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ABSTRACT 

The informal economy is a pervasive and resilient phenomenon in both developing 

and developed countries. Management research analysis the informal economy under an 

institutional incongruence perspective. That is, activities in the informal economy, albeit 

illegal, are legitimate to large groups in society. Bridging the institutional incongruence 

perspective and organizational institutionalism, legitimacy is not only crucial for firm to 

survive and prosper in both formal and informal economy, but also defines the boundaries 

between informal and criminal economy. Notwithstanding its importance, legitimacy in the 

informal economy has received scant attention by management researchers.  

With the ambition of reducing the paucity of knowledge on this important research 

topic, the thesis explores how entrepreneurs in the informal economy legitimize their 

activities. It does so by using an in-depth single case study centred in a cluster of informal 

entrepreneurs in Accra. The findings are twofold. Entrepreneurs whisper their 

appropriateness across their networks. However, when faced by legitimacy challenges they 

aggregate into a formal organization that not only responds to the legitimacy challenges, 

but also legitimize informal entrepreneurs’ activities in moral and cognitive terms. A by-

product of the legitimizing actions of the formal organization is an emerging formalization 

process.  

The findings are the result of an iterative abductive process to the research, leading to 

several theoretical and practical implications. The main theoretical contribution is the 

formulation of a parsimonious and empirically grounded theoretical framework for 

analysing the legitimacy dynamics in the informal economy. The main practical implication 

lies on highlighting the role of the formal organization as the gateway towards 

formalization. 
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INTRODUCTION 

Firms can operate outside the law by infringing copyrights, ignoring product quality, 

sidestepping labour market regulations, evading taxes, skirting environmental laws, and 

even neglecting legal registration. Operating outside the law, firms step into the murky 

territory of the informal economy. The informal economy creates substantial economic and 

societal costs (Farrell, 2004; La Porta & Shleifer, 2008). According to recent statistics, the 

informal economy amounts to as much as 60% of developing economies gross domestic 

product (GDP) and to approximately 15-20% of developed economies GDP (Schneider, 

2012; Medina & Schneider, 2018; Schneider, et al., 2010). In developing countries, the 

informal sectors accounts from 40% to 80% of the non-agricultural employment (Chen, 2006; 

ILO, 2012; Maloney, 2004). With a more disguised character, the informal economy in 

developed countries is often seen as an employment alternative during period of financial 

and economic crises or as means of greater work flexibility and satisfaction (Gërxhani, 2004; 

Williams, 2013). Recognizing not only the significance and permanence of the informal 

economy as a feature of modern capitalist economy (Henry, 1987), but also the importance 

of the sector for national development and entrepreneurship (Godfrey, 2011; Bruton, et al., 

2012), there is an increasing policy approach towards promoting formalization rather than 

controlling, deterring and eradicating the informal economy (Chen, 2012; Sepulveda & 

Syrett, 2007; Horn, 2011).  

In order to foster formalization, however, it is crucial to understand the dynamics of 

the informal sector. Examining the informal economy from a sociological perspective, 

researchers point to the importance of strong ties and social embeddedness to reduce 

uncertainty, leverage resources and remain undetected by enforcement agencies (Wiegand, 

1994; Khavul, et al., 2009).Thus, informal exchanges are underpinned by mechanism of 

enforceable trust stemming from tight social networks (Portes, 1994). It is also clearly 

established in the literature not only that, be it at the enterprise or at the individual worker 

level, formal and informal sector are widely intertwined (Moser, 1978; Chen, 2006; Godfrey, 

2011; London, et al., 2014; Portes & Schauffler, 1993), but also that, because of such 

connections, economic crises are transmitted from the formal to the informal sector pushing 
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those in the informal sector into even deeper poverty (Horn, 2009; 2011; Mehrotra, 2009). 

Furthermore, there is common agreement among scholars that operating informally can 

result from a cost-benefit analysis (De Mel, et al., 2013; Sakho, et al., 2009; McKenzie & 

Sakho, 2010), thereby scholars acknowledge exit besides exclusion from the formal economy 

as a theoretical angle to study the informal sector (Perry, et al., 2007; Maloney, 2004). 

Developing this line of reasoning, research characterizes informality as a continuum rather 

than a dichotomous variable (Sindzingre, 2006; Guha-Khasnobis, et al., 2006; McGahan, 

2012), and hence depict formalization as a multistage process unfolding over a series of 

strategic choices (Chen, 2012; Siqueira, et al., 2016).  

Following recent management literature, this thesis defines informal economy as the 

set of economic activities that are accepted by large groups in society in spite of being illicit 

(Webb, et al., 2009). Because acceptance is closely linked with legitimacy (Deephouse, et al., 

2017), this approach put legitimacy at the heart of the informal economy (Webb, et al., 2013). 

Legitimacy is fundamental for organizations. Legitimate firms can easily obtain resources, 

such as human capital and funds, that strengthen firm survival capabilities and promote 

growth (Zucker, 1987; Zimmerman & Zeitz, 2002). Nevertheless, by definition, informal 

firms lack, wholly or partially, socio-political legitimacy (Aldrich & Fiol, 1994). As such, 

investors, employees and customers should be cautious in transacting with them (Assenova 

& Sorenson, 2017). Therefore, informal firms should have more difficulties in obtaining 

resources than formal firm. In addition, informality is found to be more common in 

industries with limited resources (Siqueira, et al., 2016). However, the relationship between 

resources and performance is positively mediated by informality, in that rare resources have 

a greater impact on the performance of informal firm than on that of formal firm (Siqueira 

& Bruton, 2010). Therefore, inasmuch as legitimacy is a requisite to procure other resources, 

it seems to be essential for informal firm survival and prosperity.  

Howbeit, to date, management researchers have barely investigated the effects of 

legitimacy in the informal economy. Assenova & Sorenson (2017) have proposed that formal 

firms outperform informal firms in terms of revenues and employee number because the 

former benefit of higher socio-political legitimacy, which was measure as legal registration 
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of the firm at the time of founding. Although determining formality as registration at 

founding avoids reverse causality, it also implicitly defines informality as a dichotomy 

rather than a spectrum. Moreover, to be sure, socio-political legitimacy is important, but it 

is not the only kind of legitimacy that organizations seek for, nor it can be achieved only by 

registration (Deephouse, et al., 2017). Particularly, in the presence of weak and inefficient 

formal institutional, individuals refer to informal institutions to guide their behaviour 

(Webb, et al., 2009). Informal institutions usually comprise prescriptions that are 

complementing or aligned the formal institutions. Informal institutions, nonetheless, can 

also prescribe or tolerate behaviour that are contrasting to the formal institutions. The 

informal economy stems from the incongruence between formal and informal institutions 

(Webb, et al., 2013). 

Firms have a wide range of tactics at their disposal to obtain legitimacy (Suchman, 

1995). Whereas the extant literature on the legitimation process for formal firm is 

considerable, little is known on how the legitimation process unfolds for informal firms. 

Informal firms face several challenges in their economy activities that are not common to 

formal firms. For instance, formal firm can legitimize a certain activity by means of press 

conference. Informal firms lack not only the resources to do so, but also the strategic benefits 

of locating themselves under such spotlights. Therefore, assuming that the legitimation 

process in the informal economy is similar to the formal economy seems a far-fetched 

reasoning. Given the relevance of legitimacy in the informal economy and the significance 

of the informal economy to the overall world economy (Bruton, et al., 2012), understating 

the dynamics of the legitimacy in the informal economy is of particular interest for both 

management research and policy development. Inasmuch as legitimacy is the gateway to 

other essential resources, it is worth to assume that, either directly or indirectly, legitimacy 

will play a role in the cost-benefit analysis that lead to exit formal institutions. Additionally, 

organizations need not to be supported by the whole society to survive and thrive (Pfeffer 

& Salancik, 1978), therefore it could be that informal firms need legitimacy from only key 

sources. Furthermore, the social dynamics surrounding the informal economy, informal 

firms might use legitimation mechanics that have been undocumented so far.  



Towards a Theory of Legitimacy in The Informal Economy                        9 
 

Albeit the foregoing reasoning emphasizes the importance of legitimacy in the 

informal economy as it is not only a prerequisite for firm survival and prosperity, but also 

the boundary between informal and criminal economy, management research has 

overlooked this topic so far. Therefore, the substantial knowledge gap as to the dynamics of 

legitimacy in the informal economy, motivate the following research question: 

How do entrepreneurs in the informal economy legitimize their activities? 

To theoretically address this question, literature of informal economy and organizational 

institutionalism have been bridged into a theoretical framework highlight the multilevel 

interdependence across the theoretical constructs under study. On the methodological side, 

the question has been addressed by employing an in-depth case study of a cluster of 

informal entrepreneurs in Bubuashie, a district of Ghana’s capital. Characterizing the 

abductive reasoning, several iterative steps between theory, empirical data, case and 

theoretical framework resulted in producing a parsimonious yet empirically grounded 

framework by building on the pre-data collection phase framework. The thesis finds that 

informal entrepreneurs rely on pragmatic legitimacy and they whisper their 

appropriateness chiefly to individuals that can buy or sell what they need or rely on the 

word of mouths from costumers. However, when challenged, entrepreneurs aggregate into 

a formal organization that uses both substantive and symbolic tactics to legitimize 

entrepreneurs’ activities in moral, cognitive and, as consequence, regulatory terms. The 

substantive tactics used are co-opting, affiliating, brokering, and strategic compromises, 

whereas framing and giving accounts are the symbolic actions.  

The thesis consists of seven more chapters. The first chapter reviews the relative theories on 

which the pre-data collection theoretical framework is built. Following, the second chapter 

enlightens on the methodology of the case and not only justifies the use of a single case 

study, but also describe the abductive reasoning of the thesis. The third chapter gives both 

country and cluster related background information. Chapter five presents the findings in 

a narrative way and chapter six discusses such findings in theoretical and practical terms. 

The last two chapters deals with limitations and further research and conclusion. 
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LITERATURE REVIEW 

The aim of this chapter is to develop the theoretical framework underpinning the 

thesis. This is done in three subchapters. The first subchapter begins by reviewing the extant 

literature on the informal economy as to present this elaborate concept. Subsequently the 

emerging research on the informal economy from the field of management is reviewed as 

to highlight the current understandings of this sociological and economical phenomenon. 

The second subchapter surveys the literature on organizational legitimacy with the purpose 

of define and convey the importance of the concept for organizations. Building on the 

previous two subchapters, the third one develops the theoretical framework by explaining 

how informal economy and legitimacy are intertwined.  The theoretical framework not only 

reiterate the importance of the research gap, but also represent the theoretical knowledge 

before entering the data collection process. 

ENTREPRENEURSHIP IN THE INFORMAL ECONOMY  

The set of economic activities occurring underground is substantial in both size and 

scope (Schneider, 2012; Darbi, et al., 2018). The informal economy has been examined by 

economist and sociologist for many years, but only recently from management researchers. 

Given the elusiveness of the concept, the first section reviews the history and the main 

schools of thoughts on the informal economy. After highlight the intrinsic complexities of 

the informal economy, the second section introduces the management literature on these 

puzzling economic activities not only by discussing the comprehensive and inclusive 

definition of the phenomenon used in this thesis but also by reviewing recent research 

analysing activities in the informal economy with a management perspective. 

Early Theorizations and Concept Evolution 

Fundamentally, the emergence of the phenomenon today known as the informal 

economy can be traced back to the urban labour surplus generated by the fast-paced 

urbanization process that has characterized developing countries since the second half of 

the nineteenth century (Portes & Schauffler, 1993). Precisely, the industrialization process, 
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unable to cope with the masses of unskilled and illiterate workers migrating from the rural 

areas, caused a ubiquitous state of underemployment, unemployment, and poverty for 

large part of the urban population. In this sense the economy was framed in two separate 

sectors as such: a traditional sector, on one side, that comprised petty trade, small-scale 

production, and casual jobs and a modern one, on the other side, that is typified by the 

capitalist system (Chen, 2012). This view of the economy, known as the dual-sector model, 

argues that under the right mix of economic policies and resources the modern sector would 

increase enough to absorb the surplus of labour from the traditional sector (Lewis, 1954). 

Unemployment, underemployment, and poverty were conceived as temporary and 

necessary evils that would disappear as time goes by. However, prompting a series of 

studies from the International Labour Office (ILO), in the mid-1960s unemployment and 

poverty were still widespread in developing countries. A breakthrough on the dualist 

school came from the study of income opportunities in Accra by the economic 

anthropologist Keith Hart, who coined the term informal economy. During his fieldwork, 

Hart observed two disparate income opportunities that differed on the degree of 

rationalisation of work. The first one, labelled as formal opportunities, is wage employment, 

whilst the second one, labelled as informal income opportunities, is self-employment. 

Encompassing a wide array of economic activities, from marginal operations to large 

enterprises, the informal income opportunities not only offer means of subsistence to the 

unemployed in the urban areas, but also present opportunities of supplementary income 

sources to wage earners, a more sustainable solution than the burden of debt (Hart, 1973). 

Other studies have also documented the significance of the informal sector for the social and 

economic development, insofar as it provides elemental services (e.g. transportation) that 

are crucial for life in the city (Hart, 1970). Albeit Hart’s stance is peculiar in that it emphasises 

the entrepreneurial dynamism and economic agency of the informal sector, it still 

underlines the sector as a safety net for the excluded and as consisting of marginal activities 

that are rarely connected to the modern sector. ILO, in the Kenya report, used the term 

informal economy to refer to the economic activities in the traditional sector, characterised 

by “a) ease of entry; b) reliance on indigenous resources; c) family ownership of enterprises; d) small 

scale of operation; e) labour-intensive and adapted technology; f) skills acquired outside the formal 
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school system; and(g) unregulated and competitive markets” (ILO, 1972, p. 6). Subsequentially 

the term informal economy became institutionalized among international development 

agencies and stripped away of its positive connotation, until it eventually just meant 

poverty (Sethuraman, 1976; Tokman, 1978; Hart, 2005). In short, although the dualist school 

of thought introduced the first conceptualization of informality, it grounds in countries’ 

political or institutional structure inefficiencies the only satisfactory explanation for the 

persistence of the informal economy (Godfrey, 2011). 

Furthering the dualist view, the structuralist school analyses the linkages between the 

formal and the informal sector. Building on the embeddedness of economic activities in 

broader social systems, the structuralists argue that to understand the inability of self-

employed to achieve economic growth, and hence the existence and resilience of the 

informal sector, focus has to move away from classifying the economy in two separate 

sectors to studying structural linkages and relationships between different production and 

distribution systems (Moser, 1978). Such kind of investigative approach sheds light on the 

dynamics and the impediments to the processes of capital accumulation and expansion that 

influence the informal sector vis-à-vis the formal one. Supporting the interrelations of the 

two sectors, empirical studies of the urban market structure in Colombia and Kenya have 

revealed that small-scale enterprises not only produce inferior and cheaper products 

accessible to the lower income class, but they also serve the higher income class with 

custom-made or indigenous products (Peattie, 1980; Stewart, 1975). Consequently, the 

informal economy provides goods and services that might be considered unprofitable by 

the capitalistic firms. Moreover, it has been shown that these two sectors have a symbiotic 

relation. On one hand, the ingenuity of the small-scale enterprises resulted in the production 

of goods and services that were keeping the cost of living down, so that foreign firms could 

continue to pay low salaries (1978). On the other hand, a lot of entrepreneurs on the informal 

sector not only were previously trained and employed by formal firms, but also used the 

severance pay as start-up capital (Peattie, 1980; Perry, et al., 2007). Under this view, it has 

been recognized that the relations between the small-scale enterprises and the capitalistic 

sector are both several and diverse, nevertheless, they are all denoted by the exploitative 
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nature of the formal sector (Bose, 1974; Gerry, 1974; Chen, 2012). To sum up, the 

structuralists depict the informal sector as subordinated and dependent to the formal one 

and thereby the latter can appropriate the lion’s share of the economic surplus from the 

former, by means such as subcontracting, sweatshops, off-the-books hiring and use informal 

entrepreneurs as independent retailer (Portes, 1994). 

Revisiting Hart’s heritage and repositioning it at the heart of the debate, the legalist 

school, popularized by De Soto, maintains that informality is a response to the excessive 

regulations that mercantilist states use to grant legal economic participation to a small elite 

(De Soto, 1989). According to the legalist position, people compete informally because either 

hostile formal laws or lengthy and cumbersome institutional procedures make almost 

impossible to join the formal sector (Chen, 2006). Hence, informality is not as much as a 

developing country problem, but more an issue for any country (Raj S.N. & Sen, 2016). 

Following this view, the informal sector is not considered as a synonym of poverty, but as 

a representation of the free market defying state oppression (Portes & Schauffler, 1993). 

