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The purpose of thisreport isto provide astatistical
picture, using the available data, of the informal
economy worldwide. The statistics and indicators
presented in this book are designed to give awide
audience of users a better understanding of the
size, components and characteristics of the
informal economy. Such information is essential
informulating policies and programmes at national
and international levels to promote decent condi-
tions of work aswell as contribute to poverty erad-
ication.

The statistics in the report were analysed and
presented according to a new conceptual frame-
work for the informal economy proposed in the
report on Decent Work and the Informal Economy
for general discussion at the 90th Session of the
International Labour Conference, Geneva June
2002. The resulting analysis shows the feasibility
and usefulness of the framework as a basisfor the
development of statistics and for policy analysis.
Notably, in the three countries featured as case
studies, the main elements in the framework were
aready being implemented in their most recent
surveys. However, the report also clearly shows
that much still needs to be done to develop and
harmonise statistics on all components of employ-
ment in the informal economy.

Wbmen and Men in the Informal Economy was
written by ateam of consultants working with the
Task Force and team members of the I nternational
Labour Office responsible for preparation of the
report on Decent Work and the Informal Economy.
The co-authors of the report and co-directors of the
project that produced it were Martha Chen,

Harvard University, and Joann Vanek, recently
retired from the United Nations Statistics Division.
Jacques Charmes, University of Versailles,
prepared the international data on employment in
and contribution of the informa economy.
Margarita Guerrero, United Nations Statistical
Institute for Asia and the Pacific, provided statis-
tical advice in all aspects of the project including
table design and preparation of the final tables.
Francoise Carré, Radcliffe Institute for Advanced
Study, and Joaquin Herranz, Massachusetts
Institute of Technology, prepared the report on
non-standard work in developed countries. The
country case studies were prepared by Debbie
Budlender, the Community Agency for Social
Enquiry, and Peter Buwembo and Nozipho
Shabala, Statistics South Africa (South Africa);
Rodrigo Negrete, National Institute of Statistics,
Geography and Information and Mercedes
Pedrero, National Autonomous University of
Mexico (Mexico); and Jeemol Unni, Gujarat
Institute of Development Research (India).
Technical advice was also provided by Richard
Anker, Ralf Hussmanns, Eivind Hoffmann and
AdrianaMata of the ILO and Grace Bediako of the
United Nations Statistics Division. Production
assistance was provided by Joanna Jackson, ILO,
and Marais Candi, Harvard University; and
administrative assistance was provided by
Sasithorn Santiwongsakul, ILO.

Thisreport was prepared under the supervision
of Lin Lean Lim and funded by the Gender
Promotion Programme (GENPROM).
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Size of the Informal Economy

Informal employment comprises one half to
three-quarters of non-agricultural employment
in developing countries: specifically, 48 per
cent of non-agricultural employment in North
Africa; 51 per cent in Lain America; 65 per
cent in Asia; and 72 per cent in sub-Saharan
Africa. If South Africais excluded, the share
of informal employment in non-agricultural
employment risesto 78 per cent in sub-Saharan
Africa. If data were available for additional
countries in Southern Asia, the regional
averagefor Asiawould likely be much higher.
Some countries include informal employment
in agriculture in their estimates of informal
employment. In these countries the inclusion
of informal employment in agriculture
increases significantly the proportion of
informal employment: from 83 per cent of
non-agricultural employment to 93 percent of
total employment in India; from 55 per cent
to 62 per cent in Mexico; and from 28 per cent
to 34 per cent in South Africa.

Three categories of non-standard or atypical
work — self-employment, part-time work, and
temporary work — comprise 30 per cent of
overall employment in 15 European countries
and 25 per cent of tota employment in the
United States. Although not all self-employed,
part-time workers, and temporary workers are
informally employed, the majority receivefew
(if any) employment-based benefits or protec-
tion. In the United States, for instance, less
than 20 per cent of regular part-time workers
have employer-sponsored health insurance or
pensions.

Components of the Informal
Economy

Informal employment is comprised of both
self-employment in informal enterprises (i.e.,
small and/or unregistered) and wage employ-

ment in informal jobs (i.e., without secure
contracts, worker benefits, or social protec-
tion). In all developing regions, self-employ-
ment comprises a greater share of informal
employment (outside of agriculture) than wage
employment: specifically, self-employment
represents 70 per cent of informal employment
in sub-Saharan Africa, 62 per cent in North
Africa, 60 per cent in Latin America, and
59 per cent in Asia. Excluding South Africa,
where black-owned bus nesses were prohibited
during the apartheid eraand have only recently
begun to be recognised and reported, the share
of self-employment in informal employment
increasesto 81 per cent in sub-Saharan Africa.
Self-employment represents nearly one-third
of total non-agricultural employment world-
wide. It islessimportant in developed coun-
tries (12 percent of total non-agricultural
employment) than in developing countries
where it comprises as much as 53 per cent of
non-agricultural employment in sub-Saharan
Africa, 44 per cent in Latin America, 32 per
cent in Asia, and 31 per cent in North Africa
Informal wage employment is also significant
in the developing world: comprising 30 to
40 per cent of informal employment (outside
of agriculture). Informal wage employment is
comprised of employees of informal enter-
prises as well as various types of informal
wage workers who work for formal enter-
prises, households, or who have no fixed
employer. These include casual day labourers,
domestic workers, industrial outworkers
(notably homeworkers), undeclared workers,
and part-time or temporary workers without
secure contracts, worker benefits, or social
protection.

Non-standard wage employment, much of
which is informal, is significant in the devel-
oped world. In 1998, part-time work repre-
sented 14 per cent of total employment for the
Organization for Economic Co-operation and
Development (OECD) countries as a whole
and more than 20 per cent of total employment
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in eight of these countries. In the countries of
the European Union, temporary work
comprises 11 per cent of total employment.
Comparable data on other categories of non-
standard wage work that are even more likely
to be informal in nature — namely, contract
work, industrial outwork, and casual day
labour - are not available.

Home-based workers and street vendors are
two of the largest sub-groups of the informal
workforce: with home-based workers the
more numerous but street vendors the more
visible of thetwo. Taken together they repre-
sent an estimated 10-25 per cent of the non-
agricultural workforce in devel oping countries
and over 5 per cent of the total workforcein
developed countries.

Women and Men in the Informal
Economy

Informal employment is generally a larger
source of employment for women than for men
in the developing world. Other than in North
Africa where 43 per cent of women workers
are in informal employment, 60 per cent or
more of women workers in the developing
world are in informal employment (outside

agriculture). In sub-Saharan Africa, 84 per
cent of women non-agricultural workers are
informally employed compared to 63 per cent
of male non-agricultural workers; in Latin
America58 per cent for women in comparison
to 48 per cent for men. InAsia, the proportion
of women and men non-agricultural workers
ininformal employment isroughly equivalent.
Although women’s labour force participation
rates are lower than men’s, the limited data
available point to the importance of womenin
home-based work and street vending in devel -
oping countries: 30-90 per cent of dreet
vendors (except in societies that restrict
women’s mobility); 35-80 per cent of all
home-based workers (including both self-
employed and homeworkers); and 80 per cent
or more of homeworkers (industrial
outworkers who work at home).

Although women'’s labour force participation
rates are lower than men’'s, women represent
the vast majority of part-time workers in
many developed countries. In 1998, women
comprised 60 per cent or more of part-time
workersin all OECD countries reporting data.
Women' s share of part-time work for specific
countrieswas as high as 98 per cent in Sweden,
80 per cent in the United Kingdom, and 68 per
cent in both Japan and the United States.



1. THE INFORMAL ECONOMY

Informal Workers

Street vendors in Mexico City; push-cart vendors
in New York city; rickshaw pullers in Calcutta;
jeepney drivers in Manila; garbage collectorsin
Bogoté; and roadsde barbers in Durban. Those
who work on the streets or in the open-air are the
more visible occupational groups in the informal
economy. The streets of cities, towns, and villages
in most devel oping countries—and in many devel-
oped countries - are lined by barbers, cobblers,
garbage collectors, waste recyclers, and vendors of
vegetables, fruit, meat, fish, snack—foods, and a
myriad of non—perishable itemsranging from locks
and keys to soaps and detergents, to clothing. In
many countries, head- oaders, cart pullers, bicycle
peddlers, rickshaw pullers, and camel, bullock, or
horse cart drivers jostle to make their way down
narrow Vvillage lanes or through the maze of cars,
trucks, vans, and buses on city streets.

But the informal economy also includes activ-
ities and workers that are less visible and, even,
invisible. Less visible informal workers work in
small shops and workshops. On the street corners
of most cities, towns, or villages, even in residen-
tial areas, are countless small kiosks or stalls that
sell goods of every conceivable kind. Down the
crowded lanes of most cities, towns, or villagesare
small workshops that repair bicyclesand motorcy-
cles; recycle scrap meta ; make furniture and metal
parts; tan leather and stitch shoes; weave, dye, and
print cloth; polish diamonds and other gems; make
and embroider garments; sort and sdll cloth, paper,
and metal waste; and more.

The least visible informal workers, the
majority of them women, sell or produce goods
from their homes: garment makers; embroiderers;
incense-stick rollers; cigarette—rollers; paper bag
makers; kite makers; hair band makers; food
processors; and others. Theseleast visibleworkers
are not confined to deve oping countries. Home-
based workers are to be found around the world,
including: garment workers in Toronto; embroi-
derers on the island of Madeira; shoemakers in
Madrid; and assemblers of electronic parts in

Leeds. Some of these home-based workers work
on their own account, while others work on a
piece-rate basis for a contractor or afirm.

Other categories of informa work are common
in both devel oped and devel oping countries: casual
workers in restaurants and hotels; sub-contracted
janitors and security guards; casual or day
labourers in construction and agriculture; piece-
rate workers in sweatshops; and temporary office
helpers or off-site data processors. Most workers
in all of these categories of work are informally
employed, without secure contracts, worker bene-
fits, or social protection.

Conditions of work and the level of earnings
differ markedly among those who scavenge on the
streets for rags and paper, those who produce
garments on a sub—contract from their homes,
those who sell goods on the streets, and those who
work as temporary data processors. Even within
countries, the informal economy is highly
segmented by location of work, sector of the
economy, and status of employment and, across
these segments, by social group and gender. But
most workers in the informal economy share one
thing in common: the lack of formal labour and
social protection.

The Informal Sector

Discovery of the Informal Sector

It waswidely assumed during the 1950s and 1960s
that, with the right mix of economic policies and
resources, poor traditional economies could be
transformed into dynamic modern economies. In
the process, the traditional sector comprised of
petty traders, small producers, and a range of
casual jobs would be absorbed into the modern
capitalist — or formal — economy and, thereby,
disappear. This perspective was reinforced by the
successful rebuilding of Europe and Japan after
World War 1l and the expansion of mass produc-
tion in Europe and North America during the 1950s
and 1960s. By the mid-1960s, however, the opti-
mism about the prospects for economic growth
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in developing countries began to give way to
concerns about persistent widespread unemploy-
ment. Reflecting this concern, the International
Labour Organization (ILO) mounted a series of
large multi-disciplinary “ employment missions”
to various developing countries. The first of these
wasto Kenyain 1972.

The Kenya employment mission, through its
fieldwork and inits official report, recognised that
the traditional sector had not just persisted but
expanded to include profitable and efficient enter-
prises aswell as marginal activities.* To highlight
this fact, the Kenya mission chose to use the term
“informal sector” rather than “traditional sector”
for the range of small-scale and unregistered
economic activities. Thisterm had been coined the
year before by a British economist, Keith Hart, in
his 1971 study of economic activities in urban
Ghana.?

Debates about the Informal Sector

Although both Hart and the Kenya mission team
were very positive about the informal sector —
noting its efficiency, creativity, and resilience—the
concept received a mixed review in development
circles. Many observers subscribed to the notion
that theinformal sector wasmarginal or peripheral
and not linked to the formal sector or to modern
capitalist development. Some of these observers
continued to believe that the informal sector in
Kenya, Ghana, and other developing countries
would disappear once these countries achieved
sufficient levels of economic growth or modern
industrial development. Other observers argued
that industrial development might take a different
pattern in developing countries — including the
expansion of informal economic activities- than it
had in developed countries.

By the 1980s, the focus of the informal sector
debate expanded to include changes that were
occurring in advanced capitalist economies.
Increasingly, in both North America and Europe,
production was being reorganised into small-scale,
decentralised, and more flexible economic units.
Mass production was giving way to “flexible
specialisation” or, in some contexts, reverting to
sweatshop production.® These new patterns of
capitalist development were (and are still) associ -
ated with the informalisation of employment rela
tions — standard jobs being turned into non-stan-
dard or atypical jobs with hourly wages but few
benefits or into piece-rate jobs with no benefits -
and with sub-contracting the production of goods
and services to small-scale informal units and
industrial outworkers. In the process, the informal

economy becomes apermanent, abeit subordinate
and dependent, feature of capitalist devel opment.*

Meanwhile, in the 1980s, the economic crisis
in Latin America served to highlight another
feature of the informal sector: namely, that
employment in the informal sector tends to grow
during periods of economic crisis.® In the Asian
economic crisisadecade or morelater, millions of
people who lost formal jobs in the former East
Asian Tiger countries tried to find jobs or create
work intheinformal economy.®Meanwhile, struc-
tural adjustment in Africaand economic transition
in the former Soviet Union and in Central and
Eastern Europe were aso associated with an
expansion of employment in theinformal economy.
Why does employment in the informal economy
tend to expand during periods of economic adjust-
ment or transition? When private firms or public
enterprises are downsized or closed, retrenched
workers who do not find aternative formal jobs
have to turn to the informal economy for work
because they cannot afford to be openly unem-
ployed. Also, in response to inflation or cutbacks
in public services, househol ds often need to supple-
ment formal sector incomeswith informal earnings.

During the1990s, globalisation of the economy
contributed to the informali sation of the workforce
in many industries and countries.” Whereas glob-
alisation generates new jobs and new markets,
availabl e evidence suggeststhat not al thejobs are
“good” jobs and that the mos disadvantaged
producers have not been able to seize new market
opportunities. This is because global competition
erodes employment relations by encouraging
formd firmsto hire workersat low wages with few
benefits or to sub-contract (or out-source) the
production of goods and services?; and globd inte-
gration reduces the competitiveness of many
informal firms or self-employed producers vis-a-
visimported goods (in domestic markets) and vis-
a-vislarger, moreformal firms (in export markets).

Satistics on the Informal Sector

At the 1991 International Labour Conference, the
informal sector was the topic for tripartite debate.
Thiswasthefirst timethat theinformal sector was
featured asamajor agendaitemin an international
conference.® The 1991 tripartite debate reinforced
the growing interest in statistics on the informal
sector within the ILO Bureau of Statistics and
among the members of the Internationd
Conference of Labour Statisticians (ICLS). In
1992, the ILO Bureau of Statistics prepared a
report on “ Statistics on Employment in the
Informal Sector” asthe basisfor discussion at the
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International Conference of Labour Statisticians
(ICLS) meeting the following year. The 1993 ICLS
adopted an international statistical definition of the
“informal sector” that, subsequently, wasincluded
in the revised International System of National
Accounts (1993 SNA).

In order to be cond stent with theframework of
the System of National Accountsand providefor a
separate accounting of Gross Domestic Production
(GDP) in the informal sector, the definition was
based on production units or enterprises rather than
on employment relations.* The 1993 | CL S defined
theinformal sector as all unregistered or unincor-
porated enterprises below a certain size, including
: micro-enterprises owned by informa employers
who hire one or more employees on a continuing
basis; and own-account operations owned by indi-
viduals who may employ contributing family
workers and employees on an occasional basis
(seebox on 1993 | CL Sdefinition of theinformal
sector).

However, the Conference of Labour
Statisticians also recognised that an enterprise-
based definition would not capture al dimensions
of informal employment. The Conference recom-
mended that further work was needed on the
employment-based dimensions of informality.

The Informal Economy

The concept of the informal sector has been
debated sinceits“ discovery” inAfricain the early
1970s. Nevertheless, it has continued to be used by
many policy makers, labour advocates, and
researchers because the reality it seeks to capture
— the large share of the globa workforce that

remains outside the world of full-time, stable, and
protected employment — continues to be important
and probably has been increasing over time. At
present, there is renewed interest in informal work
arrangements. This current interest stemsfrom the
fact that informal work arrangements have not only
persisted and expanded but have also emerged in
new guises and unexpected places.

New Term and Expanded Concept

In recent years, some policy makers, activists, and
researchers - both within and outside the ILO —
have started to use the term “informal economy”
for a broader concept that incorporates certain
types of informal employment that were not
included in the 1993 international statistical defi-
nition of the “ informal sector”. They seek toincor-
porate in this concept the whole of informality -
including both enterprise and employment rela
tions - as manifested in industrialised, transition,
and developing economies.

This shift toward an expanded concept of the
“informal economy” reflects arethinking of some
of the key assumptions regarding the so-called
“informal sector”. Those involved in the current
rethinking, both within and outside the ILO, seek
to incorporate the real world dynamics in labour
markets today — particularly the employment
arrangements of low-income workers. Key
elements of this alternative framework are
summarised below :

m What Is Not the Informal Economy:
Historically, the informal sector was defined
largely in opposition to the formal sector: as
the sum total of all income-earning activities
outside of legally regulated enterprises and
employment relations. But thisistoo inclusive

employees on an occasional basis; and

1993 ICLS Definition of the Informal Sector

The Resolution concerning Statistics of Employment in the Informal Sector, adopted by the
Fifteenth International Conference of Labour Statisticians in 1993, defined the informal sector as
follows: The informal sector is regarded as a group of household enterprises or unincorporated
enterprises owned by households that includes:

* informal own-account enterprises, which may employ contributing family workers and

® enterprises of informal employers, which employ one or more employees on a continuous basis.

The enterprise of informal employers must fulfil one or both of the following criteria: size of
unit below a specified level of employment, and non-registration of the enterprise or its employees.

This framework proposed by the ICLS Resolution allows countries to adapt the basic opera-
tional definition and criteria to their specific circumstances. In particular, flexibility is allowed with
respect to the upper limit on the size of employment; the introcﬁJcﬁon of additional criteria such as
non-registration of either the enterprise or its employees; the inclusion or exclusion of professionals
or domestic employees; and the inclusion or exclusion of agriculture.

Source:: ILO Report of the Fifteenth International Conference of Labour Statisticians, Geneva 1993.
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a definition. As defined and used here, the
informal economy is distinguished from the
following:

— Forma Economy: By definition, the
informal economy is understood to be
outside the world of regular, stable, and
protected employment and of legally regu-
lated enterprises.

— Crimina Economy: The informal economy
should not be confused or conflated with the
crimina economy. While production or
employment arrangements in the informal
economy are often semi-legal or illegal, the
informal economy produces and distributes
legal goods and services. In contrast, the
criminal economy deasinillega goodsand
services.

— Reproductive or Care Economy: The repro-
ductive or care economy — comprised of
unpaid domestic work and care activities —
is also not part of the informal economy.
This is because the informal economy is
defined as part of the market economy: that
is, as producing goods and services for sale
or some other form of remuneration.

What Is the Informal Economy: In the

expanded conceptual framework the informal

economy is seen as comprised of informal
employment (without secure contracts, worker
benefits, or social protection) both inside and
outside informal enterprises (see box on

A Conceptual Framework: The Informal

Economy):

— Informal  Employment in Informal
Enterprises (small unregistered or unincor-
porated enterprises), including: employers,
employees, own account operators, and
unpaid family workers in informal enter-
prises.*

— Informal Employment outside Informal
Enterprises (for forma enterprises, for
households, or with no fixed employer),
including: domestic workers, casual or day
|abourers, temporary or part-timeworkers,®
industrial outworkers (including home-
workers), and unregistered or undeclared
workers.

What Characterises|nformal Employment:

Under the expanded concept, informal employ-

ment is understood to include all remunerative

work — both self-employment and wage
employment - that isnot recognised, regulated,
or protected by existing legal or regulatory
frameworks and non-remunerative work
undertaken in an income-producing enterprise.

