From informal sector to informal
economy
2002 International Labour conference
• Analytical framework grounded in the four
strategic objectives
• Broadened the parameters of understanding
informality – as an economy–wide
phenomenon, covering diverse sectors and
actors and includes informality in the formal
economy
• It ‘...encompasses all economic activities by
workers or economic units that are – in law or
practice – not covered or sufficiently covered by
formal arrangements’.
• Provided a comprehensive framework
• Established the objective of moving out
informality

DECENT WORK STRATEGIES FOR THE INFORMAL ECONOMY :
An integrated approach to move out informality
Growth strategies and quality employment generation

Organization, representation and social dialogue
TRANSITION
TO
FORMALITY

Equality: gender, ethnicity, race, cast, disability, age

Entrepreneurship, skills, finance, management,
access to markets
Extension of social protection, social security,
social transfers
Local (rural and urban) development strategies

INTEGRATED STRATEGY

Regulatory environment, including enforcement of
ILS & core rights

Structure of each brief
•
•
•

symptoms and causes of exclusion from the formal economy
internal constraints and characteristics of the informal unit;
and the limitations within existing institutions and mechanisms to extend their reach
to the informal economy.

•
•
•

Policy innovations from around the world
Shows the diversity of approaches
Roles of key stakeholders

Key for boxes
Good practice
example

List of resources which can assist in developing
effective strategies to move out of informality

Key point
Information note

Contents of the Policy Resource
Section 1
The informal economy and Decent
Work: Key conceptual issues
 What is the informal economy?
 Who is in it?
 What drives informality?
 Decent work and informality
 An integrated approach to move
out of informality

Section 2
Measurement of the informal economy: addressing
statistical challenges

2003 ICLS provided detailed categories for the new
concept of informal employment. Included are:
i.
ii.
iii.
iv.
v.

vi.

Own-account workers (self-employed with no employees) in
their own informal sector enterprises;
Employers (self-employed with employees) in their own
informal sector enterprises;
Contributing family workers, irrespective of type of enterprise;
Members of informal producers’ cooperatives (not established
as legal entities);
Employees holding informal jobs as defined according to the
employment relationship (in law or in practice, jobs not subject
to national labour legislation, income taxation, social protection
or entitlement to certain employment benefits (paid annual or
sick leave, etc.);
Own-account workers engaged in production of goods
exclusively for own final use by their household.

Section 3
Growth strategies and quality employment
generation
• Looks at the relationship between economic
growth and informality
• Informality can be impervious to economic
growth
• Types of growth most conducive to curbing
informality – pro-poor, inclusive, job rich
• The need for targeted and comprehensive
approaches, example of Brazil

Section 4
Regulatory Environment, including enforcement of ILS and
core rights
•

•

•
•
•

Labour regulation is seen by the ILO as a way to correct
market imperfections, achieve redistribution and set a
minimum social floor for all who work, it also has a number
of economic benefits
Extending the law and ensuring better implementation of
existing laws would enable many groups currently
unprotected in the informal economy to progress towards
decent work and out of informality
Employment relationship and informality
ILS
The role of labour inspection – innovations in outreach good practices on partnerships, capacity building of
informal economy actors, new outreach mechanisms,
tripartite teams, varying criteria for fines and sanctions

Section 5

Organization, Representation and
Dialogue
•
•

•

•

Social dialogue essential for policy
development on the informal
economy
Trade unions and employer’s
organisations have been reaching out
to the informal economy ensuring
greater representation and voice.
Different organising strategies are
used to match the diversity of
informal situations
cooperatives

Section 6
Promoting equality, Addressing discrimination
Gender issues – problems of wage gaps, occupational segregation, limited
access to resources, discrimination, the constraints played by unpaid work
burdens, mean women are often in an even more marginalized position than
men in the informal economy
All policy interventions require a gender lens – both a mainstreaming
approach in general policies on moving out of informality, and where
appropriate, targeted and temporary gender specific interventions to
overcome entrenched disadvantage
Disability - Inclusive approaches for disabled persons, based on a rights based
framework
Migrant Workers - The need for regulated migration policies, based on both
accurate forecasting of labour market demand, and on international norms,
to ensure that migrant workers can enter and remain in the formal economy

Section 7
Entrepreneurship, skills, finance,
Informal enterprises - Looks at the incentives
structures for encouraging informal enterprises to move
out of informality including in taxation policies, access to
social protection, credit, training, streamlined registration
procedures, access to markets, public procurement etc.
Microfinance – moving out of informality can be
supported through targeting, incentives to clients,
appropriate supervisory frameworks, diversification of
financial products, non financial services etc.

Skills – strengthening the capacity of existing providers
to reach the informal economy ,upgrading informal
apprenticeship schemes, improving the quality and
relevance of skills supplied, incentives for moving out of
informality, flexible training and delivery methods,
recognising skills gained in the informal economy

Section 8
Extension of social protection, social security,
social transfers
A variety of instruments are being used to extend
social protection to the informal economy, often in
different combinations including:
 the gradual extension of social insurance
schemes,
 introduction of special arrangements for
informal economy workers,
 provision of non contributory pensions,
 conditional and non-conditional cash transfers
schemes,
 employment guarantee schemes,
 Maternity protection schemes

Section 9
Local (rural and urban) development
strategies
Among the strategies available to local authorities to
encourage the move out of informality are:









establishing social dialogue mechanisms
developing basic infrastructure
streamlined regulatory environments,
supporting SME development,
facilitating public contracts and procurement,
supporting market access
targeting vulnerable groups,
encouraging labour intensive methodologies,

Next steps
• A ‘living’ tool – intention is to update (web
and CD versions) as policies evolve, and add
new technical briefs according to demand
• The material has been adapted into a training
module as part of the Turin National
Employment Policies training course
• Translations
• Dissemination and capacity building at
country level – input from the field specialists

