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EDITORIAL NOTE

In 2007-2008, SAMP planned and implemented a major regional survey of cross-
border trade in Southern Africa as part of a larger project on migration, develop-
ment and poverty reduction. A series of individual country reports were produced
by the project. For this Growing Informal Cities Report, the individual country
datasets were combined into a single regional data set. This unique dataset provides
important insights into the nature of informal cross-border trade and the character
of informal traders across the Southern African Development Community (SADC)
region. It also provides important background for two studies conducted in Mozam-
bique and Zimbabwe in 2014, which will be discussed in forthcoming SAMP pub-
lications. The original survey was funded by DFID-UK and the data analysis and
report writing by the IDRC.
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EXECUTIVE SUMMARY

Informal cross-border trade (ICBT) is a significant feature of regional
trade and international mobility in Southern Africa. The exact number
of participants and economic importance of this trade is unknown because
no official statistics are collected. Despite its obvious presence at every
border post throughout the SADC region, ICBT remains largely invisible
to policy-makers. Indeed, in government circles it is more often associated
with smuggling, tax evasion and illegality than with innovation, enterprise
and job creation. On the research side, there is a growing body of case study
evidence that ICBT plays a critical role in poverty alleviation, food security
and household livelihoods in Southern Africa. But its overall character and
significance is unknown. With this in mind, SAMP initiated a project to
examine cross-border regional trade at a selection of important border posts
throughout the region. This research led to a number of country reports
that provided rich insights into ICBT in particular countries. This report
combines the data collected by each of the country teams and analyses the
data set as a whole.

The first issue addressed in the report is whether ICBT traders are a
homogenous group. The research shows that this is far from being the case
and that more attention needs to be paid to different types of traders and
trading activity. Second, the report examines the activities of cross-border
traders including the types of goods traded, the sources of those goods and
where they are sold. While the majority of traders purchase goods from for-
mal outlets in their countries of destination, most of these goods enter the
informal economy on their return home. Third, the report examines finan-
cial transactions at the borders showing that most traders pay extremely
small amounts of duty, which hardly justifies the effort of collecting it. On
the other hand, only a small minority collect the VAT they are owed when
they leave the country of purchase. Finally, the report itemizes the problems
and challenges faced by informal traders when crossing borders.

In total, the SAMP survey covered 20 land border posts connecting 11
Southern African countries using a threefold methodology. First, all people
crossing through the selected border posts were monitored over a 10-day
period and the number of ICBT traders counted. Second, the interactions
of traders with customs officials were observed and the types, value and
volumes of goods declared and duties paid were recorded. Third, a sample of
traders was interviewed using an origin and destination (O&D) survey. Dur-
ing the course of the exercise, more than 205,000 people, including 85,000
traders, were counted passing through these border posts. The transactions
of over 5,500 traders with customs officials were monitored and over 4,500
traders were interviewed.

The study demonstrates that informal cross-border is a complex phe-
nomenon and not uniform across the region, or even through border posts

1



CALIBRATING INFORMAL CROSS-BORDER TRADE IN SOUTHERN AFRICA

of the same country. However, the overall volume of trade, duties paid and
VAT foregone, as well as the types of goods and where they are produced,
indicate that this sector of regional trade should be given much greater
attention and support by governments of the region as well as regional
organizations such as the Common Market for Eastern and Southern Africa

(COMESA), SADC and the Southern African Customs Union (SACU).
The major findings at the regional level were as follows:

Demographically, women comprise a significant proportion of traders
and constitute the majority of traders crossing through nearly half of
the border posts surveyed, including one of the busiest at Beit Bridge
between South Africa and Zimbabwe. At the same time, an unexpected-
ly large number of men were also involved in ICBT. Malawi and Zambia
had significantly more male than female traders, for example.

Most ICBT is bilateral in character; that is, traders tend to operate
between their home country and one other country. Trading into a
third country is comparatively rare. At the same time, the vast majority
of traders crossing into a country with goods to sell are citizens of that
country. ICBT by traders of other nationalities is uncommon.

Although South Africa is a major source of goods purchased by traders,
the absence of South African informal traders was very noticeable. The
reasons why South Africans do not participate in ICBT requires further
exploration but it stands in marked contrast to formal sector regional
trade where South African companies predominate. ICBT is a neglected
market opportunity for small-scale South African entrepreneurs and the
obstacles to their participation need to be better understood.

The majority of traders travelled frequently to other countries for short
visits (sometimes for less than a day) to buy goods to sell in their home
country, or to sell goods that they had bought for that purpose in their
home country. Only 13% of respondents bought and sold goods while
travelling (two-way trading).

Frequency of travel also varied both within and between countries,
with traders in the Namibian (42%) and Zambian (25%) surveys being
most likely to travel every day. Others travel at least once a week
(Mozambique, 67%; Zambia, 34%) Some travel less frequently, but at
least once a month. Very few stay more than a month in another country.
The types of goods carried by informal cross-border traders vary widely,
but at most borders the trade was dominated by food, especially groceries
and fresh produce. Again, there was considerable variability at different
borders. New clothes, household and electrical goods comprised a signifi-
cant proportion of the stock of some cross-border traders. Other goods
identified in the survey included second-hand clothing, petrol, alcohol,
car parts and construction materials.

Traders mostly source their goods from the formal sector of destination
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countries. A small proportion obtain their goods from informal markets
in other countries. Many traders acted as wholesale importers of goods,
selling the goods they carried across borders to vendors in informal mar-
kets. Others sold from their own stalls in informal markets, door to door,
or to networks of family, friends and other individuals. A small propor-
tion sold to retailers and restaurants in the formal sector.

e The value of goods carried by traders indicates the complexity and
diversity of this sector. A significant cohort of traders appeared to be
survivalists as many said they carried less than ZAR500 worth of goods.
However, at least some of these traders travel frequently with low-value
loads, rather than infrequently with high-value loads. Most traders trav-
elled with loads in the range of ZAR1,001-5,000. A small cohort of trad-
ers travelled with loads worth more than ZAR15,000.

* Informal traders make a relatively significant contribution to duties
collected at border posts. During the 10-day survey period at the 20
border posts, ZAR3,750,000 was collected from 1,780 traders. Duties
collected varied between and within border posts. In some surveys the
value of duties paid per trader was less than ZARS50. Interestingly, duties
were being incorrectly collected at some borders between Southern
African Customs Union countries (for example, between Botswana
and Swaziland and South Africa). Traders said they were willing to pay
duties, but wanted amounts reduced and the process to be more trans-
parent.

e Although most traders buy their goods in the formal sector, few claim
VAT when leaving the country of purchase. Many did not know they
could do this while others said that the systems are too complex and time
consuming. Traders who do not claim VAT back make an unintended
contribution to the fiscus of the country where they buy their goods.

* Responses to questions about treatment from officials at the borders were
generally positive but varied between and within border posts. Larger
and busier posts generally received less favourable reviews.