Most informal workers — including both self-
employed and wage workers — are deprived of
secure work, worker’ s benefits, social protec-
tion, and representation or voice. The self-
employed have to take care of themselves and
their enterprises. Moreover, they often face a
competitive disadvantage vis-avis larger
formal firmsin capital and product markets.
Informal wage workers also have to take care
of themselves as they receive few (if any)
employer-sponsored benefits. Moreover, both
groups receive little (if any) legal or social
protection. As a result of these and other
factors, a higher percentage of peopleworking
in the informal economy, compared to those
working in the formal economy, are poor.
Continuum of Economic Reations:
Historically, many observers considered the
informal and formal sectors as two distinct
economic sectors without direct links to one
another. The reality ismore complex. To begin
with, production, distribution, and employment
relations tend to fall at some point on a
continuum between “ formal” relations (i.e.,
regulated and protected) at one pole and
“informal” relations (i.e., unregulated and
unprotected) at the other. Moreover, the more
formal and the more informal parts of the
economy are often dynamically linked. For
instance, many informal enterprises have
production or distribution relationswith forma
enterprises: supplying inputs, finished goods,
or services to each other either through direct
transactions or sub-contracting arrangements.
Also, many formal enterprises hire wage
workers under informal employment relations:
for example, many part-time workers, tempo-
rary workers, and industrial outworkers work
for formal enterprises through contracting or
sub-contracting arrangements.

Segmentation of the Informal Economy:
The informal economy consists of a wide
range of informal enterprises and informal
jobs. Despiteits heterogeneity, there are mean-
ingful ways to classify its component
segments, including: by type of economic unit
and by employment status. Informal enter-
prises consist of micro-enterprises (with an
employer plus some employees), family busi-
nesses (with an owner operator and, some-
times, unpaid family workers), and own
account operations (with an individual owner
operator). Informa employment relations
consist of employees of informal enterprisesas
well as domestic workers without a regular
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of informal sector)

A Conceptual Framework: The Informal Economy
Jobs by status in employment
Production Contributing Members
units by Own-account Employers family Employees of producers’
type workers workers cooperatives
Informal | Formal | Informal | Formal Informal | Informal | Formal | Informal | Formal
Formal
sector 1 2
enterprises
Informal
sector 3 6 7
enterprises"
Households®! 9 10

© As defined by the Fifteenth International Conference of Labour Statisticians in 1993 (see box on 1993 ICLS definition

® Households producing goods for their own final use and households employing domestic workers.

Dark blue cells refer to jobs that by definition do not exist in the type of production unit in question.

Light blue cells refer to jobs which exist in the type of production unit in question but which are not
relevant to our concerns.

The unshaded cells are the focus of our concern - they refer to types of jobs that represent the
different segments of the informal economy.

Cells 1 and 5: Contributing family workers: no contract of employment and no legal or social
protection arising from the job, in formal enterprises (cell 1) or informal enterprises (cell 5).
(Contributing family workers with a contract of employment, wage, social protection, etc. would
be considered employees in formal employment).

Cells 2 and 6: Employees who have informal jobs whether employed by formal enterprises
(cell 2) or informal enterprises (cell 6).

Cells 3 and 4: Own-account workers (cell 3) and employers (cell 4) who have their own informal
enterprises. The informal nature of their jobs follows oﬁrectly from the characteristics of the enter-
prise they own.

Cell 7: Employees working in informal enterprises but having formal jobs. (This may occur, for

(Geneva 2002).

example, when enterprises are defined as informal using size as the only criterion).

Cell 8: Members of informal producers’ cooperatives.

Cell 9: Producers of goods for own final use by their household (e.g. subsistence farming).
Cell 10: Paid domestic workers employed by households in informal jobs.

Source: ILO, Decent Work and the Informal Economy Report VI, International Labour Conference, 90th Session,

contract, casual day labourers without a fixed
employer, temporary workers who get work
through an agency, part-time workers for a fixed
employer, industrial outworkers for formal or
informal firms (and their intermediaries), and
unregistered or undeclared workers.

Why Improve Statistics on the
Informal Economy?

Changing employment arrangements — associated
with economic growth, transition or crisisand with
global integration and competition — require not
only new ways of conceptualising the informal

economy but al so new approachesto measuring its
size and contribution and to classifying those who
work in it. How can one predict and model
economic performance if a large share of total
output is not adequately measured and valued? Or
how can one predict and model labour market
behaviour if amajor ssgment of thetota workforce
isnot adequately measured or understood? L abour
statistics and national accounts need to more
adequately capture and measure the size and
contribution of the total economy, including the
informal economy.

Current debates on poverty focus largely on
human capabilitiesto the relative neglect of market
opportunities. How can one understand and
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address poverty without having better statistics on
the income sources, the income levels, and the
financial risks of those who are poor? Thereis a
link — although not a complete overlap — between
working in the informal economy and being poor.
This is because those who work in the informal
economy are generally not covered by labour legis-
lation or social protection and earn less, on
average, than workers in the formal economy.
However, there is no simple relationship between
working in the informal economy and being poor
or working in the forma economy and escaping
poverty. In many countries, male owner operators
of micro-enterprises earn more, on average, than
low-skilled workers in the formal economy. In
most countries, women homeworkers earn way
below the minimum wage.** The link between
working in the informal economy and being poor,
especialy inthe lowest-return activities, is stronger
for women than for men.

To focusthe atention of economistsand policy
makers on the links between informality and
growth, statistics on the size and contribution of
the informal economy are needed. To focus the
attention of policy makers and academics on
employment opportunities and employment
arrangements as a key determinant of poverty,
stati gtics on the links between informality, poverty,
and gender are aso needed.

User-Producer Collaboration to
Improve Statistics on the Informal
Economy

Under theinternational statistical system, directed
by the United Nations Statistical Commission, the
International Labour Office has responsibility for
setting standardsrelating to the collection of labour
force statistics and for compiling and publishing
official labour force statistics from around the
world. As part of this mandate, the ILO’s Bureau
of Statistics has played a lead role in developing
methods for the collection of data on employment
intheinformal sector, in compiling and publishing
officid statisticsinthisarea, and in providing tech-
nical assistance to national statistical offices to
improvetheir data collection on employment inthe
informal sector.

During the late 1990s, activists organising
informal workers began collaborating with
researchers and statisticians to improve statistics
on the informal economy. In lobbying for appro-
priate policies, activists need improved statistics
on the informa economy as a whole and on

specific categories of informal workers. For
instance, in 1995, the Self-Employed Women’'s
Association (SEWA) of Indiaand the international
alliance of home-based workers (called HomeNet)
needed statistics on homework worldwide for use
in their lobbying efforts for an international
convention on homework. The researchers, who
were asked to collect statistics on homework,
found that only seven countries in the world —
Morocco, Japan, and five countriesin Europe— had
the category of homework in their official labour
force statistics. ™ Because so few official statistics
were available, the researchers collected and anal -
ysed available datafrom micro-surveys around the
world.* The statistics they collected helped to
convince government and worker delegations to
the International Labour Conference that home-
workers were a significant part of the workforce,
especially in key export industries. The Home
Work Convention (No. 177) was passed in 1996.

In 1997, recognising the importance of the
joint action of activists, researchers, and statisti-
cians, representatives of SEWA and HomeNet
joined other experts on the informal economy
to form a global network called Women in Infor-
mal Employment: Globalizing and Organizing
(WIEGO). One of WIEGO's five programme
themesisto improve and devel op statistics on the
informal economy. Inimplementing thisobjective,
the statisticians and researchers in the WIEGO
network work closely with the International
L abour Organization, the United Nations Statistics
Division and the International Expert Group on
Informal Sector Statistics, known as the Delhi
Group.

That same year, SEWA started acollaborative
research project on the informal economy in India
with the National Council of Applied Economics
Research (NCAER) and the Gujarat Institute of
Development Research. Among other studies, this
project included a study on the size and contribu-
tion of the informal economy in Ahmedabad city
that compared official data with the results of a
specia sample survey. Convinced by this study of
the desirability and feasibility of better capturing
the informal economy in national sample surveys,
the National Sample Survey Office (NSSO) of the
Government of India commissioned the principle
investigator of the Ahmedabad study to assist the
NSSO to design special modules to measure the
rural and urban informal economy. These modul es
were administered in the 1999-2000 round of the
national sample survey; the findings are reported
in the case study of India (see Chapter 3).



The Informal Economy

During the late 1990s, other countries aso
undertook major new initiatives to collect data on
theinformal sector and theinformal economy. For
example, South Africaand Mexico - the two other
countries featured as case studies in Chapter 3 -
encouraged strong user- producer collaborationsto
develop new surveys to measure the informal
economy. In the case of South Africa, the effort to
better measure the informal economy was part of
a larger effort to develop the post-apartheid
national statistical system. In the case of Mexico,
the effort to better measure the informal economy
was part of a larger effort to monitor the impact
of the North America Free Trade Agreement
(NAFTA) and on-going privatisation of the
economy.

Meanwhile, in 1997, the UN Statistics
Commission formed an Internationa Expert Group
on Informal Sector Statistics, called the Delhi
Group. The convenors of the Delhi Group have
invited the stakeholdersin these variousinitiatives

NOTES

—including the user groups - to participate in the
Delhi Group meetings. These meetings have
provided an important international forum for the
discussion and dissemination of the innovative
methods and new data coming out of these initia-
tives. In collaboration with the ILO, the members
of the Delhi Group have encouraged the rethinking
of theinformal economy.

This booklet reflects the joint action of
activists, researchers, and datisticians at the
national and international levelsto improve statis-
tics on the informal economy. All of the contribu-
tors to this booklet have worked with one or more
of these initiatives. For thefirst time, the key find-
ings from these and other recent initiatives are
being presented in a single publication which
provides a statistical picture of the informal
economy worldwide. It is only a beginning,
however. As detailed in Chapter 4, a great deal
more work is needed to generate the data required
for improving policies on the informal economy.

* International Labour Office, Employment, Incomes and Equality: A Strategy for Increasing Productive Employment in Kenya (Geneva, 1972).
2 Keith Hart, “Informal Income Opportunities and Urban Employment in Ghana’, The Journal of Modern African Sudies Vol. 11, No. 1, pp.

61-89 (1973).

3 Michael Piore and Charles Sabel, The Second Industrial Divide (New York, Basic Books, 1984).
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(Batimore, John Hopkins University Press, 1989).

® Victor Tokman, ed., Beyond Regulation: The Informal Economy in Latin America (Boulder, Colorado, Lynne Rienner Publishers, 1992).
® Eddy Lee, The Asian Financial Crisis: The Challenge for Social Policy (Geneva, International Labour Organization,1998).

7 Guy Standing, Global Labour Flexibility: Seeking Distributive Justice (New York, St. Martin's Press, 1999).

8 Dani Rodrik, Has Globalization Gone too Far ? (Washington, D.C., Ingtitute for International Economics, 1997).

° Paul E. Bangasser, The ILO and the Informal Sector: An Institutional History, ILO Employment Paper, No. 2000/9.
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this reason, the 1993 ICL S definition of the informal sector includes all employment, both formal and informal, inside informal enterprises.
Formal employment within informal enterprisesis arelatively rare phenomenon. In line with the expanded concept of informal economy, the
term “informal enterprises’ is used in this report instead of “informal sector” except in two sections. The term “informal sector” is used in the
section on contribution to GDP in Chapter 2A in conformity with the framework used to distinguish the contribution of the informa sector
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economy (see Chapter 2 Developed Countriesfor adiscussion of the benefits of temporary and part-time workers).
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S.V. Sethuraman, Gender, Informality and Poverty, (Washington, D.C., The World Bank, 1998); Martha Chen and Donald Snodgrass, Managing
Resources, Activities, and Risk in Urban India: The Impact of SEWA Bank”, (Washington, D.C., USAID, 2001).
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6 Martha Chen, Jennefer Sebstad, and Lesley O'Connell, “ Counting the Invisible Workforce”, World Development, Vol. 27, No. 3,
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2, STATISTICS ON THE INFORMAL ECONOMY

Preparing the statistics for this chapter on the size,
composition, and contribution of the informal
economy was an extremely difficult exercise. The
most serious limitation is that very few countries
have undertaken regular surveys on the informal
sector and only two or three countries have
collected the data that provide for measures of
informal employment outside informal enterprises.
Another limitation in the available datais that few
countries have prepared estimates of the contritu-
tion of the informal sector to GDP.

Second, there are a number of problems that
limit theinternational comparability of thedata. In
implementing the international statistical defini-
tion of the informal sector, countries apply
different criteria of non-registration, enterprise
size, and/or workplace location. Also, according to
the 1993 ICL S guidelines, individual countriescan
decidewhat size of unregistered unitstoincludein
theinformal sector and whether (or not) to include
agriculture and domestic service in the informal
sector.

Further, the official data are not comprehen-
sive. Most countriesexclude agriculturefrom their
measurement of the informal sector and some
measure only the urban informal sector. Finally,
the official data are not tabulated or presented in a
standard format. Often it is not clear what the data
include or exclude. Also, data on the informal
sector (excluding agriculture) are often compared
to data on the total workforce (including agricul-
ture), resulting in an under-estimation of the signif-
icance of theinformal sector.

In the absence of reliable data collected
directly, various indirect methods to estimate the
size and composition of the informa economy
have been used in this chapter.

Thefirst part of this chapter presentsestimates
of employment in the informal economy in devel-
oping countries based on aresidual method. It also
presents data on self-employment worldwide as a
proxy for informal self-employment, which is the
major component of informal employment. The

second part presents data on three categories of
non-standard work in developed countries as a
proxy for informal employment in developed
countries.

Developing Countries

Informal Employment

The expanded conceptual framework on the
informal economy described in Chapter 1 has yet
to befully implemented in national data collection
activities. Noteworthy is the work undertaken in
several countries that provides a basis for further
methodological work (see the country case
studies in Chapter 3). In the absence of direct
measures, estimates were prepared using indirect
methods. Two types of estimates were prepared: a)
estimates for 25 countries which have not carried
out an informal sector or mixed survey ; and b) esti-
mates for five countries that have carried out an
informal sector or mixed survey and thereforerely
on indirect methods for only a part of the data
—gpecifically on informal employment outside the
informal enterprises and total informal employ-
ment (see box on estimating informal employ-
ment by theresidual method).* In addition, direct
measures of self-employment, the major compo-
nent of informal employment, are presented for
70 developing and 30 devel oped countries.
According to the first set of estimates, in all
regions of the developing world informal employ-
ment (outside of agriculture) represents nearly half
or more of total non-agricultural employment. It
ranges from 48 percent in North Africa, to 51 per
cent in Latin America, 65 percent in Asia and
72 per cent in sub-Saharan Africa (table 2.1). If
data were available for Southern Asian countries,
other than India, the regiona average for Asia
would probably be higher still (refer to annex 1
for listing of countriesin regional groups).
Informal activities in agriculture were not
included in the estimates of employment in the
informa economy reported in this chapter. Since
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Estimating Informal Employment

Few countries directly measure employment in the informal enterprises and fewer still measure
informal employment outside the informorenterprises. Until the requisite new data are collected,
alternative methods for estimating informal employment are required. The so-called “residual
method” is an indirect approach to estimating total informal employment and its major compo-
nents outside of agriculture. It is based on existing published statistical data which are cvoilogle
in many developing countries.

The basic data required for this estimation procedure are to be found in tabulations based on
the population census, labour force survey or another type of household survey that cross-classify
industrial sectors (i.e., agriculture, mining, manufacturing, trade and services) by employment status
i.e., employers, own-account workers, sf:’qmily workers, employees) and by sex. While many coun-
tries collect these data, they often do not tabulate or publish them. As a result, estimates of the
informal economy using the first residual method could be made for only 35 countries and fewer,
a total of 25, had data disaggregated by sex. The second residual method requires additional
data on employment in the in?ormol enterprises which is to be derived from special informal sector
surveys or mixed (household and enterprise) surveys.

Residual Method 1

The starting point is fo determine the size of the total non-agricultural workforce .

The second step is to determine the number of formal employees in the non-agricultural work-
force based on an establishment survey, an economic census, or other administrative sources that
record the legal status of firms. Those paid workers who work in corporations or quasi-corporo-
tions or other?egolly registered firms should be classified as formal employees. Generally, economic
censuses do not include civil servants and military forces. Therefore, it is also necessary to obtain
an estimate of these government workers from other sources and add them to the number of formal
employees.

The third step is to estimate total informal employment (outside of agriculture) by subtracting
the number of formal employees (based on the economic census or establishment survey) from the
total non-agricultural workforce (based on the population census or labour force survey). The esti-
mates from the population census or labour force survey will always be larger than those from the
economic census or establishment survey because the latter sources do not capture employment
outside formal establishments. This difference represents a residual estimate of total informal employ-
ment.

The fourth step is to divide the total non-agricultural workforce into paid employees and self-
employed . This can be done from the table classifying the workforce by employment status (i.e.,
employers, own-account, contributing family workers and employees). This can be done for the
non-agricultural workforce only if the tabulations cross-classify employment by industrial sector and
by employment status. An estimate can then be prepared for a) paid employees and b) the self-
employed (employers, own account, and unpaid family workers) in the non-agricultural workforce.
The se f—employero derived will typically include some high-end professionals and employers of
registered enterprises, who are not considered to be informally employed. These categories are
assumed to be small worldwide and smaller in developing countries than in developed countries.

The fifth step is to derive an estimate of informal paid employment (outside of agriculture) by
subtracting the number of self-employed (from step 4) from total informal employment (the residual
obtained in step 3). It will include employees ofpinformol enterprises. It may exclude some sub-
contracted pcicrworkers who declare themselves as self-employed.

Tables 2.1 and 2.2 are based on this residual method.

Residual Method 2

If a direct measure of employment in the informal enterprises is available (from mixed surveys or
special informal sector surveys), then another residual method can be used. These kinds o?lesti-
mates are available only for India, Kenya, Mexico, Tunisia, and South Africa.

The starting point is to determine the size of the total non-agricultural workforce .

The secong step is fo determine the number of formal employees in the total non-agricultural
workforce, as above.

The third step is to estimate total informal employment (outside of agriculture) by subtracting
the number of formal employees from the total non-agricultural workforce, as above.

The fourth step is to determine total employment in the informal enterprises based on special
informal sector surveys or special mixed household-enterprise surveys. In some countries or indus-
tries, it might include some formal or standard employees working in informal enterprises. But this
category is assumed to be very small. It might exclude some undeclared informal employees of
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informal enterprises. Although the latter category is assumed to be quite small, it is important to
note that both informal and formal enterprises may under-declare their paid employees.

The fifth step is to estimate informal employment outside the informal enterprises . This is derived
by subtracting employment in the informal enterprises from the estimate of total informal employ-
ment (the residual obtained in step 2). This second residual is an estimate of informal wage work
outside informal enterprises: that is, informal jobs for formal firms, for households, or when there
is no fixed employer. It may include some undeclared employees of informal enterprises. Also, it
may exclude some sub-contracted paid workers who declare themselves as self-employed.

Table 2.3 and 2.4 are based on this method.

Table 2.1

Informal employment in non-agricultural employment, by sex 1994/2000

Informal employment as
percentage of non-

Region/country
agricultural employment

Women'’s informal
employment as percentage
of women'’s non-agricultural

Men’s informal employment
as percentage of men’s non-
agricultural employment

employment
North Africa 48 43 49
Algeria 43 41 43
Morocco 45 47 44
Tunisia 50 39 53
Egypt 55 46 57
Sub-Saharan Africa 72 84 63
Benin Q3 97 87
Chad 74 95 60
Guinea 72 87 66
Kenya 72 83 59
South Africa 51 58 44
Latin America 51 58 48
Bolivia 63 74 55
Brazil 60 67 55
Chile 36 44 31
Colombia 38 44 34
Costa Rica 44 48 42
El Salvador 57 69 46
Guatemala 56 69 47
Honduras 58 65 74
Mexico 55 55 54
Rep Dominicana 48 50 47
Venezuela 47 47 47
Asia 65 65 65
India 83 86 83
Indonesia 78 77 78
Philippines 72 73 71
Thailand 51 54 49
Syria 42 35 43

Source: Data prepared by Jacques Charmes. See also box on estimating informal employment.

agricultura activities are an important source of
employment, especialy for women, their exclusion
reduces the overall estimate of the size of the
informal economy. Following national experience
and priorities, a least three countries — India,
Mexico, and South Africa — have distinguished

between formal and informal activities in agricul-
ture and included informal agriculture (asadistinct
category) in estimates of the informal economy.
When informa employment in agriculture is
added, the significance of informal employment
increases (seethreecountry casesin Chapter 3).
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Table 2.2 Wage and self-employment in non-agricultural informal employment,
by sex 1994/2000

Selfemployment as percentage of

Wage employment as a Fercentoge of

Country/Region non-agricultural informal employment non-agricultural informal employment
Total Women Men Total Women Men
North Africa 62 72 60 38 28 40
Algeria 67 81 64 33 19 36
Morocco 81 89 78 19 11 22
Tunisia 52 51 52 48 49 48
Egypt 50 67 47 50 33 53
Sub-Saharan Africa 70 71 70 30 29 30
Benin 95 98 91 5 2 9
Chad 93 99 86 7 1 14
Guinea 95 98 94 5 2 6
Kenya 42 33 56 58 67 44
South Africa 25 27 23 75 73 77
Latin America 60 58 61 40 42 39
Bolivia 81 91 71 19 9 29
Brazil 41 32 50 59 68 50
Chile 52 39 64 48 61 36
Colombia 38 36 40 62 64 60
Costa Rica 55 49 59 45 51 41
El Salvador 65 71 57 35 29 43
Guatemala 60 65 55 40 35 45
Honduras 72 77 65 28 23 35
Mexico 54 53 54 46 47 46
Rep Dominicana 74 63 80 26 37 20
Venezuela 69 66 70 31 34 30
Asia 59 63 55 41 37 45
India 52 57 51 48 43 49
Indonesia 63 70 59 37 30 41
Philippines 48 63 36 52 37 64
Thailand 66 68 64 34 32 36
Syria 65 57 67 35 43 33

Source: Data prepared by Jacques Charmes. See also box on estimating informal employment.

