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ASEAN course on the Transition from informal to formal 

economy: ASEAN countries 

Background   

In the ASEAN, close to 80 per cent of the employed population (78.0 per cent) is in informal employment, 

above the proportions found globally (61 per cent) and in the Asia Pacific (68.2 per cent).  

 The share of informal employment ranges from 31.9 per cent in Brunei Darussalam to more than 90 per cent 

in Cambodia and Lao People's Democratic Republic. If agriculture is excluded, informal employment in the 

ASEAN (at 67.4 per cent) is still higher than that in Asia and the Pacific (59.2 per cent) and the world average 

(50.5 per cent).  

Informality has multiple adverse consequences for individuals, firms and societies. Individuals who work 

informally are exposed to pervasive decent work deficits, poverty and vulnerability. Enterprises that operate 

informally face high barriers in terms of access to capital, financial resources, public infrastructures and 

markets with negative implications for productivity and business sustainability. Finally, for governments and 

societies, informality means reduced government revenues and absence of rule of law in firm and societal 

behaviour.  

Acknowledging the prevalence of informal employment and its effects on decent work, leaders of the ASEAN 

Member States at the 28th and 29th ASEAN Summit in Vientiane, Lao PDR in September 2016 adopted the 

Vientiane Declaration on Transition from Informal Employment to Formal Employment towards Decent Work 

Promotion in ASEAN.  To implement the Vientiane Declaration, ASEAN Member States have developed a 

Regional Action Plan of the Vientiane Declaration which was endorsed by the 13th Senior Labour Officials 

Meeting on 3-4 May 2017 in Singapore.  

The Vientiane Declaration promotes joint work and sharing best practices and methodologies among ASEAN 

Member States (AMS) in assessing the factors, characteristics and circumstances of informality in employment 

in the national context as inputs to the design and implementation of laws, policies and other measures for the 

transition to formal employment. 

Formalization is a progressive process cutting across several policy areas and embedded within the 

commitment of Decent Work for All. The adoption of the ILO Recommendation n°204 concerning the 

transition from the informal to the formal economy (R.204) constituted a historic landmark for the world of 

work, as it is the first international standard focusing exclusively on the informal economy.  

The ASEAN course for the transition to formal employment and decent 

work    
ASEAN Socio-Cultural Community (ASCC) Department, in collaboration with the ILO will organize a one-week 

course targeting ASEAN Member States on measuring and analyzing the informal employment for policy 

development. This course involves understanding national statistics on informal employment, including the 

choice of diagnostic studies towards policy development to facilitate the transition from the informal to the 

formal employment.  

It should contribute to the ASEAN regional Action plan on the transition to formal economy and aim at 

strengthening the capacity of stakeholders at the national and regional levels to understand the roots of 
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informality in national contexts and to agree on priority measures to foster the transition to formal 

employment and enterprises. 

This event complements ongoing efforts by the ASEAN member states to implement R204 concerning the 

transition from the informal economy to formal economy. It also builds on the Regional Course on Informality:  

Definitions, Measurement, SDGs and Other Policy Indicators held in 2017 for statisticians in Asian and the 

Pacific countries.  

Target groups  

The course targets delegations (2-3) from the 10 ASEAN Member states. The delegation should include, where 

possible:  

1. As a priority -   labour ministries ; statistical agencies  when relevant,  

2.  In addition, when possible representative of social partners (including in their rank when possible and 

relevant representative of informal workers and enterprises). 

Objectives  

During the ASEAN course, participants will:  

1. Identify the gaps to improve statistics on informal employment and employment in the informal sector. 

This includes understanding the international statistical guidelines concerning a statistical definition of 

informal employment and their operationalization at the national level; understanding statistical data and 

trends and determine priorities and relevant national policies that affect the incidence of informal 

employment.  

2. Identify the drivers for formalisation in their own country and in the provided international cases and 

consider their applicability to their national circumstances.  

