Although, highlighting one
of the challenges with maintaining health
and safety standards, he noted: “| nor-
mally provide but sometimes they run out
of stock. That protective gear we always
get for them but now they are just out of
stock.” When workers sustain injuries,
James continues to pay their salaries.

Decent Work in Uganda'’s Informal Economy
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We always treat. When he gets a machine accident, even if he’s

at home, he will always get payment because he got the accident

from the work. We continue as if he’s been earning fifteen

thousand until he gets fine.

James also provides treatment with a lo-
cal doctor at a clinic in town.

In other cases, the cost of providing health
and safety equipment was prohibitive. At
Lugabile, workers cut tires with sharp
knives all day - the risk of injury is there-
fore high. When new hires begin working,
they are trained by the managers of their
department. The workers have request-
ed gloves and overalls, but Meddie ex-
plained the cost was too high. In the cur-
rent setup, the equipment comes out of
the worker’s daily salary and as a result,
almost no one wears gloves. However,
Meddie will also assist in paying medical
bills when injuries occur.

Ultimately, health and safety provision is
limited to training and protective equip-
ment (at best]. Other elements of the
health and safety process (e.g. risk as-
sessment, continuous improvement, a
health and safety policy) are all missing.
Substantial upfront costs and equipment
theft seem to be deterrents from invest-
ing in health and safety. At the same
time, there seemed to be a lack of under-
standing over whether a reactionary ap-
proach actually costs less money as most
employers would still cover wages and
treatment costs for injured employees.
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Opportunities for meaningful work/personal development

Key findings:
1. There is an understanding that entrepreneurs can play an important role
in developing the workforce and the community through offering opportu-
nities.
2. Most entrepreneurs try to help out those from disadvantaged backgrounds

through employment.

3. Workforce development initiatives are limited to the entrepreneur’s ability
to pass on any skills or knowledge rather than structured learning around

the needs of the employee.

4. Similarly, the process of work was not seen as an opportunity for develop-
ment (e.g. through feedback, setting stretch goals, etc.).

It is well recognised that work can be a
sizeable contributor to human develop-
ment. Employers can use workplace pol-
icy and initiatives to increase the capac-
ity and employability of individuals (e.g.
training, coaching, job rotation). Employ-
ability refers to the experiences, compe-
tencies and qualifications that increase an
individual's capacity to secure and retain
decent work. At the same time, employers
can use the process of work as a vehicle
to provide meaning to an employee’s life
and as a platform for development (e.g.
providing challenging work, continuous
feedback, stretch targets).

Many of the entrepreneurs recognised the
need to develop the workforce and offer

employment opportunities to members
of their community. Meddie often hires
orphans and school dropouts who are
looking for work. He tries to create a pos-
itive environment for his young workers to
keep them out of trouble, having created
a company football team and an informal
savings group to help them reach their fi-
nancial goals. Similarly, James also tried
to reach out to disadvantaged youth:

“I have a team of disabled
people, deaf people, about 6
of them. I am working with
them, so we don’t leave
them out”.
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As well as providing job opportunities,
many entrepreneurs try to nurture their
more junior staff by providing key lessons
such as: “you must be committed to the
work” or “you are only paid for the work
you have done.” At Casa, Saleh discussed
helping his staff access jobs elsewhere
through his support:

“Usually I give priority to
young people who have goals
they want to meet.”

After coaching them while they are em-
ployed at his business he helps them to
get jobs at bigger restaurants and hotels
in town. When they are successful, Saleh
is proud and sees this as evidence he is
training his employees well.

Yakubu hires poorly educated and often
illiterate workers in his fields. After suc-
cessfully growing his farm from one to
seven acres, he wants to help others do
the same. He encourages his employees
to save a little from each salary and use
this money constructively towards new
opportunities. “There was one boy | was
working with from a very poor family ac-
tually, but we are now almost of the same

level. | told him, | need to see you moving
ahead more. He started with nothing but
it was through those little savings he was
making that by the end of the season he
also started hiring one acre, two acres.
He’'s now hiring four acres. He took up my
advice, but | also feel great.”