Informal employment is generally a larger
source of employment for women than for men. In
most countries — outside of North Africa — for
which dataare available, the proportions of women
workers in informal employment (outside of
agriculture) is larger than for men. Honduras,
Indonesia and Syria are the exceptions. In these
countries and in three of the four North African
countries, the proportions of men in informal
employment exceed those of women.

In some countries of sub-Saharan Africa most
of the female non-agricultural labour force isin
informal employment — 97 per cent in Benin,
95 per cent in Chad, 87 per cent in Guinea and
83 per cent in Kenya. Half or more of female non-
agricultural workers are in informal employment

in seven of the 11 Latin America countriesand in
four of the six Asian countries for which data are
available. In India, 86 per cent of women in the
non-agricultural workforce are in the informal
economy.

Informal employment — as estimated by the
first residual method — is comprised of both self
and wage employment (table 2.2). In all regions
self-employment is a larger share of non-agricul-
tural informa employment than wage employ-
ment. Self-employment is 70 per cent of informal
employment in sub-Saharan Africa, 62 per cent in
North Africa, 60 per cent in Latin America, and
59 per cent in Asia Moreover, acrosstheindividual
countries, self-employment is generdly a greater
share of informal employment than wage empl oy-
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Table 2.3 Components of informal employment as percentage of non-agricultural
employment, 1997/2000

Total informal employment

enterprises as percentage

Employment in informal Informal employment

outside of informal

Country os.pelzcenltqge c|>f non-t of non-agricultural enterprises as percentage of
agricuiiural employmen employment non-agricultural employment
India 83 69 15
Mexico 55 29 26
Kenya 72 36 35
South Africa 51 19 32
Tunisia 50 22 28

Source: Data prepared by Jacques Charmes. See also box on estimating informal employment.

ment (in 19 of the 25 countries and an identical
share in one country). In one country — South
Africa—thedifferenceissignificant, in part dueto
the history of apartheid with the prohibition of
black-owned businesses. The exclusion of South
Africa raises the share of self-employed in sub-
Saharan Africato 81 per cent.

In the countries reported in North Africa and
Asia, in three of the five sub-Saharan Africacoun-
tries and half of the Latin American countries
significantly more women than men in informal
employment (outside of agriculture) are self-
employed. By contrast, informal wage employ-
ment iS more important for women in Kenya,
South Africa and in four countries in South
America — Brazil, Chile, Columbia, and Costa
Rica. In these countries more than half of women
in informal employment are wage workers.
Moreover, in all but one of these countries, South
Africa, women are morelikely to be wage workers
than men.

For the second set of estimates, in countries
that directly measure employment in informal
enterprises (i.e., theinformal sector) through either
aspecial informal sector survey or through mixed
(household and establishment) surveys, the
residual method can be used to distinguish between
informal employment in informal enterprises and
informal paid employment outsideinformal enter-
prises (seeresidual method 2 in box). In the past
few years, five countries have collected such data.
In al five countries, informal employment repre-
sents at least half of non-agricultural employment
(table 2.3) with rates of 50 per cent in Tunisia,
51 per cent in South Africa, 55 per cent in Mexico,
72 per cent in Kenya, and 83 per cent in India.

Both components of the informal economy —
employment in informal enterprises and informal
wage employment outside informal enterprises —

are important sources of non-agricultural employ-
ment in these countries. In India, employment in
informal enterprises is especially significant; it
comprises 69 per cent of non-agricultural employ-
ment; and informal employment outside informal
enterprisesisestimated at 14 per cent of non-agri-
cultural employment. In total, nearly 85 per cent
of al non-agricultural employment in Indiaisin
the informal economy. In South Africa, informal
employment outside informal enterprises is more
important as a source of employment than employ-
ment in informal enterprises (32 per cent of total
non-agricultural employment in comparison to
19 per cent). For Mexico, Kenya and Tunisa the
two components tend to be more similar in size,
each accounting for about one quarter to onethird
of total non-agricultural employment.

In the two sub-Saharan African countries,
women are the magjority of workers in non-agri-
cultural informal employment (table 2.4), specif-
icaly 60 per cent of workersin Kenyaand 53 per
cent in South Africa. In Mexico women also
comprise alarge share of workersin non-agricul-
tural informal employment (38 per cent). In India
and Tunisiawomen’ sshareissignificant but much
smaller (20 per cent and 18 per cent respectively).

In Kenya and South Africa, women'’s share of
informal employment outsideinformal enterprises
isespecially sgnificant. They comprise 79 per cent
of these workersin Kenyaand 61 per cent in South
Africa. In these two countries, women also repre-
sent over 40 per cent of workersininformal enter-
prises. In Mexico women's share in each of the two
components of informal employment is about
equal. In Indiawomen'’s share isthe samein each
of the components; whereas in Tunisiawomen’s
share of informal employment outside theinformal
enterprises (22 per cent) is higher than their share
ininformal enterprises (15 per cent).
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Table 2.4 Women’s share of employment in the informal economy, 1997/2000

Women'’s share of non-

Women'’s share of non-

Women'’s share of non- . X
agricultural informal

Country agricultural employment in  agricultural employment in I  outsid

the informal economy informal enterprises employment outsice

informal enterprises
India 20 20 20
Mexico 39 40 38
Kenya 60 42 79
South Africa 53 45 61
Tunisia 18 15 22

Source: Data prepared by Jacques Charmes. See also box on estimating informal employment.

Table 2.5 Self-employment as percentage of non-agricultural employment

1980/1989 1990/2000
Region

Total Women Men Total Women Men
WORLD 26 28 25 32 34 27
Developed regions 13 11 14 12 10 14
Eastern Europe 18 15 21 9 7 11
Western Europe 12 10 14 14 11 17
Other developed countries 10 9 11 11 9 12
Africa 44 58 37 48 53 37
Northern Africa 23 23 22 31 38 28
Sub-Saharan Africa 50 69 41 53 57 40
Latin America 29 30 27 44 54 35
Central America 30 32 27 40 54 29
South America 29 29 29 43 51 38
Caribbean 27 28 25 55 67 43
Asia 26 24 26 32 32 30
Eastern Asia 23 20 24 18 26 16
South-eastern Asia 34 38 31 33 40 24
Southern Asia 40 38 40 50 55 48
Western Asia 13 o) 14 24 10 22

Source: Data prepared by Jacques Charmes. See also technical note with Annex 2.

Self-employment

Many of theworkersidentified in Chapter 1- those
engaged in petty trading, service repairs, transport
and small manufacturing activities — are indepen-
dent, self-employed producers, some of whom
employ family labour or afew additional workers.
Themost comprehensive set of statistics now avail-
able on aspects of employment in the informal
economy relates to these sdf-employed workers.
In the absence of direct measures of those
employed in the informal economy, self-employ-
ment provides an indicator of a major component
of employment in the informal economy.?
Between 1980 and 2000 self-employment
increased from about one-quarter to about one-

third of non-agricultural employment worldwide
(table 2.5 and annex 2). Self-employment in non-
agricultura activitiesincreased in almost al devel -
oping regions. However, declinesin self-employ-
ment occurred in Eastern Europe where it dropped
sharply, from 18 to 9 per cent of non-agricultural
employment; and in Eastern Asia, where it
dropped from 23 to 18 per cent.

I'nthe 1990 to 2000 period, in some developing
regions self-employment comprised half or more
of non-agriculturad employment — notably in the
Caribbean, Southern Asiaand Sub-Saharan Africa
With the exception of Eastern and Western Asia,
where self-employment is 18 and 24 per cent,
respectively, of the non-agricultural workforce,
self-employment is over 30 per cent of non-agri-
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Table 2.6 Share of women and men in
non-agricultural self-employment

1990/2000
Region

Women Men
WORLD 36 64
Developed regions 36 64
Africa 38 62
Northern Africa 28 72
Sub-Saharan Africa 41 59
Latin America 51 49
Asia 27 73

Source: Data prepared by Jacques Charmes. See also technical
note with Annex 2.

cultural employment in al sub-regions of the
developing world. Self-employment islessimpor-
tant in the developed regions where it is about
12 per cent of non-agricultural employment.
Sdf-employment ismoreimportant asasource
of employment among women workers than
among men workers. In 1990/2000, in every sub-
region of the developing world a greater propor-
tion of women than men in non-agricultural
employment were self-employed (table 2.5). In

Africaand Latin America, roughly 50 per cent of
women in contrast to about 35 per cent of men are
self-employed. However, because many more men
than women are in the labour force, men comprise
a larger share of self-employed non-agricultural
workers than women world-wide: 64 per cent in
contrast to 36 per cent (table2.6). The only excep-
tion is Latin America where 51 per cent of self-
employed non-agricultural workers are women and
49 per cent are men.

By economic sector, outside of agriculture,
self-employment is more important in trade than
in industry and services in both Africa and Asia
(table 2.7): in Africatrade represents 47 per cent
of non-agricultural self-employment and in Asia
44 per cent.®* By contrast, services are a more
important source of self-employment in Latin
America where services comprise 45 per cent of
self-employment — slightly higher in Centra
America and South America and significantly
lower in the Caribbean.

Within the sub-regions there is more variation
in theimportance of the different economic sectors
for women’'s self-employment than for men’s.
Socia normsthat constrain women’'s mobility are
often reflected in a relatively low incidence of
women street traders and a relatively high inci-
dence of women working at home, particularly in

Table 2.7 Percentage distribution of non-agricultural self-employment by sector:

1990/2000

Region Industry Trade Services

Total  Women Men Total  Women Men Total  Women Men
WORLD 30 25 33 38 39 35 32 36 33
Developed regions 33 19 37 31 11 29 36 40 34
Eastern Europe 44 29 46 26 43 26 30 29 28
Western Europe 27 14 32 36 44 32 37 41 36
Other developed countries 28 15 35 29 33 26 43 52 39
Africa 32 29 32 47 51 45 21 20 23
Northern Africa 33 52 20 40 26 52 28 22 28
Sub-Saharan Africa 32 21 36 49 60 42 19 19 22
Latin America 24 14 32 31 27 27 45 58 40
Central America 24 16 31 27 20 26 48 64 44
South America 25 14 33 29 26 26 46 60 41
Caribbean 19 8 35 48 51 35 33 41 30
Asia 27 41 28 44 33 42 29 25 32
Eastern Asia 21 12 27 51 40 36 28 48 37
South-eastern Asia 18 16 20 51 57 43 31 18 45
Southern Asia 38 61 34 38 17 42 24 23 24
Western Asia 27 42 27 42 28 43 31 30 30

Source: Data prepared by Jacques Charmes. See also technical note attached to Annex 2.
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manufacturing (see Chapter 3). In Southern
Asia as a whole — including countries such as
Bangladesh, India, and Pakistan — 60 per cent or
more of the self-employed women in non-agricul -
tural activities are in industry; in Western Asia
42 per cent of the self-employed women are in
industry ; but in Eastern and South-eastern Asia
less than 20 per cent are. Self-employment in
industry is also important for women in Northern
Africa. Trade is the most important source of
employment among self-employed women of sub-
Saharan Africa (60 per cent of non-agricultural
self-employment) and for women in the Caribbean
(51 per cent). Services are important for self-
employed women in Latin America, especially in
Central America (64 per cent) and South America
(60 per cent) and also for self —employed women
in Eastern Asia (48 per cent).

Informal Sector and Gross Domestic
Product

There are, as yet, no estimates of the contribution
of the informa economy as a whole to Gross
Domestic Product (GDP).* However, there are esti-
mates of the contribution of the informal sector to
GDP. These estimates indicate that the contribu-
tion of informal enterprises (i.e., the informal
sector) to non-agricultural GDP is significant
(table 2.8). The average (unweighted) share of the
informal sector in non-agricultural GDP varies
from alow of 27 per cent in Northern Africato a
high of 41 per cent in sub-Saharan Africa. The fact
that a large number of countries in sub-Saharan
Africa have such estimates reflects a recognition
of the importance of the informal sector in total
GDP. The contribution of the informal sector to
GDP is 29 percent for Latin America and 41 per
cent for Asia. However, there is wide variation
among the countries reported —from 13 per cent in
Mexico to 58 per cent in Ghana. This reflects not
only differences in the actud contribution of the
informal sector to GDP but also differencesin the
methods used among the countries in preparing
these estimates (see box on estimating infor mal
sector contribution to GDP).

Datawhich permit analysis of the contribution
of women and of men to theinformal non-agricul-
tural economy are available for only nine countries
(table 2.9). Women' s contribution is significantly
higher than men’sin BurkinaFaso, Chad and Mali.
The relatively high contribution of women in
Burkina Faso has been explained by inclusion in
the official accounts of the contribution through
secondary activities which for women are mainly

Table 2.8 Contribution of informal sector
to GDP in selected developing countries

Informal sector GDP
as percentage of

Country (year)
non-agricultural GDP

Africa

Northern Africa 27
Algeria (1997) 26
Morocco (1986) 31
Tunisia (1995) 23
Sub-Saharan Africa 41
Benin (1993) 43
Burkina Faso (1992) 36
Burundi (1996) 44
Cameroon (1995-96) 42
Chad (1993) 45
Céte d'Ivoire (1995) 30
Ghana (1988) 58
Guinea Bissau (1995) 30
Kenya (1999) 25
Mali (1989) 42
Mozambique (1994) 39
Niger (1995) 54
Senegal (1991) 41
Tanzania (1991) 43
Togo (1995) 55
Zambia (1998) 24
Latin America 29
Colombia (1992) 25
Mexico (1998) 13
Peru (1979) 49
Asia 31
India (1990-91) 45
Indonesia (1998) 31
Philippines (1995) 32
Republic of Korea (1995) 17

Source: Data prepared by Jacques Charmes. Also see box on
estimating informal sector in GDP.

non-agricultural but for men arein agriculture.® In
Benin, the contribution of women and men are
comparable. In Kenya and Philippines, the contri-
bution of women islower thanthat of men; and, in
Tunisia, Indonesia and India, women’s contribu-
tion is substantialy lower.
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Estimating informal sector contribution to GDP

According to the 1993 System of National Accounts (SNA), the informal sector is regarded
as a group ofgproduction units which form part of the household sector. However the whole contri-
bution of the household institutional sector in the SNA cannot be attributed to the informal sector.
Production for own final use is not included, which means that “imputed rents,” paid domestic
services and subsistence agriculture are excluded. The estimation of the informal sector in GDP
requires that the accounts of the household institutional sector are available by detailed industrial
sectors, making it possible to distinguish agriculture and other primary activities as well as the esti-
mates for rents and domestic service.

Although the 1993 SNA provided a framework for distinguishing the informal sector within
the household sector, it does not provide specific guidelines for compiling independent estimates
of the informal sector. Table 2.8 presents experimental estimates of the contribution of the informal
sector to GDP for a number of countries. Some of the estimates are official. Other estimates based
on official data differ from the official estimates either because activities which are to be excluded
under the 1993 SNA were removed from the official estimates or the more detailed information
used in preparing the official accounts were not available.

As shown in Table 2.8, Africa is the region where the greatest number of estimates are avail-
able. In this region the informal sector was early assumed to represent an important share of total
production as the formal sector was rather weak. Efforts were made to include estimates of the
contribution of the informal sector, often with the initial preparation of the national accounts in the
country. In Asian countries the concern for measurement of the informal sector is more recent. India,
Indonesia and the Philippines now make such estimates on a regular basis. However in Latin
America these estimates are generally not made. Mexico was the first Latin American country to
implement the new SNA and took the initiative of building a satellite account for the informal sector.
Peru has estimated the contribution of individual entrepreneurs in the household institutional sector
which can serve as a proxy for the contribution of the informal sector to GDP. A tentative estimate
is also available for urban Columbia.

Table 2.9 Contribution of women and men in non-agricultural informal sector
employment to GDP in selected developing countries

Non-agricultural informal Women's non-agricultural Men'’s non-agricultural
Country [year] sector GDP as percentage of informal sector GDP informal sector GDP as
fofal non-agricultural GDP as percentage of total percentage of tofal
non-agricultural GDP non-agricultural GDP
Africa
Benin (1992) 43 22 21
Burkina Faso (1992) 36 29 7
Chad (1993) 45 28 17
Kenya (1998) 25 11 16
Mali (1989) 42 26 14
Tunisia (1994-96) 23 4 19
Asia
India (1993) 47 10 18
Indonesia (1998) 37 15 22
Philippines (1995) 33 14 26

Source: Data prepared by Jacques Charmes.
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The Informal Economy
in Developed Countries

With the expansion of standardized mass produc-
tion and large corporations in Europe, Japan,
Korea, and the United States in the post-World War
Il period, it seemed asif most workerswould have
standard wage jobs with empl oyment-based bene-
fitsand social protection. However, it isnow recog-
nized that an increasing share of the workforcein
developed countries works under non-standard
arrangements, including part time and temporary
work and self-employment. As with informal
employment in developing countries, many of
these non-standard arrangements offer limited
worker benefits and social protection (see box on
measuring employment in the informal
economy in developed countries).

Non-standard employment arrangements are
significant and even growing in developed coun-
tries. In 1988, overall in fifteen countries of the
European Union (EU), non-standard arrangements
— including part-time employment, temporary
employment and self-employment in non-agricul -
tural industries — represented one-quarter of total
employment. By 1998, non-standard employment
in these countries had grown to nearly 30 percent
of total employment.® Estimates for the United
States a so show about 25 per cent of the workforce
in non-standard arrangements.” This encompasses
workers employed under the following arrange-

ments: part-time, temporary hel p agency, direct-hire
temporary (or fixed term), on call, independent
contract, and contract firm workers. While non-
standard work increased significantly inthe United
States during the 1980s, the percent of workersin
non-standard arrangementsin the United States did
not increase between 1995 and 2001.
Comprehensive and comparable data on the
extent of non-standard employment in devel oped
countriesisnot now available. Thisispartly because
definitions of the various non-standard work
arrangements are not comparabl e across countries.
Thisis also because few countries collect data on
al categories of non-standard work. For instance,
thereisonly very limited data on some of the new
forms of employment, such as employment by
companies providing services to other companies
under an inter-firm contract. Inter-firm subcon-
tracting is arelatively new work arrangement that
has emerged in the fast growing sectors that
provide labour-intensive services to other busi-
nessesor publicinditutions(e.g., janitorial services).
Assuming comprehensive data on non-stan-
dard employment were available, there is the
further question of which categories of non-stan-
dard employment should be classified as informal
employment. All categories of non-standard
workerswould need to be classified by whether or
not they receive worker benefits and labour and
social protection coverage to arrive at the share of
non-standard workers who are informal workers.

following specific categories of non-stan
® parktime emplo?/ment in formal firms
temporary employment in formal firms

inter-firm subcontracted work

industrial outwork, including homework
sweatshop work

day labour

Measuring Employment in the Informal Economy in Developed Countries

Employment in the informal economy in developed countries is linked to employment arrange-
ments that have tenuous connections between the worker and formal structures and little if any
access to fundamental labour rights and protection and employment-based social protection. The

cj)ord employment arrangements are relevant:

self-employment, in particular own account workers with no employees

Data on the first three categories are reviewed in this section fo provide a proxy estimate of

the size and composition of the informal economy in developed countries. This is because data on
inter-firm subcontracting are available only for the United States and data on industrial outwork,
sweatshop work, and day labour are not readily available.