Indeed, De Soto defines the informal sector as the illegal pursuit of legal economic ends. 

Legalists not only diverge from the dualist perspective in that the latter “see informality in 

the deep structure of economic roots” (Godfrey, 2011, p. 247), but also differ from the 

structuralists, as legalists posit that the entrepreneurs choose to operate informally to avoid 

the cost, time and effort of registration. Therefore, the legalist view propose exit besides 

exclusion as a rationale for the informal economy (Godfrey, 2011). This school of thought 

claims that, in order to reduce informality, the governments should simplify the 

bureaucratic procedures and reform the legal system (Chen, 2012). However, the legalist 

view is open to two main critiques. Firstly, they fail to explain the lack of large informal 

sectors in other countries with highly regulated economy. Secondly, they divide the 

economy in two sectors one pitted against the other, whereas field research has shown that 

the two sectors are widely intertwined 

Although these three schools of thought emerged from studies focused on proposing 

public policies for economic development in third world countries, they have differing and 

sometimes contrasting views on what gave rise and characterize the informal sector, and its 
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links with the formal sector. Such confusion on what is meant by informal sector prompted 

a wide use of the concept by different authors addressing different problems (Sindzingre, 

2006). These inconsistencies resulted in a concept that, because of its fuzziness, is 

counterproductive as it obscures issues central to its analysis, such as defining a target group 

(Peattie, 1987). Nonetheless, the concept of informal economy has been helpful in directing 

attention towards a significant set of economic activities previously considered marginal 

and neglectable (Peattie, 1980).  

Recent Theoretical Developments and The Institutional Perspective 

Spurring renewed interest, in the last decade the informal sector not only has increased 

in size in both developing and developed countries, but it also has grown to encompass 

technologically advanced manufacturing and service operations (Darbi, et al., 2018). Within 

this new current of research, the institutional approach has gained prominence as theoretical 

lenses for inspecting the informal economy. By revolving the analysis around 

transformation and transaction costs, early proponents of this line of reasoning defined 

members of the informal sector as those whose actions either fail to adhere to the established 

rules or are denied their protection (Feige, 1990). According to this view, informal 

institutions exist as a mechanism of governance and enforcement in any society and can act 

as substitute of formal institutions, especially in developing countries (Raj S.N. & Sen, 2016). 

Building on Feige (1990), management literature defines in a comprehensive and inclusive 

manner the informal economy as the economic activities that are outside of formal 

institutional boundaries yet fall within informal institutional boundaries for large segments 

of society (Webb, et al., 2013). In this vein, activities in the informal economy are technically 

illegal because the means and/or ends employed are not complying with laws and/or 

regulations—formal institutions—in the environment. However, these illegal activities are 

deemed legitimate by others when they are consistent with their norms, values and beliefs—

informal institutions (Webb, et al., 2009).  

Framing informality in respect of institutions results in a concept that doesn’t adhere 

specifically to any of the preceding three perspectives, but rather merges the early theories 
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in a construct that  answer to the call of an integrated approach to tackle the idiosyncratic 

aspects of the informal economy (Chen, 2006). Upon a close reading of the definition, we 

can notice that it is a more fitting approach to study informality for the following three 

reasons. Firstly, comparing this definition with the earlier ones, it’s inferable that the former 

is not subjected to the contradictions of the dualist, structuralists and legalist views1 

(Godfrey, 2011). Secondly, researcher have pointed out of informality to be better depicted 

as a spectrum than a dichotomy (McGahan, 2012; Guha-Khasnobis, et al., 2006). Accounting 

for the cognitive and normative aspects of institutions, Webb, et al. (2009) approach can 

better explain the continuum of the formal-informal relationship. Inasmuch as the 

interpretation  of institutions’ prescriptions is an individual process, agents might have 

differing trade-off calculations in choosing a certain type of behaviour and as a result there 

is a cognitive continuity between the formal and the informal (Sindzingre, 2006; North, 

1990). Thirdly, the institutional perspective applies sociological elements to the examination 

of this complex phenomenon. By juxtaposing formal and informal institutions, researcher 

can elucidate on the underlying social dynamics of the informal economy and hence better 

explain its raison d’être. Precisely, in a democratic society laws, regulations, and supporting 

apparatuses symbolize the norms, values, and beliefs of a large group of society. In this 

instance, formal and informal institutions to a great extent match each other. Individuals, 

nevertheless, because of personal characteristics and experiences, have different norms, 

values, and beliefs. Therefore, large group in societies may define as legitimate something 

that clashes with the specifications of formal institutions. Thus, for these people, formal and 

informal institutions are incongruent. It is in the incongruence between formal and informal 

institutions that informal economy lies (Webb, et al., 2014).  

 
1 Dualists see the informal economy as a temporary evil, yet it grew over time. Structuralist claim that 

the informal economy as a flexible and adaptive arrangement to the capitalist sector, but oppressed by it. 

Legalist define informality in terms of the regulatory institutions, but do not account for normative and 

cognitive institutions. 
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Formal, Informal and Criminal Economy 

Formulating the informal economy in terms of institutional incongruence demands to 

trace the boundaries between what constitute informal vis-à-vis criminal economy. As for 

the formal economy, the borders are quite clear. A business venture in the formal economy 

employs legal and legitimate means to achieve legal and legitimate ends. The criminal 

economy consists of those economic activities that exploit illegal and illegitimate means to 

pursue illegal and illegitimate ends (e.g. drugs and human trafficking). Lastly, economic 

activities in the informal economy combine illegality with legitimacy at either the means, 

the ends or both levels. Thus, an enterprise can produce either legal or illegal, yet legitimate 

output by exploiting either legal or illicit, yet legitimate means (Webb, et al., 2009). Two 

examples to clarify the relationship between means and ends are: the production of 

counterfeit goods while skirting environmental regulations—both means and ends are 

illicit, yet they can be legitimate for a large part of society—or employing undocumented 

workers to produce residential buildings—legitimate and legal end, but illegal, yet 

legitimate means.  

Formal institutions create boundaries to balance the societal costs and benefits of 

economic activities.  The two foregoing examples are socially accepted because large groups 

in society have rationalized them within their norms, values and beliefs as appropriate 

(Webb, et al., 2009). When entrepreneurs view formal institutions as too constraining, they 

may break the formal institutions’ boundaries to create greater societal benefits, in spite of 

the increased societal costs (2009). Nevertheless, informal economy diverges from the 

criminal economy because criminal activities are anti-social in that they are underpinned by 

means such as coercion, murders, and clandestine operations to achieve outcomes that 

create value only for the perpetrators. As a result, the criminal economy is not only illegal 

but it also is regarded illegitimate for large groups in society (Webb, et al., 2014). In reality, 

however, the demarcations between formal, informal and criminal economy are murkier, 

even more so if we view compliance to institutions, whether formal or informal, as 

individual strategic choices (Siqueira, et al., 2016; Webb, et al., 2014). 
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Entrepreneurship in the informal economy  

The context of entrepreneurship in the informal economy is rather complicated and 

heterogeneous. Informal firms subsume a wide range of activities, spanning from 

independent street vendors to medium size business. Management scholars have only 

recently begun to explore informality (Darbi, et al., 2018; Godfrey, 2011; Bruton, et al., 2012). 

Under a management and entrepreneurial perspective, informality started to be analysed 

not only as a decision grounded on exclusion from the opportunities in the formal economy 

or on the lack of trust and fairness in formal institutions, but also as a decision based on the 

premise that operating informally might provide more opportunities to entrepreneurs than 

to operate formally (Siqueira, et al., 2016; Maloney, 2004; Perry, et al., 2007). Along this line 

of reasoning, formality can be view as a normal input in the production process, that is 

operating informally is a rational decision resulting from a cost-benefit analysis (2007). Some 

of the benefits of informal business are the avoidance of costs related to fiscal and social 

security regulations, and the flexibility in employment and production decisions, in that for 

instance they have less restrictions in firing/hiring employees or they can manufacture 

products without license (Lee & Hung, 2014). In contrast, some of the benefits of formalizing 

are the avoidance of fines or other punishments, attainment of external capital and finance, 

access to services supporting firm growth and state support, advertising, insurance, and the 

use of the overall legal apparatus, which signal credibility to external parties (Perry, et al., 

2007; Siqueira, et al., 2016). Substantiating the cost-benefit analysis, an empirical study 

conducted among entrepreneurs in Sri Lanka revealed that neither providing information 

about the registration nor refunding the monetary costs of registration affected the 

registration for tax purposes. Nevertheless, half of the firms were willing to register for a 

modest payment2, suggesting that the perceived benefits of registration are lower than the 

costs (De Mel, et al., 2013). In addition, costs and benefits of registration vary with firm size 

and life cycle (McKenzie & Sakho, 2010). To elaborate, whereas small firms might not see 

registration as worthwhile because they don’t really need external capital, or maybe prefer 

to avoid the sunk costs of registration as they are just testing the feasibility of their ventures, 

 
2 Approximately twice as much of the of the median monthly profit for the firms in the sample 
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larger firms, on the other hand, have a greater demand for external finance or the legal 

system, for instance, enforcing procurement contracts with large suppliers (Siqueira, et al., 

2016).  

Bringing fresh insights, entrepreneurship in the informal economy has been examined 

under an institutional incongruence perspective (Webb, et al., 2013). In settings of 

institutional pluralisms, organizations are constrained by several norms, values and beliefs 

that might be at odds to each other (Kraatz & Block, 2008). When conflicting institutional 

demands pressure organizations, there is a wide range of strategic responses that the focal 

firm can engage in, spanning from acquiescence to manipulation (Oliver, 1991). 

Organizational responses are contingent on the willingness and ability of the organization 

to conform or resist to the institutional demands (1991). Since not all institutional 

constituents exert the same level of pressure, organizations can perceive differently the 

saliency of constituents’ pressure, and hence, tailor their responses accordingly (Pfeffer & 

Salancik, 1978). Indeed, only after achieving a certain level of wealth informal entrepreneurs 

in San Domingo became attuned to macro level institutions and initiated to comply to them. 

Yet, their behaviour was still restrained by norms in the meso environment (De Castro, et 

al., 2014). As such, informal entrepreneurs have to extricate their way across countervailing 

institutional levels during the formalization process. However, the high level of 

embeddedness of informal firms within the meso environment stimulated a series of 

exchanges between formal and informal organizations such as bank loans and property 

rights over business locations and names (2014). As a result, this mutual dependence not 

only legitimates, but it also facilitates operating in the informal sector (2014).  

Another response to countervailing institutional pressures is defiance (Oliver, 1991). It 

has been proposed that defiance is not only a purposeful attempt to break formal rules to 

obtain some advantage, but also a response to cope with the ambiguity in formal institutions 

prescriptions (Uzo & Mair, 2014). Accordingly, when formal and informal rules are 

contrasting to each other and the formal ones are ambiguous, informal rules substitute the 

formal ones. Moreover, the higher the level of an organization’s embeddedness in informal 

institutions, the more frequently that organization will turn to informal norms when facing 
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institutional ambiguity, and hence increasing the likely of defiance (2014). Taken together 

these two studies show that informal entrepreneurs are not only embedded in multiple 

institutional levels, but also that these institutional levels can have diverse and even 

contrasting prescriptions. Therefore, informal entrepreneurs are subjected to both formal 

and informal institutional pressures and their strategic response seems to be mediated by 

the level of embeddedness and enforceability of formal institutions. Thus, the formalization 

process is better depicted as a multidimensional continuum in which trade-offs between the 

various institutional dimensions are factored in the cost-benefit analysis (De Castro, et al., 

2014).  

Lastly, the informal economy offers a rich ground for the entrepreneurs that are alert 

and willing to exploit opportunities condemned by formal institutions (Webb, et al., 2009; 

Webb, et al., 2010). Notwithstanding the benefits of informality, business ventures pursuing 

growth reach a point in which the benefits of formalization outweigh the costs. At times, the 

process of formalization entails changes in the regulatory framework that are best analysed 

under institutional entrepreneurship lenses, and thus highlight the skilful agency of 

entrepreneurs in bringing about changes in laws and regulations (McGahan, 2012). Shan-

zhai entrepreneurs catered the needs of the Chinese’s bottom-of-the-pyramid markets 

resulted by regulations sought to support national champions in the mobile phone industry. 

Shan-zhai entrepreneurs were producing and selling cell phones illegally. However, using 

three mutually reinforcing and dependent strategic actions they were able to change the 

regulatory environment and gain the status of formal entrepreneurs. Firstly, they framed 

their activities into sociably acceptable for a large part of society. Secondly, they aggregated 

to gain a critical mass for promoting collective mobilization. Thirdly, they bridged various 

external actors to gain more resources and leverage political ties to lobby the government 

into renouncing the licensing program (Lee & Hung, 2014). Highlighting the importance of 

external ties to gather resources, Lee & Hung (2014) demonstrate that Shan-zhai 

entrepreneurs had numerous partners, even from outside the countries. Nonetheless, the 

attainment of the needed resources was contingent on the acceptability of their activities.  
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PERSPECTIVES OF LEGITIMACY IN ORGANIZATIONAL INSTITUITIONALSIM 

Introduced into sociological theory by Weber, the term “legitimacy” has been widely 

used in social sciences (Johnson, et al., 2006). As the term gained prominence on 

organizational studies, the concept of legitimacy grew rapidly and in various directions, 

resulting in great conceptual elasticity (Deephouse, et al., 2017). In what follows, the concept 

of legitimacy will be defined according to the latest development on the organizational 

literature. Subsequently, research on the importance of legitimacy for organization’s 

performance and legitimation dynamics will be reviewed. 

Definition of Legitimacy and Its Key Elements  

The concept of legitimacy is fundamental in organizational institutionalism. In 

reviewing and building on the extensive literature on legitimacy, Deephouse, et al. (2017) 

concisely and clearly define organizational legitimacy as “the perceived appropriateness of an 

organization to a social system in terms of rules, values, norms and definitions” (2017, p. 7). This 

definition builds extensively on the seminal definition of Suchman (1995). Organizational 

legitimacy can be operationalized as a continuum in which four basic states of 

“appropriateness” can be identified: illegitimate, debated, proper, and accepted (2017). 

Illegitimate describes a judgment of inappropriateness to the social system. Debated evince 

the presence of active discussions in the social system as to the level of an entity 

appropriateness. The difference between accepted and proper is more nuanced and thus 

worthy of some clarification. Whereas accepted reflects a taken-for-granted status of the 

organization in that it results from a passive evaluation, proper indicates an organization 

that has recently been subjected to a more active judgment, such as a formal regulatory 

inspection (Deephouse, et al., 2017; Tost, 2011). These four states represent legitimacy at the 

social system level. Nonetheless, stakeholders, insofar as they inhabit different thought 

worlds, they can hold differing legitimacy judgments for the same focal entity (Lamin & 

Zaheer, 2012). Therefore, legitimacy, albeit aggregated into a collective perception of 

validity, results from individual subjective judgments of an organization’s propriety in 

respect to specific criteria or standards (Ruef & Scott, 1998; Bitektine & Haack, 2015). As a 
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result, legitimacy can be conferred by a wide range of entities, so long as their assessment 

generalize into a collective opinion. Common sources of legitimacy analysed in the literature 

are public opinion, media, professions, state and its agencies (Dowling & Pfeffer, 1975; 

Zavyalova, et al., 2012; Reimann, et al., 2012; Pollock & Rindova, 2003). Sources make a 

judgment based on distinct cognitive processes and criteria (Bitektine, 2011; Tost, 2011). 

Following Deephouse, et al. (2017), four basic and general types of criteria for assessing 

legitimacy can be identified: regulatory, pragmatic, moral and cultural-cognitive. These 

criteria are consistent with the types of legitimacy defined in earlier studies. For instance, 

an organization that has been evaluated as appropriate according to the moral criterion will 

possess normative legitimacy for that source.  

Importance of Legitimacy  

Inasmuch as it reflects an entity’s degree of social approval, legitimacy can be viewed 

as an organizational resource affecting social and economic exchange (Deephouse, et al., 

2017). In other words, an organization that is deemed legitimate attracts more resources and 

thereby enhance its survival capabilities (Meyer & Rowan, 1977). Survival is a critical 

challenge for new ventures. Legitimacy provides an antidote to the liability of newness 

(Stinchcombe, 1965; Aldrich & Fiol, 1994). Since there’s no track record, stakeholders have a 

lack of confidence on new ventures viability and therefore are reluctant to provide the 

resources necessary for the firm growth (Starr & MacMillan, 1990; Human & Provan, 2000). 

