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Foreword 

The primary purpose of Mainstreaming Informal Employment
and Gender in Poverty Reduction: a Handbook for Policy-makers
and Other Stakeholders is to integrate a concern for employment,
specifically the gendered dimension of informal employment,
into poverty reduction strategies, including the Millennium
Development Goals (MDGs) and the Poverty Reduction
Strategy Papers (PRSPs) of specific countries. The Handbook is
also intended to familiarise busy policy-makers and other stake-
holders with the historical debate on the informal economy
and with competing theoretical perspectives on the relation-
ship of globalisation, growth and poverty.

The authors argue that hopes for poverty reduction largely
hinge on the creation of more employment opportunities,
particularly those accompanied by rights, protection and voice.
Yet most governments – and the global community – have not
adequately recognised this. Employment creation is not one of
the eight Millennium Development Goals, and employment is
neither a target nor an indicator under the first major goal of
eradicating extreme poverty and hunger. However, this major
goal cannot be achieved without promoting decent work oppor-
tunities for the poor, especially women. The authors illustrate
why – and how – addressing the specific constraints and oppor-
tunities facing the working poor, especially women, in the
informal economy is the central key strategy to poverty reduc-
tion. In brief, this is because the working poor are concentrated
in the informal economy, earnings and benefits are lower on
average in the informal economy than in the formal economy
and there is a marked gender gap in earnings and benefits
within the informal economy.

As far as possible, the Handbook draws on data and
examples from Commonwealth countries. These are supple-
mented by data and examples from other countries. We hope
that additional Commonwealth countries will be encouraged to
collect data on the informal economy and to formulate approp-
riate policy responses to it. 

The publication of this book has been made possible due to
the contributions of many individuals and groups. We would
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like to thank the International Development Research Centre
(IDRC), and Randy Spence, in particular, for their support for
this initiative. 

We would like to acknowledge the hard work and valuable
expertise of the authors of the Handbook, Martha Alter Chen,
Joann Vanek and Marilyn Carr, and the numerous individuals
and organisations who have been willing to share information
and experience with them. This includes the global research
policy network Women in Informal Employment: Globalizing
and Organizing (WIEGO), to which the authors belong and
whose collective knowledge and experience has contributed to
this Handbook. We would like to thank Jacques Charmes for
the personal compilations of official national statistics included
in Chapter 2, and Chris Bonner, Dan Gallin, Nancy Hafkin,
Lou Haysom, Pat Horn, Renana Jhabvala, Rakawin Lee,
Frances Lund, Caroline Skinner, Shalini Sinha and Daonoi
Srikajon for providing some of the best practice examples
included in Chapter 4. In addition, the authors would like 
to acknowledge Ralf Hussmanns, Lin Lim and Anne
Trebilcock of the International Labour Organization (ILO) for
their efforts to promote a concern for ‘decent work and the
informal economy’ both within and outside the ILO and 
for their encouragement to the authors on this and earlier
publications.

Our special thanks are due to Tina Johnson, who edited the
book, and to Sarojini Ganju Thakur who co-ordinated the
project. In addition we would like to acknowledge the contri-
butions of Rawwida Baksh and Rupert Jones-Parry of the
Commonwealth Secretariat and Marais Canali and Suzanne
Van Hook of the WIEGO Secretariat in the production of the
book. Finally, a special debt is also owed to outside readers who
took time out of their busy schedules to provide critical feed-
back on early drafts of the Handbook: Debbie Budlender, Sarah
Gammage, Caren Grown, James Heintz, Ralf Hussmanns,
Renana Jhabvala and Frances Lund. 

This Handbook is part of the Commonwealth Secretariat
series on gender mainstreaming in critical development issues.
It forms part of the continuing focus of the series on exploring
the path to achieving the universally accepted goals of gender
equality and poverty reduction, and complements other publi-
cations in the same series – Gender Mainstreaming in Poverty
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Eradication and the Millennium Development Goals and Gender
Mainstreaming in the Multilateral Trading System.

We hope that this book will enhance our understanding of
the critical linkages between gender equality, informal employ-
ment and poverty reduction, and contribute to our efforts to
eradicate poverty in the world. 

Nancy Spence 
Director

Social Transformation Programmes Division
Commonwealth Secretariat

July 2004
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Executive Summary 

The lack of sufficient economic opportunities for the working
age population is a major contemporary problem. The Inter-
national Labour Organization estimates that there are 550 mil-
lion working poor and that these numbers may double before
2015 (the target year in the Millennium Development
Declaration for halving extreme poverty) (ILO, 2004a). The
United Nations estimates that over 80 per cent of the popula-
tion in the least developed countries live on less than $2 per
day and that about half of the people living in poverty are of
working age (UNCTAD, 2000). 

Employment – or, more precisely, decent work – is an essen-
tial pathway to poverty reduction. The ILO defines ‘decent
work’ as employment opportunities accompanied by rights,
protection and voice (ILO, 2002a).1 Yet employment does not
receive sufficient attention in poverty reduction strategies or
even in the global debates on the links between globalisation,
growth and poverty. Little consideration is given to the poverty
outcomes of different types of work or, conversely, to how
improvements in employment opportunities might lead to
poverty reduction. In the process, two key global facts tend to
be overlooked: (1) that the vast majority of the poor work; and
(2) that the vast majority of the working poor, especially
women, are engaged in the informal economy. As a result, the
economic contributions of the working poor as a force for
poverty reduction, as well as the impact of gender inequalities
within the realm of work, are also overlooked.

This Handbook focuses on the links between being infor-
mally employed, being a woman or a man and being poor, and
on the changing nature of informal employment. Based on a
review of available evidence, it presents a strategic framework
for how best to promote decent work for the poor and, in so
doing, to reduce poverty. It also includes practical examples of
ways of assisting working poor women and men to minimise
the constraints and maximise the opportunities arising from
trade liberalisation and growth.

Although the concept of the informal sector or informal
economy has been debated since its ‘discovery’ in Africa in the
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early 1970s, 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 global workforce that is not
covered by labour legislation or social protection – continues
to be important and has been expanding over time. At present,
there is renewed interest in the informal economy. This stems
from the fact that informal work arrangements have not only
persisted and expanded but have also emerged in new guises
and in unexpected places, leaving the majority of the global
workforce outside the world of full-time, stable and protected
employment. Most observers now accept that informal employ-
ment is a feature of modern capitalist development, not just a
residual feature of traditional economies.

Chapter 1 traces the history of the debates within the inter-
national development community on the relationship between
globalisation, growth and poverty, focusing on recent shifts in
the terms of the debate. It highlights the relative lack of focus
on employment in these debates and makes the case that a
focus on work and the working poor is a ‘missing link’ in the
debates.

Over the past two decades, belief in the ‘trickle-down’ bene-
fits of market-led growth has been tempered by a growing
recognition of the systemic disadvantages of the poor and the
need for broad-based labour-intensive patterns of economic
growth as well as a complementary set of policies to manage
growth and redistribute national income. Despite this shift in
thinking, orthodox policy prescriptions continue to favour free
markets over state interventions. This makes it difficult for
developing countries to do what is needed to ensure that
growth is equitable and reduces poverty. Moreover, although
the quantity of employment generated by growth has received
some attention, the quality of the work generated tends to be
overlooked. Yet poverty is related more to the nature of
employment than to the absolute rate of employment. In coun-
tries where there is no unemployment compensation and few
safety nets, the poor have little choice but to work – no matter
how low or irregular their earnings.

While the vast majority of the poor work, few are able to
work their way out of poverty. This is because poor people
working in the informal economy face lower incomes, greater
financial risks, lower standards of human development and
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greater social exclusion compared to better-off workers, espe-
cially those who work in the formal economy. Yet these disad-
vantages of the working poor have not been adequately
addressed in poverty reduction strategies. This Handbook
makes the case for a coherent focus on employment – and
related market relationships – to bridge the persistent divide
between growth and redistribution, to refocus attention on dis-
crimination in markets and, thereby, to design strategies that
will more effectively reduce poverty.

Chapter 2 provides the rationale for paying greater atten-
tion to the informal economy, and particularly to women
workers within it. This is done by providing the most recent
available data on the size and composition of the informal
economy and on the links between working in the informal
economy, being a woman or man and being poor. These data
reveal the following key facts:

Size

• Informal employment comprises one half to three quarters
of non-agricultural employment in developing countries.

• Self-employment, part-time and temporary work comprise
30 per cent of overall employment in 15 European countries
and 25 per cent of total employment in the United States.
Although not all self-employed persons or part-time and tem-
porary workers are informally employed, the majority receive
few (if any) employment-based benefits or protection.

• Estimates of informal employment increase significantly
when agriculture is included – rising, for example, from 83
to 93 per cent of total employment in India and 55 to 62 per
cent in Mexico.

Composition

• Self-employment represents nearly one-third of all non-
agricultural employment worldwide and comprises a greater
share of informal employment (outside agriculture) than
wage employment in all developing regions.

• Informal wage employment represents 30 to 40 per cent of
informal employment (outside of agriculture) in developing
regions.

EXECUTIVE SUMMARY

xv



• Informal employment is generally a larger source of employ-
ment for women than for men in the developing world.

• Women are particularly over-represented in low-paid infor-
mal or non-standard wage employment. Although fewer
women than men are in the labour force, women represent
80 per cent or more of industrial outworkers/homeworkers
in many developing countries and 60 per cent or more of
part-time workers in all Organisation for Economic Co-
operation and Development (OECD) countries reporting
data.

To better capture this growing and changing phenomenon, an
expanded definition of the informal economy has recently
been introduced that includes both self-employment in informal
enterprises (small unregistered enterprises) and wage employ-
ment in informal jobs (without secure contracts, worker benefits
or social protection). Despite its diversity, the informal econ-
omy can thus be classified by employment status into two major
groups (although some informal workers2 – notably home-
workers – do not fit neatly into one or other of these cate-
gories):

• self-employed: including employers, own-account workers
and unpaid family workers;

• informal wage workers: including employees of informal
enterprises; casual workers without a fixed employer;
domestic workers; and those temporary, part-time and con-
tract workers who do not receive employment-based bene-
fits or protection.