The scope and scale of informal cross-border trade across the SADC
suggests that it makes a significant contribution to regional trade and the
retail economies of the region and is consistent with the stated aims of both
the SADC and COMESA to promote intra-regional trade. Small-scale
cross-border trade could, if promoted and supported, provide a route to the
development of pro-poor trade policies that could have a direct impact at
the household level. If trade policies for the region are to be successful, the
activities of these entrepreneurs need to be included in planning processes.
ICBT comprises a significant component of regional economic activity
for most countries in Southern Africa. It is highly visible at border posts
throughout the region. Only amongst policy-makers and governments does
it remain largely invisible.
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INTRODUCTION

Informal cross-border trade (ICBT) is a significant feature of regional
trade flows and cross-border movements in Southern Africa.l However,
moves to liberalize trade and promote development through trade have
largely focused on large-scale formal sector trade and not cross-border trade
undertaken by small-scale informal entrepreneurs. Indeed, ICBT is more
often associated in official thinking with smuggling, tax evasion and ille-
gality. COMESA, for example, defines ICBT as “unrecorded trade” which
“characteristically involves bypassing border posts, concealment of goods,
under-reporting, false classification, under-invoicing and other similar
tricks.”2 ICBT supposedly “deprives authorities of much needed statistics, as
well as revenues.”? In addition to evading taxes or fees imposed by govern-
ments, “traders also try to avoid administrative formalities in areas such as
health, agriculture, security and immigration.”* Other organizations, such
as the World Bank, take a more positive stance. The Bank has identified a
series of official obstacles (both legal and illegal) to freer informal trade and
proposed a Charter for Cross-Border Traders to protect their rights.> Despite
their different attitudes towards ICBT, both COMESA and the World Bank
agree that it should be formalized, regulated and brought under government
control.

There is a growing body of research that shows that ICBT plays a criti-
cal role in poverty alleviation, food security and household livelihoods in
Southern Africa. These studies can be divided into three main types. First,
aggregate informal flows of agricultural products across borders have been
monitored at various border posts for more than a decade.® A USAID-
funded project regularly tracks the informal food trade in maize, rice and
beans at over 20 border posts across the Southern African region.” However,
only one of these monitoring sites — Beit Bridge on the Zimbabwe-South
African border — captures flows out of South Africa, which is a surprising
omission given South Africa’s role as a major maize exporter to neighbour-
ing countries.

A second research cluster consists of small-scale case studies focused
on informal traders themselves, their profiles, activities and challenges,
and their important role in poverty alleviation at the household level.8 A
sub-set of this literature on the local impacts of ICBT characterizes it as a
form of “informal entrepreneurship” and focuses on the innovative income-
generating and other business strategies of traders.?

Third, there have been attempts to combine these methodological
approaches by monitoring aggregate flows of food and in-depth interviews
with individual traders at border posts. In 2008, for example, a UNIFEM
project interviewed 457 traders at three Zimbabwe border posts and 250
traders at three Swaziland border posts, but the results of this study have
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yet to be published.!0 Another project conducted by researchers at the
University of Botswana interviewed 520 informal cross-border traders at
four border posts between Botswana and Namibia, South Africa, Zambia
and Zimbabwe and provided important insights into the profile of cross-
border trade with Botswana.ll SAMP’s 2008 regional project monitored
the activities of ICBT traders as they passed through 20 land border posts
connecting 11 Southern African countries. This project led to a series of
individual country studies which provided rich information on ICBT at the
national level and analyses of destination country policy responses to the
phenomenon.!2

This report utilises the SAMP ICBT regional data set to provide an
analysis of the nature of informal cross-border trade across the SADC. The
first issue addressed is whether ICBT traders can be treated as a homog-
enous group. The research shows that there is considerable heterogeneity
within ICBT and that more attention needs to be paid to different types
of traders and trading activity. Second, the report examines the activities
of cross-border traders including the types of goods traded, the sources of
those goods and where they are sold. While the majority of traders purchase
goods from formal outlets in their countries of destination, most of these
goods enter the informal economy on their return home. Third, the report
examines financial transactions at the borders showing that most traders pay
extremely small amounts of duty, which hardly justifies the effort of collect-
ing it. On the other hand, only a small minority collect the VAT they are
owed when they leave the country of purchase. Finally, the report discusses
the problems and obstacles faced by informal traders when crossing borders
and how these might be addressed.

METHODOLOGY

he research for this report was undertaken by SAMP partners in eight

countries at 20 border posts over a 10-day period encompassing trade
between 11 SADC countries (Table 1). During the course of the survey,
over 205,000 people, including 85,000 traders, were counted. The transac-
tions of over 5,500 traders with customs officials were monitored and over
4,500 traders were interviewed. Prior to starting the research, a workshop
was held with all partners to agree on a common methodology, to design the
research instruments and to make a preliminary selection of border posts.
The common methodology involved the development and use of three
standardized research instruments for use at each border post: a counter
form, a border monitors form and an origin and destination (O&D) survey.
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Table 1: Border Posts Monitored

Country Border posts monitored Countries of border post
Ramokwebana Botswana/Zimbabwe
Botswana Kazungula Botswana/Zambia
Tlokweng Botswana/South Africa
Lesotho Maseru Bridge Lesotho/South Africa
Songwe Malawi/Tanzania
Malawi Mwanza Malawi/Mozambique
Dedza Malawi/Mozambique
Mozambique Lebombo Mozambique/South Africa
q Namaacha Mozambique/Swaziland
_~ Oshikango Namibia/Angola
Namibia Wenela Namibia/Zambia
Swaziland Oshoek Swaziland/South Africa
Lavumisa Swaziland/South Africa
Livingstone Zambia/Zimbabwe
Zambia Nakonde Zambia/Tanzania
Chililabombwe Zambia/DRC
Beit Bridge Zimbabwe/South Africa
Zimbabwe Chirundu Zimbabwe/Zambia
Nyamapanda Zimbabwe/Mozambique
Mutare Zimbabwe/Mozambique
COUNTING

The counter form was a simple instrument that recorded the number and
sex of people crossing through the border and whether these people were
traders or non-traders. Counters were placed in the area between national
border posts, i.e. in the “no-man’s land” of the border. The primary purpose
was to determine the importance of trade traffic relative to other types of
border crossing as well as the sex of traders and non-traders. Several chal-
lenges to accurate enumeration were encountered. First, at borders where
traffic was heavy or dominated by public transport such as buses it was diffi-
cult to count every person travelling through the border post and determine
if they were traders. This led to under-counting at Beit Bridge (Zimbabwe-
South Africa) and Maseru Bridge (Lesotho-South Africa). At some border
posts, the project was supplied with figures by border officials themselves.
Second, at border posts where large numbers of people use six-month
concession passes and local passports or border permits, it was difficult to
identify traders because people move quickly through the post. And third,
when people were travelling in cars and buses, it was not always possible to
determine whether they were traders or travelling for other reasons. In sum,
these challenges meant that the number of traders passing through some

borders may well have been under-counted.
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BORDER MONITORING

Border monitors were stationed with customs officials on the entry side of
the border of the country of survey. The purpose of the border monitoring
was to record what duties were paid by traders, as well as the type, volume
and value of goods on which they paid duties. The monitors recorded
information on sex, nationality, type of goods declared, volume and value
of goods declared, and duties paid. The border monitoring exercise was
undertaken relatively successfully at all of the border posts as it was possible
to determine what goods people were carrying and what duties they were
paying. However, the process did have several limitations. First, of necessity,
monitors were placed with the customs officials. This may have disrupted
normal duty collection procedures as officials could have been more punc-
tilious knowing that they were being observed. On the other hand, this may
also have discouraged the soliciting or acceptance of bribes or other favours
to avoid paying duty. Second, the sheer numbers of people passing through
some border posts meant that not every trader could be monitored, and not
every person or trader passing through a border encounters customs offi-
cials. Finally, with the exception of three border posts (the two in Malawi
and Lavumisa in Swaziland), it was not possible to assess the contribution of
duties paid by informal traders to the total amount of duties collected. How-
ever, at all posts it was possible to assess the duties paid by informal traders.