Signalling that the organization is competent, worthy, needed, and effective motivates 

stakeholders to invest resources in spite of the uncertainty about the future financial 

performance (Zimmerman & Zeitz, 2002). Legitimacy matters not only for firm’s survival, 

but it also matters because it contributes directly to a firm’s economic and financial 

performance (Kostova & Zaheer, 1999). For instance, cognitive legitimacy is positively 

correlated with capital raised in IPOs of biotechnology firms (Deeds, et al., 2004). In 

addition, top management team legitimacy reduces information asymmetry and hence 

under-pricing in IPOs (Cohen & Dean, 2005). In the same vein, legitimacy is also affecting 

stock prices and unsystematic risk (Bansal & Clelland, 2004; Zuckerman, 2000). Last but not 

least, legitimacy is also essential to accomplish institutional change (Hardy & Maguire, 2017; 
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Suddaby & Greenwood, 2005). For example, in emerging fields, actors that are legitimate to 

diverse stakeholders are able to bridge the needed resources across the field and 

subsequentially institutionalize new practices (Maguire, et al., 2004). Furthermore, 

Greenwood, et al., (2002) set forth a model of institutional change in which legitimacy drives 

the last three stages of the model. 

Legitimation Process 

Early scholars of institutional theory considered legitimacy as something that was 

granted to organizations upon conforming to a system of norms, values and beliefs 

(DiMaggio & Powell, 1983). However, starting from the mid-1990s a burgeoning stream of 

literature emphasizes the managerial ability to take strategic actions to foster a perception 

of appropriateness (Suchman, 1995). Deephouse, et al., (2017) cluster the evolving dynamics 

of the legitimation process into five strategic scenarios. The first two scenarios, “gaining” 

and “maintaining” legitimacy, occur in a stable environment and consist of demonstrating 

or reinforcing the perception of an organization property and fit to the social system. The 

third scenario, “challenged by”, recognizes the existence of different criteria that multiple 

constituents can use on question a firm’s legitimacy (Fisher, et al., 2016). The fourth scenario 

is “responding” and relates to the responses a firm can use to fight legitimacy challenges. 

Linking responses to challenges offers a more fine-grained view on the dynamics of 

legitimacy, in that it brings into the analysis not only the multiplicity of legitimacy 

challenges an organization can face, but it also highlights that legitimacy is negotiated 

between the organization and external actors throughout a series of challenges and 

responses (Kostova, et al., 2008). The last scenario is called “institutionally innovating” and 

consists in the creation of new institutions. 

Within the strategic approach to legitimacy, there is a broad range of course of actions 

a firm can engage for managing legitimacy. Ultimately, these actions can be grouped in two 

umbrella techniques: substantive and symbolic management. On one hand, substantive 

management consists of real and material changes in the organization or in the social system 

(Ashforth & Gibbs, 1990). Therefore, organizations can pursue legitimacy by conforming to 
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expectations, values, and norms of stakeholders. For example, strategic isomorphism and 

positive financial performance of commercial banks increased their regulatory and 

normative legitimacy (Deephouse, 1996). Organizations can also alter the social system in 

which they are embedded. Firms can use trade associations  to disseminate information and 

promote activities through lecturers and meetings with the public administration and thus 

not only sway the current institutional environment, but also increase cognitive legitimacy 

(Ahlstrom, et al., 2008). Even further, association with prestigious individuals or entities 

signals legitimacy (Certo, 2003). Co-opting of major political leaders and attaining 

association to prominent European schools were strategic actions that extended the 

legitimacy of American Institute for Foreign studies (Dowling & Pfeffer, 1975). On the other 

hand, symbolic management “transforms the meaning of acts” (Ashforth & Gibbs, 1990, p. 

180). Given that legitimation is mostly a retrospective process, an organization can try to 

redefine its means and ends. For instance, school administrators, by defining the closing of 

a school in terms of rational efficiency instead of social conflict, were able to avoid public 

controversy (Lucas, 1987). Another approach is offering accounts, explanations conceived 

to rationalize an unfavourable and/or controversial situation. Thanks to decoupling 

illegitimate activities from legitimate organizational structures, spokespersons of two 

radical social movements were able to successfully use impression management tactics in 

justifying controversial actions and subsequentially garner endorsement from numerous 

relevant constituents (Elsbach & Sutton, 1992). In addition, it has been shown not only that 

impression management evolves in response to increasing institutional pressure but that its 

evolution is path dependent (van Halderen, et al., 2016).  

In conclusion, legitimacy is a valuable resource, but it can be problematic to manage. 

Notwithstanding the numerous substantive and symbolic practices to seek legitimacy, 

constituents scrutiny and scepticism can lead organizations to overreact to challenges of 

legitimacy and thereby fall into a vicious cycle of protesting too much, which decreases the 

legitimacy of the organization (Ashforth & Gibbs, 1990). Highlighting the multifaceted 

aspect and complexities of the legitimation process, another pitfall is the legitimacy facade 

that can result from decoupling. When a programme is ceremonially implemented with the 
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purpose of manipulating external legitimacy, organizational members can embrace it with 

cynicism. Consequently, the internal lack of legitimacy eases the institutionalization of 

misconduct and, ultimately, causes threats to external legitimacy (MacLean & Behnam, 

2010). 

THEORETICAL FRAMEWORK 

Applying an institutional incongruence perspective to entrepreneurship in the 

informal economy, this thesis seeks to explore the dynamics of the legitimation process in 

the controversial social context that underlies the informal economy (Priest, 1994). The 

aforesaid theories on legitimacy and entrepreneurship in the informal economy find 

common theoretical ground in institutional theory.  

Institutions, whether formal or informal, are humanly devised constraints that 

regulate human behaviour, creating expectations and determining what is appropriate or 

not (North, 1990; DiMaggio & Powell, 1991). As a result, institutions by limiting the set of 

choices available to individuals and organization provide a predictable structure for social 

and economic exchange (Bruton & Ahlstrom, 2003). Although institutions reduce 

uncertainty, they also “represent constraints on the options that individuals and collectives are 

likely to exercise” (Barley & Tolbert, 1997, p. 94). Entrepreneurship involves recognition and 

exploitation of opportunities that can result in creating new goods and services (Shane & 

Venkataraman, 2000; Gartner, 1988). Institutions, as such, play a role that is two-fold. On 

one hand, entrepreneurial processes are affected by the social forces in which they are 

embedded, in that rules, norms and beliefs constrain entrepreneurial activities (Wesley D. 

Sine, et al., 2005; Webb, et al., 2010). On the other hand, entrepreneurship can consist of 

creative destruction and change, implying deviation from some norms (Garud, et al., 2007). 

Specifically, while creating value in society by means of new product development or 

services, entrepreneurs sometimes deviate from formal institutions to exploit opportunities 

within the boundaries of informal institutions and, in doing so, entrepreneurial activities 

directly contribute to shaping and transforming such institutions (Aldrich & Fiol, 1994; 

Garud, et al., 2002; Lee & Hung, 2014; McGahan, 2012). Therefore, because institutions play 
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an important role in explaining entrepreneurs’ behaviour, institutional theory is an 

extremely helpful theoretical framework for entrepreneurial research (Bruton, et al., 2010).  

Using an institutional incongruence perspective, institutional theory is of particular 

interest in studying the informal economy because it enlightens on the paradox of state 

control. That is, striving to reduce informality, the state increases the efforts to regulate 

economic activities, and a the same time gives rise to informal enterprises as there are 

increasing economic opportunities in the informal economy (Portes, 1994). To elaborate, in 

developed countries benefits for complying as well as penalties for breaking the formal 

institutions prescriptions are remarkable, whereas, characterized by formal institutional 

voids in supporting basic business operations (Khanna & Palepu, 1997), developing 

countries weak enforcement and inefficient legal system facilitate recognition and 

exploitation of opportunities in the informal economy (Webb, et al., 2013; Lee & Hung, 

2014). When facing weak formal institutions entrepreneurs refer to informal institutions in 

guiding their behaviour (Webb, et al., 2014). As entrepreneurs substitutes informal to formal 

institutions, they become more aware of a greater set of opportunities and thus they can 

pursue those opportunities that are deemed legitimate within informal institutions 

boundaries, though outside formal institutions boundaries (Webb, et al., 2009). Therefore, 

defining informal economy as a product of institutional incongruence place not only 

legitimacy, but also institutions at the heart of the activities in the informal economy. 

Furthermore, inasmuch as institutions are the forces that shape organizations and humans’ 

actions by defining what is socially accepted, institutions are also the criteria on which 

constituents confer legitimacy (Scott, 2007; Deephouse & Suchman, 2008). Consequently, 

legitimacy, institutions, and informal economy are interconnected.  
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Integrating the Three Perspectives 

Figure 1 shows the multilevel interdependence between the different constructs 

englobed under institutional theory. The first level refers to the interrelatedness of 

institutions, informal economy and legitimacy of means and/or ends. The first level shows 

how institutions define not only what are the activities in the informal economy, but also 

what is legitimate. The legitimacy of means and/or ends is linked to the informal economy 

because, as per definition, those means and/or ends (e.g. informal worker in farms) are 

considered legitimate to large groups in society.   

 Underlining the entrepreneurs’ agency, the second level shows not only the relation 

between entrepreneurs and institutions, but also the need for entrepreneurs to obtain 

legitimacy for their business venture. As for the entrepreneurs-institutions relation, from 

the double dotted arrow it’s inferable that entrepreneurs can shape institutions and that 

institutions constrain entrepreneurs’ behaviour. Embedded in a setting of institutional 

pluralism, each entrepreneur perceives various levels of institutional pressure and embarks 

in different responses accordingly (Oliver, 1991; Kraatz & Block, 2008). Moulding 

Figure 1 - Theoretical Framework. Author Elaboration 
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institutions, entrepreneurs not only can transform what formal institutions judge as illegal, 

but they can also alter what is regarded as legitimate for informal institutions and thereby 

affecting what activities are part of the informal economy (Lee & Hung, 2014). 

Notwithstanding entrepreneurs’ agency, formal and informal institutions interact with each 

other and thus can change as time pass by (Webb, et al., 2009). Accordingly, both informal 

economy and means/ends legitimacy will include different activities, reflecting changes in 

the institutional environment. As for entrepreneurs-single venture legitimacy, the double 

pointed arrow highlights the symbiotic attribute of the relation. Precisely, entrepreneurs can 

either obtain legitimacy using strategic approaches, or be granted legitimacy by conforming 

to norms, values, and beliefs (e.g. Formalization).  

Building on recent studies from both informal and formal economy, the thesis will 

focus on the entrepreneurs-single venture legitimacy linkage, which, despite its importance, 

has not been adequately explored yet. As discussed above, informal entrepreneurs not only 

are in setting of multiple and maybe contrasting institutions, but they also engage with 

multiple constituents that view them as legitimate (Webb, et al., 2013; De Castro, et al., 2014; 

Lee & Hung, 2014). Since legitimacy is a social judgment that resides in the eyes of the 

beholder (Ashforth & Gibbs, 1990; Bitektine, 2011) and each source can have differing 

criteria and processes to reach a legitimacy evaluation (Tost, 2011; Lamin & Zaheer, 2012), 

entrepreneurs seeking legitimacy from a plurality of constituents can contemplate the 

legitimation process as a portfolio of options, in that they have several strategies available 

but the strategy’s payoff can differ based on the focal constituent (Fisher, et al., 2016). That 

is, for a given constituent, a specific course of action will be more suitable than other 

strategies.  In addition, each entrepreneur’s portfolio of options is idiosyncratic in both 

payoff and strategies available (Greenwood, et al., 2011). Therefore, understanding of the 

legitimation process under such institutional complexity is an interesting avenue of research 

for both managerial and policy implication. Indeed, entrepreneurs could be more inclined 

to use symbolic management tactics with a constituent that conveys only normative 

pressure, whereas they could be more acquiescent with a constituent that has been a long-

lasting business partner. 
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One final remark about the framework is worth to be mention at this stage of the thesis. 

By centring the attention on the interactions between institutions, legitimacy and 

entrepreneurs, the framework highlights one of the main cornerstones of institutional 

theory. That is, it places meaning and values and their collective interpretation at the heart 

of the relationship making organizations, institutions, and legitimacy as a product of share 

understanding about norms, values, and beliefs (Suddaby, et al., 2010). 

METHODOLOGY 

In order to achieve a coherent research project, there are considerable methodological 

considerations that need to be carried out. This chapter will discuss said reflections on the 

following six subchapters. The first subchapter will describe the purpose of research. The 

second and third subchapter will devote attention to the research strategy and research 

design, respectively. Focusing on the thesis’ data, the fourth and fifth subchapters will 

present the data collection process and the data analysis. Concluding, subchapter six will 

present the quality of research.  

PURPOSE OF RESEARCH 

In accordance to the research question posed in the introduction, this thesis intends to 

examine the legitimation process of entrepreneurs in the informal economy, that is the 

entrepreneurs-single venture legitimacy linkage on the theoretical framework. To begin to 

fill the research gap on the dynamics of legitimacy in the informal economy, the thesis 

investigates a cluster of informal entrepreneurs located on a large plot of land in Bubuashie, 

a suburb of Accra. In doing so, the research is both exploratory and explanatory. It is 

exploratory because there is scant research on the legitimation processes in the informal 

economy. It is explanatory because it sets out to explain the phenomena by developing a 

causal link between the entrepreneurs’ actions and the legitimacy dynamics. This is mainly 

the product of confronting the empirical evidence with the extant theories. Nevertheless, it 

is also possible that during the reconciliation process current theories are not satisfactory in 
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explaining the events under examination. It thus follows that this research purpose is theory 

elaboration (Ketokivi & Choi, 2014). 

In addition to theory elaboration, the thesis has also a policy development purpose. 

Analysing the dynamics of the legitimation process in the informal economy can enlighten 

on the main challenges and/or advantages informal entrepreneurs face not only in 

operating their business, but also in displaying social acceptability of their activities. A 

strategic approach to legitimacy recognizes the agentic behaviour of the entrepreneurs to 

foster a perception of appropriateness. Therefore, understanding of what are the logics, the 

arguments, the meanings or the values that are used by informal entrepreneurs can be of 

use not only in devising policy to promote formalization, but also in bringing a novel 

perspective to the policy and scholar debate on explaining the resilience of the informal 

economy. Indeed, this research investigates what are the processes that the entrepreneurs 

in C&W undertook to convey their appropriateness. In doing so, the thesis could suggest 

approaches for policymakers to work hand in hand with informal entrepreneurs, 

stimulating the formalization process.  

RESEARCH STRATEGY 

As mentioned throughout the thesis, management scholars have only recently begun 

to inquiry on the informal economy and, as a result, this research relied on management 

literature from formal economy as well as informal economy in developing the theoretical 

framework. The research, however, is specifically focused on the legitimation processes of 

entrepreneurs, a topic on which there is considerable research when it comes to the context 

of the formal economy, yet it has been largely neglected in the context of informal economy. 

In conducting the research, disregard of legitimation theories on the formal economy 

couldn’t have been warranted for two reasons. First of all, formal and informal economy are 

interwoven, hence some understanding of the legitimation process in the formal economy 

is needed. Secondly, it is by the matching of theories and reality that theories are tested, 

generated and elaborated (Ketokivi & Choi, 2014). Moreover, during the research there has 

been a constant direction and redirection of the theoretical framework and the case data. 
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Precisely, in querying numerous data sources, the researcher has been informed of aspect 

previously unknown. Such aspects added novel dimensions to the research question and, 

thereby, required adjustments on the theoretical framework, that subsequently were probed 

during the data collection.  

Laying at the intersection between inductive and deductive reasoning, the reasoning 

processed used in this thesis is called abductive reasoning. Abductive reasoning is best 

described as “a process where theoretical framework, empirical fieldwork, and case analysis evolve 

simultaneously” (Dubois & Gadde, 2002, p. 554). Figure 2 portrays the systematic 

combination of the main elements of abductive reasoning.  

Given the peculiar role of the theoretical framework, systematic combining takes 

advantage of the systematic characters of both the empirical world and the theoretical 

models and is therefore a suitable approach to theory development (Dubois & Gadde, 2002). 

Indeed, an abductive approach not only is grounded on the empirical context, but it also 

leads to theoretical generalization by reconciling theories with the case’s contextual 

idiosyncrasies (Ketokivi & Choi, 2014). 

Figure 2 – Systematic combining in abductive reasoning. Source: Dubois and Gadde (2002:555) 



Towards a Theory of Legitimacy in The Informal Economy                        31 
 

Abductive Reasoning and The Role of Theory in The Research Process 

Whichever research strategy chosen; literature plays an important role during the 

research process. Albeit it is almost impossible to clearly delimit the boundaries of the 

several steps took during conducting a research, figure 3 tries to illustrate the various stages 

of the research. Notwithstanding its limitations, the below picture is insightful in explaining 

how the research has progressed and how the abductive reasoning unfolded throughout 

the process. 