Chapter 2 also provides a conceptual framework – what it calls
the gender segmentation of the informal economy – for
analysing the linkages between working in the informal econ-
omy, being a woman or a man and being poor. There is an over-
lap between working in the informal economy and being poor.
The poor are more likely than the non-poor to rely on the
informal economy for their livelihoods; average wages or earn-
ings are lower in the informal economy than in the formal
economy; and a higher percentage of people working in the
informal economy, relative to the formal economy, are poor.
However, there is no simple relationship between working in

MAINSTREAMING INFORMAL EMPLOYMENT AND GENDER IN POVERTY REDUCTION
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the informal economy and being poor or working in the formal
economy and escaping poverty. The relationship with informal
employment appears only when informal workers are classified
by employment status (i.e. employer, own account worker, wage
worker or industrial outworker/homeworker). As a general rule,
average earnings or wages decrease as one moves down the
employment status ladder: from being a micro-entrepreneur
who hires others to working on one’s own account to working
as a wage worker to being an industrial outworker. However, in
some sectors or countries, informal wage workers earn more on
average than own account workers.

There is a significant overlap between being a woman, work-
ing in the informal economy and being poor. Available evi-
dence suggests that, in most regions, women are more likely
than men to work in the informal economy; women in poor
households are more likely to work in the informal economy
than men in poor households or women in non-poor house-
holds; and the average wages or earnings of women in the
informal economy are lower than those of men in the informal
economy. But, again, there is no simple relationship between
being a woman, working in the informal economy and being
poor. It depends on what women do and under what condi-
tions. One of the important reasons why women in the infor-
mal economy are likely to be poorer than men is because they
are less likely to be micro-entrepreneurs who hire others (who
often enjoy relatively high earnings) and more likely to be home-
workers (who typically earn extremely low piece rates). Also,
even within specific categories of informal employment, women
are likely to earn less than men. Chapter 2 illustrates the gen-
der segmentation of the informal economy with a case study of
employment in the export-oriented horticulture sector in
Chile and South Africa.

The impact that changes in the global economy are having
on the informal economy and on women and men within it is
detailed in Chapter 3, which is divided into three major sec-
tions. The first section compares three different approaches –
that of neo-classical economics, gender analysis and informal
labour market analysis – to tracing the impact of economic
trends on poverty and gender relations, identifying particular
processes that have specific consequences for the informal
workforce, both women and men. 

EXECUTIVE SUMMARY

xvii



The second section provides a review of available evidence
– primarily case studies – on the likely impact of economic
reforms on employment, including whether they create or
destroy economic opportunities and the quality of opportuni-
ties created. There are three common ways through which the
working poor, especially women, are inserted into the global
workforce:

1. Creation of new jobs – but without rights and benefits;

2. Opening up of new markets – but with unequal access and
competitiveness;

3. Increased risk and uncertainty – but without adequate pro-
tection.

Each of these indicates that, while new economic opportuni-
ties are being created, the terms and conditions of employment
generated often mean the working poor may not be able to
take advantage of them or may not benefit fully from their
involvement. The first two scenarios relate to the nature and
the quality of economic opportunities associated with economic
reforms. The third relates to generalised effects commonly asso-
ciated with economic reforms, seen from the perspective of the
working poor in the informal economy.

What is also clear is that the world of work itself is chang-
ing because of these economic processes. The third section of
Chapter 3 details three key dimensions of the changing nature
of work in today’s world – place of work, employment status
and production system – and the consequences of these for the
working poor, especially women.

The majority of the global workforce now works in so-
called ‘non-standard’ places of work, employment relationships
and production systems. Some of these arrangements may have
benefits for the workers involved, such as more flexible work
hours, but they may also be associated with specific costs and
risks, such as lack of benefits or long-term security. Effective
poverty reduction requires maximising the benefits and min-
imising the costs associated with the employment opportuni-
ties available to the poor. As such, it needs to be based on an
understanding of the costs and benefits associated with differ-
ent work arrangements.

Building on this analysis, Chapter 4 presents a set of strate-
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gies and promising examples that respond to the opportunities
and risks associated with trade liberalisation and the changing
nature of work. These do not aim to be comprehensive, but
rather to further our understanding of the ways in which dif-
ferent key actors – international agencies, governments, private
corporations, trade unions and organisations of informal work-
ers, non-governmental organisations (NGOs) and civil society
– can assist the working poor in the informal economy to min-
imise the negative effects and maximise the opportunities
associated with macroeconomic trends and policies. The four
pillars of the ILO’s Decent Work agenda – opportunities, rights,
protection and voice – are used to organise the strategies and
examples in a meaningful way.

It is important to note that most of these initiatives require
advocacy and/or monitoring by civil society – notably by
organisations of informal workers – to ensure that they are
properly designed and implemented. In sum, these examples
suggest a key pathway to poverty reduction and gender equity:
namely, by supporting informal enterprises, improving infor-
mal jobs, providing protection to informal workers and recog-
nising organisations of informal workers. 

Finally, Chapter 5 outlines a strategic policy approach to
the gender segmentation of the informal economy that is
informed by an understanding of the economic contributions
of the informal economy and premised on the notion that (a)
all policies – both economic and social – affect the informal
economy; and (b) policies have differential effects on the
formal and informal economy and on women and men within
the informal economy. The strategic policy approach calls for
informed and comprehensive policies as well as the concerted
action of different key players. Most critically, it underscores
the need to build, strengthen and recognise the organisations
of informal workers – and to promote their representative
‘voice’ in institutions that determine policies and other ‘rules
of the (economic) game’ that affect their work lives.

The overarching policy goals of such a policy approach
should be to:

• promote opportunities: for both self-employed and informal
wage workers through a mix of service provision (micro-
finance, skills training, improved technologies and other
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business development services) as well as policy interven-
tions;

• secure rights: of informal wage workers through extending
the scope of existing legislation, promoting collective
bargaining agreements and/or enforcing labour standards;
and of the self-employed through enabling equal access to
credit and other resources and through equitable policies
for formal and informal enterprises;

• protect informal workers: through providing insurance
coverage for illness, maternity, property, disability, old age
and death through extending existing schemes and/or
developing alternative schemes; and

• build and recognise the ‘voice’ of informal workers: through
the organisation of informal workers and their representation
in relevant policy-making institutions.

Each of these goals needs to be translated into context-specific
goals depending on which category of the informal workforce is
being targeted, under what conditions and in which economic
sector. They also need to take into account the different needs
and circumstances of women and men within each category.

The policy process should be:

• based on an informed understanding of the economic impor-
tance of informal workers. This requires improved official
statistics on the size, composition and contribution of the
informal economy;

• aimed at mainstreaming the concerns of the informal work-
force in those institutions that deal with economic plan-
ning and development;

• gender sensitive, taking into account the roles and respon-
sibilities of women and men in the informal economy.
Compared to men workers, women workers tend to earn
less and to be less likely to have social protection or be
organised. As a result, they have the greatest need for sup-
portive policies;

• context-specific, based on the reality of different categories of
informal workers in specific locales and industries and
recognising and supporting both the self-employed and paid
workers in the informal economy; and
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• participatory and inclusive, allowing policies to be developed
through consultation with informal workers. In order to
have voice, those who work in the informal economy must
be organised and their efforts to organise into trade unions
and co-operatives must be encouraged and supported.

Key messages 

A key message of this Handbook is that the renewed interest
in the informal economy needs to be translated into a greater
emphasis on employment in poverty reduction strategies and
in economic planning. More specifically, poverty reduction
strategies need to be premised on the following two related
facts: (1) decent employment is an essential pathway to
poverty reduction; and (2) informal employment is less likely
than formal employment to be decent work. As the Director
General of the ILO argued in his 2002 report on ‘Decent Work
and the Informal Economy’, those in informal employment
suffer greater decent work deficits than those in formal
employment (ILO, 2002a). 

Since the early1990s, the international community has
increasingly reoriented its development approach to focus on
poverty reduction. Reflecting this concern, the Bretton Woods
institutions agreed in 1999 that national poverty reduction
strategy papers, developed through participatory processes,
should provide the basis for concessional lending by the World
Bank and International Monetary Fund (IMF) and for debt
relief to the heavily-indebted poor countries.3 In 2000, at the
Millennium Summit, the member countries of the United
Nations agreed to attack severe poverty worldwide and halve
the proportion of the global population that survives on less
than $1 a day by the year 2015. Following the Summit, the
various UN agencies collectively identified eight Millennium
Development Goals and a set of 18 targets (and some 40 rele-
vant indicators) to measure their progress.

These two initiatives – PRSPs and MDGs – are meant to
reinforce each other. However, neither pays sufficient atten-
tion to employment as a key pathway to poverty reduction. For
example, employment creation is not one of the eight MDGs,
and employment is neither a target nor an indicator under the
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first major goal of eradicating extreme poverty and hunger. Yet
this major goal cannot be achieved without promoting decent
work opportunities for the poor, especially women. Admit-
tedly, youth employment is a priority target under Goal 8
(Develop a Global Partnership for Development) and women’s
share of non-agricultural wage employment is one of the main
indicators specified under Goal 3 (Promote Gender Equality
and Empower Women). But the gender employment indicator,
as currently formulated, is not an adequate indicator of
women’s equality and empowerment. As the evidence provided
in this Handbook will illustrate, an increase in women’s wage
employment (both non-agricultural and agricultural) is likely
to be associated with an increase in flexible or informal
employment arrangements: that is, in employment without
rights, protection or voice. This criticism was also made by the
Millennium Project Task Force on Education and Gender
Equality. This group has recommended that an indicator on
informal employment either be substituted for the indicator on
wage employment or be added (United Nations Millennium
Project, 2004). Efforts are now being made to develop the
appropriate indicator.