ORIGIN AND DESTINATION SURVEY

An origin and destination (O&D) survey was administered to a sample of
informal traders at each border post. Participants in the O&D survey were
either interviewed while queueing to pass through the border or as they left
the border. Some teams found that it was not possible to interview people
in queues (especially where these were short or fast-moving). The survey
recorded information on the sex of the trader, the origin and destination of
the journey, the purpose of journey, the type of goods carried in both direc-
tions, the value of goods being carried, the type of transport used, the type
of immigration permit held, whether or not they claimed VAT, where they
obtained information about customs duties payable, the time usually taken
to clear the border post, where delays occur at the border post, their opinion
of their treatment at the border post, and their suggestions for improved
service.

The O&D survey was undertaken successfully at all border posts. How-
ever, it was not possible to draw a fully random sample of traders passing
through the border posts. It was also not possible to interview traders at
exactly the same part in the process of crossing borders since there are
differences in the way each border post operates. Interviewers had to rely
on the veracity of respondents when they described what goods they were

7
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carrying and their value as it was not possible to ask them to unpack their
luggage for inspection. Because the purpose of the study was to monitor
small-scale cross-border trade passing through official border posts, no
attempt was made to ascertain the extent to which traders may avoid border
posts altogether and/or carry their goods across borders using alternative
and irregular border crossing points.13 For example, the Tobacco Institute
of Southern Africa estimates that nearly a third of the cigarettes (or 8 bil-
lion sticks) sold in South Africa in 2013 were “buttlegged” into the country,
mainly from Zimbabwe. However, various researchers have challenged such
figures, arguing that the actual figure is much lower and that there is no
evidence of a substantial increase in cigarette smuggling.14

The research assistants recorded trade flows and interviewed traders as
they entered their home country. The main exception was Namibia where
traders were recorded and interviewed as they were leaving the country
for Angola and Zambia. However, the O&D survey did ask traders ques-
tions about their business activities when they travelled into Namibia. In
the Zambian survey, people moving in both directions were counted. In
Swaziland, the counting activity ran into problems from officials especially
at Lavumisa. As a result, only border monitoring and O&D survey data was
collected.

Both SADC and COMESA gave their support to the research pro-
gramme. In each country, the support and permission of relevant govern-
ment departments was obtained by the country team. In all countries this
necessitated the support of government departments whose remits included
immigration and customs and excise. In some countries, departments sug-
gested changes to the original selection of border posts. Key informant
interviews were undertaken with government officials of relevant govern-
ment departments in each country, including departments of customs and
excise/revenue authority, departments of home affairs/interior/immigration
and border police services. Interviews were also undertaken with officials
stationed at the border posts under study as well as with traders and, where
available, traders’ associations.

The count of travellers crossing the surveyed border posts shows that
traders constitute a significant proportion of traffic at the majority of posts.
Table 2 shows that, with the exception of the border posts of Botswana and
Namibia, traders comprised at least 30% of people crossing the border. In
Mozambique, traders comprised over 50% of border traffic counted. The
border posts of Namaacha (73%), Beit Bridge (50%), Lebombo (50%) and
Nakonde (46%) had the largest proportion of traders amongst border cross-
ers. The Botswana and Namibian border posts had the least.

Table 3 shows how many interviews were undertaken in each country
with each survey instrument, as well as the number of people who were
counted crossing the borders.
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Table 2: Traders as a Proportion of Total Border Traffic

Country of survey

Border post of
survey

Total counted

No. of traders

Traders as % of
border crossers

Tlokweng 4,223 377 8.9
Botswana Kazangula 2,299 315 13.7
Ramokwebana 4,131 358 8.6
Total 10,653 1,050 9.8
Lesotho Maseru Bridge 1,922 660 34.3
Total 1,922 660 343
Songwe 3,549 n/a n/a
Malawi Mwanza 9,758 n/a n/a
Dedza 1,835 n/a n/a
Total 15,142 6,492 42.8
Lebombo 33,948 16,795 49.5
Mozambique Namaacha 6,878 4,998 72.6
Total 40,826 21,793 53.4
Oshikango 9,949 1,149 11.5
Namibia Wenela 4,327 452 10.4
Total 14,276 1,601 11.2
Chililabombwe 8,649 3,376 39.0
Zambia Nakonde 74,949 34,659 46.2
Livingstone 19,428 6,789 34.9
Total 103,026 44,824 43.5
Beit Bridge 16,575 8,299 50.1
Mutare 1,165 365 31.3
Zimbabwe Chirundu 1,647 523 31.8
Nyamapanda 1,283 225 17.5
Total 20,667 9,412 45.5
Table 3: Number of Traders Participating in Surveys by Country
Country of survey Total counted Traders counted Bordg;s;);itors 2?50%';:1.
Botswana 10,643 1,048 781 681
Lesotho 1,922 660 201 67
Malawi 15,142 6,492 302 328
Mozambique 40,826 21,793 500 501
Namibia 14,276 1,601 807 675
Swaziland n/a n/a 790 471
Zambia 103,026 44,824 766 643
Zimbabwe 20,667 9,412 1,438 1,170
Total Survey 206,502 85,830 5,585 4,536
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A PROFILE OF ICBT ENTREPRENEURS

Conventional wisdom suggests that small-scale informal cross-border
trade is dominated by women.!> This study found that the picture is
more complex with the proportion of female cross-border entrepreneurs
varying between different SADC countries and at different border posts.
Women were in the majority at half of the border posts surveyed and made
up 55% of the overall number counted (Table 4). However, men were in the
majority at the border posts into Zambia (78%), Malawi (68%), Namibia
(65%) and Lesotho (52%). The proportion of male entrepreneurs at individ-
ual border posts ranged from a low of 10% at Kazangula (between Botswana
and Zambia) to a high of 86% at Nakonde border post between Zambia and
Tanzania. With regard to female entrepreneurs, the low and high figures
were reversed (90% at Kazungula and 10% at Nakonde).

Table 4: Sex of Traders by Border Post and Country of Survey
Country of survey | Border post with: Male traders (%) Female traders (%)
South Africa 52 48
Botswana Zambia 10 90
Zimbabwe 42 58
Lesotho South Africa 52 48
Tanzania 64 36
Malawi Mozambique (Mwanza) 72 28
Mozambique (Dedza) 77 23
South Africa 29 71
Mozambique
Swaziland 29 71
Angola 61 39
Namibia
Zambia 74 26
Zimbabwe 20 80
Zambia Tanzania 86 14
DRC 65 35
South Africa 46 54
Zambia 33 67
Zimbabwe
Mozambique (Mutare) 36 64
Mozambique (Nyamapanda) 46 54
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The survey found a strong correlation between the nationality of the
traders and participation in informal trade in particular countries. In the
survey of traders entering Mozambique, for example, 99% were Mozam-
bicans (Table 5). The vast majority entering Lesotho, Swaziland and Zim-
babwe surveys were also nationals of those countries (84% in each case). In
the case of traders entering Botswana, 61% were Zimbabweans, 21% were
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Zambians and only 17% were Botswana nationals. In the survey of traders
leaving Namibia, 60% were Angolans and 35% were Zambians, while only
4% were Namibians. In general, the survey found low rates of participation
in ICBT by South Africans and Namibians (less than 3% of the traders
counted overall). These countries tend to be buying and selling destinations
for traders from other countries rather than a source of informal entrepre-
neurs. The lack of participation by South Africans in cross-border entre-
preneurship is particularly striking. South Africans certainly participate in
the informal economy of their own country but very few seem to have the
resources, inclination or ingenuity to extend their operations beyond their
borders. This is in marked contrast to the South African formal sector where
large companies are aggressively expanding into other African countries.

