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Since 2003, South African policy discourse about persistent poverty has been 
dominated by the notion that poor people stay poor because they are trapped in 
a ‘second economy’, disconnected from the mainstream ‘first world economy’. 
This paper considers the adequacy of this notion in the light of research 
conducted in 2002 and 2005 in Mt Frere in the rural Eastern Cape, and in Cape 
Town’s African suburbs.  It argues that a process of simultaneous de-
agrarianization and de-industrialization has created a heavy reliance on a formal 
sector in which employment is becoming increasingly elusive and fragile.  Rather 
than a ‘second economy’ disconnected from the first, fieldwork suggested high 
levels of integration, corporate penetration and monetization even in the remote 
rural Eastern Cape: the problem is not that people are excluded from the 
mainstream economy, or that the region is excessively remote or ‘laggard’; rather 
it is that people are included on adverse terms.  Within this context, survival 
relies on complex practices of reciprocity in spatially extended urban-rural 
networks, and on widespread, elusive, economically crucial but fragile forms of 
informal economic activity and self-employment.  The dynamics of these diverge 
significantly from those imagined both in ‘second economy’ and in ‘SMME’ 
discourse.  The paper concludes by highlighting some questions raised by the 
‘lack of fit’  of dominant conceptions of  economic activity at the margins of the 
South African economy. 
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