There is a clear need to better integrate the ILO’s Decent
Work agenda – with a special focus on the informal workforce
and women – into current poverty reduction initiatives.
However, within the international development discourse,
there is a dominant school of thought that argues that the
demand for labour should be left to the market and that social
protection is affordable only for the formally employed. For
those holding this view, labour and employment issues are not
relevant to poverty reduction strategies. Overcoming such mis-
conceptions will require continued research and advocacy
(ILO, 2002c).4 This Handbook seeks to help in this effort by
focusing on the linkages between informal employment,
gender and poverty.

In sum, renewed attention needs to be paid to employment
in economic planning, including in the PRSPs for heavily-
indebted countries and the MDGs for the world at large. More
specifically, poverty reduction strategies need to address the
‘decent work deficits’ in the informal economy as well as gen-
der differentials within it. This Handbook makes the case for a
focus on informal employment – especially women informal

MAINSTREAMING INFORMAL EMPLOYMENT AND GENDER IN POVERTY REDUCTION

xxii



workers – in poverty reduction strategies, and then suggests
ways in which the opportunities, rights, protection and voice
of the informal workforce, especially women, can be enhanced.

The unique perspective of the Handbook is that it seeks to:

• put employment, specifically the gender segmentation of
employment in the informal economy, at the centre – to
provide a ‘missing link’ – of development discourse, policies
and practices regarding poverty reduction;

• investigate how different groups of the working poor in the
informal economy – especially women – are integrated into
the economies of their own countries and into the global
economy;

• investigate the quantity and quality of work – for women
and men – created by different patterns of economic growth
and global integration; and

• identify appropriate policies, regulations and practices to
manage and govern the employment arrangements of the
working poor in the informal economy.

Notes

1 Under the directorship of Juan Somavia, the ILO formulated and
adopted the four pillars of Decent Work as its strategic agenda: (a)
employment opportunities; (b) respect for fundamental principles
and rights at work; (c) social protection; and (d) social dialogue
(ILO, 2001). We refer to these in the Handbook as opportunities,
rights, protection and voice. 

2 The term ‘informal workers’ is used in this Handbook in a broad,
inclusive sense to include wage workers, small producers, service
providers and traders.

3 Earlier that year, in June, at a meeting of the G8 in Cologne,
Germany, the political leaders of democratic industrialised counties
announced a joint initiative for debt relief and poverty reduction
for heavily indebted poor countries (HIPC2). The origins of HIPC2
and the PRSP initiative lie substantially with civil society move-
ments that forced the issue of debt reduction onto the inter-
national agenda in the late 1990s, culminating in Jubilee 2000. 

4 In working closely with national partners in several countries on the
development of their PRSPs, the ILO has recommended that employ-
ment-intensive growth be made an explicit objective (ILO, 2002c).
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1. Employment: The ‘Missing
Link’ in the Poverty Debate 

Within the international development community, there has
been a long-standing – and often heated – debate about the
links between economic growth and poverty. During the
1990s, especially after the East Asian and other financial
crises, the focus of this debate shifted to globalisation. Does –
or can – globalisation work for the world’s poor? This is the
central question around which the debate now revolves
(Rodrik, 1997). However, to fully understand the debate, it is
important to draw a distinction between the globalisation of
different markets (capital, goods, services and labour); between
globalisation, growth and related policy prescriptions; and
between income poverty and other dimensions of poverty. In
Chapter 1 we provide a brief history of the globalisation–
growth–poverty debate, highlighting these distinctions, and
argue that employment – specifically the gender dimensions of
informal employment – remains a ‘missing link’ in the debate. 

The Globalisation–Growth–Poverty Debate 

The growth–poverty debate 

In North America and Europe, the two decades after World
War II have been characterised as the ‘golden age’ of full
employment. During the 1950s and 1960s, governments in
most developed countries sought not only to provide social
welfare to their citizens but also to lead industrial develop-
ment, expand aggregate demand and create jobs. Because of
the successful experience in North America and Europe, there
was widespread belief among international development
specialists in the ‘trickle-down benefits’ of growth, including
the assumption that industrial development would create
enough jobs to absorb surplus labour in developing countries
(Lewis, 1954). 

However, things began to change in the 1970s. In the
developed North, production became more flexible and special-
ised, and belief in both the welfare-providing and economic-
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regulating functions of governments began to erode. In the
developing South, there was growing recognition that econ-
omic growth does not automatically translate into jobs or other
benefits for the poor. In response to persistent widespread
unemployment, the International Labour Organization (ILO)
mounted a series of large, multi-disciplinary ‘employment mis-
sions’ to various developing countries (ILO, 1972). By the
mid-1970s, in response to persistent widespread poverty, an
influential team of observers (within the World Bank) called
for a complementary set of policies to manage growth and
redistribute national income (Chenery et al, 1974). 

Despite the fact that ‘trickle down’ economics had been dis-
credited, orthodox policy prescriptions continued to favour
free markets. By 1980, in North America and much of Europe,
a different economic system was in place: one that emphasised
the supremacy of market forces, questioned the welfare-
providing function of the state and eschewed government reg-
ulation of labour, product or capital markets (Singh, 1998). To
conform to this new economic system, developing countries
were encouraged to restructure their economies by curbing
inflation, stabilising their currency, privatising their public
industries and deregulating markets. However, when the short-
term costs of adjustment were recognised, another influential
team of observers (this time from the United Nations) called
for ‘adjustment with a human face’ (Cornea et al, 1987). 

During the 1990s, despite the recognition of the costs of
economic adjustment, the shift in favour of free markets over
state interventions only intensified. In regard to employment,
those who prescribe free market policies believe that demand
for labour should be left to the market and that social protec-
tion is only affordable – through some mix of employer and
individual contributions – for those who are formally
employed. For free market advocates, labour or employment
standards are not relevant to poverty reduction (ILO, 2002c).

Since 1990, however, there has been renewed concern
about poverty in the international development community.
More emphasis has been placed on job-led growth and rural
livelihoods (World Bank, 1990) and a new focus on human
development has been introduced (UNDP, 1990). Underlying
the call for job-led or labour-intensive growth was the recog-
nition that growth per se was not producing enough jobs to

MAINSTREAMING INFORMAL EMPLOYMENT AND GENDER IN POVERTY REDUCTION

2



absorb people of working age. And underlying the call for
human development was the recognition that economic
growth at the national level (measured in terms of GDP per
capita) does not necessarily translate into human development
at the individual level (measured in terms of education, health
and longevity). More recently, the Millennium Development
Goals and the Poverty Reduction Strategy (PRS) initiative
reflect the renewed commitment of the international commun-
ity to poverty reduction.

In brief, over the past three decades, belief in ‘trickle-down’
economics has been tempered by a growing recognition of: (a)
the systemic disadvantages of the poor; and (b) the need to
supplement growth with a broader set of economic policies to
manage it and social policies to redistribute it (see Box 1). Yet,
over the same period, there has been a broader transformation
in the economic policy environment, away from state inter-
ventions to free-market policies. 

Box 1 Thumbnail History of the Growth–Poverty
Debate

1950–60s: Growth through import-substituting
industrialisation (Lewis, 1954).

1970s: Growth through import-substituting industrialisation,
agricultural production, micro-enterprise development and
redistribution (ILO, 1972; Chenery et al, 1974).

1980s: Export-oriented growth through structural
adjustment with a human face (Cornea et al, 1987).

1990s: Labour-intensive growth with human development
and security (World Bank, 1990; UNDP, 1990).

2000: Broad-based economic growth with opportunities,
rights, protection and a voice for the poor (World Bank,
2000; ILO, 2002a; ILO, 2003; United Nations Millennium
Development Declaration, 2000).
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The globalisation–poverty debate 

The best-known protagonists in the current globalisation
debate are the pro-globalisation policy-makers and the anti-
globalisation protestors. Those who are pro-globalisation tend
to subscribe to three related assumptions: (1) that liberalisa-
tion, privatisation and stabilisation policies lead to economic
growth; (2) that opening up an economy to trade and foreign
direct investment (FDI) leads to economic growth; and (3)
that economic growth leads to poverty reduction. Those who
are anti-globalisation tend to take the opposite stance on each
of these assumptions. They argue that economic growth and
global integration tend to erode the incomes or livelihoods of
the poor, while at the same time increasing the costs of public
goods and services and thus increasing rather than reducing
poverty.

Why do these two groups disagree so fundamentally? Much
of the disagreement is a result of different approaches to assess-
ing poverty, economic policies and the links between the two
(Kanbur, 2001). 

Those who are pro-globalisation tend to look at the incid-
ence of poverty at the national or global level, to consider the
medium- and long-term impact of economic policies and to
subscribe to the standard economic model of perfectly compet-
itive market structures.

Those who are anti-globalisation tend to look at the
poverty levels of specific groups of people at the local level, to
consider the short-term consequences (on the poor) and the
long-term consequences (on the environment) of economic
policies and to see markets as riddled with market power exer-
cised by big corporations over small enterprises and by employ-
ers over employees.1

These rather stylised positions represent, of course, two
extremes of a spectrum of perspectives. In real life, the debate
tends to be less polarised and more nuanced. Many of the so-
called critics of globalisation are not anti-globalisation per se
but against the associated ‘rules of the game’ prescribed by
powerful players – the International Monetary Fund (IMF) and
the World Trade Organization (WTO) – including the lack of
accountability of these institutions and the undermining of
labour and environmental standards.2 Many people feel that
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globalisation “has developed in an ethical vacuum based on a
‘winner-take-all’ mentality … [and] conceived for the strong –
leaving the rest at a serious disadvantage” (Somavia, 2004).
There is also a middle group of observers who seek to help the
poor address the costs and seize the opportunities associated
with macroeconomic trends and policies.

Terms of the Debate 

What is poverty? 