In the survey as a whole, the major country of origin of cross-border
entrepreneurs was Zimbabwe (29% of all traders), followed by Zambia
(19%), Mozambique (14%), Angola (10%), Swaziland (9%) and Malawi
(8%). Breaking this down further, 84% of the entrepreneurs entering Zim-
babwe were Zimbabweans as were 61% of those entering Botswana. In
addition, 29% of those entering Zambia and 15% entering Lesotho were
Zimbabweans. On the border with Mozambique, 84% of the traders entering
Zimbabwe were Zimbabwean while only 6% were Mozambican. These find-
ings confirm that most cross-border trade in SADC is bilateral in character
but that cross-border entrepreneurs from Zimbabwe ply their trade with all
of that country’s neighbours as well as other countries further afield.

Table 5: Nationality of Traders by Country of Survey (% of traders)

Country of survey

Country of Botswana Lesotho Malawi Mozam- Namibia Swaziland Zambia Zimbabwe Total
nationality bique

Angola 60.0 0.1 10.0
Botswana 17.0 3.0
DRC 0.1 29.0 5.0
Lesotho 0.4 84.0 1.0
Malawi 94.0 2.0 8.0
Mozambique 99.0 4.0 6.0 14.0
Namibia 4.0 0.3 1.0
South Africa 0.2 1.0 0.3 11.0 3.0 2.0
Swaziland 0.4 83.0 0.3 9.0
Tanzania 0.4 3.0 0.3 0.4
Zambia 21.0 0.3 35.0 57.0 5.0 19.0
Zimbabwe 61.0 15.0 2.0 2.0 29.0 84.0 29.0
Other 0.3 0.6 0.4 2.0 0.3

11
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The traders were asked what kind of immigration permits they were
using to cross the border. The majority said they did not need a permit,
although this varied considerably from less than 1% in the case of Mozam-
bique to 93% in the case of Malawi (Table 6). The Malawian figure is so
high probably because the question was seen as referring to entry to Malawi.
A similar interpretation may have been placed on the question in the Bot-
swana survey (where 68% said they did not need a permit). The majority of
traders overall entered other countries on short-term visitors permits. The
numbers were particularly high in the case of Swazi traders going to South
Africa (90%), Mozambicans going to South Africa and Swaziland (80%)
and Zimbabweans leaving the country (50%). Traders entering Lesotho
(82%) and Zambia (47%) and leaving Namibia (80%) appear to make most
use of local permits (also known as border passes or six-month concessions),
which generally allow multiple entries and quick passage through borders.
Most traders reported that the type of permit they held did not restrict them
from carrying on their business. Traders travelling to another country to buy
goods generally do not violate the terms of their permits. However, those
who sell in another country may well be breaking the conditions of their
visitors and local permits.

Table 6: Type of Permits used by Traders (% of traders)

S:’:Z;ry of ,\ll'Zq‘:Jei:aT:Jit Visitors permit | Local permit P(reer;r;jgstnt Other
Botswana 68 4 5 20

Lesotho 6 10 82 0

Malawi 93 5 0 0

Mozambique 80 1 0 18
Namibia 13 79 1

Swaziland 90 2 0

Zambia 22 19 47 1 10
Zimbabwe 16 51 27 3

PURPOSE OF TRADE
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Nearly 90% of the ICBT entrepreneurs captured in the survey were
“one-way traders”; that is, they bought goods in one country and sold
them in another (Table 7). Over half (53%) said the purpose of their jour-
ney was to buy goods in another country for their business at home and a
third said their purpose was to take goods from their home country to sell
in another country. Only 13% were “two-way traders” who bought and
sold goods in both their country of origin and destination. However, the
picture is more complex than these aggregate figures suggest with consider-
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able variation between countries and border posts. Over 80% of the traders
entering Lesotho, Mozambique and Swaziland, for example, were bringing
back goods for their businesses at home. More than half of those entering
Malawi (60%) and Zambia (58%) were in a similar position. However, there
were differences between border posts. Almost all traders entering Zambia
through Nakonde had been to shop for goods in Tanzania. Between Zambia
and Zimbabwe and Zambia and the Democratic Republic of the Congo
(DRC) there was more of a balance between traders who were bringing and
those taking goods to sell.

In sharp contrast, the largest proportion of Zimbabweans (48%) were
two-way traders. Only 27% had left without anything and were return-
ing with goods to sell in Zimbabwe. An even smaller number (21%) only
exported goods from Zimbabwe. The preponderance of two-way traders was
replicated at all of the Zimbabwean border posts except Livingstone (with
only 5% being two-way traders). At Mutare, the figure was two thirds, at
Nyamapanda 48%, at Beit Bridge 42% and at Chirundu just over a third.
Given the dire economic situation in Zimbabwe at the time of the survey,
two-way trading was clearly a business strategy to make profit in both coun-
tries. However, the prevalence of two-way trading is still surprising since it
is not immediately clear what goods Zimbabweans were taking out of the
country to sell (see below). The other anomalous finding concerns Botswa-
na where only a quarter were bringing goods back to sell; a clear reflection of
the availability of most goods within the country and its economic strength.
Informal export of goods from Botswana to other countries was far more
common with two thirds of the entrepreneurs involved in this form of trade.

Table 7: Main Purpose of Journey (% of traders)

One-way traders
Country of survey Bringing back Taking goods Two-way traders Other
goods to sell to sell
Botswana 25 66 7 2
Lesotho 81 19 - 0
Malawi 60 37 0.0
Mozambique 81 1 12 6
Namibia 54 44 1 0
Swaziland 88 8 1 2
Zambia 58 37 5 1
Zimbabwe 27 21 48 4
Total Survey 53 32 13 2
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TYPES AND VALUES OF TRADED GOODS

™ he types of goods carried by ICBT entrepreneurs across borders proved
A to be many and varied (Table 8). Foodstuffs, including fresh produce
and groceries, constituted the most significant category of goods transported
across borders. A total of 27% of the traders were carrying foodstuffs (8%
groceries and 27% fresh produce). Groceries were most likely to be carried
by those entering Mozambique and Zimbabwe (70% of traders in both cas-
es). This was particularly evident at the borders between South Africa and
Mozambique, Zimbabwe and Mozambique and Zimbabwe and South Africa.
Almost 30% of all traders entering Zambia and over half (56%) of traders
coming from Zimbabwe were also carrying groceries, as were half of those
travelling between Namibia and Angola and Zambia. By contrast, very little
fresh produce was being carried into a number of countries including Zim-
babwe (2% of traders), Swaziland (7%) and Malawi (7%).

The most important corridors for fresh produce were between Botswana
and Zambia (37% of traders), the DRC and Zambia (32%), South Africa
and Lesotho (31%), South Africa and Botswana (30%), South Africa and
Mozambique (21%), and Swaziland and Mozambique (also 21%). Meat, fish
and eggs were carried by only 1% of traders. Mozambique was the major
exception with almost two thirds of traders carrying one or more of these
items. As many as three quarters crossing into Mozambique at the Lebombo
border post with South Africa were in possession of foodstuffs. This may be
explained by the close proximity of farming and shopping areas in South
Africa and Swaziland to the main destination of Maputo, making problems
of spoilage less likely.

Given that 45% of traders overall had ferried goods out of their home
country to sell in another country, it is important to get some sense of
what they were carrying and selling. What stands out, once again, is the
importance of trade in foodstuffs (Table 9). The proportion of traders who
reported carrying groceries out of their home country ranged from a low of
14% in the case of Malawi to a high of 40% in the case of Mozambique. The
export of fresh produce was less important but there were significant flows at
some border posts, including between Mozambique and Zimbabwe.