To arrive at a more precise estimate of employment in the informal economy in developed coun-
tries, two types of additional information are needed: data on all categories of non-standard work;
and data on access to worker benefits and social protection across all categories of non-standard
work. For instance, some parttime and temporary workers in developed countries enjoy worker
benefits and social protection coverage. Also, self-employed professionals and technicians in
developed countries often can afford to subscribe to privatised social insurance schemes. Those
categories of non-standard workers, such as these, who receive social protection coverage or can
poy?or social insurance would not be considered to be in informal employment.
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Sometemporary and part-time workers are covered
by socia protection and labour legislation while
others are not; this varies by country. Some self-
employed are entitled to and can afford to pay for
their own socid protection (see discussion of bene-
fits under each category of worker below). At
present, data on certain categories— notably, part-
time work, temporary work, and self-employment
— can be compared cross nationally, as presented
below. Also, some data on the social protection
availableto these workersisavailable, as analysed
below. However, comprehensive and systematic
breakdown of the non-standard workforce by
whether or not they receive worker benefits and
social protection coverage is not yet available.

Part-time Work

Since the beginning of the 1990s, part-time work
— defined asless than 30 hours per week inamain
job — has grown in most countries of the
Organization for Economic Co-Operation and
Development (OECD). Countries with the fastest
growth in this period include France (from 12 to
15 per cent), the United Kingdom (20 to 23 per
cent), Luxembourg (8 to 13 per cent) and Germany
(13 to 17 per cent). By 1998, for the countries of
the OECD as a whole, part-time employment
represented about 14 percent of total employment.
Part-time work ranged from a high of 30 percent
of total employment in the Netherlands to about 3
per cent in the Czech Republic and Hungary. Part-
time employment is also a high proportion of total
employment in Australia (26 per cent), Switzerland
(24 per cent) Japan (24 per cent) and the United
Kingdom (23 per cent) (table 2.10).

Women comprise the majority of part-time
workersin each of the OECD countries. Women's
share of part-time employment ranges from 60 per
cent in Turkey to 97 per cent in Sweden.

The main occupations of part-timeworkersare
service and sales, clerical and low-skilled labour.®
Women part-time workers are concentrated in
service and sales (33 per cent of women'’s total
part-time employment and 12 per cent for men)
and clerical work (25 per cent for women and
12 per cent for men). Men in part-time work are
usually employed aslow-skilled labourers (26 per
cent of men's total part-time employment and
23 per cent of women's).

For most of the countrieswith data, the median
hourly earnings for part-time workers are lower
than those for full-time workers in most sectors.
Hourly earnings of part-time workers represent
between 55 to 90 per cent of those of full-time

workers.? Overall the relative hourly earning of
part-time workers are lowest in real estate, renting
and business activities with men earning less than
two-thirds and women less than three-quarters
of the full-time workers. This sector typically
employs 15 per cent or more of total part-time
employment. However, in wholesale and retail
trade, which in most countriesis the largest share
of part-time employment, the gap is much smaller.
Women tend to earn more than 90 per cent of the
hourly earnings of full-time workers and men
average just over 80 per cent. That is, the relative
pay differential between femde part-timers and
full timersislessthan the equivalent pay differen
tial for males. One possible explanation for thisis
that the full-time jobs of women are not that
different from the part-time jobs for women.
Another is that male part-time jobs are limited to
asmall group of occupations associated with rela
tively low skills and earnings.

Benefits

Asagenerd rule, part-timeworkerstend to receive
fewer benefits than full-time workers. However,
part-time workersin Europe are more likely to be
eigible for benefits than part-time workers in
North America or Japan and Korea. In the
European Union, laws proscribe discrimination by
employers against part-timeworkersin pay, certain
benefits and working conditions.® In addition
many European countries have collective agree-
ments supporting the principle that part-time
workers are entitled to the same rights and bene-
fits as full-time workers.* In some countries,
however, these protections do not apply to part-
time workers who work below a certain threshold
number of hours. For example, public health, old-
age pension and unemployment benefitsin France,
Germany, Ireland, Japan and Sweden require
minimum hours or earnings for eligibility which
part-time workers may not meet.*

In Canada, part-time workers are less likely
than full-time workers to be entitled to company
pensions, health and dental plans, paid sick leave
and paid vacation |eave. Datafrom the 1995 Survey
of Work Arrangements show that entitlements for
each of these benefits for part-time workers were
lessthan two-fifths of thosefor full- time workers.

In the United States, where part-time work is
|ess common than in most other OECD countries,
part-time workers are offered very few benefits.
Only 18 per cent of workers in regular part-time
jobs have employer-sponsored health insurance,
compared to 87 per cent of regular full-time
workers. Further, 19 per cent of regular part-time
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Table 2.10 Part-time Employment' by sex, 1990-1998

Parttime employment

as a proportion
of total employment

Women'’s share
in parttime
employment

1990 1998 1990 1998
Australia?? 22.6 25.9 70.8 68.6
Austria - 11.5 - 86.9
Belgium 14.2 16.3 79.9 82.4
Canada 17.0 18.7 70.1 69.5
Czech Republic - 3.3 - 70.0
Denmark 19.2 17.0 71.5 68.5
Finland 7.6 9.7 66.8 63.1
France 12.2 14.8 79.8 79.3
Germany 13.4 16.6 89.7 84.1
Greece 6.7 9.2 61.1 63.6
Hungary - 3.4 - 69.2
Iceland* - 23.2 81.6 77 .4
Ireland 9.8 - 71.8 -
Italy 8.8 11.8 70.8 70.4
Japan??* 19.1 23.6 70.5 67.5
Korea? 4.5 6.8 58.7 54.8
Luxembourg 7.6 12.8 86.5 87.3
Netherlands 28.2 30.0 70.4 75.8
New Zealand 19.6 22.8 771 74.3
Norway 21.3 21.0 82.7 79.1
Poland? - 11.8 - 62.2
Portugal 6.8 9.9 74.0 70.9
Spain 4.6 7.7 79.5 759
Sweden 14.5 13.5 81.1 97.3
Switzerland* 22.1 24.2 82.4 83.4
Turkey 9.2 6.2 62.5 60.3
United Kingdom 20.1 23.0 85.1 80.4
United States® 13.8~ 13.4 68.2~ 68.0
Total OECD’ 13.4~ 14.3 74.1~ 73.6

Source: Data are published in OECD Employment Outlook (Paris: OECD, 1999) table E.

~ Indicates break in series

' Parttime employment refers to persons who usually work less than 30 hours per week in their main job. Data include only persons

declaring usual hours.

2 Data are based on actual hours worked.

* Parttime employment based on hours worked at all jobs.
41990 refers to 1991

* Less than 35 hours per week.

¢ Estimates are for wage and salary workers only.

7 For above countries only.

workers have empl oyer-provided pensionsin com-
parison to 60 per cent of regular full-timeworkers.*

Japanese employers are not abligated to pay
social security, disability and unemployment insur-
ance taxes for many part-time and temporary
workers.* The situation is mitigated with regards
to hedlth insurance, snce Japan has a universal
programme with everyone enrolled in some form
of health insurance.

Temporary Employment

Temporary employment encompasses all short-
term employment arrangements, whether through
an intermediary (e.g. atemp agency) or by direct
hire for afixed term. More so than part-time work
it is associated with few (if any) benefits.

Under a broad definition that includes tempo-
rary agency workers, workers with fixed-term
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contracts, seasonal workers, and persons with
training contracts, most European Union countries
have experienced increases in temporary employ-
ment. For the European Union as a whole, the
share of workers in temporary employment
increased between 1988 and 1998 from 8to 11 per
cent of total employment.*®

In many countries of the European Union the
majority of workersin temporary employment are
women. In nine of the fifteen European Union
countries, women account for about half or more
of temporary employment. In six of these, women
comprised a solid majority: Sweden (59 per cent),
Ireland (58 per cent), Belgium (57 per cent),
United Kingdom (55 per cent), Netherlands (54 per
cent) and Denmark (52 per cent). The countries of
the European Union with the lowest shares are:
Spain (38 per cent), Austria (43 per cent) Greece
(44 per cent) and Germany (45 per cent).*

Overadl for the 15 countries of the European
Union, temporary employment is more heavily
concentrated, than standard employment, in
service producing activities. This broad category
includesall servicesto individua s, households and
businesses, including finance, insurance and real
edtate. Because temporary employment concen-
trates in sectors that employ large proportions of
women workers, women are heavily represented in
temporary employment. *®

For the United States, temporary workers
(temporary agency, contract, on-call/day labourer,
part-time, and full-time workers) were about
4.1 percent of al employed in 1999.* In Japan
temporary employment (temporary, day labourers,
and some temporary agency workers) was about
12 per cent of all employed in 1997% and the
majority of these workers were women (66 per
cent).

Benefits

European Union countries mandate parity in wages
and benefits for workersin most forms of tempo-
rary employment, whether direct-hire or through a
temporary agency.* Although such workersremain
eligiblefor al socially administered employment-
based benefits, they may not meet some of the
hours, seniority, and earnings threshol ds necessary
for eligibility astheir work is not stable.

In Canada, temporary or contract workerswere
less likely than full-time workers to be entitled to
company pensions, health plans, denta plans, paid
sick leave, and paid vacation leave. According to
the 1995 Survey of Work Arrangements, only
20 per cent of non-permanent workers were enti-
tled to an employer sponsored pension plan other

than the Canada/Quebec Pens on Plan while 58 per
cent of full-time workers were entitled.?

Similarly, in the United States temporary
workersare much lesslikely than regular full-time
workers to have health insurance and private
pension plans. In 2001, 11 per cent of temporary
help agency workers and 30 per cent of on call
workers were eligible for employer-sponsored
health insurance in comparison to 58 per cent of
workers in standard arrangements.® For employer
sponsored pension plans, 8 per cent of temporary
help agency workers and 31 per cent of on call
workerswereeligiblein comparison to 50 per cent
of workersin standard arrangements.

Self-employment

Self-employment is the third major category of
non-standard work in devel oped countries. Overall
in 1997, for all of the OECD countries, self-
employment represented about 12 per cent of non-
agricultural employment, up from about 10 per
cent in 1979. 2 At the high end of these countries
were Greece, Korea and Turkey with a share of
around one-quarter of non-agricultural employ-
ment. At thelow end wereAustria, Denmark, France,
Germany, Japan, New Zealand, Norway and the
United Stateswith lessthan 10 per cent of the non-
agricultural labour force in self-employment.

Self-employment is non-standard because it
does not entail a wage relationship and, therefore,
does not entail access to wage or payroll-based
benefits. Put another way, the self-employed have
to depend upon their own profits and are person-
aly responsible for their own welfare and that of
their enterprise. They do not have access to
employer-sponsored benefits and often have
limited accessto statutory or privatised systems of
social protection.

But the self-employed are not a homogenous
group. Statistics on self-employment distinguish
three main sub-categories: a) self-employed with
employees (i.e. employers); b) self-employed
without employees (i.e., own account operators,
including independent contractorsor freelancers);
and c) unpaid family workers. Unpaid family
workers are usually excluded from compilations of
the self-employed because they are considered
entrepreneurial assistants and not entrepreneurs.
This would underestimate the rea level of
women'’s entrepreneurship because some women
classified as unpaid family workers woul d be better
consdered as partners with the self-employed
person.® Within self-employment, own-account
work is most directly relevant to the informal
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economy becauseit is often characterized by weak
attachmentsto formal structures, lower wages and
poorer working conditions. In OECD countries,
for example, compared to both self-employed
employers and regular employees, own-account
workers tend to report poorer working conditions,
longer and irregular working hours, less access to
training, less autonomy and more job insecurity.

Recent changes in labour market structures
have made it harder to draw a clear distinction
between wage work and self-employment: thisis
because it is often difficult to verify whether a
worker is dependent or independent. For example,
self-employed workers may receive work orders
from aformal business — their business customer
—but perform thework at their customer’s business
site and under the supervision of their business
customer. In such cases, they are similar to depen-
dent wage workers. Moreover anumber of govern-
ments have been concerned about the rise of
“false” self-employment in order to reduce tax
liabilities. In such cases, the customer firm triesto
avoid payroll taxesthat cover unemployment insur-
ance, worker compensation insurance, pension,
and (except in the United States) health insurance.
The firms bypass all of these obligations by
declaring that their workers are self-employed. %

Both self-employment as a whole and own-
account self-employment as a share of total sdf-
employment have been growing. The proportion of
own-account self-employment within total self-
employment increased in six out of ten OECD

NOTES

countries (where data were available) between
1990 and 1997%. Further, in most OECD countries,
more self-empl oyed workers are own-account than
employers. For example, in 1997, nine out of ten
self-employed jobsin Belgium and seven out of ten
in Greece were own-account.

Women comprised one out of every three self-
employed workers for OECD countries overall in
1997 and this proportionisgrowing. From 1990 to
1997 annual average growth rates of female self-
employment surpassed those of men in 10 out of
18 countries where data are available. To some
extent, this mirrors the increase in the proportion
of women in tota employment as a whole;
however the growth rate of women in self-employ-
ment outpaced that of women in total employment
in the 1980s, then stabilized in the 1990s.%

Benefits

Self-employed workers are — by definition —
responsiblefor their own contributions to national
retirement plans (in countries with universal
systems where they are eigible to enrol), health
insurance schemes, and other protection. In some
countries enrolment and payment of a premium
out of one's resources is mandated by law. For
example, most countries have a tax-financed old
age pension system with mandatory contributions.
Self-employed workers are usually ineligible for
government-run unemployment insurance, being
considered responsible for generating their own
jobs.

t The following technical considerations apply to the tables that are in the section of this chapter on developing countries: while there is no
United Nations standard for defining a country or area as developed or devel oping, these terms are applied for statistical and analytical purposes
and do not express ajudgment about the stage of development that a particular country or area has reached. The basic grouping of countriesis
by continental region. The listing of countries for each of the regions and sub-regionsisin Annex 1. Regional and sub-regional averages are
based on unweighted data for the countries and areas for which data are available. If country data were weighted by population, regional and
sub-regional averages would mainly reflect the situation in one or two large countries.

2 The cavesats in using self-employment as an indicator of employment in informal enterprises are: 1) data on self-employment also includes
some employers in medium and large enterprises who are in the formal sector and high-end professionals; however, their numbers would be
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3. ILLUSTRATIVE CASE STUDIES

Asdiscussed in Chapter 2, only two or three coun-
tries have collected data that provide a basis for
measuring the conceptual whole of informal
employment: that is, both inside and outside
informal enterprises. The first part of this chapter
presents three country case studies of recent efforts
to generate national estimates of the informal
economy, including agriculture. The second part of
this chapter reviews available statistics and quali-
tative studies on two important sub-groups of
workers in the global informa economy: home-
based workers and street vendors.

The case studies of India, Mexico and South Africa
provide an overview of the size and composition
of the informal economy. In each of these coun-
tries, informed data users requested and worked
with national statistical agencies to develop
surveys for the improved measurement of the
informal economy. National experts have subse-
guently analyzed the data and prepared the
following reports. The joint efforts of producers
and users to produce improved national data, as
reported in these studies, isacritica building block
not only for estimating the size and nature of the
informa economy worldwide but also for pointing
to measurement issues and strategies. These
studies show that the informal economy isamajor
component of total employment, ranging from
about 35 percent of total employment in South
Africa to more than 60 per cent in Mexico and
more than 90 per cent in India. They also show the
importance of improved methods to measure not
only employment in theinformal sector but alsoin
informal jobs outside the informal sector and,
specifically, in agriculture.

Home-based workers and street vendors are two of
the largest sub-groups of the informal workforce.
Taken together, they comprise an estimated 10 to
25 percent of the non-agricultural workforce in
devel oping countries and over 5 percent of the total
workforcein developed countries. In most regards,
these two sub-groups could not be more different.
Street vendors are the most visible and most orga-
nized group of the informal workforce, whereas
home-based workers are the least visible and least

organized group. Yet street vendors and home-
based workers have several things in common.
Both groups are global phenomenawith modern as
well astraditional guises; both lack social protec-
tion and employment benefits; both are described
in terms of the location of work yet encompass
different types of employment relations; and both
remain under-enumerated or poorly classified in
labour force statistics. Significantly, women are
dominant in both groups: in developing countries,
women represent 30 to 90 percent of street vendors
(except in societies that restrict women’s mobility)
and 35 to 80 percent of home-based workers. This
section of the bookl et presents brief discussions of
these two important sub-groups of the informal
workforce, including a summary of available data
on their respective size and on the gender dimen-
sions of the phenomena.

Country Case Studies

India

India has enjoyed a growth rate in gross domestic
product of about 6.5 per cent per annum over the
last decade. The impact of this consistent growth
has been reflected in a reduction in poverty since
the mid-1980’s. However, arecent Task Force on
Employment Opportunities set up by the Planning
Commission in Indiain 2001 pointed out that even
acontinuation of the GDP growth at thisrateisnot
likely to bring about significant improvement in
the employment situation.* This is because much
of the growth has been capital- and information-
intensive rather than labour-intensive. Also, some
of the growth has been associated with informal,
rather than formal, wage jobs. For example, there
has been limited growth in forma employment in
the manufacturing sector. Large proportions of the
work force are in the informal economy in India,
working as self-employed or in informal jobs.
Without an appropriate policy environment, itis
difficult for the benefits of economic growth to
reach these categories of workers.
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Table 3.1 Composition of employment in the informal economy in India, 2000
2000
Total Women Men
Total employment'’ 397,720,000 123,270,000 274,450,000
Total non-agricultural employment 159,897,000 31,061,000 128,836,000
Total agricultural employment 238,197,000 92,308,000 145,889,000
Total informal employment?
Number of persons 369,755,000 118,220,000 251,533,000
Percentage of total employment 93 96 92
Non-agricultural informal employment*
Number of persons 133,355,000 26,601,000 106,751,000
Percentage of total employment 34 22 39
Percentage of non-agricultural employment 83 86 83
Percentage of total informal employment 36 23 42
Employment in informal enterprises
Number of persons 110,034,000 22,200,000 87,834,000
Percentage of total employment 28 18 32
Percentage of non-agricultural employment 69 71 68
Percentage of total informal employment 30 19 35
Percentage of non-agricultural informal employment 83 83 82
“Residual ”*
Number of persons 23,321,000 4,401,000 18,917,000
Percentage of total employment 6 4 7
Percentage of non-agricultural employment 15 14 15
Percentage of total informal employment 6 4 8
Percentage of non-agricultural informal employment 17 17 18
Agricultural informal employment
Number of persons 236,779,000 91,723,000 145,056,000
Percentage of total employment 60 74 53
Percentage of agricultural employment 99 99 99
Percentage of total informal employment 64 78 58

Source: Calculations prepared by Jeemol Unni from national census and survey data

' Refers to population age 5 and above

? Total informal employment includes both agricultural and non-agricultural informal employment.
* Non-agricultural informal employment consists of employment in informal enterprises plus the “residual”.
* The «residual» equals total non-agricultural informal employment minus employment in the informal sector

Sze and Composition of Employment in the
Informal Economy

The informal workforce in Indiais an estimated
370 million workers, nearly 93 per cent of thetotal
workforce (table 3.1). The informal workforceis
comprised of three main segments. First, informal
employment in agriculture— comprised of the self-
employed in small-scale farm unitsand of agricul-
tural labour — which continues to be important in

India, represents 60 per cent of total employment.
Second, employment in informal enterprises/sector
outside of agriculture represents another 28 per
cent of total informal employment. Third, informal
employment outside informal enterprises and
outside of agricultureis an estimated 6 per cent of
the total informa workforce (this is the Residual
Category in table 3.1). Among the total non-agri-
cultural workforce, 133 million workers or 83 per
cent are in the informal economy.
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Estimating Employment in the Informal Economy in India

Informal employment is defined as the sum of employment in the informal sector (an estimate

based on the characteristics of the enterprise) and in informal jobs outside informal enterprises
(estimated through a residual method). The residual is derived through a comparative analysis of
statistical sources.

1.

To estimate the size of total informal employment, the specific steps are as follows :
Determine the size of the total workforce by applying economic participation rates obtained
from the Employment and Unemployment Survey, NSSO (2001a) to population census esti-
mates interpolated for the reference year.

Determine the size of employment in the organised sector based on administrative data of the
Directorate General of Employment and Training (DGE&T) collected through a network of
employment exchanges in tEe country that refers to all establishments in the public sector and
enterprises in the private sector with 10 or more workers. Information from public sector and
private establishments hiring 25 or more workers is mandatory under the law ; however, private
enterprises employing 10-24 workers file this information on a voluntary basis. This could lead
to an underestimation of the organised sector work force.

Subtract employment in the organised sector from the total workforce to determine total employ-
ment in the informal economy

To further estimate the size of employment in informal jobs, outside of informal enterprises:
Determine employment in the informal sector based on responses to a question in the
Employment and Unemployment Survey on the registration status of the enterprise in which the
worker is engaged.