 

 The journey started almost a year ago, when I became aware of the informal economy. 

Since this topic is hardly cover in the curriculum of business school, in order to develop an 

understanding of the topic, I reviewed some seminal management articles on the informal 

economy. The review of this technical literature helped in providing initial questions and 

concepts, leading to formulate a series of prospective research questions (Corbin & Strauss, 

2008). Afterwards I engaged in talks with some researchers with an appreciation on the 

informal economy and reviewed some non-technical literature to obtain more practical 
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knowledge so as to supplement the technical literature. As a result of these consultations, I 

was able to choose a fruitful line of inquiry (i.e. the legitimation process in the informal 

economy) grounded in both theoretical and pragmatic knowledge (Eisenhardt & Graebner, 

2007). Subsequently, seminal papers on legitimacy were reviewed with the intention to 

grasp the key elements of the concept and then I affirmed the line of inquiry by writing a 

research project description. As it shown in figure 3, the elaboration of the research project 

marked the first iteration between theory and data, in that, following the practical 

knowledge, I begun the process of matching the empirical world to the theoretical models. 

The following step was the theoretical sampling and the creation of a case study protocol3. 

During this phase the focus of theory has been twofold. Whereas the management literature 

in the informal economy was getting thigh, the literature on the formal economy was getting 

broader, as it covered not only literature on legitimacy, but also more general aspects of 

institutional theory and entrepreneurship. The increasing of scope in the literature of formal 

economy in this step has been beneficial throughout the thesis because it made me more 

attuned to new concepts and ideas that emerged during the data collection. Moreover, at 

this point, thanks to the broad scope of the literature in the formal economy, a “loose” 

theoretical framework was developed. The next stage, the data collection process, heavily 

relied not only on the iteration between theory and empirical world, but also on the 

redirection of the research as new paths were being uncovered during the data collection. 

Such systematic combining would have been much less systematic and creative if the scope 

of the literature in the formal economy would have been reviewed in narrower terms. As a 

result of the constant iterations between case data and theory, the theoretical framework 

was evolving and becoming more specific. Before moving into the next subchapter, a 

clarification on the attribute of “formal” vis-à-vis “informal” analysis is needed. What I 

termed as “Informal” analysis is an inherent characteristic of systematic combining, which 

can be best described as the continuous moving “between asking questions, generating 

hypotheses, and making comparisons” that occurred during the data collection process (Strauss 

& Corbin, 1990; cited in Dubois & Gadde, 2002, p. 556). While, “formal analysis” refers to 

 
3 Whereas theoretical sampling will be dealt in depth in the next section, the case study protocol will be 

discussed during the quality of research section 
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“what is commonly termed coding, taking raw data and raising it to a conceptual level” (Corbin & 

Strauss, 2008, p. 66). The role abductive process in the formal and informal analysis will 

discussed in the respective sections below. 

RESEARCH DESIGN 

The research design consists of an in-depth case study of the cluster of entrepreneurs 

situated in the large plot of land known as Cable and Wireless (C&W) in Bubuashie. A case 

study is “an empirical inquiry that investigates a contemporary phenomenon within its real-life 

context, especially when the boundaries between phenomenon and context are not clearly evident” 

(Yin, 2003, p. 13). Therefore, the identifying characteristic of case study research is the focus 

not only on the phenomenon, but also on the contextual conditions in with it takes place. 

Since both informal economy and legitimacy are phenomena extensively intertwined with 

the context in which they take place, an in-depth case study is a more appropriate research 

design than other methods such as surveys (Dubois & Gadde, 2002). In addition, given that 

the research centres on the entrepreneurs in C&W, the contextual dynamics of the cluster 

cannot be neglected for the following two reasons. Firstly, activities in the informal economy 

are characterized by use of networks or clusters to gain resources, as such, the internal 

dynamics in the cluster could provide important insights on the entrepreneur’s legitimation 

tactics. Secondly, the cluster as a whole might have a different legitimacy status than that of 

the single entrepreneurs, thereby presenting either idiosyncratic adversities or 

opportunities to the entrepreneurs seeking legitimacy. Thus, the context could play a pivotal 

role on the single entrepreneur’s legitimation process. As the unit of analysis are the single 

entrepreneurs in C&W, this is an embedded case study. Furthermore, a case study is 

warrant not only because of the lack of satisfying existing theories, but also because of the 

possibility to combine several data sources into one study (Eisenhardt, 1989), which is useful 

in assessing a complex phenomenon such as legitimacy. Given the purpose of research, 

therefore, a case study is more suited than other research design because the extensive use 

of rich empirical data can lead to novel and accurate theories (Eisenhardt & Graebner, 2007).  
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To examine the research topic, the thesis employs qualitative research. Qualitative 

research is particularly suited to study events in the environment in which they naturally 

occur, it offers a holistic view of too complex realities, and it tries to understand the 

phenomena in investigation using social actor’s meaning (Rynes & Gephart Jr, 2004). 

Notwithstanding the definition of qualitative research just presented, it is also important to 

notice that “what makes qualitative research particularly difficult to pin down is its flexibility and 

emergent character” (Van Maanen, 1998, p. xi). As a result, this thesis doesn’t consider 

qualitative and quantitative research as polar, but rather recognized that neither approach 

can stand alone. A qualitative approach to this investigation is justifiable for two main 

reasons. First of all, qualitative research is better suited to depicts the complex set of social 

dynamics that are at the cornerstones of institutional organism as well as of the informal 

economy. Secondly, due to the illegal nature of informality, the research is better suited to 

qualitative approaches than quantitative ones (Ketchen Jr, et al., 2014). 

Another methodological choice that should be discussed is the decision of a single-

case study over a multiple-case study. The single case has been chosen because of the 

complexity of the topic under investigation. Precisely, the research question tries to 

illuminate on a topic in which there are several interrelated variables in a complex structure4 

(Dubois & Gadde, 2002). As a result, the level of depth that can be achieved by a single case 

study is preferred. Moreover, the single-case and C&W particularly are justified on two 

additional rationales. Firstly, the case is representative in the sense that informal 

entrepreneurs have the tendency to locate in clusters as a way to garner resources. Secondly, 

albeit there are numerous clusters of informal entrepreneurs in Ghana, the case of C&W is 

unique, not only because it is one of the largest in the nation, but also because the land on 

which the cluster resides is been under legal contestation, resulting in C&W being under the 

spotlights (Abubakar, 2017). Such spotlights and the public scrutiny that come from it create 

a good empirical setting to investigate a strategic approach to legitimacy, in that they result 

in more opportunities to interact with the broad public, and thus use a strategic approach 

to legitimacy. Although a single-case study is being used, it is not contrary to the research 

 
4 See theoretical framework 
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purpose. Following Yin (2003), an “analyst should try and generalize findings to theory” (p.38). 

By linking the case findings with the extant literature there could be theoretical 

developments on how legitimacy is gained. Furthermore, theory elaboration can be the 

product of explaining contradictory or paradoxical evidence (Eisenhardt, 1989). 

DATA COLLECTION 

The research uses both primary and secondary data. Primary data mainly consist of 

interviews collected during the field visits; however, direct observations have also been 

useful in discovery new lines of inquiry, in guiding, and in improving not only the 

interviewing process, but also the interviewer-interviewee relationship. Primary data was 

collected throughout the month of April 2019. Secondary data are reports, documents and 

a documentary collected on the field. In addition to the documents and the documentary 

collected on the field, the other secondary sources have been collected before, during, and 

after the trip in Accra. The use of these other secondary data sources has been twofold. 

Before the field visits they were used as means of getting a better practical understanding 

of the context and the situation, and thus jumpstart the interviewing process. After the field 

visits they were used to get differing perspectives on what covered during the interviews.  

Primary Data 

In this case study the main source of evidence is represented by face to face interviews 

that took place on the interviewee place of business. In total 23 interviews have been 

conducted during the month of April and have been transcribed verbatim5. Although the 

length of the interviews varied extensively, from approximately 15 minutes to even 3 hours, 

the average length is approximately 50 minutes. All the interviews have been recorded after 

receiving authorization from the interviewee. During the visits to the fields I was 

accompanied by a local research assistant. The research assistant was of most help in 

interpreting with some interviewees, in explaining some local customs and traditions, and 

in providing some country related knowledge (e.g. education system). Notwithstanding his 

 
5 Transcriptions and Audio are available to reviewers upon request 
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role as a knowledge provider, the research assistant was also used as a sparring partner in 

the post interview reflections. 

 Except from the first interview, which was unstructured, all the interviewed were 

semi structured. The first interview was held with the general secretary of the union and 

served two purposes. First of all, it served as a personal and face to face introduction of the 

interviewer and the research purpose. Therefore, I explained what I was interested in 

investigate and laid down some rules on how to conduct the interview process, for instance 

a tentative schedule and other coordination matters where addressed. Moreover, in order 

to gain trust and full access to the field, a meeting with the union leadership was arranged 

on the following business day. During this meeting I was formally introduced to the 

leadership of the union. The meeting lasted around 1 hour and was not recorded. The 

conversations revolved around introducing myself, explaining my research, discussing how 

the outcome of my research could be of value to them, and addressing some of their 

concerned. Although this was the only field visit without the research assistant, the 

conversation was held in local language and the general secretary was interpreting. As a 

result, not only the participation has been active and all-inclusive, but the talk has been 

transparent and avoid misunderstandings. The meeting was productive because not only 

an “interview contract” was established, but also, observing all the leaders together gave a 

better understanding of the Union’s dynamics and organizational structure. The second 

purpose of the first interview was to attain a more specific yet general understanding of the 

overall context and issues on C&W. Therefore, an unstructured interview was the best way 

to achieve such goal. Such understanding was then used to structure the main questions for 

the first semi structure interviews.  

In the semi-structured interviews main questions, follow-up, and probes were used to 

achieved not only deep, detailed and vivid accounts, but also rich and nuanced answers 

(Rubin & Rubin, 2005). Semi-structured interviews were chosen as interview type because 

they allow to discuss the relevant topic, but still leave enough room of flexibility to adjust 

the questions as new information is being discovered. To elaborate, an interview guide was 

made and constantly updated after each interview.  Whereas at first the guide was mostly 
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containing main questions with a broad scope, as the interview count was progressing the 

guide was containing more focused main questions and follow-up questions so as to obtain 

more precise evidence and corroborate facts, yet open questions were still asked as new 

avenues of research could have been discovered. Nevertheless, all the interviews started 

with some general and common questions to, first of all, make the interviewee at ease and 

secondly to infer in which topic the interviewee was most knowledgeable.  

In regards to the interview schedule, a top-down approach has been used, in that I first 

interviewed members of the union leadership and then some members of the union. A top-

down approach was justified for the following four reasons. Firstly, the leadership members 

are spread across the land and are the contact person for their specific zone. Secondly, 

starting from the zone leaders shows affiliation with the top ranks of the union and thus 

would make other entrepreneurs less wary to talk to a stranger as they would have actually 

seen that the interviewer was vetted by the union. Thirdly, the leaders have knowledge 

specific to their zone and thereby directed me to entrepreneurs that were more fitting to my 

sampling6. Fourthly and perhaps most important, leaders of the union not only are owning 

enterprises located inside C&W, but also are involved with the management of the union. 

Therefore, they provided information specific to both the union and their own enterprise. 

Because of their union specific knowledge, they gave me an understanding on the context7 

in which the entrepreneurs at C&W operates, and thus were helpful in preparing interview 

questions for other entrepreneurs. It is also noteworthy to say that some interviewees were 

more knowledgeable about certain aspects than other interviewees, as such, in following up 

in said topics, I held second rounds of interviews with them. In addition, after each 

interviewee, time for not only contemplate and summarize on the key point of the interview, 

but also update the interview guide was allocated.  A summary table of the interviews can 

be found on Appendix 1. Albeit interviews with individuals outside C&W  such as public 

authorities would have been extremely valuable in not only corroborate the entrepreneurs’ 

 
6 For instance, at times I was asking about specific work type, as to get a representative sample. 
7 As case studies are a research design best fitted when the boundaries between context and 

phenomenon are not clear, contextual understanding is essential. 
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accounts, but also in gaining an external perspective on the C&W image, it has been possible 

to interview only two individuals external to C&W. While one of them was an employee of 

a pension fund affiliated with informal worker and the interview was recorded, the second 

one was with a customer of a mechanic and the interview was not recorded. Nevertheless, 

perspectives from individual external to the cluster were “picked up” during informal 

conversation with locals, such as Tro-Tro drivers 

Secondary Data 

The secondary data collected can be grouped in two main categories: Internal to the 

union and external to the union. Data internal of the union consist of copies of National 

Artisans and Traders Union of Ghana (NATUG) by-laws and constitution, petition to the 

president, and documentation regarding the land litigation. In addition to that a 

documentary on the plastic recycle activities in C&W was provided to me by an executive 

member of the union8.  

Data external to the union consisted of reports and books from NGOs and newspaper 

articles. In the pre-data collection phase of the research such data have been used as 

consulting literature. They have been useful in guiding and supporting not only the data 

collection but also the data analysis phase. The guiding and supporting roles were mainly 

in explanation building process and triangulation of evidence. Lastly, they have also been 

used in providing background information in the case study presentation as well as 

providing supporting evidence in the findings section  

DATA ANALYSIS 

This subchapter describes the steps took in the data analysis. The subchapter is divided 

in two section: the “informal” analysis and the “formal” analysis. 

 
8 This member is also the producer of the documentary 
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Informal Analysis 

In accordance with the abductive reasoning process, the researcher continuously went 

back and forth between the various elements of the systematic combining approach during 

the data collection process. As a result, there was an overlap between data analysis and data 

collection (Eisenhardt & Graebner, 2007). The analysis at this stage of the research consisted 

in conceiving hypothesis to explain the patterns emerging from the interviews, constructing 

rival explanations, testing the merits of the explanations in subsequent interviews, 

finetuning of the theoretical framework, and probing new lines of inquiry as new themes 

were emerging.  

Each day, after the data collection, interviews were replayed with the aim of reviewing 

notes took while interviewing and write an interview summary mainly in the form of bullet 

points, thereby a case study database was created and updated daily. After familiarizing 

with the data, the case study database was inspected not only to contemplate patterns on 

which devise explanations, but also to identify new themes and topic requiring further 

investigation. In building explanations for the patterns transpiring from the interviews, 

technical and non-technical literature were consulted. Precisely, not only journals articles 

on legitimacy and legitimation were reviewed, but also books on Ghanaian institutions were 

consulted9. The product of the systematic combination of empirical data and theoretical 

world culminated in the elaboration of new questions that were added to the interview 

guide and the refining of the theoretical framework. The product of said informal analysis 

was the recognition of the prominent role of NATUG in the legitimation process. As a result, 

it became paramount formulating a sub research question. Accordingly, the following sub 

research question was conceived: 

How does NATUG legitimize the entrepreneurs in C&W? 

 
9 A full day was spent at the library of University of Ghana. The purpose was to better understand the 

dynamics of formal and informal institutions in Ghana. 
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During the data collection there has also been an extensive use of case study protocol, 

which contained a detailed approach to answering the research questions. The case study 

protocol performed an instrumental role in the data collection as it kept the focus on the 

research topic. The protocol was consulted and updated constantly as the new information 

was acquired. Whereas the consultation of the protocol allowed to be immersed in the 

empirical context without being led astray by the vast and disparate information absorbed 

during the data collection, the update of the protocol with notes, considerations, and new 

theoretical perspectives made the iterative process easier and more streamlined.  

Formal Analysis 

The formal analysis of both primary and secondary data comprised five stages. 

 On the first stage, primary and secondary data were interrogated to develop a 

chronological account of the events unfolded in C&W. Creating a chronological account 

made possible the understanding of the multifaceted contextual background of the case and 

discerning the sources as well as the states of legitimacy. Chief, customers, suppliers, and 

public administration10 are the sources of legitimacy analysed in the case. Chief is 

considered as a source of legitimacy as well as the operationalization of the informal 

institutions. Choosing these four sources lies on the argument that they are the main 

partners of social and economic exchange for the entrepreneurs. Since the perception of 

appropriateness underlies social and economic exchange (Deephouse, et al., 2017), 

investigating how the single entrepreneurs are an appropriate exchange partner for these 

entities requires to unfold the legitimation process. As for the scenarios of legitimacy, 

gaining, maintaining, challenged, and responding were abducted from the case data. 

Whereas the first three scenarios are mainly related to the entrepreneurs, responding to the 

legitimacy challenges focuses on the central role of NATUG in replying to the challenges 

casted on to the entrepreneurs.  