CLOTHING
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Trade in second-hand clothing has been identified as a significant com-
ponent of ICBT in several Southern African countries.!6 There is a large
market in second-hand clothes in the informal economy in Maputo, but
only 1% of the traders were bringing in used clothing from South Africa or
Swaziland (Table 8). This suggests that informal cross-border entrepreneurs
are not involved in this business and that the clothes are sourced elsewhere
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Table 8: Type of Goods Imported to Home Country (% of traders)

Country of Flresh . House- New Second- Handi-
survey and Gr.o cer- | fruit and Meat/ Electrical Furniture hold clothes/ hand crafts/ Other
R [ ies vegeta- | fish/eggs goods e shoes clothes/ curios
bles shoes

Botswana 8 27 1 1 1 16 16 3 10 21
South Africa 45 30 - 1 - 49 3 - 10
Zambia 19 37 4 1 - 8 7 3 13
Zimbabwe 4 20 0.2 1 1 22 9 2 15 27
Lesotho 10 31 1 - - 6 13 4 10 24
Malawi 18 7 0.3 20 1 23 38 - 0.3 24
Mozambique 70 21 61 6 1 12 1 - 9
South Africa 76 21 75 - 0.4 6 - - 6
Swaziland 64 21 47 10 2 18 1 - 12
Namibia 56 16 6 1 & 0.1 2 19
Swaziland 4 7 0.4 1 19 56 9 10
(SS’::; ::;ica 6 17 4 9 5 22 42 1 1 17
(Sl_c;‘f: n::;a 3 2 0.3 1 - 19 63 12 1 7
Zambia 29 14 8 4 1 8 22 16 & 16
Zimbabwe 56 2 - 1 3 2 2 9 -
Tanzania 14 2 6 1 9 52 33 1 -
DRC 20 32 17 5 0.4 11 14 14 1 -
Zimbabwe 69.5 1.6 1.5 7.7 0.6 2.9 9.8 1.9 0.1 3.1
South Africa 71.1 2.3 0.3 14.5 1.3 3.1 41 1.8 0 1.6
| 887 | 10 | a4 : - | 10 | 10 - | o5 | 34
Zambia 36.8 1.4 1.4 3.5 - 2.8 37.5 5.6 - 4.2
oy | 728 . - | 14 - | 82 | 96 . . 0
* Note percentages may add up to more than 100%. Multiple answers were allowed as many carried mixed loads.
Table 9: Type of Goods Exported from Home Country (% of traders)

Fresh .
Couyor | e | mitans || S FT | rune | U | e | cotes | 92 | oer

bles eggs goods goods shoes shoes
Botswana 31 6 10 10 31 6 <0.1 10
Malawi 14 5 14 5 9 27 14 18
Mozambique 40 33 4 6 2 -
Swaziland 15 8 4 4 8 4 15
Zambia 22 27 22 12 19
Zimbabwe 32 13 4 2 2 12 0.5 19
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and transported into Mozambique by other means. In the region as a whole,
only 3% of traders were carrying second-hand clothing across borders for
resale, although 16% of those entering Zambia were involved in the trade.
More important were new clothing and shoes (carried by 16% of the trad-
ers), although their importance varied from country to country and border
to border. At the South Africa-Botswana border, for example, 49% of trad-
ers entering Botswana were carrying new clothes and shoes. Some 56% of
traders entering Swaziland were also trading in new clothing and shoes. The
other significant trade in these goods was into Malawi, with 38% of traders
involved. On the other hand, only 10% of traders entering Zimbabwe, and
12% entering Mozambique, carried new clothing and shoes for resale.

None of the other countries, besides Zambia, were important markets
for second-hand clothing. Around 6% of traders said they had taken
second-hand clothing out of Botswana, Mozambique and Zambia to sell in
other countries. Again, as with imports, exports of new clothing were more
important (Table 9). Close to 30% of traders entering Botswana and Malawi
said that they had left these countries with new clothes and shoes to sell.
Zimbabwe was the most important destination for these traders. Around a
third of traders at the Zimbabwe borders with Zambia and Mozambique also
said that they had exported new clothes and shoes from Zimbabwe to these
countries.

HOUSEHOLD AND OTHER GOODS
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Cross-border traders throughout the region were carrying electrical and
other household goods but not much furniture, which is bulky and difficult
and expensive to transport. Traders travelling to Malawi were most likely to
be carrying household goods into the country (23%), followed by Swaziland
(19%) and Botswana (16%) (Table 8). While South Africa is clearly the
most important source of household goods for resale in other countries, it
is not the only one; for example, of the traders returning to Zimbabwe from
Mozambique 21% said that they had exported household goods on their
outward journey (Table 9).

The survey uncovered a large range of other goods being carried by
smaller numbers of traders. These varied from country to country but
included chitenges and capulanas (pieces of cloth worn by women in South-
ern and Eastern Africa) and other types of fabric, liquor/alcohol, car parts,
cars, hardware, construction materials and sundry goods. The Namibian
survey revealed a substantial trade in petrol to Angola and Zambia, but
often carried in the petrol tanks of vehicles rather than in jerry cans. Petrol
is also transported to Zimbabwe from Francistown in Botswana in a similar
manner. Once in the destination country, the petrol is siphoned and sold.
This trade goes unrecorded so its extent and importance is impossible to
determine.
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HANDICRAFTS

The import of handicrafts and curios to the study countries was quite lim-
ited (since these countries tend to be sources rather than markets). In total,
10% of the traders were carrying handicrafts and curios, primarily into Leso-
tho and Botswana (Table 8). There is probably a market for Zimbabwean
handicrafts amongst tourists visiting these two countries, which could
explain their importation by small-scale entrepreneurs. More significant
was the export of handicrafts, particularly from Zimbabwe. A total of 19%
of the traders entering Zimbabwe said they had exported handicrafts from
the country (Table 9). The most important site was Beit Bridge between
Zimbabwe and South Africa where as many as 42% of traders said that they
had exported handicrafts to South Africa.

VALUE OF GOODS

The majority of traders entering Botswana, Lesotho, Mozambique, Swa-
ziland and Zambia were carrying goods worth less than ZAR1,000 (Table
10). A major exception to the general rule of low-value trading was at the
South African border with Zimbabwe, where 57% of traders were carry-
ing goods valued at between ZAR1,000 and ZAR5,000. Nearly 30% of
Zimbabwean traders at all border posts were carrying goods valued at over
ZAR2,000. Another exception to the rule was at the Zambia-Tanzania
border where three quarters of the traders were carrying goods valued at
between ZAR2,000 and ZAR10,000 and another 16% were carrying goods
worth over ZAR10,000. At other Zambian border posts, low-value trading
was more the norm. Higher-value trading was also evident at the Malawian
border posts where less than 20% of traders carried goods worth ZAR1,000
or less. A further 55% had goods worth between ZAR1,001 and ZAR5,000
and 26% had goods worth more than ZAR5,000.