5. Subtract employment in the informal sector from total employment in the informal economy to

determine informal employment outside informal enterprises - which is a proxy for total

employment in informal jobs .

The 23 million workers in informal employ-
ment outside informal enterprises and outside of
agriculture include outworkers or homeworkers
who are sub-contracted by formal sector unitsand
domestic workers engaged by households, such as
maids, gardeners and security staff. This category
is determined by a residua method which esti-
mates workers in informal jobs who are excluded
from the official definition of the informal sector
(see box on estimating employment in the
informal economy in India). It is likely that the
residual method also identifies some workerswho
would fall under the informal sector definition but
areincorrectly excluded — or missed —in informal
sector statigtics. For example, thereisevidencethat
casual workers for informal firms, particularly in
the construction industry, outworkersfor informal
firms, and barbers, tailors, or other service workers
without afixed place of work are not fully captured
in statistics on informal enterprises. With no fixed
place of work, these workers are often missed in
data collection efforts.

Women account for about one-third of the
workers — about 118 million — in the informal
economy while men account for two-thirds— about
252 million. Women informal workers are concen-
trated mainly in agriculture — so much so that
three-quarters of all employed women are in
informal employment in agriculture. An additi onal

18 percent of al employed women work in
informal enterprises. Over one half (53 per cent)
of al employed men are in informal agricultura
employment and 32 percent are informal enter-
prises.

Informal employment accountsfor virtually al
employment in agriculture and in trade (99 per cent
for both industries) and the overwhel ming share of
employment in construction (94 per cent). It also
accounts for the mgjority of workers employed in
transport and storage (79 per cent) and in socia
and personal services as well as financia service
(66 per cent in both industries). However, the
number of workersin thefinancial service category
is very small. When informal agriculture is
included, the overwhelming share of workersinthe
informal economy arein rural areas (78 per cent).
By contrast, among non-agricultural workers, the
share in rural and urban areas is almost even;
55 per cent are located in urban and 45 per cent in
rural areas.

Outside of informal employment in agricul-
ture, workers in the informal economy are most
likely to be employed in manufacturing, trade, and
hotels. Among non-agricultural informal workers,
43 percent of women are employed in manufac-
turing and about 28 per cent in trade; while about
28 per cent of men are employed in each of the
groups.
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Contribution of the Informal Sector to National
Income

The National Accounts Statistics of Indiaestimate
the contribution of the organised and unorganised
sectors to the Net Domestic Product (NDP) : that
is, the Gross Domestic Product minus depreciation.
The organised or formal sector is based on the
contribution of government/semi-government
organizations; enterprises registered under the
Indian Factories Act, Bidi and Cigar Workers Act,
Co-operative Societies Act, Provident Fund Act
1966; and recognized educational institutions. The
unorganised sector is comprised of al enterprises
outside those listed above.

In 1997-98, the contribution of the unorganized
sector, including agriculture, was 60 per cent of
total NDP. Excluding agriculture, the unorganized
sector contributed 45 per cent of non-agricultural
NDP. Estimates of the contribution of women in
informal employment indicate that women
informa workers contribute about 32 per cent to
total NDP when agriculture is included and only
20 per cent to non-agricultural NDP. By industry,
the share of informal women workers is about
27 per cent in manufacturing NDP and 34 per cent
in community, social and personal services NDP.

In spite of the significance of these contribu-
tions, they are substantially less than the share of
the informal economy in employment which,
including informal agriculture, is 93 per cent of
total employment; and, excluding informa agri-
culture, 83 per cent of non-agricultural employ-
ment.

Using conventional measures of productivity,
unorganised workers would be considered to have
low productivity. In manufacturing, for instance,
the unorganised sector contributes only about
37 percent of total NDP but represents about 86 of
total employment. In someindudries, however, the
difference between the unorganised sector’s contri-
bution to NDP and its share of total employment
is not as great. In trade, the unorganised sector
contributes about 84 per cent of the NDP and
represents 99 percent of total employment. In
transport, the unorganised sector accounts for
about 62 per cent of the NDP and 70 percent of
total employment.

In India, official statistics do not collect data
ontheincomes of workers. Asaproxy for income,
the value-added per worker computed from datain
the Informal Sector Survey can be used. The
average annua value-added per worker in al
informal enterprises was US $505 in 1999-2000.
The scd e of operation of the enterprise had agreat

effect on the capacity to earn and generate
incomes. While workers in own account enter-
prises earned only $375 per year, thoseininformal
establishments with hired workers earned $816.
Further, in urban areas workers in both own
account operations and informal establishments
obtained higher incomes per worker than those in
rural areas. In rural areas the average annual
income of workersin all informal enterprises was
below the poverty norm. Workersin own account
enterprises earned very low incomes and were the
most vulnerable while, on average, workers in
informd establishments (employersand employees
taken together) obtained incomes above the
poverty norm. In urban areas, the average income
of workersin dl informal enterprises was above
the urban poverty norm; however, the earnings of
own account workersin urban areas generally were
not above the poverty horm.

Mexico

The 1990s were aperiod of great economic change
in Mexico. Restructuring programmes early in the
1990s resulted in moreliberal financial policy and
greater privatisation of the economy. In 1994 the
North American Free Trade Agreement (NAFTA)
was signed. A financial crisis occurred at the end
of 1994 and GDPfell 6.2 per cent for the year —the
largest drop during the century. A quick economic
recovery followed with sustained economic growth
for the latter half of the decade. At the end of the
decade the informal economy continued to be
important to both employment and the GDP of
Mexico.

Sze and Composition of Employment in the
Informal Economy

In 1998 informal employment accounted for 64 per
cent of total employment in Mexico (table 3.2).
The non-agricultural component represented
45 per cent of total informal employment and was
evenly divided between employment in the
informal sector/enterprises (23 per cent of total
employment) and informal employment outside
informal enterprises (22 per cent of total employ-
ment). Informal employment in agriculture was
19 per cent of total employment and 94 per cent of
agricultural employment (table 3.3) (see box on
estimating informal employment and the
contribution of the informal economy to GDP
for Mexico).

In terms of absolute numbers, twice as many
men, as women, worked in informal employment
in the year 2000 — 16 million men compared to
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Table 3.2 Informal Economy in Mexico, 1998: Employment and Contribution to GDP1

Share sh Share of Non-
Employment of Total GDP? of CGBB:’P agricultural

Employment GDP
Informal Enterprises 8,858,481 23.0 445,441,361 13.0 134
Informal Employment Outside
of Informal Enterprises 8,480,252 22.0 494,754,798 14.0 14.8
Non-Agricultural Informal
Emp?oymenf 17,338,733 45.0 940,196,159 27.0 28.2
Agricultural Informal Employment 7,334,412 19.0 172,132,923 5.0 -=
Total Informal Employment 24,673,145 64.0 1,112,329,082 32.0 -

Source: Calculations prepared by Rodrigo Negrete, Coordinator, Office of Technical Direction, Instituto Nacional de Estadistica,
Geografia e Informatica (INEGI).

" All calculations were based on main activity; secondary jobs were not considered here.
2 Numbers refers to current pesos in thousands.

Estimating informal employment and contribution of informal economy to GDP
for Mexico

The data summarised in this study for informal sector/enterprises are based on National
Surveys of Micro-Business (ENAMIN) which covered a sample of all small-scale employers and
own account workers previously identified in the National Survey of Urban Employment. TKe micro-
business surveys were conducted on a bi-annual basis during the 1990’s until 1998. In order to
have national data and to have annual data, links were established to the National Employment
Surveys which have been carried out yearly since 1995. The criteria applied to data from the
ENAMIN to determine informal sector economic units were as follows:

a) all “own account” enterprises were included;

c) units headed by professionals were included only if they had no accounting records;

d) miir%egterprises of less than 15 persons with no conventional accounting procedures were
included.

Non-agricultural informal employment outside informal enterprises:  data were based on ques-
tions in the National Employment Surveys on social security protection.

The portion that corresponds to the informal sector employment was subtracted from all employ-
ment unprotected by social security.

Agricultural informal employment : The National Employment Surveys also collected data on
agricultural employment that does not have social protection. This category includes such workers
as well as those working on subsistence agricultural units and micro-farms.

Trial calculations were prepared on the size of the GDP corresponding to the total informal
economy. While informal sector GDP is a standard concept, the vorue added contributed by the
total informal economy is a promising new illustrative indicator.

The starting point for the calculation of the total contribution of the informal economy (TIE) is
the household GDP in the national accounts minus the Imputed Net Rent of Owner-occupied
Dwellings by institutional sector, both concepts published by the Instituto Nacional de Estadistica,
Geogra?io e Informética (INEGI). Once this subtraction was made, the residual is added to the
share that Non-Agricultural Informal GDP Outside the Household Sector (H.S.) represents in terms
of employment in the SNA's total estimate of salaries and wages:

1) TIE= (SNA’s Household’s GDP* — INRD) + SNA’s Salary and Wages
(Informal Outside the H.S./Wage Workers)
Where: TIE: Total Informal Economy Contribution
INRD: Imputed Net Rent of Owner’s Occupied Dwellings
* Published data: Includes Informal Sector’s GDP.
To obtain the share that corresponds to Non-Agricultural Informal GDP outside the Informal

Sector it was necessary to make explicit the share of Informal Sector GDP and the corresponding
share of Agricultural GDP:

2) Non-Agricultural Informal GDP Outside the Informal Sector = TIE — Inf. Sector’s
GDP + Agriculture GDP (Ag. Inf. Employment / Total Ag. Employment)]

Thus: 3] Non Agricultural Informal GDP= Non Agricultural Informal GDP Outside the
Informal Sector + Informal Sector GDP
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7.7 million women. Because fewer women than
men are in the labour force, the gender gap is
narrower interms of therelative shares of informal
employment in total employment: 58 per cent of
women workers are in informa employment in
contrast to 64 per cent of men workers. For both
women and men, informal employment is about
55 per cent of non-agricultural employment. Also,
for both women and men, informal employment
outside of agriculture is ailmost evenly divided
between employment in informal enterprises and
informal jobs outside informal enterprises.

Thereissome evidencethat asignificant share
of informal employment outside informal enter-
prises consists of &) disguised employee status
whereby paid workers work off ste on work
supplied by firms/employers under sub-contracts;
or b) temporary worker status whereby employees
agreeto renew their contracts with their employers
every three to six months: thus becoming “ peren-
nid temporary workers”. Under both such arrange-
ments, the employee is not entitled to afull range
of labour benefits because a) the employer can
disavow his/her responsibility to the employee; or
b) the employee cannot accumulate along enough
period in the job to qualify for benefits.

Many young workers without families accept
these arrangements on the understanding that they
will be compensated in cash earnings for at least
part of what the employer, under a standard
employment contract, would have to contribute to
the Social Security System. The employers prefer
this arrangement because they have no other
obligations to their “ employees” beyond wage
payments in cash.

Other examples of informal jobs outside
informal enterprises include the traditional cate-
gory of domestic workers; Mexicans living on the
border and working with no labour benefitsin the
United States, mainly in the service sector; and, a
relatively new category, sales agents who work on
commission for legally constituted enterprises but
are not listed in the firm’s records.

In Mexico, informa employment is a more
important source of employment in rural than in
urbanised areas. In 2000, informa employment
represented about three quarters (77 per cent) of
employment in areas with lessthan 100,000 inhab-
itants and alittle less than one half (46 per cent) in
areas with more than 100,000 inhabitants. The
proportions are roughly similar for women and
for men.

Informal employment plays a major role in
each of the main industry groups. It is the over-
whelming majority of those employed in three

major industry groups: agriculture (94 per cent),
construction and trade (both 73 per cent). In addi-
tion, it is 63 per cent of transportation, 48 per cent
of communal, personal and other services, and
22 per cent of financial services, insurance and
real estate.

For women, informal employment dominated
their participation in agriculture (94 per cent) and
trade (80 per cent). For men, informal employment
also predominated in agriculture (94 per cent) and
trade 67 (per cent) but it was also significant in
construction (79 per cent), communication and
transport (67 per cent) and communal, personal
and other services (52 per cent). However, only a
little more than a third of men working in manu-
facturing were in informal employment but about
half of women in manufacturing jobs were in
informal employment.

Contribution to GDP

With respect to GDP, trid estimateswere prepared
which show that theinfor mal economy (including
informal agriculture) contributes 32 per cent of
Mexico’'s GDP (see box on estimating informal
employment and contribution of informal
economy to GDP for M exico). The non-agricul -
tural informa economy accountsfor 27 per cent of
the total GDP, with 13 per cent attributed to the
informal sector and 14 per cent to non-agricultural
informal employment not linked to the informal
sector.

The contribution of theinformal sector to GDP
is the more standard calculation in national
accounts. In Mexico, the 13 per cent contribution
of theinformal sector to GDPisamost threetimes
the contribution of the agricultural sector to the
economy. More than half of the value added by the
informal sector is from trade activities (51 per
cent), followed by services (25 per cent) and manu-
facturing (14 per cent).

Women’s share of informal sector GDP in
1999 was 33 per cent. By indudtry, the share of
women in trade GDP was amost equal to the share
of men (47 per cent for women and 53 per cent for
men). Women also contributed a large share in
manufacturing GDP (38 per cent in comparison to
62 per cent for men).

Per capitaincome from the Mexican Informal
Sector (informal sector GDP divided by employ-
ment in informal enterprises) is well above the
Mexican minimum wage and the gap widened
between 1995 and 1999. Per capita income was
4.5 timesthe minimum wage in 1995 and increased
to 5.2 times in 1999. For men, the ratio went
from 4.9 in 1995 to 5.8 in 1999, and for women
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Table 3.4 Composition of employment in the informal economy in South Africa, 2000

2000

Total Women Men
Total employment 11,946,000 5,434,000 6,511,000
Total non-agricultural employment 10,110,000 4,581,000 5,528,000
Total agricultural employment 1,836,000 853,000 983,000
Total informal employment'’
Number of persons 4,063,000 2,449,000 1,613,000
Percentage of total employment 34 45 25
Employment in informal enterprises
Number of persons 3,059,000 1,486,000 1,572,000
Percentage of total employment 26 27 24
Percentage of total informal employment 75 61 97
Non-agricultural employment in informal enterprises
Number of persons 1,977,000 888,000 1,088,000
Percentage of total employment 17 16 17
Percentage of non-agricultural employment 20 19 20
Percentage of total informal employment 49 36 67
Agricultural employment in informal enterprises
Number of persons 1,082,000 598,000 484,000
Percentage of total employment 9 11 7
Percentage of agricultural employment 59 70 49
Percentage of total informal employment 27 24 30
Employment in paid domestic work
Number of persons 1,004,000 963,000 41,000
Percentage of total employment 8 18 1
Percentage of total informal employment 25 39 3

Source: Prepared by Debbie Budlender, Peter Buwembo and Nozipho Shabalala, from the 2000 Labour Force Survey, Statistics

South Africa.

! Informal employment consists of employment in informal enterprises and paid domestic work.

from 3.8 to 4.2. These comparisons provide an
interesting reference point, however it should also
be noted that the minimum wage lost its
purchasing power through the 1990s.

South Africa

The development of the informal economy in
South Africahas been closely tied to the politics of
apartheid. Under apartheid, most informal selling
in urban centres and even would-be formal black-
owned businesses were defined asillegal. Women
were especially affected by the spatial laws of
apartheid. For those not born in ‘white' urban
areas, residence was dependent on their relation-
ship with a man — a husband or father. Formal
sector opportunities were also difficult to obtain.
All of these conditions encouraged large numbers
of African women to work as domestic workers.

During apartheid, ‘informal’, ‘black’ and ‘illega’
were often treated as synonyms in describing
economic activitiesthat wereformally discouraged
by the apartheid government, but arose as an
economic response by black people to apartheid
policies. Since the formal ending of apartheid, the
informal economy has grown. Restrictions on
black-owned businesses have been |oosened and
the growth of small black-owned businesses has
been encouraged. However, the concept of the
“informal sector” is still often confused and
conflated with illegal activities.

Sze and Composition of Employment
in the Informal Economy

Employment in the informal economy in South
Africa was estimated to be 34 per cent of total
employment in the year 2000 (table 3.4). This
includes employment in the informal sector —
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The formal and informal sectors as parts of a continuum

The Labour Force Survey 2000 determined whether a worker was in the formal or informal
sector by asking whether the business where the individual worked was in the formal or informal
sector. Respondents were also asked about characteristics of the organisation, business, enterprise
c;\r brcl:ch where the individual worked and, in the case of employees, about the characteristics of
the job.

I\Nith respect to characteristics of the enterprise where the individual worked, questions were
asked about: a) size (in terms of number of workers); b) whether the enterprise is a registered
company; c) whether the enterprise deducts Unemployment Insurance Act (UIF) contributions; and
d) location of the enterprise, specifically in the owner’s home or farm, in someone else’s home,
inside a formal business, at a service outlet, at a market, on a footpath, street, etc. The results
showed there was a clear relationship but not an exact correlation between the characteristics and
the formality of the enterprise. For example, 80 per cent of informal enterprises have no charac-
teristics of formal enterprises. Conversely, only 1 per cent of informal enterprises have all four char-
acteristics of formal enterprises, compared to 42 per cent of formal sector enterprises. The pattern
suggests there are degrees of formality and informality along a continuum rather than mutually
distinct sectors.

The Labour Force Survey also examined the formality of employment relationships among
workers classified as employees by asking about a) the presence of a written contract; b) the dura-
tion of employment; and c) entitlement to paid leave. Here again — whether analysing the alter-
natives individually or as combined conditions of a job — there was a clear relationship, but not
exact correlation, between the characteristics and whether workers had defined themselves as
working in formal or informal enterprises. For example, 9 per cent of employees in the formal sector
workej;under all three of the conditions of informal work in comparison to 36 per cent of domestic
workers and 50 per cent of those in the informal sector. Moreover, 55 per cent of employees in
the formal sector ﬁad none of the working conditions that are associated with informality in compar-
ison to 5 per cent of domestic workers and 10 per cent of informal sector employees.

Three establishment surveys conducted by the World Bank in the Greater Johannesburg
metropolitan area also show the links between the formal and informal sectors.

The study of large firms found a positive relationship between firm size and the use of tempo-
rary labour and outsourcing. Over three-quarters of firms using temporary labour said they did so
in order to expand the workforce without hiring permanent workers, what the report termed “flex-
ibility” in adapting to increased workloads. A second study looked at small but formal firms regis-
tered for payment of Value Added Tax (VAT). Again citing the need for flexibility, a third of the
micro firms (1 to 5 employees), 50 per cent of very small firms (6 to 20 employees) and 60 per
cent of small firms (21 to 49 employees) hired temporary labour. A third study covered informal
firms—firms which were not registered for VAT and not subject to other formal regulation or taxa-
tion. Retail and hawking accounted for about one-quarter o# the firms. The study found that 80 per
cent of the informal firms depended on formal firms for inputs, 36 per cent sold directly to formal
firms, and over 50 per cent competed with them. Sub-contracted work was not as important for
these informal firms; only 14 per cent had received sub-contracted work.

Sources: V. Chandra, L. Moorty, B. Rajaratnam and K. Schaefer, “Constraints to growth and employment in South Africa,
" Report no.1: Statistics from the Large Manufacturing Firm Survey, The World Bank Southern Africa Department: Informal

discusson papers on aspects of the economy of South Africa, Discussion paper 14 (June 2001) and Ibid., Report No 2 :
Evidence from the Small, Medium and Micro Enterprise Survey. Discussion paper 15 (June 2001).

Monique Cohen, with Mihir Bhatt and Pat Horn, “Women Street Vendors: The Road to Recognition, Seeds, No. 20, pp.
1-23, (New York, Population Council, 2000).

26 per cent of total employment —and employment
in paid domestic work — 8 per cent of total employ-
ment. It should be noted that South Africaincludes
agriculture in these measures. However, individ-
ualsworking in informal jobsfor formal firms are
not included in these estimates. For thisreason, 34
per cent isaconservative estimate of the size of the
informal economy in South Africa. Additional data
collected in the labour force survey indicate that
many workersin theformal sector arein jobswith
informa working conditions, specifically jobs

a) without awritten contract; b) under temporary,
casual or seasona terms of employment; and
¢) with no entitlement to paid leave. However, in
the view of the South Africa analysts, the concept
of informal employment is best seen as a
continuum (see box on the formal and infor mal
sector s as parts of a continuum). For this reason
it was not possible to combine the data from the
different survey questions to arrive a a single
estimate of the total informal economy for this
report.
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Domestic workers

As noted before, domestic workers are a significant source of employment in South Africa,
especially for women (see table 3.4) . Domestic workers comprise 8 per cent of total employment
and 18 per cent of women’s total employment. The South AEica Minimum Standards Division of
the Department of Labour carried out a study of domestic workers for the Employment Conditions
Commission, the body which advises the Minister of Labour on minimum wages and conditions
for vulnerable workers. The department drew on all known existing work on domestic workers and
also organised some special investigations in compiling the report. The sources included employer
questionnaires, rublic workshops and hearings, a telephone survey of urban households, ques-
tionnaires completed by domestic workers and information from Statistics South Africa.