 
10 Public administration is used in a broad sense as to include Government at the central and local level 

and various law enforcement agencies.    
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The second stage of the analysis consisted in operationalise the construct of legitimacy 

from the data and the literature. In line with the extant literature, four criteria of legitimacy 

were abducted: pragmatic, regulatory, moral and cognitive. Pragmatic legitimacy is defined 

as “the self-interested calculations of an organization’s most immediate audiences” (Suchman, 1995, 

p. 578) and thus rests on the source’s benefits from dealing with the entrepreneurs. 

Regulatory legitimacy refers to the degree of compliance to “explicit regulative processes – rule 

setting, monitoring and sanctioning activities” (Scott, 1995, p. 42). Therefore, regulatory 

legitimacy inherently refers the distinction between formal and informal economy. Albeit 

the abduction of this type of legitimacy may appear paradoxical at first, it is a crucial 

criterion for analysing legitimacy in the informal economy as it represents the formalization 

process and the saliency of institutional incongruence. Moral legitimacy is defined as the 

appropriateness of the entrepreneurs’ activities to a socially constructed value system 

(Suchman, 1995). Cognitive legitimacy results from public comprehension and can lead to 

taken-for-grantedness when the organization existence is considered as given or accepted 

(Suchman, 1995). Notwithstanding such categorization, it is important to acknowledge that 

“such categories are analytic concepts, not fully separable empirical phenomena” (Deephouse, et 

al., 2017, p. 13).Therefore, this thesis recognize that the boundaries of the four operational 

variables are blurry and the four concepts can interweave in empirical settings. 

The third stage consisted in analysing the interview data to identify legitimation cues 

and assigning such cues to the legitimacy criteria and subsequently to one of the sources. 

Examples of pragmatic legitimacy cues were portion of test on which self-interest 

calculation from the sources were inferable. Therefore, concepts such as good job, cheap 

price and solving a problem were considered as pragmatic legitimacy. This process of 

matching concepts to the criteria of legitimacy was done for all four operational definition 

of legitimacy. The legitimacy criterion was assigned to one of the sources based on who was 

the subject of the text fragment in analysis. However, as mention on stage 2, the legitimacy 

criteria might interweave. In such case, the legitimation cues were added to more than one 

criterion.  
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The fourth stage consisted in determinate whether the criterion of legitimacy was in 

reference to NATUG or the entrepreneurs. This was done by analysing the interviews for 

the specific legitimacy criterion and assigned it to NATUG or the entrepreneurs.  

The fifth stage of the analysis consisted in answering the two research questions. To 

do so, the data was clustered by entrepreneurs or NATUG and then by source. As a result, 

it was possible to inspect the data to see the specific unit of analysis legitimation process 

relative to a given source. From this account a process of explanation building began on 

which a causal link between unit of analysis actions and legitimacy scenario was made. 

Furthermore, the data was questioned to check the presence of alternative explanations and 

then considerations on the merits of such explanations were made. In explaining causal 

linkages between entrepreneurs’ actions and legitimacy state, legitimation actions were 

cross-referenced with the scope of not only find common patterns, but also difference. The 

results of the cross-refence process was then used in supporting not only the explanation 

building but also the elaboration and assessment of alternative explanations  

PERSPECTIVES ON THE QUALITY OF RESEARCH 

Although this chapter has highlighted the various steps taken to ensure a proper level 

of quality during the research, this final subchapter will cluster said steps to emphasise the 

construct validity, internal validity, and the reliability of this case study. 

Construct validity was assured not only by interviewing several informants, but also 

by using various sources of evidence (Yin, 2003). As described in the data collection section, 

the thesis referred to newspaper articles and other formal written documents to corroborate 

evidence from interviews. Furthermore, the operational definitions of legitimacy and its 

scenarios have been abducted throughout the research process and formally defined only 

after attaining a proper amount of supporting empirical evidence. Enhancing construct 

validity as well as reliability, a case study database was developed (2003). The case study 

database comprises interviews, interviews summaries, secondary evidence, personal notes 

and critical perspectives. The case study database played a central role in updating the case 

study protocol. The case study protocol, including among others theoretical perspectives 
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and aspects to clarify, increased the reliability of the case study (2003). Therefore, the 

necessary actions to document the research procedures have been taken. Furthermore, these 

steps resulted in a chain of evidence that culminates in the use of quotes to support the 

findings. 

The greatest threat to internal validity lies on the inference process occurring during 

the analysis (Yin, 2003). To reduce such threat, the investigator checked for alternative 

explanations during both the formal and informal analysis. Moreover, the inference process 

also relied on confronting the inferred explanations with the literature during both formal 

and informal analysis. In addition, analysing the legitimation process using a chronological 

approach correctly shows how the event unfold and thus, given that legitimacy is largely 

assessed retrospectively (Ashforth & Gibbs, 1990), reduces causality errors in inferring the 

dynamics of the legitimation process.  

CASE STUDY PRESENTATION 

This chapter will present the relevant background information on which the 

presentation of the findings will build on. The first subchapter will give a brief overview of 

not only the Ghanaian political and economic systems, but also some of the country’s 

institutions and social dynamics. Within the subchapter there is a separate section that deals 

exclusively with the informal economy in Ghana. This section gives some statistical and 

descriptive information on the informal sector extensive presence in the country. The 

subchapter creates the building blocks for setting the context from which the case-study 

description will be presented. As the findings will be illustrated in a narrative form, the 

second subchapter present the background information on the cluster from which the 

narrative will take place. 

CONTEXTUAL PRESENTATION 

Gaining independence from the UK in 1957, Ghana is the first Sub-Saharan country to 

become a democratic republic with a US-style presidential system. Although since 1992 

there have been six peaceful and democratic elections, post-independence Ghana had four 
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successful coups leading to political and economic instability that made relatively difficult 

for Ghana to develop according to its full potential11 (Dun and Bradstreet, 2019). With a 

population of almost 30 million, a GDP per capita of 4,228$12, and 7.1 mean years of 

schooling Ghana ranks 140 out of 189 countries in the 2018 edition of the Human Develop 

Index (United Nation, 2018). In efforts to attract foreign investments with the purpose of 

fostering economic development, the government has taken significant steps in improving 

the regulatory environment, yet the bureaucratic process remains slow and the judicial 

system is subject to political influence (2019). Particularly, obtaining construction permits, 

getting access to electricity, and enforcing contracts requires considerable time (World Bank, 

2018). Moreover, corruption has been cited as highly tolerated and an obstacle in doing 

business (2019). Indeed, albeit there is a relatively strong anti-corruption legal framework, 

enforcement is seldom and unmethodical (The PRS Group , 2018). Ghana ranks 78 out of 

180 countries in the 2018 Transparency International Global Corruption Perceptions Index 

and in 2016 several accusations of government official corruptions were made on to the 

exiting government by the incoming New Patriotic Party (NPP). Nevertheless, Ghana 

performs slightly better than the Sub-Saharan average in terms of quality of institutions 

(Schwab, 2018). During the political campaign process the NPP promoted the “One-District-

One-Factory” programme, aimed at accelerating the socio-economic development and 

creating jobs. The policy seeks to ignite Ghana’s industrialization by creating a factory in 

each and all of the 216 districts in the country, and in doing so, transforms the economic 

structure from one that is mostly focused in exporting raw material to one that adds 

significant value to their primary resources. At the initiative’s inauguration event the 

president said that One-District-One-Factory would “propel the industrialization agenda of his 

government at the district level” (Ghana, 2017) 

Following decentralization, Ghana government structure consists of 16 regions and 

several local government institutions. Of particular interest for the case in analysis is the 

 
11 Ghana has several valuable earthly resources (e.g. cocoa, diamonds, manganese, gold).  
12 Expressed in constant 2011 international dollars converted using purchase power parity (PPP) 

conversion rate.  
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role of the metropolitan assemblies and sub-metropolitan district councils, these are an 

administrative subdivision of the metropolitan assemblies, as such they are not independent 

legal entities. Metropolitan assemblies have administrative, legislative, executive, and fiscal 

authority. The district chief executive (i.e. the mayor) is proposed by the president and must 

be ratified by two-third of the metropolitan assembly (Gilbert, et al., 2013). Metropolitan 

assemblies are not only the local economic planning authorities for the purposes of national 

economic development, but have also extensive authority on land use and spatial planning 

within their areas of authority (Ghana, 2016). In addition, metropolitan assemblies can 

generate funds internally in the forms of revenues resulting from, but not limited to, licences 

and taxes. Although decentralization is conceived as a mean of promoting democracy, in 

that not only it encourages participation at the local government level, but it  also increases 

the accountability of the local government to the constituency, a by-product of 

decentralization is the confusion on the prescriptions of the local government (Myers & 

Fridy, 2016). If decentralization is pursued as a way of further democracy, then citizens 

should trust the local government to deliver on the expected services. However, citizens 

seem to deem local government to be a weak institution (Bratton, 2012). 

With eight major ethnic groups, Ghana is a multi-ethnic country (Ghana Statistical 

Service , 2012). Although official language is English, Ghana has several indigenous 

languages, nine of which are government-sponsored (Bureau of Ghana Languages, 2018). 

Notwithstanding the diversity of cultures that characterize Ghana, chieftaincy is a national 

spread institution with precolonial roots. Traditionally, stools come with land endowments 

known as stool and skin lands. Upon seating on a stool, if not landowner already the chief 

becomes the custodian of the stool/skin land (Kwadwo, 2018). During both colonial rule 

and post-independence period, the chief is “a political and social power center (if even in a 

circumscribed sense) in the area he rules and ipso facto a microcosm of authority who at times rivals 

the central government in legitimacy, recognition, and loyalty by subjects” (Boafo-Arthur, 2003, p. 

134). From being “handpicked” by the British to being subjugated through drastic laws by 

the post-independence government, chiefs played different roles throughout the various 

periods of colonial and post-colonial Ghana history. Today, chiefs have a limited formal 
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involvement on central government, in that the National and Regional Houses of chiefs can 

give advice to the government, though often ignored. Despite relegated to the role of 

advisors, chiefs wield substantial influence at the local government (Hoffman & Metzroth, 

2010). Formal institutions in Ghana are contending for power not only against the institution 

of chieftaincy, but also with other informal institutions, such as friendship, religion, and 

family, that play a significant role in influencing individuals’ behaviour. Highlighting the 

role of transactional and reciprocal social exchanges, Paller (2014) denotes the appreciable 

importance of numerous and disparate ties across these informal institutions to build 

followers with the objective of amassing political power and legitimize the authority of both 

local leaders and elected officials.  

To sum up, with a multiplicity of both formal and informal institutions and ethnicity, 

a haphazard enforcement of laws, and a tormented government history, the Ghanaian 

institutional environment is rather complex. Ghanaians more than often  find themselves 

in front of unclear roadmap for choosing which action is most appropriate given certain 

settings. For instance, “Does one go to the chief or the police if a neighbour is suspected of stealing 

your property? Should one go to the member of parliament (MP) or district assemblyman if there are 

not have enough funds to send a promising child to a good senior secondary school?” (Myers & 

Fridy, 2016, pp. 1-2) are just some of the puzzles that Ghanaians have to solve on their 

everyday life. 

Informal Economy in Ghana 

 The Ghanaian informal sector origin can be traced to the beginning of the colonial 

capitalism in the golden coast and since then it grew to employ about 88% of the workforce 

(Osei-Boateng & Ampratwum, 2011; Ghana Statistical Service, 2014). The informal economy 

in Ghana can be divided in two broad categories: rural and urban. Whereas the former 

consists of agricultural or agro-based processing activities, fishing or fish processing 

activities, and production of forest-based goods, the latter consist of wholesale/retail trade 

and services, constructions, and manufacturing, which compromises some of the activities 

that are part of the urban informal economy, such as wood processing (2011). In the 
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following paragraph the urban informal economy in Ghana will be presented. The statistics 

used to describe the urban informal economy are taken from a survey report from Friedrich-

Ebert-Stiftung Ghana (Anuwa-Amarh, 2015). 

On the demographics, the study highlight that most employees and employers are 

junior high or senior high leavers and thus with a low level of education. Although 

education doesn’t seem to affect whether one is an employer or an employee, the age seems 

to be somewhat relevant: 86% of the people employed in the informal economy are between 

15 to 35 years, while 68% of the employer are between 26 to 45 years. One could interpret 

this data as to expect that employees, after gaining work related skills and experience with 

work agreements such as apprenticeship, open their own “shop” with the assistance and 

mentoring of the employer. However, 82% of the employees surveyed earn less than 250 

Ghana Cedis13and, in spite of their low wages, almost 80% work 6 days a week. In addition, 

77%14 of the employees do not have a written contract and for most of the employee any 

social protection coverage mechanism (e.g. Pension) is funded by their own savings. In 

regard to business registration, 42% of the responded are register, yet, due to the multiplicity 

of registrations, few are registered with all the institutions. It is important to note, however, 

that 50% of the one registered are so at the district assembly level. As for the unregistered 

business the main reasons given for not registering are unawareness that their business had 

to be registered, excessive costs and cumbersome procedures. What it is interesting from 

these findings is that taxes are not one of the primary reasons, indeed more than 80% agreed 

that an income earner must pay taxes. Diving into the specifics of the business operations, 

the vast majority of the businesses not only have “permanent” location on the roadside or 

in their neighbourhood, but also used their own savings or help from friends and relatives 

as start-up capital. The inputs used in their economic activities are mainly purchased either 

from intermediaries (52%) or from large manufacturers (19%). The main customers of the 

informal enterprises, on the other hand are either individuals (63%) or households (19%). 

Furthermore, even if informality is often associated to precarity, 40% of the enterprises have 

 
13 The exchange rate USDGHS in the last year has been within 5 to 5,5 GHS per 1 USD 
14 40% of the employee have no contract at all and 37% have only verbal contract 
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been operating for at least 5 years. This is in line with 71% of the entrepreneurs stating that 

the business expanded since establishment. Reinvesting profits, purchasing new 

equipment, and introducing new goods have been found as principal attempts to improving 

the business. Nonetheless, the report also states that acquisition of both technical skills and 

organizational and financial training as the main needs for business growth. Along the same 

vein, is noteworthy to mention that approximately four-fifths of the informal employers and 

employees do not belong to any professional organizations. However, the Ghanaian 

government has founded several programmes supporting not only technical as well as 

organizational and financial training but also, business development, notably National 

Board for Small Scale Industries and National Vocational Training Institute. 

CABLE & WIRELESS 

At the intersection of Bubuashie, North Kaneshi and Darkuman in Accra there is a 

large plot of land15 known as Cable and Wireless(C&W). The land derives its name from 

Ghana’s colonial time. According to the interviews, in 1946 the chief leased the land to the 

British company Cable and Wireless for developing a telecommunication system. Following 

independence, the land was used by the government Post and Telecommunication 

Department16 as a telecommunication system. As communication technology developed 

and Ghana introduced satellites, the infrastructure at C&W was no longer needed and thus 

removed.  As a result, the land was abandoned and spontaneous vegetation grew in the 

form of bushes and plants. Subsequently, the land was used as an illegal refuse dump and 

hideout for criminals. At the same time, there were litigations between the chief and the 

government for the ownership of the land. Up to now, the courts have yet to deliberate a 

final ruling on the matter concerning the ownership of the land. Nevertheless, in the later 

part of the 1990s informal entrepreneurs began to operate their businesses on the land after 

receiving permission from the chief. Once the chief granted the permission, each 

entrepreneur had to build a physical structure for operating his business. In order to do so, 

 
15 Approximately 100 acres. 
16 In 1974 the department became a corporation. In 1995, the parliament act 505 incorporated Ghana 

Post separating it from Ghana Telecom (Ghana Post, 2018)  
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he had first to clean the environment from the refuse and from the various bushes and 

plants. As time passed, the news of available land for artisans and traders in C&W spread, 

thereby more and more entrepreneurs were settling and building structures in C&W. With 

the increasing number of entrepreneurs cleaning and developing the land, C&W was 

becoming less and less suitable as a hideout for criminals. Currently the land is home for 

more than 4.000 artisans and 14.000 apprentices operating in a wide range of businesses, 

from plastic recycle to car repairs encompassing food traders (Abubakar, 2017). Albeit the 

ownership of the land was still unsettled, in 2008 the government sold Ghana Telecom to 

Vodafone. In the same year, a brick wall was built in C&W to demarcate the part of land 

entitled to Vodafone. In 2014 the National Artisans and Traders Union of Ghana (NATUG) 

was founded with national headquarter in the Miracle Rock Church International in 

Darkuman Accra (NATUG, 2017). According to the union’s constitution and by-laws17, “The 

Organization’s Mission is to seek the informal sector workers socio-economic emancipation through 

job creation, promotion of entrepreneurship and assisting small business owners in overcoming the 

obstacles and difficulties impending their success” (NATUG, 2014, p. 1). However, in 2015 Ghana 

Post (GP) was reclaiming the land from encroachers “to boost partnership with private 

companies to provide real estate services to the public” (Tenyah-Ayettey, 2016) and thus 

revamping GP.   