As part of the broader debate on globalisation–growth–poverty,
there has been a related debate on how to conceptualise and
measure poverty. Some parties to this debate focus on the
various dimensions of poverty that are not captured in the
standard measures of what is now called ‘income poverty’,
while others focus on how to improve the standard income-
expenditure measures of income poverty. Today, there are
several broad approaches to conceptualising and measuring
poverty, including:

• income and basic needs: that focuses on the income,
expenditures and basic needs of the poor; 

• human development: that focuses on the health, education,
longevity and other human capabilities of the poor; and

Tobacco pickers, India
MARTHA CHEN
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• social inclusion: that focuses on the political participation,
social dialogue and ‘voice’ of the poor.

From the perspective of the poor, each of these dimensions of
poverty is of critical importance. But none of these focuses on
employment per se; even the income poverty school pays sur-
prisingly little attention to the sources of income. However, the
work arrangements of the poor represent a key pathway to
their well-being, capabilities, dignity and freedom.

The Decent Work agenda of the ILO offers a critical miss-
ing dimension to the debate on poverty: one that unites the
international drive to eradicate poverty with the fundamental
right to work in freedom. Each of the four pillars of the agenda
offers tools to help reduce poverty, as follows:

• Opportunities: promotion of investments and policy sup-
port to job creation, entrepreneurship and sustainable
livelihoods, and the requisite skills development. 

• Rights: promotion of legal recognition and mobilisation of
effective demand to secure the right to work and associated
rights at work. 

• Protection: extension of existing social security measures to
cover the informal workforce and development of alterna-
tive measures to insure them against illness, disability, loss
of employment opportunities and old age.

• Voice: promotion of the representation and effective parti-
cipation of the working poor in collective bargaining, con-
flict resolution and rule-setting bodies.

What is globalisation?  

In the broadest sense, globalisation refers to the international
flows of ideas and culture, or people, as well as goods, services
and capital – to global integration in the social, political and
economic spheres. As used in this Handbook, globalisation
refers to economic globalisation: to international flows of cap-
ital, goods, services and labour. The current wave of globalisa-
tion, dating back to 1980, represents the third major wave of
globalisation over the past 150 years (see Box 2).

The Decent Work
agenda of the

ILO offers a
critical missing

dimension to 
the debate on

poverty: one 
that unites the

international
drive to eradicate
poverty with the

fundamental
right to work in

freedom.

MAINSTREAMING INFORMAL EMPLOYMENT AND GENDER IN POVERTY REDUCTION

6



Box 2 Three Waves of Economic Globalisation

Economic globalisation occurs through some mix of trade,
migration and capital flows. Over the past 150 years, there
have been three waves of globalisation. Each of these
waves has had distinctive features, as follows:

First wave of globalisation: 1870–1914
Triggered by falling transport costs (resulting from the
switch from sail to steamships) and reductions in tariff
barriers (pioneered by an Anglo-French agreement), the
resulting patterns of trade mainly involved the exchange
of primary commodities (from Argentina, Australia, New
Zealand and the United States as well as some developing
countries) for manufactured goods (from Europe and North
America). But migration – from Europe to the Americas
and within Asia – was probably more important than
either trade or capital flows (Lindert and Williamson,
2001b). Nearly 10 per cent of the world’s population 
is estimated to have migrated during the first wave of
globalisation.

Second wave of globalisation: 1945–1980
After a period of nationalism, during which substantial
trade barriers were erected, governments in the North
began to co-operate to reduce these barriers, particularly
to the trade of manufactured goods. But the barriers
facing developing countries were not reduced, except for
those primary commodities that did not compete with
agriculture in the developed countries. In response, most
developing countries erected barriers against developed
countries and each other. The resultant globalisation was
very lopsided: developing countries still faced severe
barriers to trade in manufactured goods and agriculture;
and the international movements of capital and labour
were not restored. 

Third wave of globalisation: 1980-present
The current wave of globalisation, which began about
1980, is distinctive from the others. First, and most
spectacularly, a large group of developing countries have 
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As noted earlier, popular discourse on globalisation tends to
blur the distinction between economic restructuring and eco-
nomic integration, and between trade liberalisation and other
dimensions of economic integration. It is important to dis-
tinguish between:

• economic restructuring, including privatisation of public
enterprises and the public sector, deregulation of different
markets (for goods, services, capital and labour) and stabili-
sation of currency; and

• economic integration, including liberalisation of capital
markets, of markets for goods and services (i.e. ‘trade liberal-
isation’) and of labour markets.

To illustrate, it was liberalisation of short-term capital
accounts that triggered the Asian and other financial crises,
not trade liberalisation or economic integration writ large
(Bhagwati, 2004). It is also important to distinguish between
trade liberalisation, growth and the policy prescriptions assoc-
iated with them. It is now widely recognised that developing
countries that complied with the orthodox policy prescriptions
in opening up their economy have fared less well than devel-
oping countries that pursued their own domestic development
strategy while opening up their economy (notably, China and
India) (Rodrik, 1997; Stiglitz, 2003b). 

In this Handbook, we try to draw these distinctions wher-
ever relevant. But in real life it is hard to know which econ-

Box 2 (continued)

broken into global markets, not only for primary
commodities but also for manufactured goods and
services. At the same time, however, other developing
countries have become increasingly marginalised. 
Second, the movements of capital and labour, which were
negligible during the second wave of globalisation, have
again become substantial. However, unlike during the first
wave when migration was actively encouraged, international
migrants face considerable legal barriers to migration. 

Source: World Bank, 2000
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omic process is driving what; and in analysing data it is diffi-
cult to isolate the impact of a single economic reform or a sin-
gle type of economic integration. This is because none of these
economic processes operates in isolation. 

The ‘Missing Link’ in the Debate 

Although the quantity of employment generated by growth
has received some attention, in terms largely of aggregate
employment rates, the quality of the work generated tends to
be overlooked. Yet poverty is related as much to the nature of
employment as to the absolute level of employment. In devel-
oping countries where there is no unemployment compensa-
tion and few safety nets, the rate of poverty is far higher than
the rate of unemployment. Most of the poor continue to work,
no matter how low or irregular their earnings. A major gap in
the debate on globalisation-growth-poverty is the absence of
any systematic analysis of the role of employment in the work-
ing of these linkages. To illustrate this point, consider the per-
spectives of the different parties to the debate.

Most pro-globalisation proponents subscribe to standard
neo-classical assumptions regarding labour and development: 

• that labour is just another factor (like capital, land or any
other good);

• that labour markets behave just like other markets; and 

• that inflexible labour markets – specifically, wage rigidity –
have adverse effects.

Based on these assumptions, their ready prescription for devel-
oping countries with chronic unemployment or underemploy-
ment is to abolish minimum wages, lower wages, eliminate job
protection and privatise social security. Further, they tend to
emphasise greater efficiency in economic policy and to over-
look the risks, vulnerabilities and volatility associated with
economic reforms and globalisation. More fundamentally still,
they tend to de-link issues of efficiency and distribution, put-
ting the primary focus of economic policies (including labour
market legislation) on efficiency and handling issues of distri-
bution through general legislation aimed at redistribution.
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Clearly, some anti-globalisation critics have voiced concerns
about labour standards. But their concern has focused largely
on formal workers or workers in export processing zones (EPZs)
and on international labour standards in the context of global
trade agreements, to the relative neglect of informal workers,
domestic labour legislation and country-specific economic
reforms.

Various groups within the international development com-
munity have expanded the scope of their work to encompass a
concern for work and livelihoods:

• Human rights community: has begun to specify what is
meant by economic rights and how to claim or enforce
workers’ rights. 

• Women’s movement: has promoted the notion that women’s
unpaid housework and care activities should be seen as part
of the economy and has investigated the implications for
women of being integrated into labour markets (see
Chapter 3 for more on gender analysis).

• Environmental movement: includes a focus on rural liveli-
hoods with a natural resource base and on increasing and
securing assets as well as intellectual property rights.

• Micro-finance movement and related micro-enterprise
development initiatives: have provided financial and busi-
ness development services to micro-enterprises.

• Fair Trade movement: has focused attention on fair labour
standards for wage workers and fair competition for small-
scale producers.

However, outside the international labour movement, which
historically has focused on the formal workforce, none of the
groups within the international development community has
adopted a primary focus on employment issues.3

The quantity and quality of work generated are, we con-
tend, the key determinants of the poverty and equity outcomes
of different patterns of economic growth or global integration.
This relative neglect of employment issues represents, there-
fore, a ‘missing link’ in poverty reduction strategies. In the
context of trade liberalisation, this neglect seems particularly
hard to explain. Under pressure from the rich countries, the
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barriers to international trade in goods, financial services and
investment flows have been lowered to the advantage of capi-
tal over labour and of large firms over small or micro firms and,
in most instances, to the disadvantage of wage workers and
own account producers in the informal economy. Arguably,
the need to provide this ‘missing link’ in development dis-
course and practice – to introduce an explicit focus on the
working poor in the informal economy – has never been more
acute than in the present context of rapid global integration.

Underlying the lack of a systematic focus on employment in
development circles is another quite fundamental debate: on
the relative roles of markets and the state:

• The free-market school focuses on growing the economy
through a judicious mix of market forces and economic
policies, placing greater emphasis on efficiency and defla-
tion than on employment.

• The government-mediated school focuses on redistributing
national income through social policies, placing greater
emphasis on social indicators than on economic opportunities.