3. Discuss implementation challenges  to the regional or national actions plans  and explore practical 

solutions  

4. Get prepared to actively participate in the study led by ASEAN Secretariat. 

Expected results 

At the end of the workshop, participants will be able to: 

1. Explain the key concepts, terminology and conceptual framework related to informal employment  

and the transition to formal economy, as well as share knowledge on how countries selected national 

definitions of informal employment and employment in the informal sector; 

2. Read and analyse statistical data and trends on informal employment (in and outside of the informal 

sector), including identifying clusters of informality according to specific parameters (type of 

informality, demographic profile, location, sector, occupation, working conditions), explaining their 

implications and likely causes;  

3. Discuss policies, strategies and measures contributing to formalization, drawing examples from other 

countries, including in Asia and their own country responses;  map actors or institutions at national 

level that have influence over policies and derive innovative practices to address policy gaps; this 

includes the  broad principles and thematic chapters of Recommendation 204 and its call for action; 

explain the concrete relevance of integrated the strategy, policy coordination and coherence, the 

need to combine incentive and enforcement measures, and the threefold objectives when working on 

the transition to formalization; 
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4. Discuss implementation challenges and explore solutions (e.g. improving the way data are collected 

and analysed; awareness raising at the national level, strengthening national coordination, engaging in 

a deeper diagnosis of particular groups or forms of informality, assessing and adjusting particular 

policies, inter-ministry collaboration etc.) for the regional and national action plans of participating 

countries;  

5. Familiarise with the TORs of the studies led by ASEAN Secretariat, and project their active 

participation to support the studies. Statistical profiles and informality country briefs, enhanced 

capacities and fruitful exchange will directly contribute to the synthesis ASEAN regional study report 

on informal employment across AMS.  

Close coordination with other studies led by ASEAN (including, the study in Lao PDR on Decent Work 

Promotion in Rural Economy through Productivity Growth, Local Employment Promotion, and Transition from 

Informal to Formal Employment and the ASEAN-ILO study on Expansion of Social Security to Workers in 

Informal Employment) will ensure mutual benefits.” 

 

Technical programme 

Cluster A:  Informal employment - defining the problems 

A. Understanding the conceptual framework and the informal employment trends at national level  

B. Building the case around the statistical trends, what are the likely causes and consequences?   

C. Assessing national  policy framework  to reduce decent work deficits for workers (employees as 

well as independent workers) in informal employment and to facilitate transition to formality  

D. Mapping out key shareholders and assessing their capacity and interest ensuring policy 

coordination  

Cluster B:   Defining the Actions 

E. R204 concerning the transition from informal to formal economy  

F. Policies for the formalization of informal employment in formal, informal sectors and households  

1. Identifying legal and institutional frameworks relevant to the formalisation of employment – 

2. Identifying policy strategies for the formalisation of employment within the informal sector 

enterprises 

3. Identifying policy strategies for the formalisation of employment  in the formal sector, and 

households   

3. Identifying economic and employment policies that facilitate formal job creation or prevent 

job informalization  

G. Identifying  implementation challenges (including coordination mechanism) and exploring  

potential solutions  -  Effective social dialogue for the transition to formal economy 

Methodologies  
The course will be highly interactive, participatory and intensive. Delegations will 

get prepared prior to the Course, by researching on their informality patterns and 
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drafting the country briefs. The level of preparedness will ensure that groups works run smoothly and 

expected (concrete) results achieved. 

While dedicated time will be allocated to the exchange between countries and institutional cross fertilisation, 

delegations will work by country to reflect on and design practical actions and way forward towards the 

national and regional formalisation agendas of the ASEAN.   

Preparatory work by participating countries, ILO  
 

1. Statistical profiles: Prior to the course, country outlooks/analyses of selected indicators related to 

informal employment will be prepared by ILO showing the trends on the main indicators of informality 

in the countries (share of informal employment total and by main components — informal, formal and 

households sectors, , including and excluding agriculture, groups of workers, types of enterprises, 

sectors  most at risk of informality and to what forms of informality …)  

2. Informality country briefs will be provided by participating countries including :   

 

a. A review of existing policies connected to the formalisation agenda and which complete the 

statistical trends. A template will be provided.  

b. Data on informal employment generated by the national statistical agencies, in cooperation 

with the labour ministry and other line agencies, based on tables or templates agreed with 

ILO. 

 

3. ASEAN regional report: a regional report will be commissioned using the above country briefs, data 

and secondary sources as inputs. The ASEAN regional report on informal employment will be further 

developed and finalized with inputs from the Course.  
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ANNEXES 

Definitions and some statistics on informal employment 

The ILO Recommendation n°204 concerning the transition from the informal to the formal economy describes 

the “informal economy” as referring to all economic activities by workers and economic units that are – in law 

or in practice – not covered or insufficiently covered by formal arrangements. The informal economy does not 

cover illicit activities. The Recommendation refers to the guidelines concerning the statistical definition of 

informal employment adopted by the 17th International Conference of Labour Statisticians in 2003 and their 

subsequent updates.  According to these guidelines, employees are considered be in informal employment (i.e. 

to have informal jobs) if their employment relationship is, in law or in practice, not subject to national labour 

legislation, income taxation, social protection or entitlement to certain employment benefits (advance notice of 

dismissal, severance pay, paid annual or sick leave, etc.)1.  