FINDINGS 

This chapter is devoted to presenting the findings of the analysis, in two separate 

subchapters. Whereas the first subchapter is relative to the single entrepreneurs, the second 

deals with NATUG. Both subchapters, however, are written in a narrative way. At first a 

detailed account of the case dynamics is presented as supporting evidence. The narrative is 

then elevated to the theoretical level. As for the single entrepreneurs, the thesis finds that 

they rely on pragmatic legitimacy and that they whisper their legitimacy chiefly by 

displaying their appropriateness to individuals that can buy or sell what they need or rely 

on the word of mouths from costumers. However, when their legitimacy is challenged, they 

 
17 Refer to Appendix 2 for Excerpt  
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aggregate into one voice, making use of formal institutions such as labour union to protest 

their legitimacy. As for NATUG, the thesis finds that the union, using both substantive and 

symbolic tactics, plays a critical role not only in responding to legitimacy challenges, but 

also is the main vehicle to legitimize the entrepreneurs in moral, cognitive and regulatory 

terms. However, NATUG itself has to prove its appropriateness. 

THE SINGLE ENTREPRENEURS 

Although the entrepreneurs in C&W are operating in a wide array of businesses, two 

overarching categories18 can be identified based on substantial similarities in terms of 

business characteristics and formalization level. These two categories are the plastic workers 

and the mechanical workers (mechanical fitters, cars repairs, aluminium factories). In what 

follows the findings will be presented for both categories in respect to their source of 

legitimacy.  

On one hand, most of the entrepreneurs in the plastic recycle are registered and they 

employ casual and permanent workers. One entrepreneur doing the full recycle19 employs 

up to 28 workers in either permanent or casual arrangements. Within the cluster, the 

entrepreneurs in plastic recycle have business relation to each other in terms of supply 

chain. Particularly there are entrepreneurs specialized in processing the plastic waste to 

create the raw material and then sell the raw material to customers either internal or external 

to C&W. While the ones producing the final product, because in lower numbers, supply the 

raw material from inside the cluster. As C&W expanded, nevertheless, both types of 

entrepreneurs formed business relations that span the country boundaries. Although some 

suppliers and customers come from Burkina Faso, Togo and Nigeria, the plastic 

entrepreneurs have also business relations with local companies. These relations stem either 

from previous work experience within the companies or from going around and tell what 

they are looking to buy or sell to people working in the companies. In relation to the 

suppliers, the result of this process is the acquisition of production waste or scraps from 

 
18 These categories have been devised to make the presentation of the findings clearer and are the result 

of the patterns emerged during the analysis phase 
19 Is the full set of activities from processing the waste to produce the final product (e,g. Plastic Bowls).   



Towards a Theory of Legitimacy in The Informal Economy                        51 
 

formal companies and the plastic collected by waste pickers (e.g. Plastic bags or bottles). In 

relation to the customers, those that have been onboarded through previous formal work 

employment maintain exchanges because of the desired level of quality and seldomly 

challenge the firms’ products, whereas, the new customers are more wary in initiating 

business transactions. They could ask to see the production processes, to check the quality 

of the products, and to have favourable payments terms for the first transactions and even 

sometimes show up unnuanced. Moreover, some of the large companies wanting to dispose 

their waste demand business registration and environmental protection certificate from the 

Ghana Environmental Protection Agency. However, it is more the exception then the rule. 

On the other hand, the mechanical workers are mostly unregistered or in the process of 

registration and in smaller size. In terms of employment they mainly rely on apprentices. 

Given the nature of their business—they work on the customers’ properties—they do not 

have suppliers as such. The customers are mainly individuals within Accra that come to 

service their vehicles. Whereas the entrepreneurs in the plastic recycle have more stable and 

long-lasting relations with the customer, the mechanics and vehicle repairs have more 

occasional customer. The customers result mainly from recommendations from previous 

customers. However, some costumers also go C&W because they are aware that there are 

mechanics who will do a good or a faster job and for a lower cost than the formal 

competitors.  

Therefore, it seems that the informal entrepreneurs in C&W are displaying their 

appropriateness to customers and suppliers mainly in the form of “solving a problem”, be 

it by taking the production waste or by offering good services at an affordable price. As a 

result, they are leveraging the pragmatic type of legitimacy. The gaining and maintaining 

of pragmatic legitimacy are the results of “whispering” across the entrepreneur networks. 

Whispering can be seen as a continuum of agentic behaviour. On one hand, it is the 

entrepreneur directly whispering his appropriateness to his networks. On the other hand, 

the entrepreneur does not engage in any activity to display his appropriateness, it is the 

transactional partner that whisper the entrepreneur’s appropriateness. The plastic 

entrepreneurs have a more active approach than the mechanical workers in showing their 
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pragmatic legitimacy. Nevertheless, it is done by dealing with specific individuals within a 

company or exploiting previous work experiences. This is a salient theme from the 

interviews and is well document from the following quote20:  

“So, he doesn't deal with [Supplier] directly, but people who work there, among the laborers, they 

know that this people [Plastic entrepreneurs] need those things [Plastic waste]. So, while they are cleaning 

the place, they reserve those things and will contact him and then he pays them, but when he pays them, the 

money does not go to the company it goes to the person. [Interviewee adds] Okay so if not for them they will 

just burn the stuff there, but they've really help them because they've help them to take a lot of waste and 

recycling.” 

    Instead, the mechanical workers mainly rely on letting the work show their 

appropriateness. A car sprayer said: 

“Yeah so if you work for somebody, he speaks, therefore even that car will give you customer. 

We don't have money to go [on] radio [to] say, to make ads for this. No, it would be your hand.” 

These two quotes are also quite informative on the pragmatic legitimacy criterion. 

Nevertheless, some suppliers are also looking for regulatory legitimacy. However, it is 

limited to only large supplier for the plastic recycle. In addition, from the analysis there 

were some cues for cognitive legitimacy in terms of comprehensibility. Concepts that 

support comprehensibility and awareness are recommendations from customers and 

walking customer through the production process. Yet, they are not as strong as the 

pragmatic legitimacy cues, and moreover, recommendations find their underline reasoning 

on the good job.  

Pragmatic legitimacy seems to be also the primary type of legitimacy that 

entrepreneurs try to foster when dealing with the chiefs for obtaining permission to set up 

the shop on C&W. Precisely, from the interviews it became clear that the result of having 

the informal entrepreneurs as exchange partners was the collection of rent and the 

maintenance of the land. Indeed, this is also supported by how the piece of land can be 

 
20 The interviewee was speaking in Twi, therefore the excerpt is actually a product of the interpret. 
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attained. To elaborate, there is not a real screening process, you just ask to one of the 

custodians’ appointee walking on the land, they will show you a place and you will have to 

pay the rent. 

As for exchanges between single businesses and public administration, they are rare 

and unmethodical. Essentially, the entrepreneurs deal with AMA for obtaining a work 

permit and with the sub-metro division for collection of taxes. Most mechanical workers are 

able to skirt these two formal requirements by using avoidance strategies when the public 

authorities enter the land. Howbeit, the entrepreneurs that have a more solid structure 

comply with these regulations and, in addition, have also controls on the level of safety in 

their shop. For instance, the Power and Distribution Services21 sent electricians to check on 

the electricity connections to make sure that the wires are complying with safety standards 

to avoid fire outbreaks. Despite these sporadic and unsystematic control, fire outbreaks, for 

instance, are persisting still. Moreover, the firefighters only come when there are fires, 

although it is their responsibility to check on this aspect of occupational health and safety. 

Furthermore, a constant theme emerging from the interviewees is that interacting 

individually with the public administration is pointless. Therefore, the analysis finds that, 

given the sporadic interaction with the public administration, single entrepreneurs are not 

taking any individual action to legitimize their activities to the public administration. 

Moreover, the analysis in respect to the single entrepreneurs hinted to moral as well 

as cognitive legitimacy. Cues of moral legitimacy emerged from the interviews in the form 

of creating employment, training the youth, cleaning the country, supporting the nation. 

However, these concepts were not considered as part of the legitimation process of the 

entrepreneurs because they were not “protested” by the entrepreneurs per se. In addition, 

there is an interesting finding relative to the land, highlighting the importance of the context 

in which entrepreneurs are embedded. The land, or better the cluster C&W seems to enjoy 

elements of taken-for-grantedness. This is reflected by international customers and 

suppliers going to C&W to buying or selling “commoditize” products from different 

 
21 State own enterprises providing electricity in Ghana. 
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entrepreneurs, regardless of the ongoing contention on the land ownership. Other 

supporting evidence rest on the way entrepreneurs arrived on the place, that is mainly by 

word of mouth within the circle of artisans and traders. Nevertheless, the land ownership 

claims by GP have challenged the moral and cognitive legitimacy of the cluster. To 

elaborate, the workers have affirmed a decrease not only in the number of customers since 

the eviction notices from GP, but also in the number of entrepreneurs working inside C&W. 

THE ROLE OF NATUG 

Long before the foundation of NATUG the entrepreneurs in C&W established small 

associations within their line of work to deal with common issues. Nevertheless, after the 

creation of NATUG these smaller associations were gradually dissolving not only because 

they lacked proper organizational structure, but also because their responses to GP claims 

of land ownership were leading nowhere. At the same time, the former members of the 

recently terminated associations were joining NATUG. As NATUG was gaining members, 

it was becoming more and more influential. The union obtained legal registration on 

January 2015 and has a formal organizational structure with not only regional, metropolitan, 

municipal and district branches, but also various officers including national executives, 

chairman, vice chairman, deputy general secretary, and trustees (NATUG, 2014). 

Furthermore, the union has, since its foundation, an influential and respected person as life 

patron. The life patron holds both the Bishop and the Doctor titles. 

The First Challenge 

Near the end of February 2015, the first eviction notice was delivered by AMA in the 

form of posters. Subsequently, the deputy general secretary with some national executives 

and the life patron of the union were able to set a meeting with the management of GP. 

During this meeting the union firstly offered to partner with them for the development of 

the land22, but as the proposal was declined, the union was only able to achieve a three 

months extension to get its members to peacefully vacate the land. Within the agreed three 

 
22 The offer was in accordance to the company statement of public-private partnership to revamp their 

operations.  
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months period, the military came and erected the iron wall to protect the land, leaving only 

two access points. Meanwhile NATUG had an ongoing application to affiliate to the Trade 

Union Congress of Ghana23 (TUC). When the three months period was over, GP instructed 

AMA to proceed with the eviction notices. This time the notices were delivered with 

information vans accompanied by police officers (Appiah, 2015). At this point, some 

entrepreneurs started to vacate the land. At the same time, however, NATUG cited GP in 

the high court of justice. On the 7th of August 2015, the court deliberated an order for an 

interlocutory injunction, preventing GP to commence the demolition exercise24. The 

injunction order not only shifted the contestation into a more impartial ground, but also 

gave an implicit time extension. Howbeit, the interlocutory injunction was subsequently 

lifted. Thereafter, the union meet again with GP’s lawyer and reached a “gentleman 

agreement” allowing the entrepreneurs to stay on the land while the GP private partner was 

preparing to take over.  

The 2016 Elections and The Second Challenge 

During the year 2016, two important events occurred. Firstly, NATUG became an 

affiliated of TUC. Secondly, governmental elections were held, and a new government took 

office. As described on the contextual presentation, the One-District-One-Factory (1D1F) 

was at the forefront of the campaign promises of the newly elected government. Once the 

NPP government took office, NATUG leveraging TUC political capital was able to attain 

meetings with high level governmental officials in the new presidency. These meetings gave 

NATUG the opportunity not only to present their plans of developing the contested land 

but also to explain that the outcome would be beneficial to the various parties involved. The 

affiliation to TUC not only provided NATUG the necessary political backing to officially 

interact with the government, but also gave NATUG members access to various 

educational, training and development programmes, notably leadership skills and 

education on tax payments.  

 
23 TUC is the national centre that unites the workers’ organization in Ghana. It is one of the stronger 

pressure group in the country. 
24 The court order is enclosed in the appendix 3 
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Notwithstanding the aforesaid positive developments, on the 4th of September 2017 

another eviction notice was published by GP on the daily graphic. NATUG promptly 

responded with a press conference in which it appealed “to the government to come its aid” 

(Awiah, 2017). Thereupon a formal petition to the president25 was made and delivered to 

the Flagstaff house. The content of the petition is twofold. Firstly, it presented societal and 

economical costs of the demolition exercise. Secondly, it proposed to the government to 

partner with NATUG and support the establishment of a Millennial Industrial Village 

leading not only to working spaces for more than 30.00 informal workers, but also to other 

buildings comprising fire service station, police post and schools (NATUG, 2017). Despite 

the petition, GP and AMA “marked over 2,000 make-shift structures and other residential 

structures for demolition” (Ananse & Awlesu, 2017) and gave a deadline to leave by the 1st of 

December. Therefore, NATUG made another press conference on which three main points 

were publicly asserted. Firstly, that the chiefs were supporting the creation of the industrial 

village (Ananse & Awlesu, 2017). Secondly, that such project is in line with the 1D1F 

government vision and cited similar projects supported by the government. Thirdly, that 

they would not leave by the 1st of December deadline (Abubakar, 2017). The two press 

conferences consisted of public statements as well as press tour of the area to see the actual 

activities occurring within C&W. In addition, the union sent a petition reminder26 to the 

office of the president. On 29th of January 2018, NATUG received a letter27 from the chief of 

staff acknowledging receipt of the petition and informing that the petition is undergoing 

evaluation. 

NATUG and the Blooming of C&W 

NATUG played an instrumental role not only in dealing with the office of the 

presidency, but also with other public authorities, legitimizing C&W. Beside the pressure 

from GP, the entrepreneurs in C&W have also faced the challenge of being associated to the 

criminals occupying the land. Before the arrival of the entrepreneurs, the land had become 

 
25 The cited fragments of the petition are enclosed in the appendix 4 
26 The reminder is enclosed in the appendix 5 
27 The letter is enclosed in the appendix 6 
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a hideout for criminals. Notwithstanding the development brought by the entrepreneurs 

and the consequential retreat of a great number of criminals, criminal activities were still 

occurring. As a result, the union took several steps in resolving this issue. Firstly, they 

discussed the problem with the chiefs, who were highly interested in the development of 

the Industrial Village. While the chiefs were dealing with the matter internally, NATUG had 

a series of meetings with the local police, the Criminal Investigation Department (CID), and 

the Bureau of National Investigation (BNI). Following the meetings, NATUG started issuing 

membership cards so as to identify its members during police operations. Moreover, the 

union executives were given contact information of officials to coordinate the efforts in 

removing the delinquents. Following the union partnership with police officials, several 

arrests based on tipoffs were made.  

In April 2017 the NPP president publicly pledged to make Accra the cleanest city in 

the whole Africa. Consequently, a great deal of pressure cascaded on the Accra mayor. This 

gave the opening to NATUG and the entire UNIWA28, to approach the mayor and persuade 

him to become a Patron of UNIWA.  Since the Mayor of Accra became a patron of UNIWA, 

NATUG has represented the interests of the entrepreneurs also in the forms of several 

meetings and talks with the AMA and its Sub-metro assembly. To elaborate, in advocating 

the Industrial Village, NATUG mediated with AMA on several topics. Firstly, the union and 

the AMA agreed on a general cleaning of C&W with monthly frequency. Secondly, the 

union brokered a procedure for determining and collecting taxes at the AMA level from its 

members. Thirdly, the union is negotiating on behalf for the plastic recycle businesses not 

only on the cost of the work permit, but also on the attainment of funds for expanding the 

plastic recycling operations.  

Furthermore, the Union took also several steps in overcoming some of the primary 

shortcomings of informal workers. This has been done in three main fronts. The first front 

is the union registration to the People’s Pension Trust (PPT) in 2016. PPT is a pension fund 

that in partnership with UNIWA launched a pension scheme for the informal sector (PPT, 

 
28 Union of Informal Workers Associations is a national union that links TUC to the various informal 

workers unions.  