Table 10: Value of Goods Carried by Traders (% of traders)

Country of ZAR1-500 ZAR501- ZAR1,001- ZAR2,001- ZAR5,001- ZAR10,001- Over
survey 1,000 2,000 5,000 10,000 15,000 ZAR15,000
Botswana 80.3 12.2 438 1.3 0.2 0.0 0.0
Lesotho 62.7 16.4 13.4 4.5 1.5 1.5 0.0
Malawi 7.5 11.6 23.5 31.6 11.9 7.5 6.4
Mozambique 30.4 28.5 21.3 14.9 1.8 0.5 2.2
Swaziland 7.9 54.0 19.6 6.0 4.5 0.0 8.1
Zambia 44.0 10.3 6.6 16.0 16.3 4.0 2.8
Zimbabwe 23.6 11.9 36.7 20.2 6.1 1.6 0.0
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The diversity and range of value of the goods carried by traders suggests
that ICBT includes a broad spectrum of entrepreneurs, from small-scale
survivalists to relatively large-scale traders. It suggests that there could
be possibilities for bringing those at the high end of the spectrum into the
formal sector, while raising questions about the costs of negotiating border
regulations for those at the lower end of the spectrum.

CONDUCTING BUSINESS

18

Traders used a variety of transport modes to travel to and from border
posts. The choice of mode is influenced by the distances travelled, the
location of border towns, the volume of goods being transported and the
charges levied by the transport carrier. The most common form of transport
used by traders to cross borders was buses and minibus taxis (Table 11). At
every border post, with the exception of the Namibia and Angola border,
more than half of the traders travelled to and from the border using this
form of transport. Given the sheer volume of traders on the roads, this
means that they make a significant contribution to the private transport
industry. Traders travelling by car were likely to be have been missed by
interviewers, so the proportion travelling by car may be underestimated.

Informal cross-border traders exhibit a complex variety of travel pat-
terns, even through a single border post (Table 12). Traders using border
posts where border towns were in relatively close proximity travelled fre-
quently. Some crossed the border more than once a day on a regular basis
(for instance at Livingstone, Kasumbalesa, Mutare and Namaacha). Others
made their journey a few times a week. Those using border posts where
distances to buying and selling areas were longer tended to travel once a
week, bi-monthly or once a month. Malawians were most likely to travel
bi-monthly or monthly. This was also true for Zimbabweans. A smaller pro-
portion of traders travelled only twice a year or less.

Not surprisingly, the length of stay in countries of destination tended to
be short (Table 13). Patterns of stay reflected patterns of travel: as travel
became more frequent, length of stay tended to decrease. The majority of
traders at most border posts crossed for a day or less. Of the rest, most were
likely to spend less than a week in another country. Other research indicates
that traders are reluctant to spend too long in another country, especially
if they are there to shop and not to sell as well.17 This is because they
worry about their security and that of their goods and money. Furthermore,
accommodation can be expensive and/or uncomfortable. Traders from Bot-
swana, Malawi and Zimbabwe tended to stay away longer than those from
other countries, probably because they had further to travel and were also
engaged in buying and selling. In the case of Botswana, 47% stayed abroad
for a week or longer. The equivalent figures for Malawi and Zimbabwe were
35% and 26% respectively.
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Table 11: Mode of Transport Used by Traders To and From Borders (% of traders)

ey Eif || (e G Bus/taxi Car/van Truck Foot Bike Train
survey travel

To border 78 0 14 0 0
Botswana

From border 91 0 1 0 0

To border 64 36 0 0 0 0
Lesotho

From border 64 36 0 0 0 0

To border 96 1 2 0 0 0
Malawi

From border 90 3 6 0 0 0
Mozam- To border 73 8 1 10 0 7
bique From border 76 5 1 17 0 1
From To border 32 6 1 46 14 0
Namibia From border 39 6 1 40 14 0

To border 71 21 6 0 0
Swaziland

From border 50 39 5 0 0

To border 68 1 0 27 1 3
Zambia

From border 79 1 1 18 1 1

To border 76 12 8 4 1 0
Zimbabwe

From border 78 11 8 3 1 0
Table 12: Frequency of Travel to Another Country for Trade (% of traders)
Country of Once aday | Few times Once a Twice a Once a Twice a
survey or more a week week month month year or less
Botswana 3 12 8 13 53 9
Lesotho 4 22 6 18 45 1
Malawi 2 2 6 37 33 20
Mozambique 10 38 29 8 13 1
From Namibia 41 31 17 3 5 3
Swaziland 2 6 18 55 11
Zambia 24 25 14 19 9
Zimbabwe 10 11 18 36 17
Table 13: Length of Stay in Destination Country (% of traders)
Country of —f Onedayor | 5 qays | 4-7days | 1-2weeks | 3-4 weeks | ' MONthOf
survey less more
Botswana 27 16 10 41 3 3
Lesotho 61 22 6 4 4 1
Malawi 17 24 24 22 7 6
Mozambique 66 21 10 2 1 0
From Namibia 93 3 1 1 1
Swaziland 31 63 1 0
Zambia 77 11 2 1
Zimbabwe 25 32 13 16 6 4
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An analysis of the purchasing behaviour of informal cross-border trad-
ers shows that they contribute significantly to the formal sector wholesale
and retail economies of the countries where they buy their goods. The
majority sourced their goods from formal sector wholesalers and retailers.
Wholesalers were particularly important sources of goods for traders leaving
Namibia (79%), and traders from Malawi (64%) and Zambia (53%) (Table
14). Retailers (mainly supermarkets) were more important than wholesal-
ers for traders from Zimbabwe (60%), Mozambique (55%), Lesotho (42%)
and Swaziland (34%). Traders also contributed to the informal economy
in destination countries, particularly those from Zambia (40%), Swaziland
(38%) and Botswana (24%). Although most bought foodstuffs and agricul-
tural products from formal and informal sector retailers and wholesalers,
some traders from Botswana, Lesotho and Mozambique sourced their goods
directly from commercial and smallholder farms.

Table 14: Type of Outlet Where Goods are Bought (% of traders)

g)fxr;t;y ©y Wholesaler Retailer Irr]nfz::; ?I Con;;r:rircial Sm?!:wrilder Other
Botswana 18 12 24 4 16 24
Lesotho 16 42 25 1 9
Malawi 64 41 16 1 1 7
Mozambique 39 55 12 0.4 2
From Namibia 79 23 0.3 0.1 3
Swaziland 18 34 38 3 1 5
Zambia 53 16 40 0 2 3
Zimbabwe 24 60 14 1 1 1
* Note totals may add up to more than 100% as respondents could provide multiple answers.
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While traders make a significant contribution to the formal sector of
countries where they purchase their goods, they contribute primarily to
the informal sector when selling (Table 15). The proportion of traders who
sold to formal shops, retailers and restaurants was very low in all countries,
although it was marginally more important in Malawi (15% of traders) and
Zambia (14% of traders). Some cross-border traders, especially in Malawi
(at 57%), owned the shops where they sold the goods they imported into
the country. It is unclear if these shops were in the formal or informal sec-
tor. Larger proportions of traders in the other countries tended to sell from
their own stalls in informal markets or sold to others who operate in those
markets. In general, informal markets were the major outlet for the sale of
imported goods in countries such as Mozambique (75% of traders), Zambia
(54%), Lesotho (45%) and Zimbabwe (38%). The only countries where
informal markets were relatively unimportant were Malawi and Swaziland.
The other significant means of disposing of goods in some countries (espe-
cially Botswana and Lesotho) was through door-to-door sales. Others sold
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through networks of friends, family members and others. This was the most
important way of selling goods in Swaziland (44%), Zimbabwe (40%) and
Zambia (39%). Door-to-door selling and networking were of little impor-

tance in Mozambique.