Where initiatives did exist in this space, they
stemmed largely from an entrepreneur’s
personal experiences. This is encourag-
ing as it shows a concern for the welfare
of others in the community and the ability
of businesses to create positive change.
However, we also observed that initiatives
were unstructured and not based on a
framework for development or employee’s
needs but more on what opportunities the
entrepreneur could provide based on their
skills and resources. This lack of structure
seems to reduce the opportunity for people
to develop at work. For example, the ma-
jority of businesses interviewed didn’t have
basic job descriptions for their staff laying
out clear responsibilities. Similarly, there
was very little feedback and performance
management to help staff improve. And
routes for promotion and progression were
not discussed and clear. Therefore, the use
of work to develop and provide meaning to
employees was observed widely, but out-
comes could be improved through more
structure and intentionality.
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Equal opportunities

Key findings:
1. The main theme that entrepreneurs discussed was gender.
2. While entrepreneurs claim to be unbiased towards genders, there are clear
stereotypes that exist regarding each gender.
3. These stereotypes influence what roles each gender can access.

For truly sustainable development to take
place, the workplace should be inclusive
of people from all backgrounds. Employ-
ers should ensure that decision making
within the organisation is not biased to-
wards or excluding of certain groups. This
ensures that key decisions including re-
cruitment, remuneration, promotion, de-
velopment, disciplinary and dismissal, are
fair and non-discriminatory.

In these interviews, gender roles emerged
as a significant theme. While almost all
entrepreneurs were open to employing
both males and females, there were at-
titudes and beliefs about the roles that
each could undertake. Men were typical-
ly thought of as more hardworking and
better at manual labor but required more

oversight than women. Women were seen
as more trustworthy and with a close at-
tention to detail, but also more likely to
provide excuses for work left unfinished.

These cultural norms and implicit beliefs
affected hiring decisions. At Good Foun-
dation, there is only one male teacher and
despite efforts to hire more men, Judith
feels that they don’t nurture and comfort
the kids effectively enough to create a
healthy learning environment and claims
that parents feel the same way. Meddie
said he had no preference for males or fe-
males at Lugabile but stated that driving a
taxi is a man’s job which is why most mo-
torcycle taxis (boda-bodas) are driven by
men. Some entrepreneurs focused more
on hiring women because they believed
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they needed extra support, especially if
they were young mothers. For example,
Saleh noted:

“You’ll find girls aged 16 to 23
and most of them are already
mothers. They have kids to look
after, they are paying fees, they
are looking after their mothers
and those make up a big num-
ber of my staff. You realise they
really need help.”

Similarly, Justine noted:

“Personally, as Justine, I look at
developing fellow women.”

Ultimately, although  entrepreneurs
claimed to be unbiased in their employ-
ment decisions, it is clear that gender
stereotypes affect certain decisions.
There seemed to be a general awareness
that equality is important and so under-
standing isn’t the issue. More is needed in
terms of enabling entrepreneurs to spot
when biases are creeping into decision
making and how they can remedy this.




SECTION 2:

What is preventing
entrepreneurs

from improving the jobs
offered to

their employees?

Understanding current working conditions is a great start but if the aim is to support the

creation of good quality work, then we need to also understand the current barriers and con-

straints on entrepreneurs.

Various themes emerged regarding the barriers to promoting decent work through this re-

search. These could be broadly grouped under the following three headings:

1. Limited financial resources

2. A lack of understanding of the issues or how to address them

3. A lack of trust with staff

1. Limited financial resources

At the core, a business needs profits to pay
its staff fairly. But running a business in the
informal sector is often challenging from a
financial perspective.

The constant fear of running out
of capital immediately decreas-
es the likelihood that business
owners will provide additional
benefits and better jobs to their
employees.

Even the entrepreneurs who acknowledge
that their employees should be paid more,
cannot increase salaries for fear of bank-
rupting the business.

We also observed challenges caused by the
volatility of demand. In many businesses, it's
hard to forecast revenue making it a risk to
offer guaranteed employment. Challenges
in good working capital management also
meant that businesses were often starved
of cash for wages, even though sales were
good. These cash challenges also creat-
ed a reluctance in entrepreneurs to invest
in non-revenue generating staff which in a
sense reinforced the issue. For example,
most businesses interviewed expressed a
need for better financial management to
manage cash flow cycles and move away
from a boom and bust cycle, but few were
willing to invest in skilled staff to do this.
Entrepreneurs were willing to invest in staff
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that would bring a financial return in the
short term, for example, sales or produc-
tion staff, but building a strong management
team that would potentially support longer-
term growth was deemed too risky.