Towards a Theory of Legitimacy in The Informal Economy                        58 
 

2016). The registration of the union to the pension scheme entailed several informative and 

educational actions by NATUG towards its members. For instance, there are general 

meetings during which a PPT representative explains the benefits and the workings of the 

scheme. In addition, a PPT employee has been allocated inside C&W. The employee is 

available every weekday and, at least once a week, walks around the premises to advertise 

the pension and collect deposits. The second front consists in sending executives to 

workshops focused on business development and formalization and thereby educating the 

members not only in the benefits of formalizing, but also on managerial and financial 

matters. Indeed, the union is distributing registration forms for the Tax Identification 

Number and has visited Ghana Revenue Authority to understand what steps ought to be 

taken next to pay the taxes at the national level. The third front entails the institution of a 

disciplinary committee. The committee main purpose is to ensure not only that members 

are acting accordingly to the union prescriptions, but also that internal quarrels are settle in 

peaceful and fair way.  

Theoretical Perspectives on The Actions Of NATUG 

The foregoing sections evince the role of NATUG in using both substantive and 

symbolic approaches in legitimizing the entrepreneurs of C&W. Whereas brokering, co-

opting, affiliating, and strategic compromise are the substantive actions, framing and giving 

accounts are the symbolic actions. As a consequence of these actions, the union has been 

able to gain pragmatic, regulatory, moral and cognitive legitimacy not only to itself, but also 

to the entrepreneurs in C&W. Co-opting consisted in having influential and respected 

community members joining in the form of patron. The life patron increased NATUG’s 

legitimacy not only towards the public administration, but also towards its own members, 

making the union more trustworthy to their eyes. The following interview fragment puts to 

word what this meant for NATUG in an eloquent and convincing way: 

“You see, in fact, his position as a life patron has given us much attention. When we go to 

any place, oh NATUG National Artisans and Traders Union and this is Bishop Doctor[person 
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name] the life patron. Whatever, you know, the way he was thinking about us and then seeing such 

a person, influential person as a life patron, you see the person will begin to...” 

 Co-opting the mayor of Accra as UNIWA’s patron, furthermore, opened a lot of doors to 

NATUG, facilitating interaction with the AMA and the Sub-Metropolitan Assembly, not 

only because the mayor has the challenge to make Accra the cleanest city on Africa, but also 

because, as mayor, he is the one giving the eviction order to AMA. Affiliating to TUC, an 

established and influential entity, gave NATUG not only political capital and thereby 

legitimized NATUG to the public administration, but also increased NATUG’s legitimacy 

in the eyes of the actual and prospective membership. One of the union executives talking 

about the challenges of getting people to join the union said: 

“[..]because it is like most of them, were not interested. You see, elsewhere, it has happened 

before, maybe this mobilization of funds and in the end, they don't know how the funds were spent 

or something. So, it makes a lot of them worry and not interested. They get to know that this is a 

different thing altogether. This union it's a different thing altogether[..]” 

Affiliating TUC, as a result, has been extremely important in showing that NATUG is indeed 

legitimate. 

 Affiliating and co-opting gave NATUG the necessary legitimacy momentum to 

embark in not only brokering and strategic compromises, but also to framing and giving 

accounts. Particularly, brokering consisted in uniting the disparate stakeholders in buying 

into the Industrial Village project thanks to compromises, framings, and offering accounts. 

To elaborate, NATUG framed the Industrial Village in terms of moral and pragmatic values, 

such as social and economic development, that are not only in line with the 1D1F 

governmental vision and thus garnered the necessary support to halt the eviction process, 

but also in line with the custodians’ desired use of the land and thus brokered a win-win 

situation. Furthermore, NATUG brokered the relationship between entrepreneurs and the 

lower levels of public administration. In regard to AMA, it balanced on the general cleaning 

and it bargained on the taxes and work permits (Oliver, 1991). In regard to Police, CID, and 

BNI, NATUG at fist dissociated itself from the criminals by offering accounts. The accounts 
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mainly consisted in explaining that the union has not ownership on the land and therefore 

cannot kick the criminals away. Afterwards, NATUG and the law enforcement agencies 

started to collaborate. An implicit result of these two brokering efforts is the increasing of 

entrepreneurs’ regulatory legitimacy. Another example of framing lies not only on how 

NATUG persuaded the mayor to become patron, but also on how NATUG is negotiating 

with AMA for the plastic recycle work permit. In both occasion NATUG made several 

assertions on the importance of the quality29 and quantity of recycle that is undergoing 

inside C&W and how they are helping to cleaning the country.  

Two pivotal moments that enabled NATUG to unfold the illustrated strategic 

approach can be identified. These are the affiliation to TUC and the petition to president 

with its following press conferences. Whereas the affiliation gave the necessary legitimacy 

to be at the “grown up table”, the petition and the press conferences not only showed the 

seriousness of NATUG’s intentions, but also gave NATUG the opening to legitimize its 

actions in term of moral and cognitive legitimacy. Indeed, gaining cognitive legitimacy 

concerning certain legitimacy sources is a major challenge for entrepreneurs in C&W, as the 

following interviewee states: 

“That's the major, that's the major problem, because the people in the government bodies, 

when we told them, because they don't know what is underground. They don't take it seriously. 

That's why I made the [plastic]documentary. They don't take it seriously; they think is just child's 

play. So, and I know if they should see and they realize what we are actually doing they will get 

themselves involved, but getting them to come down is the problem” 

The membership to UNIWA was also an important event, in that allowed NATUG’s 

executives to enter in the AMA palace and begin to gain legitimacy at the AMA level. For 

example, union executives delivered a documentary covering the plastic recycle process in 

C&W, and thus increased their cognitive legitimacy. Notwithstanding, UNIWA 

membership was a by-product of the affiliation to TUC. Furthermore, the strategic actions 

 
29 Whereas the government supported companies are not separating the plastic, the entrepreneurs in 

NATUG separate the plastic base on colour as well as level of density. 
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NATUG used are path dependent. Indeed, affiliation and co-opting spearheaded NATUG 

into the opportunities to employ brokering, strategic compromises, framing, and giving 

accounts.  

DISCUSSION 

This chapter is dedicated to discussing the findings of the research on broader terms 

than the single case in analysis. It starts by analyzing the findings in relation to the 

theoretical framework derived on the literature review. Subsequently, theoretical and 

practical implications of the research are considered. 

THE EMERGENT THEORETICAL FRAMEWORK 

The theoretical framework illustrated in figure 1 depicted the multilevel 

interdependence between institutions, entrepreneurs and legitimacy. The research focused 

on studying the second level, precisely the entrepreneurs-single venture legitimacy relation. 

Whereas the first level, the thick arrows, is the theoretical well-established point the 

departure of the thesis, the entrepreneurs-single venture legitimacy linkage received almost 

no attention from researchers. However, by analyzing such relationship, the findings of the 

thesis have further our current understanding on how entrepreneurs in the informal 

economy legitimize their activities. In discussing these findings, it is important to emphasize 

that informal entrepreneurs not only act independently in fostering a perception of 

appropriateness, but they can also aggregate to legitimize their activities. This latter aspect 

is particularly prominent in the investigated case study. Specifically, the role of NATUG 

leads to formulate a reworked theoretical framework, illustrated in figure 4. Compared to 

the original framework, the new framework has a new box, representing NATUG as a 

mediator variable between the entrepreneurs, the institutions and the single venture 

legitimacy. Notwithstanding the prominent role of NATUG, the thesis has also documented 
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that the single entrepreneurs do undertake a legitimation process, even though it is not as 

promulgated as NATUG’s.  

The Emergent Framework accentuates the brokering role of NATUG in the 

legitimation process. As it has been shown, NATUG not only gave one common voice to its 

members while dealing with external parties, but also gave external parties one single entity 

to which they have to deal with. Furthermore, NATUG strategic compromises and symbolic 

management techniques are at the foreground of the fine balance between legitimizing the 

entrepreneurs with isomorphism, whilst not being perceived as too acquiescent to 

constituents’ request, and hence possibly receive legitimacy challenges by the union 

members. However, the position of NATUG between a rock and a hard place makes his role 

as fundamental as precarious. Precisely, in the moment that NATUG will be no longer 

legitimate to either its members or the external constituents it will be de facto stripped from 

its brokering role. Nevertheless, a peculiarity of the emergent framework relates to the 

entrepreneurs, the institutional complexity of the environment in which they are embedded, 

and the multiplicity of constituents. In presenting the original framework, institutional 

pluralism and the multiplicity of constituents were conceived as a key element in the 

entrepreneurs’ strategic approach to legitimize their activities. What transpired from the 

Institutional Theory

Institutions

Formal 
Institutions

Informal 
Institutions

Informal Economy

Entrepreneurs

Legitimacy of means 
and/or ends

Single Venture 
Legitimacy

NATUG

Figure 4 - The Emergent Framework. Author Elaboration 
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findings, and is shown in the emergent framework, is that entrepreneurs have outsourced 

a great deal of the legitimation process to NATUG. This is an important finding in that 

implies that single entrepreneurs, are not leveraging the conflicts between various 

institutional centers as it was proposed on the initial framework. This is demonstrated by 

the fact that NATUG is talking on behalf of the entrepreneurs to the majority of institutions 

and constituents involved in the case. By building on this and on the established propensity 

of informal entrepreneurs to aggregate, the emergent framework is not only by parsimony, 

but also by generalizability. Therefore, present a powerful tool to analyze legitimacy in the 

informal economy. Precisely, the word NATUG can be substituted with several others.    

THEORETICAL IMPLICATIONS 

Investigating a research topic that has received scant attention offers several 

opportunities for theory development. This research furthered the theoretical 

understanding of not only the informal economy and legitimacy, but also of the broader 

institutional theory perspective in organizational studies.  

The fist and probably the most important implications of this study is the theoretical 

effort that lead to the framework in figure 4. Figure 4 integrates several complementary 

management theories. Moreover, it presents a point of departure for scholars interested in 

studying legitimacy in the informal economy. 

Investigating the single entrepreneur legitimation process in the informal economy, 

the thesis has found not only that entrepreneurs leverage the pragmatic criterion, but also 

that entrepreneurs’ legitimation process consists in whispering their appropriateness 

throughout their network. Whereas the former finding can be easily reconciled not only 

with the structuralist view (Moser, 1978), in that informal firms solve a problem for formal 

firms, but also with consumer behaviors in Bottom-of-the-pyramid markets, where price is 

strong discriminant variable (London, et al., 2014; Viswanathan, et al., 2010; Viswanathan, 

et al., 2005). The latter highlights that in the informal economy organizations rely 

extensively on their networks not only for material resources (Bruton, et al., 2012), but also 

for legitimize their activities. Inasmuch as entrepreneurs whispers their appropriateness, 
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loosely knit and diverse ego networks with multiples ties (Borgatti & Halgin, 2011) play a 

central role in legitimizing the entrepreneurs. Addition, because such types of networks 

facilitate sales (Batjargal, et al., 2013), social networks have an essential role in informal firm 

survival and prosperity. Furthermore, using agentic behavior entrepreneurs are also able to 

leverage the multiple ties and structural holes of their networks to single-handedly 

legitimize their activities in the eyes of the individual constituent (Ahuja, et al., 2012). In 

addition, this thesis finds that if not openly challenged, informal entrepreneurs need 

endorsement by only a few key constituents in order to survive (Elsbach & Sutton, 1992). 

Even further, the need of legitimacy from only specific individuals highlights the 

importance of the micro dynamics of legitimacy evaluations (Tost, 2011) in the legitimation 

process of informal firms. Notwithstanding, the thesis also recognize that there are limits to 

being legitimate only in the eyes of only a few key constituents. Particularly, in the case of 

C&W, they were surviving and only few, if any at all, were flourishing.  

Such legitimation approach targeted to individuals is in line with the one of the main 

tenants of the informal economy, which is the discretion surrounding activities in the 

informal economy so as to avoid detection by law enforcement (Portes, 1994). However, the 

size of the cluster at C&W brought the entrepreneurs under the spotlight from local 

governmental agency. As a result, entrepreneurs registered or obtained the work permit at 

the local level. Therefore, the thesis confirms the view that informality is a multidimensional 

continuum (De Castro, et al., 2014). However, it also furthers the understanding of the 

informal economy by propound that informal entrepreneurs make use of separate 

organization to deal with the institutional pluralism. Insofar as the systematic formalization 

process at cluster level began following the legitimacy challenges from GP, the thesis also 

advances the informal economy literature by finding that the formalization process is a 

strategic response to external challenges and pressures, and thus confirms that 

formalization is the product of a strategic cost-benefit analysis and that legitimacy play a 

role in such analysis (De Mel, et al., 2013; Siqueira, et al., 2016). 

In addition, previous literature on both formal and informal entrepreneurship has 

presented aggregation as a strategy for gaining and mobilizing resources and thus reach a 
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critical mass, enabling bridging and changes in the institutional environment (Lee & Hung, 

2014; Hung & Whittington, 2011). This thesis has found the essential role of a formal 

organization, that is NATUG, in legitimizing the informal entrepreneurs aggregated in 

C&W, thereby advancing both formal and informal economy literature. Particularly, 

NATUG represent a formal entity used by the entrepreneurs to cognitively and morally 

legitimize their activities and thus the thesis ratifies the importance of group-level 

institutions in the informal economy (Webb, et al., 2013). Moreover, it also shows how 

NATUG’s brokering and strategic compromises helps informal entrepreneurs in gaining 

regulatory legitimacy by means of an emerging formalization process. A theoretical by-

product of NATUG’s role is the use simultaneous use of symbolic and substantive 

management techniques to increase and respond to challenges of legitimacy (Deephouse, et 

al., 2017). Precisely, it has been shown that in responding to legitimacy challenges by using 

symbolic and substantive management techniques not only complements each other and 

increase the speed of the recovery process, but also demonstrate how legitimacy is 

negotiated in relation to a source (Kostova, et al., 2008) by using framing and strategic 

compromises.  

Paying attention to the brokering role of NATUG, it is possible to see that the 

legitimation process itself present various legitimacy thresholds in regard not only to the 

legitimation opportunities, but also to the constituents involved. This is a novel perspective 

to the legitimation process that complement a recent conceptual model. To elaborate, Fisher, 

et al., (2016) propose several legitimacy thresholds for novel enterprises as they deal with 

different institutions throughout their lifespan. This thesis finds that in setting of 

institutional pluralism, an organization might find itself to deal with different constituents 

at the same time, hence various legitimacy threshold, and the legitimation opportunities 

available are dependent on which threshold has been overcome. In a pragmatic sense, 

NATUG, while dealing with the government was also having a request of affiliation to TUC. 

After NATUG was accepted as TUC affiliated (i.e. overcame TUC Threshold), NATUG was 

able to leverage TUC political capital to talk to the government. Thus, NATUG’s framing 

strategy was contingent on the affiliation strategy. Another important theoretical 
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implication that stem from the brokering role of NATUG is that informal entrepreneurs are 

using a formal organization in legitimizing their actions and negotiating with the 

government. 

Insofar as legitimacy separates the informal economy from the criminal economy, it 

plays a central role not only in defining the informal economy, but also in explain its 

perseverance. Notwithstanding the pivotal role of legitimacy, it is important to notice that 

being legitimate only in respect to informal institutions has it limits. As it has been 

documented by this study, being accepted by the chiefs can provide support and resource 

only to a limited extent. Although the institutional incongruence in Ghana is evident, 

providing support as well as challenges, the state is a powerful force to be reckon with. In 

the case of C&W, pragmatic legitimacy alone is not sufficient in obtaining the necessary 

resources to develop the cluster in accordance to not only the vision of the entrepreneurs 

established on the land, but also to a vision that would benefit the broader society. Precisely, 

the efforts of the single entrepreneurs have not entirely removed the criminals using the 

corners of C&W as hideout. Moreover, the area, although greatly developed compared to 

the ubiquitous refuses and wild vegetation before the arrival of the entrepreneurs, still has 

extensive shortcomings. Fire outbreaks, unproper layout of structures and vehicles, 

underdeveloped electricity and plumbing systems, and lack of proper safety and health 

measures are tough challenges in terms of moral legitimacy. Since its conception NATUG 

has been dealing with such challenges, nonetheless, only recently has started to confront 

said challenges in a systematic manner. NATUG has also been fundamental to legitimize 

the cluster in terms of cognitive legitimacy. Informal entrepreneurs on their own have a 

limited set of legitimation arrows in their quiver. The limits of cognitive and moral 

legitimation in the informal economy, even if the legitimizing process is conducted by a 

formal entity, have also been analyzed in their nuances and limits by this thesis and 

previous research on transition to the formal economy (Lee & Hung, 2014). The thesis, 

though, present a novel and distinctive character to legitimacy in the informal economy. 

Accounting for regulatory legitimacy, paradoxical it may sound, give not only a new 

perspective to the formalization process, but also complements pragmatic, moral and 
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cognitive legitimacy in understanding not only the array of legitimation techniques 

available to informal firms, but also the legitimation dynamics in the informal economy. 