Neither school pays sufficient attention to discrimination in
the market place or to how this contributes to poverty. Under
the free-market – or neo-liberal – school of thought, the dom-
inant concern of macroeconomic policies has shifted from an
earlier commitment to expanding aggregate demand and pro-
moting job opportunities – or ‘full employment’ à la Keynes –
to the current priority of controlling inflation and promoting
investments and efficiency. Under the neo-liberal policy
approach, the mechanism for dealing with employment – or,
more precisely, the problem of unemployment – is deregulation
of labour markets by eliminating or weakening minimum wage
mandates, health and safety standards and measures supporting
unionisation. Overall, it is not clear what impact these meas-
ures have had on employment rates, especially in developing
countries where the problem of underemployment is far more
pronounced than the problem of unemployment. But it is clear
that such measures are likely to increase the flexibility of
labour markets and weaken the bargaining power of workers.
See Chapter 3 for a further discussion of these issues.
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Conclusion 

The vast majority of the poor work, but few are able to work
their way out of poverty. This is because most of them are
engaged in the informal economy, where they are likely to face
lower incomes, greater financial risks, lower standards of
human development and greater social exclusion compared to
better-off workers, especially those who work in the formal
economy. Box 3 presents a framework for thinking about the
consequences of working in the informal economy.

It is also the case that those who work in the informal econ-
omy are likely to have greater deficits in opportunities, rights,
protection and voice – the four pillars of the Decent Work
agenda – than those who work in the formal economy (ILO,
2002a). And among the working poor in the informal econ-
omy, women are more likely than men to be worse off in all of
these respects.

The evidence suggests that the terms on which women and
men engage in the labour market have a direct bearing on their
level of income, human development and social inclusion, and

Box 3 Informal Employment and Poverty

Income poverty: if one or more members of the household
are formally employed, income flows into the household
are typically higher (as average wages or earnings are
higher in the formal economy than in the informal
economy) and expenditure flows out of the household are
typically lower (as formal workers have more secure work
and greater access to social protection).

Human development gaps: those who work in the
informal economy are less likely than formal workers to
have access to social services and more likely to have low
levels of health, education and longevity. 

Social exclusion: those who work in the informal economy
are more often excluded, than formal workers, from state,
market and political institutions that determine the ‘rules
of the game’ in these various spheres.
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on whether or not they enjoy decent work. Yet employment –
much less the terms of employment – has not been adequately
analysed or addressed in poverty reduction strategies. This
Handbook makes the case for a coherent focus on employment
– and related market relationships – to bridge the persistent
divide between growth and redistribution, to refocus attention
on discrimination in markets and, thereby, to design strategies
that will more effectively reduce poverty.

The relationship between trade liberalisation, growth and
poverty continues to be hotly debated, with some observers
claiming that trade liberalisation contributes to both growth
and poverty reduction and others that it adversely affects the
poor. There is further debate on the differential impact on
women and men among the poor. The linkages are, at best,
ambiguous as the empirical evidence points in both directions.
Inserting a focus on informal employment and its gender
dimensions into the trade-growth-poverty debate should help
identify the circumstances under which economic reforms,
trade liberalisation and growth generate pro-poor outcomes.
This point is discussed in more detail in Chapter 3. But first, in
Chapter 2, we will review available data on the links between
being informally employed, being a woman or man and being
poor.

Notes
1 See Kanbur (2001) for a detailed analysis of the proponents and

opponents of globalisation. 
2 See Stiglitz (2003b) for a discussion of the policies or ‘rules of the

game’ managing globalisation.
3 Two recent studies by the International Labour Office analyse the

‘nexus’ of economic growth, employment and poverty reduction
and make the case that, for it to reduce poverty, economic growth
has to be accompanied by employment growth with rising produc-
tivity (Khan, 2001; Islam, 2004). While one study addresses both
self-employment and wage employment (Khan, 2001), neither
study addresses informal wage employment. 
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2. Informal Employment,
Gender and Poverty

The Informal Economy 

The informal workforce 

The most visible occupational groups in the informal economy
are those who work on the streets or in the open air. City
streets and village lanes in most developing countries – and in
many developed countries – are lined with barbers, cobblers,
garbage collectors and vendors of vegetables, fruit, meat, fish,
snack-foods or a myriad of non-perishable items from used
clothing to locks and keys or soaps and cosmetics to electronic
goods. In many countries, head-loaders, cart pullers, bicycle
peddlers, rickshaw pullers, bullock or horse cart drivers jostle
to make their way down narrow village lanes or through the
maze of cars, trucks, vans and buses on city streets. In rural
areas, the vast majority of people earn their livelihoods work-
ing on farms, raising livestock, making handicrafts or collect-
ing and processing minor forest products.

Somewhat less visible are the informal workers who work in
factories or small workshops that repair bicycles and motor-
cycles; recycle scrap metal; make furniture and metal parts; tan
leather and stitch shoes; weave, dye and print cloth; polish dia-
monds and other gems; make and embroider garments; sort and
sell cloth, paper and metal waste; and more. The least visible
informal workers, the majority of them women, sell or produce
goods from their homes: stitching garments, weaving cloth,
embroidering textile goods, making crafts, making shoes, pro-
cessing food or assembling electronic and automobile parts.

The largest occupational categories within the informal
economy, in most developing countries, include casual day
labourers in agriculture and construction, small farmers, forest
gatherers, street vendors, domestic workers, workers in EPZ
factories or small unregistered workshops, and industrial out-
workers who work from their homes (also called homeworkers).
Other categories of informal employment that are common in
both developed and developing countries include casual workers
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in restaurants and hotels; sub-contracted janitors, security
guards and gardeners; and temporary office helpers or off-site
data processors.

Conditions of work and the level of earnings differ
markedly among those who scavenge on the streets for scrap
metal or 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. And, even among
home-based workers, there is a difference between those who
work on their own account and those who work on a piece-rate
basis for a contractor or a firm. In every country, the informal
economy is highly segmented by location of work, sector of the
economy and employment status and, in addition, by social
group and gender.

Despite its diversity, the informal economy can be usefully
categorised by employment status into two broad groups: (1)
the self-employed who work in small unregistered enterprises;
and (2) wage workers who work in insecure and unprotected
jobs (although, as we will discuss in Chapter 3, some informal
workers or producers – notably homeworkers – do not fit neatly
into one or other of these categories). Also, most of those who
work in the informal economy share one thing in common: the
lack of economic security and legal protection.

Discovery of the informal sector 

It was widely assumed during the 1950s and 1960s that, with
the right mix of economic policies and resources, poor trad-
itional 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.1 This perspective was reinforced by the
successful rebuilding of Europe and Japan after World War II
and the expansion of mass production in Europe and North
America. By the early 1970s, however, the optimism about the
prospects for economic growth in developing countries began
to give way to concerns about persistent widespread unem-
ployment. Reflecting this concern, the ILO mounted a series of
large, multi-disciplinary ‘employment missions’ to various
developing countries. The first of these was to Kenya in 1972. 
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The Kenya employment mission, through its fieldwork and
in its official report, recognised that the traditional sector had
not just persisted but had expanded to include profitable and
efficient enterprises as well as marginal activities (ILO, 1972).
To highlight this fact, the mission chose to use the term ‘infor-
mal sector’ rather than ‘traditional sector’ for the range of
small-scale and unregistered economic activities. This term
had been coined the previous year by a British economist,
Keith Hart, in his 1971 study of economic activities in urban
Ghana (Hart, 1973).

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 the informal sector was marginal or peripheral and
not linked to the formal sector or to modern capitalist devel-
opment. Some of them continued to believe that the informal
sector in Ghana, Kenya 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 dif-
ferent pattern in developing countries – including the expan-
sion of informal economic activities – from the way in which
it had in developed countries.

Over the years, these debates crystallised into three dominant
schools of thought regarding what gives rise to the informal
sector, its defining characteristics and its links to the formal
sector or the formal regulatory environment: the dualist, struc-
turalist and legalist schools of thought (see Box 4). While the
dualist school is now considered rather outdated, both the
structuralist and legalist perspectives are still evoked to explain
different components of the informal economy. In particular,
the legalist perspective is used to explain the behaviour of the
entrepreneurial class among the informal workforce who seek
to avoid the costs associated with formalising their enterprises;
and the structuralist perspective is used to explain the sub-
ordinate relationship of sub-contracted firms and workers to
the lead firms who sub-contract work to them. 
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Box 4 Three Dominant Schools of Thought on the
Informal Sector

The dualist school, popularised by the ILO in the 1970s,
subscribes to the notion that the informal sector is
comprised of marginal activities – distinct from and not
related to the formal sector – that provide income for the
poor and a safety net in times of crisis (Hart, 1973; ILO,
1972; Sethuraman, 1976; Tokman, 1978). According to this
school, the persistence of informal activities is due largely
to the fact that not enough modern job opportunities have
been created to absorb surplus labour, due to a slow rate
of economic growth and/or to a faster rate of population
growth. 

The structuralist school, popularised by Caroline Moser
and Alexandro Portes (among others) in the late 1970s
and 1980s, subscribes to the notion that the informal
sector should be seen as subordinated economic units
(micro firms) and workers that serve to reduce input and
labour costs and, thereby, increase the competitiveness of
large capitalist firms. In the structuralist model, in marked
contrast to the dualist model, different modes and forms
of production are seen not only to co-exist but also to be
inextricably connected and interdependent (Moser, 1978;
Castells and Portes, 1989). According to this school, the
nature of capitalist development (rather than a lack of
growth) accounts for the persistence and growth of
informal production relationships. 

The legalist school, popularised by Hernando de Soto in
the 1980s and 1990s, subscribes to the notion that the
informal sector is comprised of ‘plucky’ micro-entrepreneurs
who choose to operate informally in order to avoid the
costs, time and effort of formal registration (de Soto,
1989). According to de Soto et al, micro-entrepreneurs will
continue to produce informally so long as government
procedures are cumbersome and costly. In this view,
unreasonable government rules and regulations are 
stifling private enterprise. 
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During the 1980s, the focus of the informal sector debate
expanded to include changes that were occurring in advanced
capitalist economies. In both North America and Europe,
production was increasingly being reorganised into small-scale,
decentralised and more flexible economic units. Mass produc-
tion was giving way to ‘flexible specialisation’ or, in some con-
texts, reverting to sweatshop production (Piore and Sabel,
1984). These new patterns of capitalist development were (and
are still) associated with the informalisation of employment
relations – standard jobs being turned into non-standard2 or
atypical jobs with hourly wages but few benefits, or into piece-
rate jobs with no benefits – and with the sub-contracting of the
production of goods and services to small-scale informal units
and industrial outworkers/homeworkers. In the process, the
informal economy becomes a permanent, albeit subordinate
and dependent, feature of capitalist development (Portes et al,
1989).