Moreover, investing in decent work is even
more problematic because an employer who
chooses to do so may struggle financially

compared to their competitors if competi-
tors are not making the same investments.
Furthermore, the high supply of labour
coupled with the few jobs available creates
an imbalance in the entrepreneur’s favour.
There is, therefore, no pressure to increase
wages with little risk of employees leaving
for higher paid jobs.

2. A'lack of understanding of the issues or how to address them

For some entrepreneurs, there was a clear
lack of understanding as to why these issues
were important or how to address them. This
can be attributed to several factors.

Notably, there is a lack of education (espe-
cially business education) in the informal
sector. The importance of many of the el-
ements of decent work (e.g. wages, health
and safety, employee relations) are covered
in best practice business management ed-
ucation and training, during which entre-
preneurs are introduced to how providing
decent work contributes to better business

outcomes. The lack of education among the
entrepreneurs we interviewed is primarily
driven by a shortage of high-quality provid-
ers and an inability to dedicate the time and
money to education given their financial sit-
uation and work commitments.

Given the lack of education around best prac-
tice, entrepreneurs adopt practices based
on community norms. This creates a cycle
where current poor conditions are repro-
duced. Interestingly, entrepreneurs who were
taking extra steps to provide decent work to
their employees did so because they had ex-

Most entrepreneurs create working conditions for the em-
ployees based on what they have experienced and seen.
Wages, rights, benefits are all based on common practice and

business culture.

Decent Work in Uganda'’s Informal Economy

30

perienced first-hand what it was like to be on
the receiving end of unfavourable working
conditions. This indicates that a helpful pre-
cursor to providing decent work is to be able
to empathise with employees who are strug-
gling with unfavourable working conditions.

Afinal pointis the culture of the informal sec-
tor dictates the needfor quick cash, which cre-
ates a very short-term business culture. Em-
ployers are happy to pay for medical bills but

3. Allack of trust

One of the largest challenges that all of the
entrepreneurs face, affecting every policy
and benefit provided to employees, is a lack
of trust. The circumstances in the informal
sector mean that breaches of trust are very
common. Given we spoke solely to employ-
ers, we only heardone side of the story but
it's likely that it goes both ways. Examples
include Justine’s newest staff member
breaking into her office and stealing her
equipment and cash or Yakubu's employ-
ees stealing rice during the harvest.

In this environment, it is difficult for em-
ployers to consider offering more than
basic provisions to their employees for
two reasons. First, these breaches of
trust tend to cost a lot of money, reducing
the available money for providing decent
work. Second, this creates an environ-
ment where employers feel their employ-

don’t invest to provide adequate safety gear
to prevent the injuries in the first place. Sim-
ilarly, employers complain about challenges
to business growth due to high turnover rates
and low-quality staff but do not invest in cre-
ating a positive workplace with training and
development. Therefore the immediate prob-
lem is often solved without getting to the root
of the problem to create a more sustainable
and long-term solution.

ees don’t deserve the benefits of decent
work because they are not honest and
committed to the business.

We observed that this also reduces the
growth potential of businesses because
they do not recruit suitably skilled and
experienced staff for roles as their focus
is on trust. Therefore, they rather recruit
from within the family or their closest
networks to find someone that they can
trust, rather than search for someone
who is actually qualified to do the job well.
Many entrepreneurs complained that they
couldn’t find good staff despite the high
unemployment rates and job seekers.
Therefore much work needs to be done
to build this trust between employer and
employee as a foundation to create decent
work.
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SECTION 3:

What role can
Balloon Ventures and
other actors play to
help create decent
jobs?

As noted, promoting decent work is an impor-
tant development objective. There is a gener-
al tendency to think that formalisation is the
solution to decent work provision. However,
as noted earlier, approaches to formalising
businesses at scale have largely failed. Fur-
thermore, our experience suggests that there
is only a very loose relationship between
whether a business is formal and whether it
provides decent work. By becoming formal,
they are subject to a greater set of require-
ments, but that is no guarantee that they will
act on what is required. MMany entrepre-
neurs actively avoid legislative requirements
and contracts and formalisation offers poor
guarantees of decent work in an economy
where regulation is infrequently and incon-
sistently applied.