Employers and own-account worker are considered informal when their economic units belong to the informal 

sector. The informal sector1 is a subset of household unincorporated enterprises (not constituted as separate 

legal entities independently of their owners)  that produce for sale in the market, even if partly, and that do 

not have a complete set of accounts and/or are not registered under national legislation. Finally, all 

contributing family members are considered as informally employed. Countries use different operational 

criteria among those mentioned above to measure informal employment according to national context and 

circumstances.  

To facilitate international comparability, notably in the context of the Sustainable Development Goals (SDGs), 

and overcome limitations associated with the use of different measures by countries, the ILO recently applied 

a similar set of criteria, when processing micro-data, to determine informal employment and employment in 

the informal sector as a person’s main job. As a result, statistics are comparable across countries and regions 

but ILO country estimates might differ from national ones when they exist.  

Globally, it is estimated that 2 billion people representing 61% of the employed population are in informal 

employment and up to 70 per cent in developing and emerging countries. In the Asia and Pacific region, 68.2 

per cent of the employed population is in informal employment and just below 60 per cent when agriculture is 

excluded which stands at 59.2 per cent. 

In the ASEAN, close to 80 per cent of the employed population (78.0 per cent) is in informal employment, 

above the proportions found globally (61 per cent) and in the Asia Pacific (68.2 per cent).  

The share of informal employment ranges from 31.9 per cent in Brunei Darussalam to more than 90 per cent 

in Cambodia and Lao People's Democratic Republic. If agriculture is excluded from the estimate, informal 

employment in the ASEAN (at 67.4 per cent) is still higher than that in Asia and the Pacific (59.2 per cent) and 

the world average (50.5 per cent). Own account workers has the highest percentage of informality (apart from 

contributing family workers, which is entirely considered informal). Globally, 86.1 per cent of own-account 

workers are informal and 74.4 per cent in ASEAN. Employees also has a high rate of informality at 57.2 per 

cent of all employees in the ASEAN.  

On average, two thirds of employees in informal employment are employed in informal sector enterprises. 

This calls for policies to formalize both enterprises and jobs. One fourth of them are employees in formal 

enterprises, but not benefiting from social security or other employment related benefits. Finally, 9 per cent of 

all informally employed employees are domestic workers in informal employment. This proportion is over 12 

per cent among women employees in informal employment. 
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In the ASEAN, informal employment is a greater source of employment for women (78.4 per cent) than for 

men (77.7 per cent) albeit with a very tiny difference. Women in the informal economy are more often found 

in the most vulnerable situations, for instance as domestic workers, home-based workers or contributing 

family workers, than their male counterparts.  The proportion of contributing family workers in the ASEAN is 

least two times higher (at 36.4 per cent) among women in informal employment compared to men (at 12.9 

per cent) in informal employment.   

The share of informal employment in total employment is the highest among the youth (87.0 per cent among 

the 15-24 years old) and older workers (83.9 per cent of the people aged 65 and over). The share of informal 

employment decreases from 96.2 per cent among workers with no education to 43.0 per cent among those 

with a tertiary level.  

Asian and the Pacific is the region where workers are the most exposed to the risk of excessive hours and in 

particular among workers in informal employment. Workers in informal employment in ASEAN are more 

exposed to long hours (33.4 per cent of all workers in informal employment are working at least 48 hours a 

week compared to 30.5 per cent among workers in formal employment) but those proportions are 

significantly lower than the situation of workers in non-ASEAN Asian countries and lower than the world 

average. 

Formalization is a progressive process cutting across several policy areas and embedded within the 

commitment of Decent Work for All.  The adoption of the ILO Recommendation n°204 concerning the 

transition from the informal to the formal economy (R.204) constituted a historic landmark for the world of 

work, as it is the first international standard focusing exclusively on the informal economy. R.204 is also an 

operational tool towards the achievement of the Sustainable Development Goals (SDGs). In fact, formalization 

of businesses is within the key indicators of Goal #8 (i.e. to promote sustained, inclusive and sustainable 

economic growth, full and productive employment and decent work for all) .  

Detailed technical programme 

Cluster A:   Defining the problems  

Module 1: Understanding the conceptual framework and the informality trends at national level  

 

The extent, characteristics and nature of informal employment. This module is primarily quantitative in nature 

with an important role to be given to national statistical offices.   