Meanwhile, in the 1980s, the economic crisis in Latin
America served to highlight another feature of the informal
sector: that employment in the informal sector tends to grow
during periods of economic crisis (Tokman, 1992). In the Asian
economic crisis a decade or more later, millions of people who
lost formal jobs in the former East Asian Tiger countries tried
to find jobs or create work in the informal economy (Lee,
1998). Meanwhile, structural adjustment in Africa and econ-
omic transition in the former Soviet Union and in Central and
Eastern Europe were also associated with an expansion of
employment in the informal economy. Informal employment
tends to expand during periods of economic adjustment or
transition because:

• when private firms or public enterprises are downsized or
closed, retrenched workers who do not find alternative
formal jobs have to turn to the informal economy for work
because they cannot afford to be unemployed; and

• in response to inflation or cutbacks in public services,
households often need to supplement formal sector incomes
with informal earnings.

During the 1990s, globalisation of the economy contributed to
the informalisation of the workforce in many industries and

Whereas
globalisation

generates new
jobs and new

markets, available
evidence suggests

that not all the
jobs are ‘good’
jobs and that 

the most
disadvantaged
producers have

not been able to
seize new market

opportunities.
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countries (Standing, 1999). Whereas globalisation generates
new jobs and new markets, available evidence suggests that
not all the jobs are ‘good’ jobs and that the most disadvantaged
producers have not been able to seize new market opportuni-
ties (see Chapter 3). This is because global competition tends
to erode employment relations by encouraging formal firms to
hire workers at low wages with few benefits or to sub-contract
(or out-source) the production of goods and services (Rodrik,
1997). Global integration also reduces the competitiveness of
many informal firms or self-employed producers vis-à-vis
imported goods (in domestic markets) and vis-à-vis larger,
more formal firms (in export markets).

Current thinking regarding the informal economy, as sum-
marised below, suggests the need for an integrated approach
that looks at which elements of the dualist, legalist and struc-
turalist schools of thought are most appropriate to which seg-
ments and contexts of informal employment. Clearly, some poor
households and individuals engage in survival activities that
have – or seem to have – very few links to the formal economy
and the formal regulatory environment (dualist school); some
micro-entrepreneurs choose to avoid taxes and regulations
(legalist school); while other units and workers are sub-
ordinated to larger firms (structuralist school). 

Rethinking the informal economy 

Although interest in the informal sector has waxed and waned
since its ‘discovery’ in 1972, it has continued to prove useful as
a concept to many policy-makers, activists and researchers
concerned with labour issues. This is because the reality it
seeks to capture – the large share of the global workforce that
remains outside the world of full-time, stable and protected
employment – is so significant. At present, there is renewed
interest in the informal sector worldwide. This re-convergence
of interest stems from the fact that the informal economy has
not only grown worldwide but also emerged in new guises and
unexpected places. For this reason, the renewed interest has
been accompanied by significant rethinking of the concept.
Some key differences between earlier and current thinking on
the informal economy are presented in Table 1. 

Although interest
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its ‘discovery’ in
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Table 1: Old and New Views of the Informal Economy

The Old View The New View 

The informal sector is the traditional economy The informal economy is ‘here to stay’ and 
that will wither away and die with modern,  expanding with modern, industrial growth.
industrial growth.

It is only marginally productive. It is a major provider of employment, goods and 
services for lower-income groups. 
It contributes a significant share of GDP. 

It exists separately from the formal economy. It is linked to the formal economy – it produces 
for, trades with, distributes for and provides 
services to the formal economy. 

It represents a reserve pool of surplus labour. Much of the recent rise in informal employment 
is due to the decline in formal employment or 
to the informalisation of previously formal 
employment relationships. 

It is comprised mostly of street traders and very It is made up of a wide range of informal
small-scale producers. occupations – both ‘resilient old forms’ such as 

casual day labour in construction and agriculture 
as well as ‘emerging new ones’ such as temporary 
and part-time jobs plus homework for high tech 
industries.

Most of those in the sector are entrepreneurs who It is made up of non-standard wage workers 
run illegal and unregistered enterprises in order to as well as entrepreneurs and self-employed 
avoid regulation and taxation. persons producing legal goods and services, 

albeit through irregular or unregulated means. 
Most entrepreneurs and the self-employed are 
amenable to, and would welcome, efforts to 
reduce barriers to registration and related 
transaction costs and to increase benefits from 
regulation; and most non-standard wage workers 
would welcome more stable jobs and workers’ 
rights. 

Work in the informal economy is comprised mostly Informal enterprises include not only survival 
of survival activities and thus is not a subject for activities but also stable enterprises and dynamic 
economic policy. growing businesses, and informal employment 

includes not only self-employment but also wage 
employment. All forms of informal employment 
are affected by most (if not all) economic policies.
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New term and expanded definition 
In recent years, a group of informed activists and researchers,
including members of the Women in Informal Employment:
Globalizing and Organizing (WIEGO) network,3 have worked
with the ILO to broaden the concept and definition of the
‘informal sector’ to incorporate certain types of informal
employment that were not included in the earlier concept and
definition (including the official international statistical defini-
tion). They want the whole of informality included, as it is
manifested in industrialised, transition and developing econ-
omies and the real world dynamics in labour markets today,
particularly the employment arrangements of the working
poor. These observers want to extend the focus from enterprises
that are not legally regulated to employment relationships that
are not legally regulated or protected. In brief, their new defini-
tion of the ‘informal economy’ focuses on the nature of
employment in addition to the characteristics of enterprises.

Under this new definition, the informal economy is seen as
comprised of all forms of ‘informal employment’ – that is,
employment without formal contracts (i.e. covered by labour

Vegetable vendor, Fiji
Islands
FOOD AND AGRICULTURE
ORGANIZATION/P. BEHLEN-DEXTER
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legislation), worker benefits or social protection – both inside
and outside informal enterprises, including: 

• Self-employment in informal enterprises: workers in small
unregistered or unincorporated enterprises, including: 
– employers;
– own account operators;
– unpaid family workers.

• Wage employment in informal jobs: workers without formal
contracts, worker benefits or social protection for formal or
informal firms, for households or with no fixed employer,
including:
– employees of informal enterprises;
– other informal wage workers such as casual or day labourers,

domestic workers, unregistered or undeclared workers and
temporary or part-time workers;4

– industrial outworkers (also called homeworkers).

Key features of the informal economy 
What follows is a discussion of key features of the informal
economy broadly defined: (a) its significance and permanence;
(b) the continuum of employment relations within it; and (c)
its segmented structure. The discussion ends on the issue of its
legality or illegality as there is a widespread misconception that
the informal economy is somehow illegal or is the equivalent
of the underground, or even criminal, economy.

(a) Significance and permanence: The recent re-convergence
of interest in the informal economy stems from the recognition
that the informal economy is growing and is not a short-term
but a permanent phenomenon. Also, it is not just a traditional
or residual phenomenon but a feature of modern capitalist
development, associated with both growth and global integra-
tion. For this reason, the informal economy needs to be seen
not as a marginal or peripheral sector but as a basic component
– the base, if you will – of the total economy.

(b) Continuum of economic relations: Earlier, observers who
subscribed to the dualist theory considered the informal and
formal sectors to be two distinct economic sectors without
direct links to one another The reality is, as always, far more
complex. To begin with, production, distribution and employ-
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ment relations tend to fall at some point on a continuum
between pure ‘formal’ relations (i.e. regulated and protected)
at one pole and pure ‘informal’ relations (i.e. unregulated and
unprotected) at the other, with many categories in between.
Depending on their circumstances, workers and units are known
to move with varying ease and speed along the continuum
and/or to operate simultaneously at different points on the
continuum. Consider, for example, the self-employed garment
maker who has to supplement what she makes on her own by
stitching clothes under a sub-contract, or shift to working on a
sub-contract for a garment firm or trader when her customers
decide they prefer to buy ready-made garments rather than tailor-
made ones. Or the public sector employee who has an informal
job on the side.

Moreover, the formal and the informal ends of the econ-
omic continuum are often dynamically linked. For instance,
many informal enterprises have production or distribution
relations with formal enterprises, supplying inputs, finished
goods or services either through direct transactions or sub-con-
tracting arrangements. Also, many formal enterprises hire
wage workers under informal employment relations. For exam-
ple, many part-time workers, temporary workers and home-
workers work for formal enterprises through contracting or
sub-contracting arrangements.

(c) Segmentation: The informal economy consists of a wide
range of informal enterprises and informal jobs. Yet there are
meaningful ways to classify it. Figure 1 provides a graphic
depiction of the universe of informal employment that also
shows: (i) on the left, how the earlier definition of the ‘infor-
mal sector’ is a component part of the recently-expanded defi-
nition of the ‘informal economy’; and (ii) on the right, the two
broad components of the informal economy – self-employment
and wage employment – and the various sub-components of
each. Throughout the Handbook, we make the case that this
segmented structure of the informal economy and the charac-
teristics of work associated with it are key determinants of the
poverty and gender outcomes of economic processes.
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Legality or semi-legality
Previously, there was a widespread assumption that the infor-
mal sector was comprised of unregistered and unregulated
enterprises whose owner operators chose to avoid registration
and, thereby, taxation. While it is important to understand
informal employment in relation to the legal framework in any
given country, this if far from being the whole story.

• There is a distinction between illegal processes or arrange-
ments and illegal goods and services. While production or
employment arrangements in the informal economy are
often semi-legal or illegal, most informal workers and enter-
prises produce and/or distribute legal goods and services.
Admittedly, one part of the informal economy – the crimi-
nal economy – not only operates illegally but also deals in
illegal goods and services. But it is only a small part of a
larger whole that is, for the most part, not illegal or criminal.