Legislation only serves as a driver for behav-
iour change if businesses perceive a threat of
enforcement which would materially affect
their business. In the areas of the economy
where we work, it is unlikely that this exists.

1. Invest in decent work

Businesses can only create decent work
if they have the resources to do so. There-
fore, a critical first step is working with an
entrepreneur to grow their business to cre-
ate the financial resources to invest in staff.
Often this will require a financial investment
from an external organisation to enable the

business to purchase assets, resources and

Inspection activity is generally quite low and
even in the event of an enforcement action
being threatened, poor quality of the inspec-
torate and corruption mean that many issues
wouldn’t ever make it to official sanctions.

Instead of this somewhat simplistic way of
viewing the solution, we see a different role
for Balloon Ventures and other organisations
seeking to create decent work.

This research suggests that taking a bot-
tom-up approach and working closely with
entrepreneurs to overcome the barriers de-
scribed above is the most sustainable and
efficient way to create change. Solutions can,
therefore, be broadly grouped under 3 head-
ings:

1. Investin decent work
2. Move from cost to value

3. Build trust

other investments for growth. However, the
impact of money without good strategy and
operations is often limited. Therefore sup-
port should also be targeted at improving
the running of the business. As profits grow
and cash is managed well, businesses will
grow their reserves to offer secure, well
paid, decent work.
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At Balloon, we grow businesses to create de-
cent work. We have built a Good Jobs Frame-
work to embed as a central component of our
investment to guarantee that as the business
grows, good jobs are created. But we have

2. Move from cost to value

Providing decent work starts with an attitude
and approach to job provision. Entrepreneurs
need to understand the benefits of decent
work and truly believe in implementing work-
place policies and initiatives with decent work
at the forefront. They need to begin to see
decent work as a competitive advantage and
source of economic value for the business.

Our approach is to partner with businesses
over a number of years to cultivate a view that
decent work can drive business success and
financial performance. We do this by leverag-
ing our position as a trusted business partner
to share new ideas and concepts to the entre-
preneur (e.g. the economic value of preventa-
tive health and safety measures).

There is a certain linearity to promoting de-
cent work that begins with establishing work
contracts. Through this research, it was dis-
covered that entrepreneurs that have imple-
mented contracts do see them as constructive
for both parties but clearly more education
and support is needed. Rather than being
forced to implement contracts, entrepre-
neurs need to see the benefit of good human
resource management. As well as protecting

learnt too that this approach only works if the
entrepreneur can see clear revenue growth.
Without this, the requirements for decent
work can seem onerous and unsustainable.

the employee, a good contract clearly sets out
the expectation that the business has for that
person and sets clear goals and performance
management. As a result, well managed con-
tracted employees should perform better and
in the long term create more value for the or-
ganisation.

This will also go some way to solving the prob-
lem of low productivity in the informal sector.
McKinsey research indicates that globally,
“informal players operate at just half the av-
erage productivity level of formal companies
in the same sectors and at a small fraction of
the productivity of the best companies. As a
result, informal companies persistently drag
down a country’s overall productivity and
standard of living.” (Farrell, 2014)

The same approach applies to health and
safety, personal development, leave, sala-
ry, and equality. If these are presented as
costs and forced upon entrepreneurs then
the chances of success are low. However, if
through a long-term relationship an entre-
preneur comes to see the value and business
imperative of offering decent work, then a
sustainable change is much more likely.
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3. Build trust

It is unlikely that attempts to provide decent
work will get very far if a trusting relation-
ship between employer and employees can-
not be nurtured. For example, through our
research, we encountered a situation where
an employer had offered a contract to a new
employee but was refusing to honour it be-
cause they believed the employee was steal-
ing. Therefore, without trust policies can
exist without being implemented, which fur-
ther deteriorates the relationship between
the two parties.