The main objectives of the informality profile are to answer the following questions:  

1. How many workers and how many economic units? Share of informal employment and informal 

sector economic units in the country. 

2. What is the composition of informal employment?  Their socio-demographic features and where they 

are found: i.e in informal sector enterprises, in formal enterprises or in households. 

3. Who are the workers and economy units most exposed to informality? In what types of enterprises, 

regions, sectors, occupations are they found. 

4. What are the most critical issues regarding the working conditions of workers in informal employment 

and some of the main constraints perceived by informal sector workers and entrepreneurs? 
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Module 2: Building the case around the statistical trends, what are the likely causes and 

consequences   

 

Drawing from the country briefs and the statistical data, participants will work around key indicators to 

understand possible roots of informality, likely causes and consequences in their national contexts:  

• Identify some of the main decent work deficits and other risks faced by workers in informal 

employment (in the informal, formal and household informal sectors); e.g. type/duration of contract; 

representation of workers; hours of work; health and safety; social protection; employment 

relationship 

• Identify main constraints perceived by entrepreneurs; e.g. access to economic resources, to raw 

materials and to markets; to technology, health and safety information; social security benefits; 

formalization support 

• Identify the main drivers of informality and incentives for formalization; these include:    

o Macroeconomic context - Inability of the economy to create sufficient formal jobs, economic 

fluctuations negatively affecting the world of work, flexibilization of formal jobs 

o Regulatory framework - Inadequate laws and regulations, weak enforcement systems, high 

cost of compliance (or low cost of non-compliance), lack of transparency and accountability, 

lack of awareness; lack or insufficient incentives to become and remain formal, etc. 

o Characteristics of workers or forms of employment that fall out of formal protection:  

� Characteristic of workers with higher informality, based on skills and education, age, 

gender, ethnicity, or other forms of discrimination 

� Forms of  employment particularly at risk of  informality, e.g.  

• wage employment that is seasonal, of short-duration, in farms  

• dependent employment with no clear employer, such as outsourced, home-

based, or agency-hired employment 

o Characteristics of enterprises that are prevented from formalization such as  

� Due to high cost of formalization (related to regulatory framework above) 

� Due to firm inefficiencies and weak capacities, including lack of access to market, 

finance, public infrastructure, capital 

 

Module 3. Assessing national policy frameworks to reduce decent work deficits for workers 

(employees as well as independent workers) in informal employment and to facilitate transition 

to formality   

- Assess if and how the reduction of decent work deficits among workers in informal employment and the 

transition to formality are part of main national strategic policy frameworks such as national development 

plans, poverty reduction strategies, budgets or subject of particular policies; 

- Identify and map existing policy measures, including deterrence measures (penalties and measures to 

improve detection) or measures to enhance compliance (curative measures, preventive measures and 

measures that foster commitment to formality) and, if possible, financial resources invested;  

- Assess how those policies translated into programmes;  
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- Get a better understanding of the main approach(es) opted with regard to the reduction of decent work 

deficits among workers in informal employment and to formalization and/or prevention of informalization;  

- Identify possible shifts in the type of policies adopted and the underlying reasons; 

- Collect evidence (and any evaluations) when available on the effectiveness of each measure aiming at 

facilitating the transition of workers and economic units from the informal to formal economy; promoting 

the creation; preservation and sustainability of enterprises and decent jobs in the formal economy; and/or 

preventing informalization. 

Additional questions that go beyond a pure identification of policies but has to do with their evaluation are: 

1. How adequate are these formalisation policies? 

2. How adequate are the policies aiming at reducing decent work deficits for workers in informal 

employment? 

3. How are these policies translated into programmes?  

4. How effective are these programmes in facilitating the transition to formality; in reducing decent work 

deficits among workers in informal employment? 

 

Module 4 : Module on Mapping of actors and of coordination mechanism (stakeholders’ 

analysis)  

Participants will map the main stakeholders in their country: 

1. The Government: Ministries, institutions, agencies involved, directly or indirectly, in the formalisation 

issues at the national, regional or local levels; 

2. Social partners, i.e. workers and employers organizations; main organizations of the informal economy 

(representative of economic units, workers, specific occupations or sectors); professional 

organizations, etc.; 

3. Non-governmental actors both international and national. 

 

For each of the main actors (ministries, institutions, ministries, organizations of workers and employers; etc.)  

the following will be assessed:  

- The main domain(s) of intervention; objectives and priorities; 

- Their visions on informality, its causes and consequences and interest in the formalization process; the 

main responsibilities, scope of actions and resources  

- main realizations and programmes: past, current and planned;  