• Many owner operators of informal enterprises operate semi-
legally or illegally because the regulatory environment is
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too punitive, too cumbersome or simply non-existent. Also,
many activities in the informal economy do not generate
enough output, employment or income to fall into existing
tax brackets. 

• Most owner operators would be willing to pay the costs of
registration and pay taxes if they were to receive the incen-
tives and benefits of formality (enjoyed by registered busi-
nesses).

• It is very important to note that, in the case of informal
wage work, it is not the workers but their employers,
whether in formal or informal firms, who are avoiding reg-
istration and taxation.

Most fundamentally, operating outside the statutory legal
framework is seen to have more costs than benefits for most
informal workers. Most self-employed and wage workers in the
informal sector are deprived of secure work, workers’ benefits,
social protection and representation or voice. The self-employed
have to take care of themselves and their enterprises as well as
their employees (if they hire others) or unpaid contributing
family members (if they run a family business). Moreover, they
often face competitive disadvantage vis-à-vis larger formal
firms in capital and product markets. Informal wage workers
also have to take care of themselves as they receive few (if any)
employer-sponsored benefits. In addition, both groups receive
little (if any) legal protection through their work or from their
governments. As a result of these and other factors, a higher
percentage of people working in the informal economy, com-
pared to those working in the formal economy, are poor.

Women and Men in the Informal Economy 

Compiling statistics on the size, composition and contribution
of the informal economy is hampered by the lack of sufficient
data. While many countries have by now undertaken a survey
on employment in the informal sector, very few countries under-
take these on a regular basis. Furthermore, only two or three
countries have collected the data that provide for measures of
informal employment outside informal enterprises.5 In addition,
the available data are not comprehensive. Many countries
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exclude agriculture from their measurement of the informal
sector, and some measure only the urban informal sector.
There are also a number of problems that limit the inter-
national comparability of data. However, in the absence of
reliable data collected directly, various indirect methods to
estimate the size and composition of the informal economy can
be used. What follows is a summary of main findings from the
most recent and most comprehensive set of estimates of the
informal economy, including its gender dimensions, using
indirect methods where necessary.6

Developing countries 

Size of the informal economy 
Informal employment comprises one half to three quarters of
non-agricultural employment in developing countries: specifi-
cally, 48 per cent in North Africa; 51 per cent in Latin
America; 65 per cent in Asia; and 72 per cent in sub-Saharan
Africa. If South Africa is excluded, the share of informal
employment in non-agricultural employment rises to 78 per
cent in sub-Saharan Africa; and if comparable data were avail-
able for other countries in South Asia in addition to India, the
regional average for Asia would likely be much higher.

Some countries include informal employment in agriculture
in their estimates. This significantly increases the proportion
of informal employment: from 83 per cent of non-agricultural
employment to 93 per cent of total employment in India; from
55 to 62 per cent in Mexico; and from 28 to 34 per cent in
South Africa.

Informal employment is generally a larger source of employ-
ment 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 work-
ers in the developing world are in informal employment (out-
side agriculture). In sub-Saharan Africa, 84 per cent of women
non-agricultural workers are informally employed compared to
63 per cent of men; and in Latin America the figures are 58 per
cent of women in comparison to 48 per cent of men. In Asia,
the proportion is 65 per cent for both women and men.
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Composition of the informal economy 
As noted earlier, in the discussion of its segmented structure,
informal employment is comprised of both self-employment in
informal enterprises (i.e. small and/or unregistered) and wage
employment in informal jobs (i.e. without secure contracts,
worker benefits or social protection). In all developing regions,
self-employment comprises a greater share of informal employ-
ment (outside of agriculture) than wage employment: specifi-
cally, self-employment represents 70 per cent of informal employ-
ment in sub-Saharan Africa, 62 per cent in North Africa, 60
per cent in Latin America and 59 per cent in Asia. If South
Africa is excluded, since black-owned businesses were prohib-
ited during the apartheid era and have only recently begun to
be recognised and reported, the share of self-employment in
informal employment increases to 81 per cent in sub-Saharan
Africa.

Informal wage employment is also significant in the devel-
oping world, comprising 30 to 40 per cent of informal employ-
ment (outside of agriculture). Informal wage employment is
comprised of employees of informal enterprises as well as
various types of informal wage workers who work for formal
enterprises, households or no fixed employer (see definition
above).

In most countries for which data are available, women in
informal employment are more likely to be in self-employment
than in wage employment (see Table 2). In North Africa, Asia,
three of the five sub-Saharan African countries and half of the
Latin America countries, more women in informal employ-
ment (outside agriculture) are in self-employment than in
wage employment. By contrast, informal wage employment is
more important for women in Kenya, South Africa and 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 more likely
to be informal wage workers than men.

In all developing
regions, self-
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Developed countries 

In developed countries, the terms ‘informal sector’ and ‘in-
formal economy’ are not used in the collection and classifica-
tion of labour statistics. The most common term is ‘non-
standard work’, which refers to all work that is not regular,
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Table 2: Wage and Self-employment in Non-agricultural Informal Employment, by
Sex (1994/2000) 

Country/Region Self-employment as a Wage Employment as a 
Percentage of Non-agricultural Percentage of Non-agricultural 

Informal Employment Informal Employment

Total Women Men Total Women Men 

North Africa 62 72 60 38 28 40 
Algeria 67 81 64 33 19 36 
Egypt 50 67 47 50 33 53 
Morocco 81 89 78 19 11 22 
Tunisia 52 51 52 48 49 48 

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 
Dominican Republic 74 63 80 26 37 20 
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 
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 
Syria 65 57 67 35 43 33 
Thailand 66 68 64 34 32 36 

Source: ILO (2002b) based on data prepared by Jacques Charmes from official national statistics



stable and protected. In the late 1990s, three categories of non-
standard or atypical work – self-employment, part-time work
and temporary work – comprised 30 per cent of overall
employment in 15 European countries and 25 per cent of total
employment in the United States. Although not all self-
employed, part-time workers and temporary workers are in-
formally employed, the majority receive few (if any) employ-
ment-based benefits or protection. In the United States, for
instance, less than 20 per cent of regular part-time workers
have employer-sponsored health insurance or pensions.

Self-employment comprised 12 per cent of total non-
agricultural employment in developed countries. Part-time
work represented about 14 per cent of total employment for
the Organisation for Economic Co-operation and Develop-
ment (OECD) countries as a whole and more than 20 per cent
of total employment in eight of these countries. In the coun-
tries of the European Union (EU), temporary work comprised
11 per cent of total employment. 

Although women’s labour force participation rates are
lower than men’s, women comprise a significant share of non-
standard employment. Women represented 60 per cent or
more of part-time workers in all OECD countries reporting
data. Their share of part-time work for specific countries was 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.
In many countries of the EU the majority of workers in tem-
porary employment are women. In nine of the (then) 15 EU
countries, women accounted for about half or more of tempo-
rary employment. And in OECD countries, women comprised
one-third of self-employed workers in 1997 and this share of
women appears to be growing.

The Links between Informal Employment, Poverty
and Gender 

As the Director General of the ILO, Juan Somavia, stated in
his 2003 report to the International Labour Conference: “We
know only too well that it is precisely the world of work that
holds the key for solid, progressive and long-lasting eradication
of poverty. It is though work that people can expand their
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choices to a better quality of life. It is through work that wealth
is created, distributed and accumulated. It is through work that
people find a dignified way out of poverty. … Poverty elimina-
tion is impossible unless the economy generates opportunities
for investment, entrepreneurship, job creation and sustainable
livelihoods” (ILO, 2003: 3 and 7).

Since a growing majority of the global workforce is engaged
in informal employment, the informal economy will need to be
a focus of efforts to alleviate poverty. To illustrate this point, a
recent report by the Special Group on Targeting Ten Million
Employment Opportunities per year over the Tenth Plan
period in India emphasised the policy relevance of the infor-
mal economy in that country. The task force concluded that it
is necessary to target the informal economy – what India calls
the unorganised sector – in order to generate new jobs and to
improve the vast majority of existing jobs (Government of
India, 2001 as cited in Sastry, 2004). Essential to such planning
is understanding the relationship between informal employ-
ment, poverty and gender.

Similarly, the Task Force on Gender Equality of the UN
Millennium Project has given strategic priority to low-income
women and efforts to make them economically more secure.
Reflecting this priority, the Task Force has highlighted the
need for improved data on informal employment and the gen-
der wage gap as indicators for planning and programming in
pursuit of the Millennium Development Goals (Millennium
Project Task Force on Education and Gender Equality, 2004).7

Some of the key assumptions regarding the linkages
between informality, gender and poverty may be summarised as
follows:

• The poor are more likely to work in the informal than in
the formal economy.

• More poor women than non-poor women work in the infor-
mal economy.

• Average earnings are lower in the informal than in the
formal economy.

• Workers in the informal economy are more likely than
workers in the formal economy to earn less than the mini-
mum wage.

“Poverty
elimination is

impossible unless
the economy

generates
opportunities for

investment,
entrepreneurship,
job creation and

sustainable
livelihoods”

– Juan Somavia
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• There is a gender gap in wages/earnings in the informal
economy with women earning less on average than men.

Unfortunately, data are not readily available to test these
assumptions. A major problem is that the assumptions involve
different types of data that in turn use different units of analy-
sis. Specifically, labour force data are collected at the individual
level while standard poverty measures are based on income and
expenditure data for households. There are technical – though
not insurmountable – problems in linking these two types of
data. In addition, detailed data is required on informal employ-
ment. While increasing numbers of countries are collecting
such data, this topic is not yet a well-established part of national
programmes of data collection and tabulation. Official data
from national surveys do not permit extensive comparisons of
the labour force in terms of formal and informal employment,
the status in employment of women and men workers in these
categories or their wages or poverty status.