This is a hugely complex issue and there isn’t
one obvious and quick solution. However, a
number of interventions have the potential
to improve the situation. Good recruitment
is a critical first step. If entrepreneurs create
proper job roles and recruit diligently outside
of their immediate friends and families, then
they stand a higher chance of finding an em-
ployee well suited to the role. Secondly, hav-
ing found the right employee, they need fair
and regular payment. It was suggested to

us that people are much more likely to steal
or perform poorly if they aren’t fairly paid.
Therefore the employer potentially has to
take the first step, and find a suitably qualified
person and pay them well to do a job. Third-
ly, proper controls need to be established.
Without controls on finances and good per-
formance management, a relationship solely
relies on trust. Trust is important but it needs
to be underpinned with good management
and processes. Where this was done well, we
saw examples of employees performing bet-
ter and cases of theft significantly reducing.
At Balloon, we are implementing the above
solutions through long-term relationships
with entrepreneurs but there are likely oth-
er interventions to build trust not discussed
here. Crucially, trust has to be reciprocated
and entrepreneurs may need to take the first
step to establish trust by delivering on their
promises and treating workers well. This will
also be a key differentiator in the market al-
lowing them to recruit and retain the best tal-
ent to grow their business.

( ( Unfortunately, I’ve been getting these girls so easily and so they
go so easily. Because I don’t do a real thorough background check
when I'm hiring them. Now, since this girl stole, it has been a
very good learning point for me. I can make adverts through my
friends. People should apply with written letters and references
from their former employments.
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Conclusion

The majority of jobs in Uganda are creat-
ed by entrepreneurs struggling to survive
with 75% of these workers operating in
the informal sector. This means that 75%
of the population work in jobs that are of-
ten insecure, low wage and unsafe. This
trend is repeated across Sub-Saharan Af-
rica as the informal sector booms to pro-
vide an income to the millions of youth en-
tering the job market. With Africa’s ‘youth
bulge’ this trend is only likely to increase
as more and more young people fail to find
formal employment.

In this context, there is a critical need to
understand more about the practices of
the informal sector in order to strive for
decent work for all.

Our research validated some of these
fears around informal sector employment.
We found that workers’ rights were large-
ly based on trust and verbal negotiations
without the use of contracts. Pay was of-
ten low and infrequent as the businesses
struggled for money to pay their workers.
Health and safety provision was largely
reactionary rather than preventative.

However, on a positive note, we found
many examples of entrepreneurs doing
more than the minimum to support their

workers. Examples included offering paid
sick leave to unwell employees; offering em-
ployment opportunities to those from disad-
vantaged backgrounds; providing work ben-
efits like free accommodation or free lunch;
or focusing on gender empowerment by tar-
geting women for certain roles. This is pos-
itive grounds to engage with entrepreneurs
to improve the quality of work for their em-
ployees and it is encouraging to see entre-
preneurs showing genuine concern for the
welfare and wellbeing of their employees.

In terms of barriers to providing better
work, the three main barriers that emerged
through the research were: a lack of re-
sources, poor understanding of the chal-
lenges and potential solutions, and a lack
of trust between employer and employee.
Finally, we suggested a number of inter-
ventions that Balloon Ventures and other
similar organisations can adopt. Firstly,
businesses need to be supported to grow
so they can afford to offer decent work to
more people. Secondly, education is need-
ed around the benefits of decent work so
entrepreneurs see its potential long-term
value rather than just the cost. Finally, ini-
tiatives need to be developed to build trust
between employer and employee through
better recruitment, performance manage-
ment, controls, and payment.

Decent Work in Uganda'’s Informal Economy

36

The research conducted for this paper
focuses on employers and their policies,
generating valuable insights. Future re-
search can look to validate these by con-
sidering a broader base of stakeholders.
Interviewing the employees would be an
important next step to determine if the
environment described by the employer
matches the experience of the employee.
When examining the issues surround-
ing trust in the workplace in general, the
responses of the entrepreneurs must be
taken with healthy scepticism.

In addition to understanding what is hap-
pening on the ground, it would be impor-
tant to understand why it is happening in
greater detail. In other words, what are
the drivers that lead to the creation of
decent work? A greater understanding of
this would be instrumental in developing

effective policy and practical interven-
tions to improve decent work in the infor-
mal sector.

Finally, in later research, it would be
worthwhile to increase the geographic
area studied to see if broader conclusions
can be made. An added dimension to this
is to compare rural with urban areas to
explore how dynamics in these areas in-
fluence practices around decent work.

Balloon Ventures is passionate about help-
ing entrepreneurs to grow businesses that
create decentwork. The scale of the problem
of poor quality work is huge and is a major
barrier to inclusive economic development.
We welcome discussions and partnerships
with other organisations to help tackle this
massive social issue. Please get in touch at
info(dballoonventures.com
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