Table 15: Outlets for Goods (% of traders)

Own stall Other. Friends/ Retailers/

Country of . sellers in Door to .
Own shop | in informal . family/ shops/res- Other
survey informal door
market networks taurants
markets

Botswana 3 20 12 30 25
Lesotho 1 18 27 31 22 0
Malawi 57 8 12 16 17 15 10
Mozambique 8 55 20 9 6 7 9
From Namibia 23 39 31 14 9 2
Swaziland 10 15 8 19 44 4 3
Zambia 5 24 30 6 39 14 1
Zimbabwe 4 8 31 40 8 1

FINANCIAL TRANSACTIONS AT BORDERS

uring the 10-day survey period at the 20 border posts, more than

ZAR3,750,000 was collected from 1,780 traders — an average duty pay-
ment of ZAR2,106 per trader (Table 16). However, as the researchers were
not able to monitor all interactions between traders and customs officials,
the amount of duty collected was undoubtedly higher. Extrapolating from
this data, an estimated ZAR135 million was collected in 2008 from small-
scale traders at these 20 border posts alone. In total, only 37% of the traders
paid customs duties on their goods although there was considerable varia-
tion by border post and country. No traders returning to Lesotho, and only
3% of those entering Zimbabwe, paid customs duties, for example.

At the other end of the spectrum, virtually all traders entering Malawi
were charged customs duties, as were 78% of those entering Botswana and
75% of those entering Zambia. The demands for customs duties also varied
considerably between border posts, often between the same two countries.
For example, 36% of traders entering Swaziland from South Africa through
Oshoek paid duties compared to only 6% at Lavumisa, the other border post
between the two countries. Such variability, especially between border posts
of the same country, suggests that the regulations and levying of customs
duties are very unevenly applied. In general, the small amounts collected
from most traders call into question the cost-effectiveness of the whole
exercise.
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Table 16: Duties Paid by Country and Border Post
Country of survey and desti- | No. of traders Percentage. ©y ToFaI duties A\;l)zr? Ssd(:eurty
nation countries paying duty traders paying p".“d (South (South African
duty African rands) rands)
Botswana
South Africa 152 94 15,724 103.45
Zambia 58 28 17,886 308.38
Zimbabwe 403 97 29,721 73.75
Total 613 78 63,331 103.31
Lesotho
South Africa
Total
Malawi
Tanzania 157 100 140,582 895.43
Mozambique (Mwanza) 49 96 33,228 678.12
Mozambique (Dedza) 94 100 45,816 487.40
Total 300 99 219,627 732.09
Mozambique
South Africa 29 12 - -
Swaziland 5 2 - -
Total 34 7 - -
Swaziland
South Africa (Oshoek) 192 36 76,565 398.78
South Africa (Lavumisa) 16 6 6,242 390.12
Total 208 26 82,807 398.11
Zambia
Zimbabwe 207 99 31,648 152.89
Tanzania 370 99 101,697 274.86
DRC 9 4 34,00 3.78
Total 586 75 133,379 227.61
Zimbabwe
South Africa 0 570 285.00
Zambia 1 428 219.00
Mozambique (Mutare) 29 7 1,514 52.21
Mozambique (Nyamapanda) 6 7 1,470 245.00
Total 39 3 3,954 101.38
TOTAL 1,780 37 3,754,154 2,109.18

Nearly 3,000 traders did not pay any duties. These traders were generally
carrying goods valued at below the personal allowance and/or tariff rate.
None of the researchers observed bribes being offered or taken when they
were monitoring the interactions between customs officials and traders.
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They did, however, note the various methods used by traders to avoid pay-
ing duty. For example, some traders paid people to carry some of their goods
across the border for them so the individual loads fell under the personal
allowance limit. At some border posts, traders hired people to take goods
around rather than through the border post and met them on the other side.

Tariff regimes are certainly complex with different tariff rates for different
goods. If traders are not informed about the amount of duties payable on
goods, their lack of knowledge could be exploited by unscrupulous customs
officials. There certainly proved to be significant differences in levels of
knowledge about the customs requirements (Table 17). Traders entering
Mozambique were the best informed with the overwhelming majority (92%)
saying they had information about the duties they were required to pay.
Traders entering Swaziland, Botswana and Zambia were the least informed
with half or less saying they had the requisite information. In all of the
countries, over half of traders said they got their information from customs
although it is not clear how this information was conveyed. Other traders
were the second most important source of information. Traders’ associations
were of negligible importance. Other sources cited included the media,
town clerks and clearing agents.

Table 17: Knowledge About Duty Payable at Customs (% of traders)

Country of survey Yes No Sometimes No answer
Botswana 45 38 1" 6
Lesotho 46 54

Malawi 74 23 3

Mozambique 92 7 1

Namibia/Angola 58 41 1

Swaziland 41 54 2 3
Zambia 50 45 4

Zimbabwe 64 31 5

Traders who carry goods with receipts that include valued-added tax
(VAT) are eligible to claim the VAT when leaving the country of purchase.
The various methods for claiming VAT are often complex and time consum-
ing. Refunds may be made out in cheques or deposits to credit cards and are
rarely paid in cash. The vast majority of traders did not claim VAT from the
countries where they bought their goods (Table 18). Those entering Malawi
(30%) and Mozambique (33%) were most likely to have claimed VAT.
Almost all traders entering Zambia (94%) said they did not claim VAT and
over three quarters of those interviewed entering Botswana, Swaziland and
Zimbabwe also said they did not claim. There was some variation between
border posts. Traders using some of the larger border posts, e.g., Beit Bridge
(39%) and Oshoek (33%) were most likely to claim VAT.
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Table 18: Claims for VAT by Traders (%)

Country of survey Yes No Sometimes No answer
Botswana 8.2 76.8 0.9 14.1
Lesotho 6.0 94.0 0.0 0.0
Malawi 30.2 66.5 2.1 1.2
Mozambique 325 63.9 3.0 0.6
Swaziland 17.7 771 3.6 1.5
Zambia 2.0 94.4 0.3 3.3
Zimbabwe 19.3 771 3.6 0.0

Although most informal traders are viewed as operating outside the
regulatory and tax framework, they do contribute to the national tax base
of the country of purchase when they fail to claim VAT that may be owed to
them. When asked why they did not claim VAT, most traders said they did
not know they were eligible or how to claim, that it took too long and that
they were unable to cash cheques (Table 19). Amongst the other reasons

given were that the process was too complicated to make it worthwhile.

Table 19: Reasons Why Traders Did Not Claim VAT (%)

Country of Don’t know Takes too | Cannot cash Not

survey how to claim long cheque iz applicable NOEIETES
Botswana 47.7 1.5 0.5 4.8 38.6 6.9
Lesotho 98.4 0.0 0.0 1.6 0.0 0.0
Malawi 46.9 104 0.9 34.6 1.4 5.7
Mozambique 35.7 8.0 14 34.1 20.8 0.0
Swaziland 60.3 15.3 0.0 16.9 7.5 0.0
Zambia 94.7 1.4 0.3 0.5 0.0 3.1
Zimbabwe 50.3 17.5 6.2 0.0 229 0.0

TREATMENT AT THE BORDER

24

Four out of five traders said they encountered major problems when cross-
ing borders. The problems that were identified fell into three categories:
customs-related, immigration-related and border post operations (Table
20). Over a quarter of the traders said duties were too high, and a fifth said
that sometimes the duties they had to pay were more than the cost of the
goods they were carrying. Other problems cited included variable duties and
arbitrary setting of charges by customs officials. Around 5% of the traders
said the confiscation of goods or detention of goods by customs officials was
a problem. Some alleged that customs officials then sold their goods for
personal gain. Traders at some border posts complained about restrictions
placed on the import of specific goods into the DRC (maize), Angola (alco-
hol) and Zambia (sugar and beer).
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Table 20: Major Problems Encountered by Traders at Borders