In terms of age, domestic workers were found to be concentrated in 30 — 49 age group but
not confined to these ages. Generally, domestic workers have relatively low education levels when
compared fo other workers. However there are significant numbers of women who have completed
secondary education but are doing domestic work in the absence of other opportunities. One
survey found that 37 per cent of workers said they were doing this work because they did not have
adequate skills for other occupations; 34 per cent said it was easier to find work as a domestic,

and only 14 per cent reported that they did the work because they enjoyed it.

More women are employed in the informal
economy than men — 2.4 million women in
comparison to 1.6 million men (table 3.4).
Moreover, nearly one-haf of al employed women
work in the informal economy, but only one-
guarter of employed men. The number of women
and men working in the informal sector isroughly
similar. More women than men work in the
agricultura informal sector and substantially more
work in paid domestic work. Domestic service is
39 per cent of women'stotal informa employment
but only 3 per cent of men’s (see box on domestic
workers).

Informal employment is more important in
non-urban (in South Africathis includes the truly
rural and the urban periphery) than in urban areas.
Over half of employment in non-urban areas
(53 per cent) is informal but only one quarter
(27 per cent) in urban areas.

There are aso significant differences in
employment across the provinces, reflecting,
among other factors, the country’s apartheid
history and poverty levels. In the poorest provinces
which mainly comprise the previous “homeland”
areas, Eastern Cape and Northern Province
(recently renamed Limpopo), formal employment
accounts for under half of total employment.
Conversely, inWestern Cape and Gauteng, thetwo
wealthiest provinces, the formal sector accounts
for about three-quarters of employment. Eastern
Cape and Northern Province are also among the
provinces with the highest level sof unemployment
(27 per cent and 28 per cent, respectively) while
Western Cape and Gauteng havethelowest (15and
21 per cent). In provinces which do not consist
largely of former “homeland” areas — Western

Cape, Northern Cape, Free State and Gauteng —
thereisvery little differencein the formal/informa
distinction in urban and non-urban areas. It is
primarily in the provinces which consist largely of
former “ homeland” areasthat the non-urban areas
have significantly more informa employment. A
large part of the informal employment in these
provincesis comprised of subsistence agricultural
workers.

Informal employment as currently measuredin
South Africa is concentrated in two economic
sectors: namely, domestic services and in agricul-
ture. Together they account for 52 per cent of
employment in the informal economy, as defined
by South Africa. Construction and trade together
account for another significant proportion — about
30 per cent — of informal employment. Women
even more than men are likely to be employed in
informal agriculture and trade. Women represent
60 per cent of informal workersin trade and 55 per
cent or more of informal workersin agriculture,
manufacturing, and community and personal
Sservices.

Data are also available on occupation. Few
clerks, professionds, technical personnel and oper-
ators are employed in the informal sector. By
contrast, the majority of farmers, gardeners and
other skilled agricultural workers (81 per cent) are
in the informal sector. In addition significant
portions of unskilled workers (36 per cent), craft
workers (32 per cent) and service and sales
workers (27 per cent) arein theinformal sector. In
each of these occupational groups, women are
more likely than men to be employed in the
informal sector. Women account for roughly one
half of workersin the informal sector (excluding
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domestic work), but ahigher proportion in several
occupational groups: two-thirds of informal
service and sales workers, 62 per cent of informal
sector clerks, 55 per cent of informa sector
unskilled workers and 53 per cent of technicians
and associate professionals in the informal sector
(including workers in computing, nursing,
midwifery, traditional medicine and teaching as
well as farmers, gardeners and other skilled agri-
cultural workers.

Sub-Group Case Studies
Home-Based Work

Working at Home

Home-based work appearsto be on therise around
the world. Some combination of the following
factors accounts for this apparent increase. The
first isthat global competition increases pressures
on firms to cut costs through more flexible work
contracts or sub-contracting production. The
second is that information technology — particu-
larly computers — allows and encourages many
clerical, technical, and professiona workers to
work from their home rather than at another work-
site. The third isthat an increasing lack of formal
employment opportunities — due variously to the
lack of economic growth, to capital-intensive
patterns of economic growth, and/or to faster
growth in the economically active population than
in formal employment — forces many workers to
take up self-employed work, often at or from
the home.

Working at home evokes two contrasting
images: one more traditional and pessimistic, the
other more modern and optimistic. The pessmigtic
imageisof low-paid and low-skilled manual work
done in cramped, dingy and unsafe surroundings,
often involving child labour. The optimistic image
isof highly paid and skilled professionals, techni-
cians, and managers conducting business “ by fax,
phone, e-mail, and other computer links from the
comfort of their well-appointed residences” .2

In redlity, home-based work is more heteroge-
neous than these two prevailing images suggest.
Home-based workers include the self-employed
who are engaged in family businesses or own
account operations as well as paid workers
working under sub-contracting arrangements.
Some observers dso include those who do some
of their paid work at home although they also have
a place of work outside their home. Some home-
based workers are engaged in labour-intensive

manual activities, whileotherswork in capitd- and
information-intensive clerica or professional
activities. Their occupations range from rolling or
packaging incense sticks and cigarettes; to
stitching garments or shoe uppers; to providing
laundry, child care, or shoe repair services; to
assembling electrical plugs or electronic compo-
nents; to entering, processing, or anaysing data;
to providing professional and technical servicesto
individuals or businesses.

Despite the considerable diversity in theterms
and conditions of work experienced by different
groups of home-based workers, there is growing
evidence to suggest why we should be concerned
about home-based workers, especially about those
engaged in low-end work. One reason for concern
relatesto a common problem faced by home-based
workers and other informal workers: namely, the
fact that they do not have access to employment-
based benefits or protection. Another relatesto the
fact of working at or from home: that is, home-
based workers tend to remain isolated from other
workers and, therefore, to be less well organised
and have less voice vis-avis employers or public
authorities than other workers. Some reasons for
concern apply to specific groups of home-based
workers, notably homeworkers. Homework is
often associated with low pay, especially among
homeworkers engaged in manual work.
Compounding their often low wagesisthefact that
homeworkers have to pay for many of the non-
wage cods of production: notably, the overhead
costs of space, utilities, and equipment (seebox on
self-employed, homeworkers, and employees).

Another reason for concern isthat women are
over-represented among home-based workers,
especialy among homeworkers engaged in manual
work. Available evidence from around the world
suggests the following common patterns: women
are more likely than men to work mainly at home;
women are more likely than men to work at home
in manual activities; and among homeworkers
women arefar morelikely than men to be engaged
in low-paid manual work.® The available evidence
al so suggests that women homeworkers in manual
jobs are among the lowest paid workers in the
world.*

For these and other reasons, labour activists
including the Self-Empl oyed Women’sAssociation
(SEWA) and the international alliance of home-
based workers (called HomeNet), lobbied for an
international convention on homework that would
mandate that homeworkers be recognised as
workersand receivetherights due all workers. The
ILO Convention on Homework, 1996 (No. 177)
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recognises homeworkers as workers who are
entitled to just reward for their labour and sets a
standard for their minimum pay and working
conditions, including occupational heath and
safety. Among other recommendations, the ILO
Convention on Homework, 1996 (No. 177) callsfor
improved statistics on homework.

Composition of Home-based Work

The term “home-based worker” is used to refer to
the general category of workers who carry out
remunerative work within their homes or in the
surrounding grounds. It does not refer to either
unpaid housework or paid domestic work. Within
the general category of home-based workers, there
aretwo basic types of workers: those who work on
their own (the self-employed) and those who work
for others (mainly as industrial outworkers). The
term “ homeworker” is used to refer to a sub-set
of home-based workers: namely, industria
outworkers who carry out paid work from their
home. It is important to distinguish, both concep-
tually and statistically, between the following two
categories (and related terms)

m  Home-based workers: all those who carry out
market work at home or in adjacent grounds or
premises whether as self-employed or as paid
workers

m Homeworkers: those home-based workers
who carry out paid work for firms/businesses
or their intermediaries, typically on apiece-rate
basis
This distinction reflects differences that have

policy implications. The problems and constraints

faced by sdlf-employed home-based workers and
homeworkers are quite different, although both
typically lack bargaining power and have to
providetheir own social protection. Homeworkers
are often forced by circumstances to work for lav
wages without secure contracts or fringe benefits
and to cover some production costs (in particular,
equipment, space, utility costs). Most self-
employed home-based workers, except high-end
professionals, face limited access to and/ or
competition in relevant markets. To improve their
situation homeworkers need to strengthen their
capacity to bargain for regular work orders, higher
piece rates, and overdue back pay (a common
problem faced by homeworkers worldwide) ; while
home-based self-employed need better access
to financial markets and enhanced capacity to
compete in product markets. In effect, home-
workers often face problems of exploitation while
the self-employed often face problems of exclu-

sion. The strategies to address problems of
exploitation in labour markets— such as collective
bargaining for higher wages— are different than the
strategies to address problems of exclusion in
capital and product markets — such as providing
access to financial, marketing, and business
services.

Despite their numbers, and despite the growing
interest in their situation, there are few good esti-
mates of home-based workersin general and fewer
still of homeworkers in particular. This is due, in
part, to problems of enumerating work carried out
in thehome, especially by women. Thisisaso due
to the fact that the “ place of work” variable, used
to identify persons working at or near their home,
is not included in many labour force and popula-
tion surveys and, even when it is, the results have
often not been tabulated in officia statistical anal-
yses.® In addition, to obtain the information needed
to understand the nature and scope of the problems
they face, home-based workers need to be classi-
fied according to appropriate employment status
categories and by industry or sector.

There are several specific problemsrelated to
measuring homeworkers in particular. An impor-
tant problem is the difficulty of determining
whether a home-based worker works under a
contract or agreement for a specific firm; and, if
so, whether she/he is self-employed or a home-
worker. This is because homeworkers occupy a
grey intermediate space between the fully inde-
pendent self-employed and fully dependent paid
employees (see box on self-employed, home-
workers, and employees). Homeworkerstypicaly
have to absorb many production costs and associ -
ated risks—including, buying or renting and main-
taining equipment; providing workspace and
paying for utility costs; and buying some inputs —
often without help from their employers. Thustheir
net remuneration may be significantly less than
indicated by the piece-rates that they are paid. For
instance, most garment homeworkers have to buy
and maintain their own sewing machines, replace
needles and ail, and pay for the eectricity to run
their machines and light their workspace. Most
homeworkers are also not directly supervised by
those who contract work to them, athough they are
subject to delivery deadlinesand to quality control
of the products or services they deliver. For these
reasons, they should be considered semi-depen-
dent, not dependent, wage workers. To identify
clearly which home-based workers are home-
workers, labour force surveys and population
censuses heed to include sufficient and appropriate
guestions regarding their contractual situation.
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Self-Employed, Homeworkers, and Employees

Current national and international statistical standards used to measure and classify “status of
employment” do not have enough categories to capture the range of employment arrangements
in today’s world. This is because all workers are thought to be either fully independent (self-
employed) workers on the one hand (such as employers and own-account workers) or fully depen-
dent workers on the other (i.e. as paid employees). However, many work situations do not fit neatly
into these two basic categories. Rather they fall in a grey intermediate zone between being fully
independent and being fully dependent. Consider the intermediate status of homeworkers as illus-
trated in the table below:

Characteristics Self-Employed Homeworkers Employees
Coniract sales contract employment contract employment contract
Remuneration from sale of goods/ for work (typically for work
services piece rate) (time or piece rate)
Contract with Self employer/intermediary Employer
Means of provided by self provided by self provided by employer
Production
Workplace provided by self provided by self provided by employer
Supervision Autonomous indirect or no supervision direct supervision

To be able to identify and enumerate homeworkers, and other workers with intermediate
employment status, specific questions to probe the key variables in the lef-hand column — notably,
nature of contract, form of remuneration, place of work, and degree of supervision — need to be
designed. The current national and international standards for classifying workers would need to
be re-examined to determine whether existing categories can be sub-divided to accommodate these
infermediate employment statuses or whether whole new categories that cut across existing ones

would need to be introduced.

A second problem is the difficulty in identi-
fying the specific firm for which the homeworker
works and determining the characteristics of that
firm. The current nationa and international stan-
dards for measuring “ status in employment” treat
the intermediary — the contractor — who supplies
raw materials and receives the finished goods
against payment for the work done as the
“employer”. However, analyticaly, it isnot clear
which firm should be considered as the employer
of the homeworker: the intermediary that directly
placeswork orders, the supplier that puts out work
to the intermediary, the manufacturer that
outsources goods from the supplier, or the retailer
that sells the goods? There is a parallel lega
problem: namely, which unit in the chain should
be held accountable for the rights and benefits of
workers down the chain? Many labour lawyersand
activists argue that the lead firm that initially put
out the work should be considered the equivalent
of the employer. Operationally, the homeworker
often does not know which firm puts out the work
or sellsthe finished goods.

A related problem isthat a category of worker
associated with the sub-contracting of work — the

intermediary or sub-contractor — does not fit
conventiona categories of employment status.
Sub-contracting by a manufacturing or retail firm
often involves one or more intermediaries and
sometimesinvolves along, complex chain of inter-
mediaries. These intermediaries — or sub-contrac-
tors—typically receive work orders and raw mate-
rialsfrom firmsor other intermediaries. They then
put out work to small production units or to home-
workers. Many such intermediaries are themselves
home-based: that is, they store raw materials at
their home and allocate work orders from their
homes. In addition to putting out work to others,
some intermediaries operate small production units
themselves: thereby, taking on the additional satus
of self-employed outworker. Unlike the indepen-
dent employer who hires others to work in his/her
enterprise, the intermediary depends on a firm or
another intermediary for work orders and raw
materials and usually sub-contracts, rather than
hires, workers. Like an independent employer,
however, the intermediary assumes some economic
risk: notably, responsibility for storing raw mate-
rials, overseeing the quality of production, and
delivering finished goods. For these reasons,
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Homeworkers in Global Value Chains

In global value chains in which the lead firm is a multinational firm based in an industrialised
country and the homeworkers are scattered across one or more countries, the links between the
homeworker and the lead firm for which she/he works become obscure. The following case illus-
trates how complicated things can be in negotiating payment or wages due for completed work.

When a trade union organiser in Canada tried to ﬁe(p one immigrant Chinese garment worker
get her back wages, she found that the garment worker did not know who she worked for as the
man who dropped off raw materials and picked up finished garments drove an unmarked van.
When the garment worker eventually found a tag with a brand label on it among her raw mate-
rials, the trade union activist was able to trace the “label” from a retail firm in Canada to a manu-
facturing firm in Hong Kong to an intermediary in Canada: in this case, the global value chain
began and ended in Canada. When the local intermediary was asked to pay the back wages due
to the garment homeworker he replied: “Put me in jail, | cannot pay. The manufacturer in Hong

Source: Stephanie Tang of UNITE, personal communication.

Kong who sub-contracted production to me has not paid me in months. ”

intermediaries are better considered as semi-inde-
pendent workers, rather than fully independent
employers.

Depending on the number of intermediariesin
any given sub-contracting chain, the links between
the homeworker and the lead firm for which they
work are often obscure. In long complex chains of
intermediaries, bargaining for higher wages is
complicated by the distance between the home-
worker and the lead firm and the ambiguity over
who isresponsiblefor providing higher wages (see
thebox on homeworkersin global value chains).

Nature of Home-Based Work

Historically, home-based work has aways
included skilled artisan production and entre-
preneurial activities aswell aslow-skilled manual
work and surviva activities. In recent decades, new
forms of home-based work — often involving
higher-skills, information technol ogy, and higher-
wages — have emerged. Currently, the various
forms of home-based work include:

m  Manufacturing and Assembly: sawing, packing,
routine assembly

m  Artisan Production: weaving, basket-making,
embroidery, and carpet-making

m Persona Services: laundry, beautician and
barber, shoe repair, dressmaking, lodging and
catering

m Clerical Work: typing, data processing, tele-

marketing, bookkeeping, accounting, call
centre telephonists

m  Professiona Work : tax accounting, lega advis-
ing, design consulting, computer programme-
ing, writing, engineering, architectural, medical

Typicaly, manufacturing and assembly work
involve low levels of skills, technology, and pay;
routine and standardised tasks; and/or physically
demanding effort. Professional work, on the other
end, tends to be varied, complex, and creative;
relying heavily on information technology;
involving choice and discretion; and well paid, if
not highly paid.® The other forms of home-based
work fall somewhere in between.

Historically, most homework irnvolved manual
work in labour-intensive activities: notably, in
textiles, garment, and footwear manufacturing
industries. Increasingly, homework also involves
activities in the service and commercial sectors:
notably clerical work in data processing, telecom-
munication, and telemarketing; but also highly
skilled professional and technical consulting. Asa
result, increasing numbers of homeworkers, partic-
ularly in developed countries, are in services and
commerce, hot manufacturing (see box on recent
shifts in homework in Chile). New forms of
homework have emerged also in capital-intensive
manufacturing industries. For example, recent
innovations in production technologies and tech-
niques allows the automobile industry to sub-
contract some part of the production process to
home-based enterprises and (even) homeworkers.
A recent survey of homework in the U.K. found
that specialised firms producing specific compo-
nents for the automobileindustry, including wiring
systems, seat cushions, and waterproof covers,
sub-contract to homeworkers.”

NumbersWorking at Home

Available statistics for devel oped countries suggest
that a significant and probably growing number of
workers are home-based. Available statistics for
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Recent Shifts in Homework in Chile

The Government of Chile has added special modules to measure homework to its national
labour force survey: once in 1997 in both rural and urban areas, and again in 2000 in urban
areas only. These survey findings show shifts in the composition of urban homework in the context
of a prevailing economic crisis and growing unemployment (8 per cent in 1997, 11.5 per cent in
2000). There were shifts in homework in the urban areas over this period, including : drop in share
of homeworkers in total workforce ; drop in share of women among homeworkers; and, most signif-
icantly, rise in share of men among homeworkers (from 20 to 27 per cent).

There are several possible explanations for the increased share of men in homework, including:
the informalisation of formal jobs, the flexibility of home-based work, and the emergence of new,
higher status, forms of home-based work - involving information technology and the use of
computers — that might attract men to home-based wori.

Between the two survey rounds, the share of services/ commerce in total homework rose from
45 to 56 per cent and the share of services/commerce in male homework rose from 13 to 71 per
cent. These findings are consistent with the latter explanation: namely, that higher status forms of
home-based work in information-intensive services might have attracted men to home-based work.

In 2000, among all urban homeworkers in Chile, women were over-represented in manufac-
turing and retail troc?e (90 and 98 per cent, respectively) while men were overrepresented in profes-
sional and technical jobs (82 and 66 per cent, respectively).

Sources: Helia Henriquez, Verénica Riquelme, Thelma Galvez and Teresita Selamé et al. “Home Work in Chile: Past and

Present Results of a National Survey”, SEED Working Paper No.8, (Geneva, Infernational Labour Office, 2001) and Helia
Henriquez and Veronica Riquelme, El Trabajo a Domicilio en el 2000, unpublished report.

Table 3.5 Home-Based Workers in Fourteen Developing Countries: Number, Share of

Non-Agricultural Employment, Proportion Women

Total Home-Based Workers

gfo\t;\r/\ct)rrlfesr/scmegorles Number of Per cent of Non- Women as
Home-based Workers  Agricultural Workforce  per cent of Total
Only Homeworkers Covered
Chile (1997) 79,740 2 82
Philippines (1993-5) 2,025,017 14 79
Thailand (1999) 311,790 2 80
Only Self-Employed Covered
Brazil (1995) 2,700,000 5 79
Costa Rica (1997) 48,565 5 45
Morocco (1982) 128,237 4 79
Peru (1993) 128,700 5 35
Both Categories Covered
Benin (1992) 595,544 66 74
Guatemala (2000) 721,506 26 77
India (1999-2000) 23,496,800 17 44
Kenya (1999) 777,100 15 35
Mexico (1995) 5,358,331 17 43
Tunisia (1997) 211,336 11 38
Venezuela (1997) 1,385,241 18 63

Source: Jacques Charmes, 2002 (personal compilation of the author on the basis of official labour force statistics and national

accounts). A subset of these data was published in ILO, On Measuring Place of Work (Geneva, 2002).
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Working at Home in India

In India in 1999-2000, the National Sample Survey Organization included a question in the
labour force survey on the “place of work.” The results show that about one quarter of all non-
agricultural workers in informal enterprises work in their own dwelling. Within this overall picture,
there are marked urban-rural and male-female differences. About 18 per cent of these workers are
home-based in rural areas, while only 6 per cent are home-based in urban areas. Well over half
of the female non-agricultural workforce in informal enterprises (57 per cent) works at home, while
less than one-fifth o? the male non-agricultural workforce (18 per cent) works at home.