NATUG’s strategic compromises not only are embarking NATUG’s members towards a 

path of formalization and regulatory legitimacy, but also are proceeding towards 

integrating NATUG efforts to develop C&W with the state’s vision, and thereby overcoming 

the legitimation limits implicit in the informal economy. This final contribution lays the 

foundations for the next subchapter.  

PRACTICAL IMPLICATIONS 

This thesis’s practical implications are mainly directed towards policy makers 

interested in understanding informality and to foster formalization.  

The primary practical implication lies in documenting the role of unions in not only 

organizing the informal sector in Ghana, but also in brokering the relationship between the 

informal entrepreneurs and the public administration. As a result, policies that wants to 

foster formalization cannot neglect the role of the unions. In the case in analysis it has been 

shown how NATUG is collaborating with both local and central governmental authorities 

in both gaining the authorities’ support for improving the working conditions of its 

members as well as helping the government in formalizing the informal entrepreneurs. 

Therefore, policy makers should involve unions in devising processes for promoting 

formalization. Moreover, the thesis, as several other studies, have documented that the 

formalization process it is not the product of a one-time action. Becoming a formal business 

venture in developing countries is the destination of a long and tortuous journey with 

various seatbacks including, but not limited to, burdensome, multiple and costly 

registration procedure and unclear understanding of benefit from formalization. Regulators 

should be aware that full formalization doesn’t occur over night and thus should be wary 

of using an all or nothing approach in negotiating with the unions.  

In addition to tuning the members’ mind to formalization, unions provide a gateway 

to participation not only to managerial educational programs and technical training 

programs, but also to social security measures. A clear example is the role of NATUG in 
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informing and educating its members on the PPT’s informal workers’ pension scheme. 

Therefore, government supported training programs or private companies interested to 

cater the need of the informal sector could directly contact unions’ leadership instead of 

informal workers to create awareness. The result would be lower transaction costs and most 

likely a better outcome. This is because the union leadership, at least in the case of C&W, is 

held in high regards from its members, as such, they will be more like to pay attention to 

the union suggestion.  

It is important to notice that the brokering position’s unions have is not only as 

powerful as precarious, but also it is to be carefully accounted by policy makers when 

dealing with them. It is powerful because unions are position to fill an important structural 

hole in the network. To elaborate, the majority of informal firms, whether because of their 

size or their avoidance strategies, are able to skirt laws while also being undetected. 

Therefore, they might barely have contacts with the public administration, however, when 

members of a union that is brokering “fair deals” with the public administration they are 

more likely to not only realize the important role of the state in supporting businesses, but 

also willing to “give something” for such support. Albeit powerful, the position is also 

precarious because the members might defy the union prescriptions or exit altogether if they 

reckon the union is not providing help for them. Indeed, the lack of trust in the unions was 

mention in the findings section. As a consequence of the aforesaid reasoning, the unions 

should be carefully accounted by policy makers because if in the negotiation process the 

policy maker use only a stick approach it will most likely lead to nullify the union’s 

importance. However, using only a carrot approach could lead to the opposite effect, which 

is encouraging informality. The thesis does not provide perspectives on resolving this 

puzzle as not in the scope of research. However, it is a by-product of the suggested policy 

implication and as such had to be mentioned.  

 Building on the unions’ role, another policy implication is on the current Ghanaian 

union landscape. Unions in Ghana are a common way of organizing. Yet, they are widely 

dispersed and several in numbers. Throughout the thesis it has been emphasizes the 

importance of aggregating to build a critical mass. Therefore, the Ghanaian union landscape 



Towards a Theory of Legitimacy in The Informal Economy                        69 
 

can present challenges for implementing a union-oriented policy approach. For instance, 

disbursing funds to each union can result an inefficient allocation of capital, whereas, 

allocating funds centrally to TUC, for instance, can lead to overload TUC bureaucratic 

apparatus. 

A fourth practical implication lies on the role AMA played in C&W. Previous research 

has already reported the interactions between local government and informal firms (De 

Castro, et al., 2014). The thesis not only reasserts such role, but also provide evidence that 

the local government plays an important role in introducing informal entrepreneurs to the 

formalization process. It is at the AMA level that the union and the public administration 

started working hand in hand. Thus, formalization policies should be devised to account 

for the importance of the local government in promoting formalization, as it is the first level 

of public authority with which informal entrepreneurs become in contacts.  

A final yet possibly the most important practical implication, the thesis, by 

documenting the role of NATUG, has given international recognition to the union. In 

addition, the thesis has also shown that informality is not an underground phenomenon 

that needs to be eradicated with all the available means. In particularly in the case of C&W, 

there has been extensive efforts to improve and develop the cluster. However, as 

documented, a single organization hardly has all the needed resources and capabilities to 

confront the various challenges that informality and the formalization process entails.  

LIMITATIONS AND FURTHER RESEARCH  

Limitations 

Notwithstanding its contributions, the thesis also suffered of some limitations. The 

limitations are related to the interview sample and the single case study approach. Firstly, 

it has not been possible to extensively interview people external to the union, although the 

researched was looking for such opportunities. One of the main causes of not having been 

able to interview external members lies in not only the duration of the staying in the research 

field, but also on the unscheduled nature of informality. For instance, customers usually 
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show up unnuanced. In addition, AMA employee were supposed to collect taxes in March, 

yet at the time I left30 Accra they had not came. Interviews individuals such as public 

authorities and customer or suppliers could have enhanced the findings by providing a 

perspective on how such people perceived not only the union’s actions, but also the single 

entrepreneurs.  

Although the thesis has relied on analytical generalizability, another limitation is the 

use of a single case study. To elaborate, one of the rationales for choosing C&W as a single 

case study was the legal contestation over the land. Before initiating the data collection, I 

was not aware of the strong role that this contestation had on the cluster dynamics (e.g. 

NATUG as a main instrument of legitimation). This imply that the central role of NATUG 

could be a cause of the extreme challenges in relation to the land.  

Further Research 

This thesis opens several new lines of research. First and foremost, further researcher 

can use theoretical sampling to see whether the central role of NATUG was indeed a result 

of the extreme challenges. Secondly scholars can analyze in depth any of the arrows 

presented in the theoretical framework in figure 4. One particularly interesting and 

beneficial for practitioners is NATUG-Entrepreneurs. Enlightening this arrow, scholars can 

understand what are the mechanics that unions in the informal economy use not only to 

assure that the members are complying to the union’s prescriptions, but also to achieve a 

high level of participation. In so doing, researcher would explore how precarious the union 

position as broker is. In addition, this thesis has also found a new approach to legitimacy. 

That is the whispering strategy used by informal entrepreneurs. Researcher could explore 

this legitimation process in the formal economy. There is a sort of ethical ambiguity around 

studying the benefit of symbolic actions (Bundy & Pfarrer, 2015). As a counterstrategy, 

researchers could see whether the whispering is also used by formal firms and what it 

entails. Whispering, as a legitimation strategy, relies extensively on the role of networks for 

its diffusion. The importance of networks was not consider within my scope of research, but 

 
30 My return flight was at the end of April 
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is an aspect very much pronounced in several management studies in the informal economy 

(Ketchen Jr, et al., 2014). So far, the role of networks has not received direct attention from 

scholars, further research could approach this topic head on. Further research could also 

consider the role of NATUG not only as a legitimizing proxy but also as an institution. 

Under this perspective it would be interested to see how NATUG is bringing about changes 

in the environment. Moreover, institutions’ main function is that of reduce uncertainty. 

Scholars could see how the unions or other institutions devised by informal entrepreneurs 

are reducing uncertainty to its members. In addition, the thesis’s first theoretical framework 

was expecting to see skillful agency from single entrepreneurs in leveraging the inherent 

conflicts of institution polycentricity. However, the thesis has found and reflected in the 

revised theorical framework that informal entrepreneurs have outsourced such task to the 

union. Further research should investigate on the reasons this might have happened. Could 

have be because of transaction costs? Or was it GP’s forceful claims on the land that lead the 

entrepreneurs to enter survival mode? Or maybe, were the C&W entrepreneurs already 

looking on their own will to exit from the shadow?  

CONCLUSION 

The informal economy is not only a pervasive and resilient phenomenon in both developing 

and developed countries, but also an extremely fruitful research topic for management 

scholars. Indeed, this thesis propose a new legitimation strategy relying on the role of 

entrepreneurs’ networks. Moreover, it has demonstrated how informal entrepreneurs make 

use of formal organization to legitimize their activities in cognitive, moral, and as a result in 

regulatory terms. Implicit in this legitimation process is the role of the formal organization 

as a gateway to initiate a formalization process. The thesis reached this conclusion in the 

seven preceding chapters. 

The thesis started by motivating the research question—how do entrepreneurs in the informal 

economy legitimize their activities? — by showing the significance of the informal economy in 

the overall world economy and subsequently, by showing the central role of legitimacy in 

the informal economy. From this, the thesis reviewed the early theorizations around the 
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informal economy so as to emphasize the phenomenon complexity and elusiveness. It then 

discussed the recent theoretical development brought to light by management research. 

Attention was then shifted to literature in the formal economy for documenting the critical 

role of legitimacy for organizations. The literature review chapter concluded by presenting 

the theoretical framework that merged formal and informal economy literature. The 

framework served as a point of departure for the data collection process and for 

understanding the iterative abductive process that unfolded throughout this research.  

The methodology chapter explained the purpose of research in terms of both theory and 

policy development. It also motivated the reasoning behind choosing abductive reasoning 

as a research strategy and, moreover, it demonstrated how the abductive process unfolded 

in producing this master thesis. The thesis approach to investigate the research topic was an 

in-depth qualitative oriented single case study and the main rationale for this lies on the 

complexity of the phenomenon under investigation. The interrelations among the various 

dynamics at play in the research topic could have not been depicted as thoroughly as they 

have been with any other research technique. The thesis used both primary and secondary 

data. Primary data mainly consisted of interviews, while secondary data included both 

union’s document as well as newspapers and reports  produced from individals external to 

the union. The data analysis subchapter presented both the informal analysis, leading to 

formulate and pursue a sub research question, and the six steps of the formal analysis. The 

last subchapter documented the steps took by the researcher to ensure a satisfactory quality 

of research.  

The chapter related to the case study presentation gave background information on both the 

broader economic and social context on which C&W event unfolded. Particularly, Ghana 

has a multiplicity of both formal and informal institutions, a troubled governmental history 

and an unsystematic enforcement of laws, resulting in a conducive environment for the 

informal economy. Indeed, in Ghana the informal economy employs about 88% of the 

workforce. Following, there is a brief introduction to C&W with the purpose to introduce 

the actors of the case study. In a narrative form, the findings section report that informal 

entrepreneurs use a legitimation strategy in which they whisper their appropriateness 
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across their networks. Nonetheless, they use a formal organization to respond to legitimacy 

challenges and legitimize their activities in moral, cognitive terms. Legitimacy, however, is 

negotiated between focal entity and constituents, thus in legitimizing C&W on the eyes of 

the public administration, NATUG’s members are embarking on a process of formalization, 

and thereby the informal entrepreneurs are gaining regulatory legitimacy. 

The discussion chapter framed the case specific findings in broader terms to present 

theoretical and practical implication of the case. Theoretically speaking, the findings lead to 

an emergent and parsimonious theoretical framework that emphasizes the brokering role 

of NATUG. Additionally, the thesis highlights the role of networks in the informal economy 

and contributes to the broader institutional theory literature by showing how symbolic and 

substantive management complements each other and how the legitimation process 

presents multiple legitimacy thresholds in regard not only to the legitimation opportunities, 

but also to the constituents involved. Practically speaking, the thesis shows the importance 

of union labors in organizing the informal sector and in fostering formalization. However, 

Policy makers also need to be aware of the challenges of such powerful position as mediator 

between informal entrepreneurs and institutions.      

Finally, the thesis limitations and new avenue of research are described. The of the thesis 

limitations concerns the single case study design and the unfortunate and out of the 

researcher hands lack of opportunities to systematically interview non-union members. 

Investigating a under researched topic, this thesis opens several new avenues of research. 

Noteworthy are the prominent, yet understudied by management scholar, role of network, 

the study of whispering as legitimation tactic in the formal economy and the further test of 

the emergent theoretical framework of legitimacy in the informal economy. 
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APPENDIX 

 Appendix 1 – Summary table of interviews 

 

Date Type of 
Business 

Role in the 
NATUG 

Arrival 
in C&W 

Main Interview Topics Duration 

5/4/19 None General 
Secretary 

2014 History of C&W, Role of 
NATUG in C&W 
Informal Sector in 

Ghana, Land Litigation 

3hrs 

10/4/19 Welder; 
Sprayer 

Zone 1 
Leader and 

National 
Executive; 

Union 
Member 

2001;2001 History of C&W, Land 
Litigation, Creation 

Process of   NATUG, 
Role of NATUG in 

C&W, Specifics of their 
Business 

1:40h 

10/4/19 Plastic 
Recycle 

Vice 
Chairman 

1999 History of C&W, Plastic 
Recycle Business, his 
business, criminals in 
C&W, role of chiefs 

1:24h 

10/4/19 Plastic 
Recycle 

Vice 
Chairman & 

National 
Executive 

1999 NATUG Structure and 
his role, Land Litigation, 

promotion of NATUG 

30m 

11/4/19 Plastic 
Recycle 

Trustee & 
National 
Executive 

2015 His Role in NATUG, 
Union Structure in 

Ghana, Training and 
Education, Negotiation 

with public 
administration 

56m 

11/4/19 None General 
Secretary 

2014 Pension & Insurance in 
the informal sector, 

Process of Union 
Creation, Clarifications 

on Land Litigation 

1:08h 

12/4/19 Mechanic Zone 4 
Leader and 

National 
Executive 

2010 Negotiation with public 
administration, his 

Business, His Role in 
NATUG, Education and 

Training, chiefs, 
criminals in C&W 

1:38h 
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Date Type of 
Business 

Role in the 
NATUG 

Arrival 
in C&W 

Main Interview Topics Duration 

12/4/19 Mechanic Disciplinary 
Committee 

2005 Disciplinary committee 
function, Promotion of 

NATUG 

34m 

16/4/19 Plastic 
Recycle 

Zone 5 
Leader, 

2006 His role in NATUG, his 
Business 

30m 

16/4/19 Plastic 
Recycle 

Zone 6 
Leader, 

National 
Executive 

2006 History of C&W, 
Negotiation with Public 

Administration 

25m 

17/4/19 Plastic 
Recycle; 
Plastic 
Recycle 

Members; 
Members 

2014 His Business, 
Negotiation with Public 

Administration 

1:10h 

18/4/19 Mechanic Zone 2 
Leader, 

National 
Executive 

n.a. Negotiation with Public 
Administration, his 
Business, Pension, 

Education and training 

1:05m 

18/4/19 Plastic 
Recycle 

Zone 6 
Leader, 

National 
Executive 

2006 Negotiation with Public 
Administration, His 

business 

39m 

18/4/19 Mechanic Zone 3 
Leader, 
national 

executive 

2010 Chiefs, Land Litigation, 
Negotiation with public 
administration, his role 
in NATUG, education 

and training 

1:18h 

23/04/1
9 

Sprayer Member 2005 His business, 
negotiation with public 

administration, 
Criminals in C&W 

30m 

23/4/19 Mechanic Member 2006 His business, 
negotiation with public 

administration 

17m 

24/4/19 Mechanic Zone 4 
Leader and 

National 
Executive 

2010 Criminals in C&W, 
negotiations with public 

administration, 
education and training 

22m 

24/4/19 Mechanic Disciplinary 
Committee 

2005 Clarification on 
committee role, 

negotiation with public 
administration, his 

business 

42m 
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Date Type of 
Business 

Role in the 
NATUG 

Arrival 
in C&W 

Main Interview Topics Duration 

24/4/19 Filling 
Tankers 

Member 2011 His business, Safety,  38m 

25/4/19 Pension 
Worker 

n.a. Located 
in C&W 
in 2016 

Pension Functioning, 
role of NATUG in 

promoting the pension 

17m 

25/4/19 Welder Zone 1 
Leader and 

National 
Executive; 

Union 
Member 

2001 Education and training, 
Negotiations with 

public administration 

14m 

26/4/19 Plastic 
Recycle 

Trustee & 
National 
Executive 

2015 TUC role, negotiation 
with public 

administration, his 
business 

29m 

26/4/19 n.a. General 
Sectrtary 

2014 TUC role, negotiation 
with public 

administration 

1:09h 
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Appendix 2 – Excerpt of NATUG Constitutions and By-Laws  
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Appendix 3 – Interlocutory Injunction Order  
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Appendix 4 – Excerpts from the Petition to the President 
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Appendix 5 – Reminder of Petition to the President 
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Appendix 6 – Letter of Acknowledgement of Receipt 

 

 