Problem No. %
Customs-related

Duties paid are too high 741 27
Tariffs/duties always fluctuate/Customs set own charges 184

Unwarranted confiscation/detention of goods 135

Restrictions on import of goods (type and volume) 95

Lack of information on customs procedure 16 1
VAT claim cumbersome/issuing of cheques is problem 13 0.5
Immigration-related

Lack of permits/high cost of permits 76 3
Days allowed in recipient country are too few 28 1
Border post operations

Long queues/congestion/delays 701 25
Too much corruption 189 7
Staff unfriendly/rude/impatient/unnecessary questioning 164 6
Transport problems/poor road networks/transport prices high 137 5
Physical harassment/beating/violation of human rights 64 2
Checkpoints cause delays 52 2
Bureaucracy/service/computer breakdown causes delays 43 2
Security poor/border unsafe because of criminals 28 1
Poor infrastructure/lack of toilets/bad toilets 19 1
Total 2,782 100
Note: More than one answer permitted. Percentages refer only to those who said there were problems.

Immigration formalities seemed to pose less of a problem for traders.
Because a significant proportion of interviewees are not required to hold
permits to travel to countries where they do business, this is perhaps not sur-
prising. Those who did complain mentioned the lack and cost of permits and
the length of stay allowed. Although most traders at most border posts were
able to complete formalities in less than half an hour, delays and congestion
were identified as a major problem by over a quarter of traders. Corruption
was also identified as a problem by 7% of traders. Unfriendly, rude, impa-
tient officials were identified as a problem by 6% of respondents. A further
2% (64 traders) complained of physical harassment and beating. Insecurity
and crime were seen as problematic by a small number (2%). Transport was
also raised as an issue by some with references to poor roads, the high cost
of transport and problems with transporting their goods.

The traders had several suggestions for border improvements. In terms
of customs, 30% said duties should be reduced but only 1% suggested that
they should be scrapped altogether. This suggests that traders accept that
they may have to pay duties, but it is the amounts demanded that are a
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problem for them. A few suggested that small-scale traders should pay duties
at a lower rate than large-scale traders and some that duties for small trad-
ers should be charged at a fixed rate. Others indicated that pamphlets and
notice boards could be introduced to inform traders about customs proce-
dures and tariff rates as well as their rights and obligations.

Few had suggestions for improving the immigration regime, which sug-
gests an acceptance of the status quo. But service quality figured signifi-
cantly in suggestions for improvement. Nearly a third wanted to see expe-
dited and improved services through the employment of greater numbers of
border personnel. In the same vein, a smaller number wanted to see better
customer care and an end to harassment. Also related to efficiency at the
border post, some suggested separate queues for traders, non-traders and
locals. Others recommended separate traffic queues for trucks/lorries and
light vehicles. Other recommendations for improving facilities at border
posts were that foreign exchange facilities should be introduced so they
could change their money and that enquiry desks be established.

Table 21: Suggestions to Improve Service at Border Posts

Suggestion | N | %
Customs-related

Reduce customs duties 635 30
End corruption/punish corrupt officials 83 4
Apply duties for small traders at lower rates than large 47 2
Pamphlets, notices to inform on customs procedures/clarify rights and obligations 40 2
Charge fixed amount 35 2
Training of customs officials for better assessment of goods 7 0.3
Stop filling of forms and search of luggage 7 0.3
Immigration-related

Increase number of days allowed in recipient country 19 1
Free entry and exit between countries 19 1

Border post operations

Employ more staff to expedite service/improve service 638 30
Better customer care/stop harassment 127 6
Improve road network/transport services 86 4
Upgrade computer system 52 2
Improve security 31 1
Improve infrastructure to increase efficiency (including toilets) 26 1
Make separate queues for traders/non-traders/locals 15 1
Total 2,144 | 100
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CONCLUSION

™ his study, the largest of its kind ever undertaken in SADC, shows that
A small-scale cross-border traders comprise a significant proportion of
traffic through border posts throughout the region. With the exception of
the border posts of Botswana and Namibia and the Nyamapanda border
between Mozambique and Zimbabwe, traders comprised over 30% of people
going through these border posts during the period of the SAMP survey.
They constituted half of border crossers counted at Beit Bridge between
South Africa and Zimbabwe and almost three quarters at Namaacha
between Swaziland and Mozambique.

The majority of traders travelled frequently for short visits (often less
than a day) to other countries to buy goods for re-sale in their home coun-
tries. Very few stayed more than a few days in another country. Only 13%
of the respondents both imported and exported goods when they travelled.
This group of “two-way” traders was dominated by Zimbabweans (almost
half of the Zimbabwean traders fell into this category). The type of goods
carried by small-scale cross-border traders varied widely between border
posts and trading corridors, but was dominated by food items including gro-
ceries, fresh fruits and vegetables as well as meat, fish and eggs. New clothes,
household and electrical goods also comprised a significant proportion of
the stock of small-scale cross-border traders.

The variety in the values of the loads of goods carried by traders indicates
the complexity and diversity of this sector of trade. A significant cohort of
traders appeared to be survivalists. Many carried under ZAR500 worth of
goods when crossing. However, when combined with the frequency of travel
and length of stay, it seems that some traders prefer to travel frequently
with low-value loads, rather than infrequently with high-value loads. Most
traders travelled with loads valued in the range of ZAR1,000-ZAR5,000
although a small cohort of traders had loads worth more than ZAR15,000.
Although they are often labelled as “informal”, and therefore operating out-
side regulatory frameworks, the traders made a significant contribution to
the duties collected at border posts. While traders were willing to pay duties,
they wanted the rules to be transparent and less arbitrary and amounts to be
reduced. Tariff regimes in the region are certainly complex and only half of
the traders said they had information about what customs duties were pay-
able. Although most traders bought their goods in the formal sector where
VAT is payable, few claimed VAT on a regular basis because the process is
time-consuming and complicated. They therefore make a contribution to
the fiscus of the country in which they buy their goods.

The patterns of trade undertaken by these small entrepreneurs are com-
plex. They travel to a wide variety of destinations, including major cities,
small towns and even villages. Cities and towns comprise the majority of
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destinations, while border towns did not figure as prominently as expected
as destinations. ICBT therefore forms a complex web of entrepreneurial
interactions which extends across the region encompassing rural and urban
areas. ICBT also straddles and links the formal and informal economies of
the region. The scale and scope of trade uncovered suggests that it makes
a significant contribution to regional trade and the retail economies of
the region and is consistent with the stated aims of both the SADC and
COMESA to promote intra-regional trade. The participation of small-scale
traders suggests that ICBT could, if promoted further, provide a route to the
development of pro-poor trade policies that could have a direct impact at
the household level. The significant participation of women in this sector of
regional trade suggests that it also provides opportunities for the economic
empowerment of women.

If trade policies for the region are to be successful, the activities of these
male and female entrepreneurs need to be included in planning processes.
The range of values of duties collected and traders’ comments on the collec-
tion of duties raise questions about tariff regimes in the region. When devis-
ing plans to improve efficiency at land border posts the activities of these
traders need to be taken into account; and, as regular users of border posts,
their opinions could be of considerable value. Overall, the study shows that
small-scale cross-border trade comprises a significant component of regional
economic activity for most countries in Southern Africa. It is highly visible
at border posts throughout the region and to the officials that staff these
posts. Only to policy-makers and governments does ICBT remain largely
invisible.
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