A recent sample survey of the workforce of Ahmedabad city in Western India brings out very
clearly the gender differences in the location of work. The findings from that survey show the
following distribution of all male and female workers — both formal and informal — across different
work sites:

® 52 per cent of all women, compared to 8 per cent of all men, work at home

18 per cent of all women, compared to 1 per cent of all men, work in others’ homes

5 per cent of all women, compared to 23 per cent of all men, work on the streets

3 per cent of all women, compared to 5 per cent of all men, work at construction sites

22 per cent of all women, compared to 58 per cent of all men, work at factories, offices, or
workshops

This study found that women operate nearly 70 per cent of the informal manufacturing activi-
ties, nearly 30 per cent of the informal service activities, and just under 15 per cent of the informal
trading activities and that the majority of all economic activities managed or operated by women
are home-based. For instance, virtually no women run small monuf%cturing units outside their
homes and nearly three—quarters of women traders operate from their homes (rather than on the
streets).

Source: Jeemol Unni., “ Size ,contribution and characteristics of informal employment in India” (2001). Paper will be

available at hitp://www.ilo.org/public/English/employment/infeco/index.htm

devel oping countries suggest that over 10 per cent
of non-farm workersin most countriesand as high
as 20-25 per cent in some countries are home-
based.

Developing Countries: Working at home has
always been the reality of work for many peoplein
developing countries. However, statistics on this
phenomenon remain very poor. Recent compila-
tions of official statistics from the early to mid-
1990s on home-based work from 14 developing
countries suggest that there is considerable varia
tion in the incidence of home-based work
(table 3.5). In Benin, which has made special
attempts to improve its official statistics in this
area, the share of home-based work in non-agri-
cultural employment was very high (66 per cent).
In seven of the countries, home-based workers
represented between 10 to 25 per cent of the non-
agricultura workforce: Guatemala (26 per cent),
India (16 per cent), Kenya (15 per cent), Mexico
(17 per cent), Philippines (14 per cent), Tunisia(11
per cent ), and Venezuela (18 per cent). In one of
these countries, the Philippines, only homeworkers
were counted, while in Guatemala, India, Kenya,
Mexico, Tunisia, and Venezuela attempts were
made to count all home-based workers, both those
who are self-employed and homeworkers.

In the other six countries, the share of home-
based workers in non-agricultural employment was
quite small: Brazil (5 per cent), Chile (just under
2 per cent), CostaRica (5 per cent), Morocco (4 per
cent), Peru (5 per cent), and Thailand (2 per cent).
However, for two of these countries—Thailand and
Chile — only homeworkers were counted; and in
the other four — Brazil, Costa Rica, Morocco, and
Peru — only the self-employed were counted.

Perhaps the most striking fact is that the share
of women in home-based work was over 75 per
cent in seven of the countries, over 50 per cent in
another one country, and over 30 per cent in the
remaining six countries. In the three countriesthat
only counted (dependent) homeworkers, the share
of women was about 80 per cent. A recent national
sample survey in India, specialy designed to better
enumerate the informal economy, found a high
incidence of home-based work overall aswell as
marked urban-rural and male-femae differencesin
the incidence of home-based work (see box on
working at homein India).

Developed Countries: Working at homeisalso
the readlity of work for many people in devel oped
countries. In the mid-1990s, home-based workers
— here defined as persons who work more than half
of their working hours at (or from) their home —
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represented between four to eleven per cent of the
total workforce in eight out of twelve European
countries surveyed: Belgium, Denmark, France,
Germany, Ireland, Italy, Luxembourg, and
Netherlands. In the remaining four countries, the
share of home-based workersin the total workforce
was as follows: Greece (one per cent), Portugal
(four per cent), Spain (one per cent), and the U.K.
(three per cent). For the twelve European countries
taken asawhole, the share of home-based workers
represented between four and five per cent of the
total workforce.®

In the United States, home-based work grew
between 1980 and 1990, after falling significantly
between 1960 and 1980. Factors in this growth
include advances in information and communica-
tion technology and the need to balance work and
family by the growing numbers of two-career fami-
lies. Based on 1991 national survey results one per
cent of all non-farm workers worked entirely at
home. Two-thirds of these workers were women.
In contragt to on-siteworkers, home-based workers
were morelikely to be self-employed, to work non-
standard hours, and to livein rural areas. Analysis
showed that workers who need or prefer flexible
work hours or to work at home — the disabled;
women, especially those with young children; and
those living in rural areas with long commutes to
on-site jobs — had greater representation among
home-based workers. However, the associated
flexibility came at a cost. The average hourly
wages of home-based workers of either sex were
below those of on-site workers, even when one
controls for employment status, hours worked, or
urban/rural residence.® However, comparing earn-
ingsiscomplex because there are additional work-
related costs on the part of both on-site workers
(travel, costs of family care, etc.) and home-based
workers (overhead for work place, utilities and
equipment).

Street vendors

Street vending is a globa phenomenon. In cities,
towns, and villages throughout the world, millions
of people earn their living wholly or partly by
selling awide range of goods on the streets, side-
walks, and other public spaces. With the advance
of modern retailing — fixed retail operations,
department stores, and malls—many expected that
street vending would go away. Yet today, in most
countries of theworld, street vending persists—and
probably has expanded — even where local regula
tionsseek to ban or restrict it. It representsafeature

of traditional societies that has survived, adapted,
or re-emerged in modern ones.

Who are Street \Vlendors?

Around the world, a large and, perhaps, growing
share of theinformal workforce operates on streets,
sidewalks, and public parks, outside any enclosed
premise or covered workspace. This includes not
only those street vendors who sell goods but also
abroader range of street workerswho sell services
and produce or repair goods, such as. hairdressers
or barbers; shoe shiners and shoe repairers; car
window cleaners; tailors specializing in mending;
bicycle, motorcycle, van, and truck mechanics;
furniture makers; metal workers; garbage pickers
and waste recyclers; headloaders and cart pullers;
wandering minstrels, magicians, acrobats, and
jugglers; beggars and mendicants. In Kenya, the
Swahili term «Jua Kali» —which means «under the
burning sun» — is the traditional name for the
informal economy. This is because so many
informal activities, not just street trade, take place
in the open-air under the burning sun.

Even when used in the more narrow and
precise sense of informal traders who sell goods
from the street or in the open air, street vending is
a large and diverse activity: from high-income
vendors who sdll luxury goods at flea markets to
low-income vendorswho sell fruits and vegetables
alongside city streets. Those who sell a single
product or range of products as street vendors also
often do so under quite different economic arrange-
ments: some aretruly self-employed and indepen-
dent, others are semi-dependent (e.g., agents who
sell products for firms against a commission),
while still others are paid employees and fully
dependent (see box presenting a typology of
street vendors).

Common Problems of Street Vendors

Street vendors are often viewed as a nuisance or
obstruction to other commerce and the free flow of
traffic. Since they typically lack legal status and
recognition, they often experience frequent harass-
ment and evictionsfrom their selling place by loca
authorities or competing shopkeepers. Their goods
may be confiscated and arrests are not uncommon.
The places where they work are often dirty and
hazardous. Nevertheless, street vending may bethe
only option for many poor people. Therefore, the
right to vend — within reasonable limits or
constraints — should be considered a basic
economic right (see box with summary of the
Bellagio International Declaration of Street
Vendors).
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Typology of Street Vendors

Street vendors are not a homogeneous group. They can be categorized or grouped according
to e.g. what types of goods they sell, where they trade, and from what type of premise as well as
by their employment status, as indicated below. Also, for some street vending is full-time primary
work ; for others it is a parttime secondary job.

Types of Goods: What do They Sell?

Foodstuffs: fruit and vegetables Cigarettes and matches
Cooked food Newchpers and magazines
Snacks and soft drinks Manutactured goods

Candies and sweets Second-hand goods
Ice cream and popsicles

Location of Work: Where Do They Trade?

System of open-air markets in designated Railway stations, subway stations,
areas on designated days bus stops/lorry stations
Concentrations of vendors in particular areas: Construction sites
central business district or residential Sports complexes
neighbourhoods Home

Street corners or sidewalks

Type of Premise: From What Do They Vend?
Baskets or bowls placed on theé;round Bicycle

or carried on the head or body Wheeled push-carts
Mats or cloths spread on the ground Wheeled stalls with display cases
Stool or table Porch-front or window display
Pole over shoulder Fixed shed, stall, or kiosk
Employment Status: Are They Independent or Dependent?
Independent self-employed: with and Semi-dependent workers:
without employees e.g. commission agents

Dependent employees: paid workers for other
street vendors or for wholesale/retail traders

Bellagio International Declaration of Street Vendors

In 1995, representatives from street vendor associations and activists, lawyers, and researchers
working with street vendors from 11 cities around the world met in Bellagio, ltaly to form an inter-
national alliance (now called StreetNet) of street vendor associations and of organizations working
with street vendors. The founders of the network drafted the Bellagio International Declaration of
Street Vendors.

The Bellagio Declaration identifies the following common problems of street vendors around

the world:

* No legal Status, No Right to Vend

* Lack of Space or Poor Location

® Restrictions on Licensing, Costs of Regulation

e Harassment, Bribes, Confiscation, and Evictions

® Lack of Services and Infrastructure

* Lack of Representation or Voice

The Declaration urges national governments to incorporate street vendors in economic policies
relating to trade, financial policies relating to micro-entrepreneurs, and social policies relating to
the working poor. The Declaration also urges city governments to incorporate street vendors in
urban planning processes and urban policies and to promote institutional mechanisms for street
vendor associations to voice grievances, make demands, and resolve disputes with other urban
stakeholders.

Source: Bellagio International Declaration of Street Vendors drafted by founding members from 11 countries of the inter-
national alliance of street vendors, StreetNet, at a meeting in Bellagio, Italy, 1995.
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Street Vendors in Mexico City, Mexico

Until recently, officials in Mexico City had data only on those forms of street vending that they
recognized, notably vending in public markets, various rotating markets, and recognized concen-
trations of vendors in residentiolporeas. In the 1990s, attempts were made to collect figures on a
city-wide basis of registered ambulatory vendors with stalls of various kinds. But there iove been
no efforts to collect official data on “non-tolerated” vendors, those without stalls and without regis-
tration. In the mid-1990s, a study of the political economy of street vending in Mexico City
attempted a conservative estimate of the different forms of street vending based upon reported
figures and estimates. The study estimated that the core street vendors in the city operated from the
following types of locations and numbers of stalls:

Rotating Markets: 38,000 stalls
Ambulatory: 67,248 stalls

Metro stations: 5,000 stalls

Street corners/neighbourhoods: 10,000

University Press, 1998)

Concentrations: 1,500 stalls on the street or sidewalks (not counting 10,500 stalls in empty lots)

These estimates suggest that there were a total of 121,738 stalls in the city. In terms of the
number of street vendors, the study generated a conservative estimate of 185,600 individuals
permanently inclued in fullime street vending in Mexico Ci(?. This figure represents only the basic
core of regular vendors in the city. It does not include ven
or who add to the numbers during peak commercial seasons. The inclusion of such temporary
vendors would probably add, the study estimates, at least 50 per cent to the figure above.

Source: John C. Cross. Informal Politics: Street Vendors and the State in Mexico City (Stanford, California, Stanford

rs who occasionally sell in the street

Except in soci eties where gender normsrestrict
women’s mobility, women account for a magjor
share of street vendors. However, with a few
notable exceptions in mainly African countries,
women traders are more likely than men tradersto
have the more risky work situations, by: operating
from an open rather than a covered space; oper-
ating from the street rather than a cart or a stall;
operating fromaninsecureor illega space; trading
in perishable goods; generating alower volume of
trade; working as commission agents or employees
of other vendors; and not employing others to
work for them.* Consequently, women vendors
also tend to earn less than men vendors. ™

Sze and Contribution of Street Trade

Despite their numbers and visibility, there are
few good estimates of the number of street
vendors. Many population censuses and labour
force surveys do not contain a question on “place
of work” with relevant response dternatives. Or,
if they do, the results are not routinely tabulated
or disseminated. The international standard
classification of occupations (1SCO-88) includes
three sub- groups: ‘ stall and market salespersons’,
‘street vendors and related workers' ; and ‘ shoe
cleaning and other street serviceselementary occu-
pations . However, these categories are rarely
presented, either separately or combined, in official
statistics.

Some of the specia surveys that have proved
effective at enumerating street vendors have high-
lighted an important feature of street trade that
makes it difficult to measure: namely, there is a
great variance in the number of street vendors
counted depending on the time of day or the season
of the year. The number of vendors can fluctuate
from one season to the next, one day to the next,
and even during asingleday. Thisisbecause some
vendors only sell in the morning, afternoon, or
evening; some sell only on weekends; and others
sell only during certain seasons. Some may move
from one location to another during the day,
appearing settled at each; while others may change
what they sell from one season, month, or day to
another. Further, the same vendor family or unit
may have several different stallsat the same market
or in different markets, confusing the question of
what is a vendor unit or business.*? One specia
study attempted an estimation of the number of the
basic core of regular street vendorsin Mexico City
in the mid-1990s. The study estimated that there
were roughly 185,000 regular street vendors and
an additional 90,000 occasional street vendors in
Mexico City (see box on street vendors in
Mexico City).

In principle, establishment censuses and
surveys have the potential for capturing or
measuring street vendors. The best approach would
be to use coordinated — or mixed — household and
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Table 3.6 Street Vendors in Ten Developing Countries: Estimated Number, Share of
Non-agricultural Employment, Proportion of Women

Number of street vendors

Per cent of non-agricultural

Per cent Women
labour force

Tunisia (1997) 125,619
Benin (1992) 45,591
Kenya (1999) 416,294
India (1999-2000) 3,881,700
Turkey (2000) urban 255,000
Brazil (1991) 1,445,806
Costa Rica (1997) 13,085
Guatemala (2000) 259,203
Mexico (2000) 1,286,287
Venezuela (1997) 318,598

2
81
33
14

3
30
18
55
44
32
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Source: Jacques Charmes, 2002 (personal compilation of the author on the basis of official labour force statistics and national
accounts). A subset of these data was published in ILO, On Measuring Place of Work ( Geneva, 2002).

establishment surveys (as is recommended for
capturing the informal economy in generd). It is
noteworthy that when national data collection
activities give priority to the measurement of street
vendors, as in the 2000 Labour Force Survey in
South Africa, significant numbers of these workers
areidentified. The 2000 L abour Force Survey esti-
mated that there were 323,000 food vendors and
122,000 non-food vendors in the country, while
the 1995 household survey estimated only
2,038 vendors nationwide. While there has been
some “real” increase in the number of street
vendors in South Africa due both to the relaxation
of apartheid laws and to decreasing formal work
opportunities, much of the increase between 1995
and 2000 is “statistical " : that is, due to improved
methods for prompting respondents and training
fieldworkers and coders.*

In 10 developing countries, the estimated share
of street vendorsin total non-agricultural employ-

ment ranges from less than 2 per cent (in Costa
Ricain 1997) to 9 per cent (in Guatemalain 2000)
and is 4 per cent or morein six of the countries
(Tunisia, Benin, Kenya, Guatemala, Mexico, and
Venezuela) (table 3.6).

In many cities or towns in the developing
world, especially in Africa, street vendors consti-
tute a significant share of total employment in the
informal economy and street vending units consti-
tute asignificant share of total informal enterprises.
For example, street vendors represented around
30 per cent of those employed in the informal
economy in one town of Niger in 1982* and 38 per
cent of those employed the informal economy in
thefive main towns of Guineain 1987.*° In one city
in India, arecent survey found that street vendors
represent about 7 per cent of the estimated informal
workforce (see box on sreet vending in
Ahmedabad city, India). That study also found
that, due to social norms that restrict women's

Street Vendors in Ahmedabad, India

The cil?/ of Ahmedabad in Western India was once known as the “Manchester of India”
because of its large textile industry. Over the past four decades, however, most of the 75 large
textile mills closed. Many of the 100,000 or more retrenched mill workers have turned to vending
and hawking. As a result, the number of street vendors has been going up steadily. However, until
recently, there was no reliable estimate of the number of street vendors. In 1999, in collaboration
with the trade union SEWA (the Self-Employed Women's Association), the Gujarat Institute for
Development Research carried out a survey of the informal economy in Ahmedabad which was
specifically designed to capture home-based and street-based work. The SEWA-GIDR survey
suggests that there were about 80,000 street vendors in the city, representing nearly 7 per cent of
the estimated informal workforce. Street vendors were mainly men (90 per cent).

Source: Jeemol Unni. Urban Informal Sector: Size and Income Generation Processes in Gujarat: Parts | and Il (National

Council of Applied Economic Research, Reports # 2 and 3 Delhi: April and May 2000).
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Table 3.7 Size and Contribution of Informal Sector in Trade and
Women Traders in Informal Trade

Informal Sector as a Share of:

Female Informal Traders as a Share of :

Total Trade Total Trade Total Informal Total Informal

Employment value added Trade Employment Trade value added
Africa
Benin 99 70 92 64
Burkina Faso 95 46 66 30
Chad 99 67 62 41
Kenya 85 62 50 27
Mali 98 57 81 46
Tunisia 88 56 8 4
Asia
India 96 Q0 12 11
Indonesia 93 77 49 38
Philippines 73 52 72 22

Source: Prepared by Jacques Charmes, based on official labour force statistics and national accounts.

mobility, many women traders sell from their
homes (see box in earlier section of this chapter
on working at homein India).

In countries where statistics were available —
six in Africa, three in Asia — informal traders,
mainly street vendors, represent a very high
proportion (73 to 99 per cent) of employment in
trade and a significant share (50 to 90 per cent)
of gross domestic product (GDP) from trade
(table 3.7). In South Africa, at current prices for
1999, the informal economy contributed an esti-
mated 26 per cent of the value added in trade: the
highest for any sector, followed by 18 per cent of

value added in both construction and community
services.

In most of the countries where statistics were
available, women accounted for between 50 and
90 per cent of informal traders and between 20 and
65 per cent of the value added in informal trade.
The notabl e exceptionswere two countries— India
and Tunisa—where social normsrestrict women's
mobility outside the home: the share of women
among informal traders in these countries were
12 and 8 per cent, respectively (table 3.7). These
figuresreflect the predominance of womenin trade
inAfricaand Southeast Asiaand therestrictionson

Street Vendors in Durban, South Africa

A 1997 census of street vendors in Durban, South Africa, counted 19,000 street fraders: 57 per
cent of these were in the central business district (CBD) and 30 per cent were in high-density but
non-central areas (such as Umlazi township). Sixty-one per cent of the street traders were women;
39 per cent were men. This survey counted both street traders who sold goods (78 per cent of the
total) and street workers who provided services (21 per cent of the total). Of those who sold goods,
seven out of ten sold food stuffs (fruits, vegetables, meat, and poultry); some sold new and used
clothing; and less than 1 per cent sold traditional medicines. Those who sold fresh produce were
mainly self-employed, while those who sold clothes were most often employed by someone else.
Nearly half sold only one type of product, one quarter sold two types of products, and one quarter
sold three or more types ofproducts. Only a few (3per cent) sold goods or foods produced by
themselves.

The Durban study found some important gender differences in street trading. Although few
vendors overall hired other people, slightly more men (13 per cent) than women (10 per cent) did.
Among those hired, there were nearly twice as many women as men. Nearly all of the women,
but on?y two-thirds of the men, were vendors only. More men (61 per cent) than women (54 per
cent) purchase from a large wholesale dealer, rather than from a small retail shop. About six out
of ten of the transborder or immigrant street traders were men.