- their role in the formulation process and implementation of policies and programmes related to 

informal employment (whether in or outside of the informal sector), reduction of decent work deficits 

and formalisation; and 

- the role that could be envisaged; 

- their political strength at the national level; 

- technical and financial capacities;  

- constraints to make their action more efficient; and needs to strengthen their capacity. (SWOT 

Analysis) 

 

In addition to it, participants (mainly Ministries of labour) will: 
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1. identify whether there is a formalized coordination mechanism 

in place in their country or otherwise some informal 

coordination mechanisms between the different actors, 

programmes and policies;  

2. assess what is the institutional framework and the operational 

modalities, who are the actors involved and what are their 

responsibilities as part of it; a special attention should be paid to 

the participation or the consultation of the social partners and 

the informal economy organizations concerned; 

3. identify factors in the current institutional setting that represent 

constraints and obstacles to an effective coordination, including 

the absence of the enabling conditions that facilitate an 

effective coordination; and  

4. identify opportunities to fill those gaps  

 

 

Cluster B:   Defining the Actions 

Module 5: R204 concerning the transition from informal to formal economy – and examples 

from countries  

 

1. Objectives and guiding principles  

2. Integrated approach for the transition to formal economy  

3. Good practice policy mix and sequencing of the different measures of the policy mix: the challenges 

and opportunities that were expected and unexpected in the sequential implementation of the policy 

mix - Examples from selected countries  

4. Coordination as a condition for integrated strategies to foster enterprise formalization: lessons learnt 

regarding institutional settings and enabling conditions that facilitate effective coordination 

 

Module 6:  Policies for the formalization of employment and enterprises  

 

2. Identifying legal and institutional frameworks relevant to the formalisation of employment – Role of 

laws and regulations governing the following: 

a. commercial or business regulations governing establishment and operation of enterprises 

b. labour legislation governing employment relationship and the rights and protection of 

workers1  

c. economic and employment policies that facilitate formal job creation, transformation of 

assets into productive capital and prevent informalisation of formal jobs  

 

                                                           
1 ILO, 2002. ‘Decent work and the Informal Economy.’ Report to the 90th International Labour Conference. International Labour 

Office, Geneva. 

The coordination between 

actors, i.e. between several 

ministerial departments and 

other public institutions, is a 

necessary condition for the 

effective implementation of 

an integrated approach 

aiming at addressing 

different factors of 

informality at the same time 

or enhancing the 

complementarities between 

various interventions. 
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4.  Identifying policy strategies for the formalisation of employment within the informal sector enterprises  

: 

• Streamlining of procedures  for employment registration within the informal sector  

• Unified registration systems for firm registration, social security and tax payments   

• Access to productive resource as incentive to employment  formalization (contract and 

working conditions), such as to markets (e.g. links to government procurement and to 

industry purchases) and to finance  

• Capacity development for accounting and business management, handling staff and their 

protection,  

5. Identifying policy strategies for the formalisation of employment: 

• Legal inclusion in labour and social protection laws of groups of workers previously 

exempted; e.g.  domestic workers, agricultural workers, workers in small enterprises 

• Training and capacity building of firms on legal requirements, recording and worker 

registration, instead of sanctions or fines for initial offenders  

• Unified registration system for firm registration and social security  

• Welfare fund for seasonal workers to ensure minimum income during lean season; e.g. 

construction workers 

• Social security coverage for short duration work, such as 6 months or 1 day for agricultural 

workers 

• Joint responsibility for contractors in supply chains, where principal contractor registers and 

submits worker compensation insurance of all subtracted workers or outworkers 

• Laws that provide equal benefits to agency-hired workers are to directly hired workers 

 

4. Identifying economic and employment policies that facilitate formal job creation or prevent job 

informalization  

• Macroeconomic and investment policy framework that generates formal employment 

opportunities, particularly in the context of negative economic shocks 

• Active labour market policies that reaches out to some groups in informal employment, in 

terms of access to labour market information, employment services and training so that the 

available formal employment opportunities can be taken up 

• Balanced wage policies and labour market regulations that benefit the earnings of the 

workers in informal employment or that circumvent potential informalization of employment 

 

Module 7 - Identifying implementation challenges (including coordination mechanism) and 

exploring potential solutions -  Effective social dialogue for the transition to formal economy 

1. Giving voice and representation to informal workers and enterprises – HOW? 

2. Role and actions by EOs to support the formalisation of workers and enterprises  

3. Is the cooperation model the nest to organise workers and enterprises in the informal economy  

4. Making social dialogue work for informal  