Source: Francie Lund, Women Street Traders in Urban South Africa: A Synthesis of Selected Research Findings, Centre for
Social and Development Studies Research Report No. 15 (September 1998).
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Table 3.8 Street Food Enterprises by Women’s Involvement (per cent of all units)

City Owner or operator Enterprise with female assistants
Woman Man Couple Paid Unpaid
Bogor, Indonesia 16 60 24 5 33
Chonburi, Thailand 78 22 - 13 31
lle-lfe, Nigeria 94 6 - 19 15
lloilo, Philippines 63 10 27 4 11
Kingston, Jamaica 44 46 10 — -
Manikganj, Bangladesh 99 - 10 25
Minia, Egypt 17 83 - 1 34
Pune, India 13 87 - 33 51
Ziguinchor, Senegal 77 23 - - 25

Source: Irene Tinker. Street Foods: Urban Food and Employment in Developing Countries. (New York, Oxford University Press, 1997)

women’'s mobility in North Africa, Middle East,
and South Asia

Consider the case of Benin. A 1992 survey of
ten major cities in that country found that street
trade constituted 81 per cent of all economic units,
64 per cent of total employment, and 69 per cent
of urban informal sector employment. This survey
found that women represented 75 per cent of street
vendors in these cities; and that women street
vendors accounted for 26 per cent of those in the
urban informal sector and 24 per cent of the total

men, and there are important differences between
women’s and men’s work in street vending (see
box on street vending in Durban, South Africa).

Traditionally, the preparation and sale of food
has been an important source of income for
women. A study on street food vendorsin the mid-
1980s showed that in many countries women
owned and operated street food enterprisesand that
women were major contributorsto many male-run
businesses (see table 3.8). This is because men
who run street food enterprises generally depend

urban workforce.*” In Durban, South Africawomen
also represent agreater share of street vendorsthan

on the [abour of women working at homefor many
of the products sold.*
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4. IMPROVED STATISTICS FOR POLICY MAKING

Why are statistics crucial?

What is clear from the statistics presented in this
booklet is that the informal economy is far larger
than most people recognise. In all regions of the
developing world, informal employment comprises
nearly half or more — and in some countries more
than 75 per cent — of non-agricultural employment.
In those devel oping countries that include agricul-
turein their estimates of informal employment, the
significance of informal employment is generally
even greater and can be as much as 90 per cent of
total employment.! In the United States and
Europe, 25-30 per cent of the total workforceis
in part-time work, temporary work, and self-
employment, excluding other types of non-stan-
dard work which are even more likely to be
informal in nature (such as casual day labour and
various forms of contract work, including indus-
trial outwork).

Self-employment comprises 60 per cent or
more of informal employment (outside of agricul-
ture) inal regions of the developing world: 60 per
cent in Latin America and Asia, 62 per cent in
North Africa, and 70 per cent in sub-Saharan
Africa. Infact, self-employment represents nearly
one-third of total non-agricultural employment
worldwide.

Informal wage employment is also significant
around the world. In the devel oping regions, wage
employment comprises 30 to 45 per cent of
informal employment (outside of agriculture).
Non-standard wage employment, much of which
isinformal, is also significant in developed coun-
tries. Part-time work alone, some of which is
informal, representsjust under 15 per cent of total
employment in the OECD countries asawhole and
more than 20 per cent of total employment in eight
of these countries.

What is aso clear from the statistics is that
generally a greater share of the female workforce
than of the male workforce is in the informal
economy. Moreover, athough fewer women than
men are economically active, women represent
the majority of workers in severa categories of

informal and atypical work: notably, part-time
work, temporary work, and homework. The find-
ings presented here — athough limited — also
suggest that many people work at home or on the
streets. Taken together, home-based work and
street trade represent 10-25 per cent of non-agri-
cultural employment in devel oping countries and
over 5 per cent of total employment in devel oped
countries.

In brief, these findings suggest that a large
share of the global workforce — and a significant
share of thegloba female workforce—is employed
ininformal enterprises and/or informal jobs.

Why should we care? As noted earlier, by defi-
nition, those who work in informal employment
are less likely than those who work in formal
employment to enjoy worker benefits and social
protection. Although there are few official statis-
tics on other characteristics of informa employ-
ment, available data and research findings suggest
that informal workers also earn less, on average,
than formal workers; that the working poor, espe-
cially women, are concentrated in the informal
economy; and that most low-income families
secure their livelihood in the informal economy.?
Available evidence al so suggests that the informal
economy creates large numbers of jobs, produces
vast amounts of goods and services, and
contributes directly or indirectly to large shares of
exports. For many countries where the calculation
could be made, informal employment contributes
about a quarter of total GDP. In sum, the informal
economy contributes to poverty aleviation and to
the total economy by producing asignificant share
of total employment and GDP.

This booklet has presented the first statistical
overview of theinformal economy worldwide. As
such, it is only a beginning. However, it suggests
important new directions — both substantive and
operational — for future work to further improve
statisticson theinformal economy. I ntermsof how
best to proceed, it is important to build on the
efforts to improve statistics on the informal
economy that contributed to this booklet. These
include:
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m  Active collaboration between the producers
and users of statistics, including informed
users — both activists and researchers — who
wereaready deeply involvedinissuesrelating
to the informal economy;;

m Specia efforts by countries such as India,
Mexico, and South Africa which have shown
the feasibility of collecting data on informal
employment, including agriculture, and the
usefulness of doing so;

m  Technical expertise of the ILO has assisted
many countriesin undertaking informal sector
surveys and has played alead role in devel-
oping the new broader conceptua framework ;
and

m Efforts of the International Expert Group on
Informal Sector Statistics, called the Delhi
Group, which has encouraged the devel opment
of the broader conceptual framework and
dialogue between national statistical experts
and informed users.

This booklet has highlighted limitations with
existing statistics. Few countries collect the statis-
tics needed to estimate directly employment inthe
informal economy as a whole and in its various
components. New data collection and compilation
efforts are required in countries, including:
detailed questions in surveys and tabulations on
key indicators of self-employment; informal
aspects of non-sandard wage employment
including part-time workers, temporary workers
(working on call or through temp agencies), casua
day labourers, contract workers, industrial
outworkers (including homeworkers) ; and street
vendors and home-based workers.

Also, the country case studies have emphasised
the importance of informal employment in agri-
culture and the need to address it in international
work on the informal economy.

Improved statistics would help to focus the
attention of policy makers on the contributions of
the informal economy to economic growth and on
the linkages between informal employment
arrangements and poverty. More specificaly,
improved statistics on the informal economy would
serve:

m toincrease the vishility of those who work in
the informal economy, especially the least
visible and most neglected workers;

m to advance understanding of the informal
economy, including its contribution to
economic growth and its links with poverty;

m to highlight the gender dimensions of the
informal economy; and

m toinformthedesign of appropriate policiesand
programmes for those who work in the
informal economy and to help monitor and
eval uate the impact of these (and other) poli-
cies and programmes on thosewho work in the
informal economy.

Objectives for Future Work

The overall objective of future work on statistics
on theinformal economy should be to ensure that
estimates on the size, composition, and economic
value of the informal economy, disaggregated by
sex and also, ideally, by age, areincorporated into
official statisticsat national, regional, and interna
tional levelsin a systematic and on-going basis. An
important aspect of thisisto promote the compa-
rability of dataacross countries and over time. The
specific goals should be to improve methods for
the collection and compilation of statistics; to
strengthen the capacity of countriesto collect these
data; to develop and manage a pooled data base;
to promote on-going compilation and anaysis of
existing statistics; to generate national, regional,
and global estimates; and to disseminate improved
concepts, methods, findings, and estimates.

Plan of Action

To pursue these objectives, the joint action of
national, regional, and international statistical
services, of relevant governmental and United
Nations agencies, and of activists and researchers
working on theinformal economy will be required.
The respective areas of responsibility for these
different stakeholderswill need to vary depending
on the actions being undertaken. The division of
labour between different stake-holderswill need to
takeinto account exigting inter-agency agreements
whereby the ILO Bureau of Statistics is respon-
sible for labour statistics and the UN Statistics
Divisionisresponsiblefor nationa accounts stetis-
tics and overall coordination of the work. The
actions to be taken should cover the following:

Concepts and Methods to Improve Data
Collection and Tabulation

®m |Improve statistical concepts and methods to
generate more accurate and comprehensive
statigtics on the informal economy: that is,
informal employment both in and outside
informal enterprises, and including in agricul-
ture.
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Encourage the active collaboration of statisti-
cians in national, regiona and international
agencies with data users in identifying data
needs and in the design and testing of appro-
priate methods.

Give special attention to improving measures
of those engaged in informal employment
outside informal enterprises, including many
temporary workers and part-time workers as
well as most industrial outworkers and most
casual workers with no fixed employer. This
should involve further methodological efforts
related to cross-classifying these forms of non-
standard or atypical work with key criteria of
informal employment: namely, security of
contract, presence/lack of worker benefits, and
social protection coverage.

Give special attention to improving measures
of those working at home, on the street, or in
the open air. This should involve further
methodological effortsrelated to the “ place of
work” variable and further efforts to collect
and tabulate these datain national data collec-
tion activities. While the " place of work” vari-
ableisnot directly related to improving statis-
tics on the overal size of informa
employment, it is an important variable in
analysing the composition and characteristics
of informal employment.

Improve the measurement and tabulation of
variablesrelating to other key aspects of work
in theinformal economy: for example, season-
ality and other temporal patterns; and multiple
and secondary occupations.

Ensure that the special methodological issues
related to the collection of data on different
sub-groups of theinformal economy —women
and men, age groups, rura-urban residence,
and socio-economic strata— are considered in
the design of all data collection and tabulation
activities.

Provide technical assistance to countries to
collect statistics on the informal economy if
they do not already do so or to improve the
quality of statistics they already collect. Two

objectives of technica assistancewould bei) to
improve theinternational comparability of the
data as a basis for preparing regiona and
global estimates of theinformal economy ; and
ii) to improve the measurement of women’'s
activitiesin the informal economy.

Preparation and Dissemination of Policy-
Relevant Statistics on the Informal Economy

m  Develop, maintain and update at regular inter-

vals acomprehensive database on the informal
economy, incorporating existing data on
informal employment and total employment
from as many countries as possible. Any future
work should link data on informal employment
with data on total employment to allow for a
complete statistical picture of the total work-
force, including the share of informal employ-
ment (and its constituent parts) in total employ-
ment.

Specify key indicator s of informal employment
for which data should be routinely collected
and tabulated for the database and for gener-
ating estimates. Key indicators relating to the
informal economy would include the size,
composition, and contribution to GDP.

Generate national, regional and global esti-
mates at regular intervals on key indicators
related to the development of policies and
programmes on informal employment and
disseminate the estimates in user-oriented
formats. The preparation of regional and globa
estimates needs to be based on a comprehen-
sive programme in which new work is under-
taken rather than an ad hoc compilation of the
available data.

Analyse and publish data in user-oriented
reports. Data to be published should include
the size, composition, and contribution of the
informal economy and specia topics such as
the links between informality, poverty and
gender and the size, characteristics and contri-
bution of specific groups of workers. The
format of these reports should be accessible to
awide group of users.

NOTES

* Many countries define and measure informal employment outside agriculture. The size and significance of informal employment arefar higher
in countries that define and measure informal employment both within and outside agriculture (see Main Findings and country case studiesin
Chapter 3).

2 Jacques Charmes, Informal Sector, Poverty and Gender : A Review of Empirical Evidence. (paper prepared for the World Bank, 1998);
S.V. Sethuraman, Gender, Informality and Poverty, (paper prepared for the World Bank, 1998). Both papers are available at www.wiego.org.



Annex 1
Africa
Northern Africa
Algeria

Egypt

Li%ycm Arab Jamahiriya
Morocco

Tunisia

Western Sahara

Sub-Saharan Africa
Angola

Benin

Botswana

Burkina Faso
Burundi
Cameroon

Cape Verde
Central African Republic
Chad

Comoros

Congo

Céte d'lvoire
Democratic Republic of the
Congo

Diibouti
Equatorial Guinea
Eritrea

Ethiopia

Gabon

Gambia

Ghana

Guinea
Guinea-Bissau
Kenya

Lesotho

Liberia
Madagascar
Malawi

Mali

Mauritania
Mauritius
Mozambique
Namibia

Niger

Nigeria

Reunion

Rwanda

Sao Tome and Principe
Senegal
Seychelles

Sierra Leone

Somalia

South Africa

Sudan

Swaziland

Togo

Uganda

United Republic of Tanzania
Zambia

Zimbabwe

Latin America and the
Caribbean

Caribbean

Antigua and Barbuda
Aruba

Bahamas

Barbados

Cuba

Dominica

Dominican Republic
Grenada
Guadeloupe

Haiti

Jamaica

Martinique
Netherlands Antilles
Puerto Rico

Saint Kitts and Nevis
Saint Lucia

Saint Vincent and the
Grenadines

Trinidad and Tobago
United States Virgin Islands

Central America
Belize

Costa Rica

El Salvador
Guatemala
Honduras

Mexico

Nicaragua
Panama

South America
Argentina

Bo?ivia

Brazil

Chile

Countries, areas and geographical groupings

Colombia
Ecuador
French Guiana
Guyana
Paraguay

Peru

Suriname
Uruguay
Venezuela

Asia

Eastern Asia

China
Hong Kong Special
Administrative Region
Macao Special
Administrative Region

Democratic People’s Republic

of Korea
Mongolia
Republic of Korea

South-eastern Asia
Brunei Darussalam
Cambodia

East Timor

Indonesia

Lao People’s Democratic
Republic

Malaysia

Myanmar

Philippines

Singapore

Thosi]load

Viet Nam

Southern Asia
Afghanistan

Bangladesh

Bhutan

India

Iran (Islamic Republic of)
Maldives

Nepal

Pakistan

Sri Lanka

Central Asia
Kazakhstan*
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Kyrgyzstan™
Tajikistan*
Turkmenistan*
Uzbekistan*

Western Asia
Armenia*
Azerbaijan*

Bahrain

Cyprus

Georgia*

Iraq

Israel

Jordan

Kuwait

Lebanon

Occupied Palestinian Territory
Oman

Qatar

Saudi Arabia

Syrian Arab Republic
Turkey

United Arab Emirates
Yemen

Oceania

American Samoa

Fiji

Frlench Polynesia

Guam

Kiribati

Marshall Islands

Micronesia (Federated States of)

Nauru

New Caledonia
Palau

Papua New Guinea
Samoa

Solomon Islands
Tonga

Vanuatu

Developed Regions

Eastern Europe

Albania*

Belarus*

Bosnia and Herzegovina*

Bulgaria*

Croatia™*

Czech Republic*

Estonia™

Hungary*

Latvia™®

Lithuania*

Poland*

Republic of Moldova*

Romania*

Russian Federation*

Slovakia*

Slovenia*

The former Yugoslav Republic of
Macedonia*

Ukraine*

Yugoslavia*

Western Europe
Andorra
Austria

Belgium
Denmark
Finland
France
Germany
Greece
Iceland
Ireland
ltaly
Liechtenstein
Luxembourg
Malta
Monaco
Netherlands
Norway
Portugal
San Marino
Spain
Sweden
Switzerland
United Kingdom of Great Britain
and Northern Ireland

Other Developed Regions
Australia

Bermuda

Canada

Japan

New Zealand

United States of America

*included in the category of ‘countries in
transition’
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Annex 2 Self-employment as percentage of non-agricultural employment

Region 1980/1990 1990/2000

All persons ~ Women Men All persons ~ Women Men
WORLD 26 28 25 32 34 27
Developed regions 13 11 14 12 10 14
Eastern Europe 18 15 2] 9 7 11
Bulgaria 0 0 0 - - -
Croatia 8 6 %
Czech Rep. 13 9 16
Hungary 6 6 5 12 12 13
Lithuania 63 53 73 - - -
Poland 4 2 6 12 9 13
Romania 6 4 8
Russia 5 - -
Slovakia 5 5 4
Slovenia 9 6 12
Western Europe 12 10 14 14 11 17
Austria 7 8 7 8 7 9
Belgium 14 14 13 - -
Denmark 7 5 9 - - -
Finland 6 5 8 9 o) 12
France 10 % 11 11 10 12
Germany 8 8 9 10 7 12
Greece 31 20 35 31 24 35
ltaly 20 17 21 26 22 28
Ireland 18 10 22 - - -
Netherlands 9 9 9 9 7 10
Norway 8 6 10 9 7 10
Portugal 15 10 18 19 15 21
Spain 21 20 22 19 16 20
Sweden 3 1 5 9 5 13
United Kingdom 8 4 10 13 8 17
Other developed countries 10 9 11 11 9 12
Australia 14 11 16 9 7 11
Canada 5 3 6 8 8 9
Japan 18 22 15 14 16 12
New Zealand 8 5 10 16 11 21
USA 6 4 7 7 o) 8
Africa 44 58 37 48 53 37
Northern Africa 23 23 22 31 38 28
Algeria 13 5 13 28 35 27
Egypt 24 4 27 25 12 27
Morocco 36 44 33 40 46 37
Tunisia 21 40 15 30 61 20
Sub-Saharan Africa 50 69 41 53 57 40
Benin 89 96 80
Botswana 7 8 o) 13 15 11
Burkina Faso 78 93 65 70 - -
Burundi 36 42 34
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Region 1980/1990 1990/2000

All persons ~ Women Men All persons ~ Women Men
Central Africa Republic 58 86 44 - - -
Chad 72 95 57
Comoros 36 60 32 61 77 -
Congo 39 61 30 - - -
Ethiopia 68 79 52
Gambia 95 97 95 52 51 52
Ghana 67 86 40 - - -
Guinea 72 83 42
Guinea Bissau 48 66 -
Kenya 61 79 -
Liberia 4] 65 33 - - -
Mali 78 90 66 84 - -
Mauritius 17 12 19
Mozambique 20 31 19 47 61 42
South Africa 17 19 7
Sudan 41 22 46
Togo 68 89 50 - - -
Zaire 52 82 42 - — —
Zambia 18 43 12 - - -
Latin America 29 30 27 44 54 35
Central America 30 32 27 40 54 29
Costa Rica 18 10 22 33 42 28
El Salvador 47 68 28
Guatemala 45 65 29 - - -
Honduras 52 69 35
Mexico 42 44 41 39 61 26
Panama 15 9 18 30 31 30
South America 29 29 29 43 51 38
Argentina 42 61 32 29 26 31
Bolivia 68 95 46
Brazil 21 16 23 35 40 32
Chile 20 15 22 29 35 25
Colombia 31 32 31 49 58 42
Ecuador 40 34 42 49 44 52
Uruguay 22 19 24 - - -
Venezuela 27 28 26 44 56 37
Caribbean 27 28 25 55 67 43
Cuba 1 1 1 - - -
Dominican 24 18 28 45 54 40
Haiti 57 64 45 65 80 46
Asia 26 24 26 32 32 30
Eastern Asia 23 20 24 18 26 16
China 15 - -
Hong Kong 13 9 15 10 20 3
Republic of Korea 32 32 32 30 32 29



Women and Men in the Informal Economy: A Statistical Picture

Region 1980/1990 1990/2000

All persons ~ Women Men All persons ~ Women Men
South-eastern Asia 34 38 31 33 40 24
Cambodia 49 66 39
Indonesia 56 70 50 51 60 -
Malaysia 23 21 24 17 17 17
Philippines 34 41 28
Singapore 16 10 20 13 14 13
Thailand 40 51 32 36 40 -
Southern Asia 40 38 40 50 55 48
Bangladesh 53 53 53 75 83 73
India 44 55 42 37 41 38
Iran 35 32 36 37 39 37
Nepal 59 80 49
Pakistan 51 40 51 43 34 44
Sri Lanka 17 9 19
Western Asia 13 6 14 24 10 22
Bahrain 10 2 11 5 1 o)
Iraq 14 11 15 - - -
Jordan 24 6 -
Kuwait 6 0 8 - - -
Lebanon 34 16 39
Oman 4 2 4
Qatar 2 0 2 - - -
Syria 25 15 26 29 15 31
Turkey 24 14 25 28 15 30
United Arab Emirates 8 2 9 - - -
Yemen 41 17 -

Source: Data prepared by Jagcues Charmes .

Note: Data were compiled from population censuses, labour force surveys and from a few living standard surveys. Most population
census data were in the Yearbook of Labour Statistics: Retrospective Edition on Population Censuses, 1945-89 (International Labour
Organization, Geneva 1990). The ILO Yearbook stopped publishing the required table (2A) which cross<lassifies the economically
active population by industry, status and sex. ILO is preparing a special issue of the Yearbook including this specific table and provided
access to the new unpublished data now available from countries. The United Nations Economic and Social Commission for Western

Asia (ESCWA\) Statistics Division, Labour Force Statistics Database CD-ROM version 3.0 (Amman Jordan, 1997) was also used for

data for the Arab countries.