Only limited official data are thus now available on the
linkages between working in the informal economy, being a
man or woman and being poor. These will be reviewed along
with findings from more qualitative research to lay out the
complex issues that are involved. In addition, surprisingly few
studies have investigated the questions about these linkages
that are raised by the key assumptions noted above. For exam-
ple, are those who work in the informal economy poorer than
those who work in the formal economy? And are female infor-
mal workers poorer than male informal workers? Two of the
studies reviewed here investigate such questions at the level of
the household in terms of standard expenditure-based meas-
ures of poverty; the other studies looked either at wages and
earnings (as a reasonable proxy for the poverty level of indi-
viduals) or at the quality of work (using different measures).

Informal employment and household poverty 

Two recent labour force surveys – the 2002 Labour Force
Survey in South Africa and the 1999–2000 National Sample
Survey of India on employment and unemployment – provide
unique data that begin to answer questions regarding the rela-
tionship between informal employment and poverty. Both
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surveys collected household expenditure data as well as data on
employment, including informal employment; and both studies
tried to link these variables in a meaningful way by classifying
households by sources of income and by expenditure cate-
gories. They both found an overlap between depending on
informal employment and being poor at the household level
(NALEDI, 2003; Sastry 2004).8

The South Africa study looked at the relationship between
monthly household expenditure categories and the nature of
employment in households: that is, by presence in a household
of a person or persons in permanent employment, in informal
employment, in domestic work or unemployed (NALEDI,
2003). The higher the monthly expenditure category, the
higher the percentage of households with persons in perma-
nent employment. Moving down the expenditure categories,
the percentage of households with persons in informal employ-
ment (including domestic services) increases. Not surprisingly,
the lowest expenditure category had the highest percentage of
households with an unemployed person or persons (using an
expanded definition of unemployment). It should be noted
that, given the legacy of apartheid and current restructuring of
the agricultural and manufacturing sectors, unemployment
rates are very high in South Africa (ibid). 

The India study looked at the distribution of poor house-
holds across households classified by type of work within the
informal economy (Sastry, 2004). In marked contrast to South
Africa, unemployment in India is not high, and the vast major-
ity of workers – 92 per cent – are in informal employment
(using the expanded definition of informal employment).
India has a more limited old-age pension and child support sys-
tem than South Africa, so that the poor cannot afford not to
work and have to pursue whatever economic opportunities
they can to sustain themselves and their families. Households
in which wage employment in informal enterprises is the main
source of income are the least likely to be poor, while house-
holds that depend on casual labour as their primary source of
income are the most likely to be poor.

Another study in India, also using data from the National
Sample Survey (from two earlier surveys, in 1987/88 and
1993/94), found a similar relationship between poverty and
the nature of employment – although this analysis did not dis-
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tinguish between formal and informal employment. Dubey et
al (2001) analysed the probability of urban households being
poor according to their main source of income – classified as
regular salary, self-employment and casual wage labour – and
by the size of the city or town in which they were located.
Their analysis shows that, for cities or towns of all sizes and
both points in time, households with regular salaried employ-
ees have the lowest probability of being poor, while those that
depend on casual day labour have the highest probability (with
households that depend on self-employment falling roughly
half-way in between).9 All employment groups fared better in
larger cities. And, between the two rounds of the survey, the
probability of being poor declined for all groups.

Earnings in the informal economy 

Additional insight on the links between informal employment
and poverty can be seen by considering the wages or earnings
of different categories of informal workers and by seeing how
they compare to those in formal employment. 

Earnings in formal and informal employment 
A first comparison is the contrast between average wages or
earnings in formal and informal employment, taken as a whole.
An important source of data on these relationships are from a
current set of comparative workforce development studies in
five countries – Egypt, El Salvador, India, Russia and South
Africa.10 These studies were designed to look at workforce
development needs in these countries. Following a common
framework of questions, they all studied the links between
macroeconomic processes and labour force development
(though they varied in the measures used). Most importantly,
for our purposes here, they also disaggregated the labour force
by formal and informal employment, men and women. The
three studies that were able to compare earnings data confirm
that, on average, wages or earnings are higher in formal than
in informal employment. The results are summarised below:

• Egypt: Average real wages of the formal and informal work-
force, both sexes, were measured at two points in time
(1988 and 1998). The results suggest a large gap between
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formal and informal real wages in both years and for both
sexes, but a narrowing of the gap by the second point of
time as formal real wages declined more rapidly than in-
formal real wages. However, between the two points in
time, female informal wages declined faster than female for-
mal wages (El Mahdi and Amer, 2004).

• El Salvador: Earnings from formal employment in relation
to the minimum wage were compared to those for informal
employment for 2002. A relatively small share (14%) of the
formal workforce earns below the minimum wage. Within the
informal workforce, a higher share of rural workers (77%)
than urban workers (49%) earn below the minimum wage
(Lara, 2004). It should be noted that the minimum wage is
set at a level that would not cover the cost of ‘basic goods’.

• South Africa: The income of formal and informal sector
workers for 2001 was compared. While the majority of
formal workers earn above R1,000 per month, the majority
of informal workers earn less than R1,000. The estimated
minimum level of income needed for a family of five is set
at R1,777 per month (NALEDI, 2003).

Similarly, a 1994 UNICEF survey in Haiti found that, outside
of the capital city Port-au-Prince, a higher percentage of those
who worked in the informal sector (79%) compared to those
who worked in the formal sector (64%) were concentrated in
the lowest third of income distribution (UNICEF, 1994).

Comparative earnings in the informal sector 
A second comparison is the difference in average wages or earn-
ings within the informal economy. As noted earlier, the informal
economy is diverse and segmented. The different segments are
associated with different earning potentials that would be con-
cealed by the average for the informal economy as a whole. For
example, a study of employment in the informal sector (small
unregistered enterprises) in Tunisia found that the employers
who hire others – the micro-entrepreneurs – are not poor.
Indeed, the average income of micro-entrepreneurs was found
to be four times as high as the legal minimum salary and 2.2
times the average salary in the formal sector (Table 3 below).

Although micro-entrepreneurs may have relatively high
earnings in Tunisia – and elsewhere – most workers in informal
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employment do not fare so well. For example, the micro-
entrepreneurs in Tunisia pay their employees on average
roughly the legal minimum wage of 200 dinars per month. The
Tunisian study also included information on earnings in jobs
outside informal enterprises – notably for homeworkers.
Homeworkers, who are paid by the piece, earn an average of 60
dinars per month, which is only 30 per cent of the minimum
wage (Charmes and Lakehal, 2003). 

More broadly, data from 14 countries compiled by Jacques
Charmes show the disparities in earnings within informal
employment. Table 3 compares data on the average monthly
income of micro-entrepreneurs and the average monthly wage
of employees of micro-enterprises, both expressed as multiples
of the legal minimum wage level in those countries. In some
cases, noted in brackets, Charmes compared average monthly
income to average salaries in the formal economy. In every
case, except Kenya, the average monthly income of micro-
entrepreneurs is higher than the average monthly wages of the
employees of micro-enterprises. Generally, the wages of
employees tend to hover around the minimum wage – which
in itself may be less than the minimum needed for survival.

Comparing the earnings of micro-entrepreneurs and own
account operators 
Another important comparison is between the average earn-
ings of micro-entrepreneurs and of own account operators.
Two countries in Table 3, Columbia and India, clearly distin-
guish between employers and own account operators. The low-
est multiple of average monthly income to legal minimum
wage (1.34) was for own account operators in India. In marked
contrast, the average monthly income of employers in India
was 5.4 times the legal minimum wage. A similar contrast can
be seen in urban Columbia, where employers earn 4.2 times
the legal minimum wage and own account operators earn only
1.6 times. In fact, in urban Columbia the employees of micro-
enterprises earn nearly as much as own account operators: 1.5
times the legal minimum wage. In sum, in both Colombia and
India, employers earn higher monthly average income than
own account operators; and own account operators have only
slightly higher average earnings than employees of informal
enterprises.
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Table 3: Average Monthly Income of and Wages Paid
by Micro-entrepreneurs (as multiples of legal minimum
wage)

Region/Country Year Income Wages Paida

Multiples of Multiples of 
Legal Legal 

Minimum Minimum
Wage Salary

North Africa 
Morocco 1997 1.7 1.0 
Tunisia 1997 4.0 (2.2) 1.1 

Sub-Saharan Africa
Benin 1992 3.0 1.7 
Street vendors 1.7 
Burkina Faso 1988 3.3 1.1 
Chad 1995–96 1.6 0.6 
Ethiopia (urban) 1996 
Gabon 1985 1.6 0.8 
Kenya 1999 2.6 2.7 
Mali 1996 5.8 0.9 
Niger 1995 1.5 

Latin America 
Brazil (urban) 1997 (0.9)b (0.4) 

(1.7)c

Colombia (urban) 1996 1.6d 1.5 
4.2e

Mexico (urban) 1998 1.7 

Asia 
India 1999–2000 1.34d 0.9 

5.4e 1.1
1.8f 1.1 

Indonesia 1998 3.0g

Source: Prepared by Jacques Charmes, based on official national sources
Notes: Figures in brackets are multiples of average salary in the formal sector.
aapprentices and family workers excluded
bmain activity
cmain and secondary activities
down-account operators
eemployers of micro-enterprises (less than ten workers)
fown account and employers combined
gmultiple of the average wage of production workers under supervisory level
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Poor women and the informal economy 

The inter-relationships of informal employment, poverty and
gender are very complex and not well understood. This is
perhaps not surprising as there is only limited understanding of
the links between poverty and gender. It is often assumed that
women make up the overwhelming majority of poor people in
the world – and figures are frequently cited on the proportion
of the world’s poor who are women. However, such figures are
not based on solid evidence. Analysis using survey data has not
confirmed a large magnitude of difference in poverty between
women and men. Moreover, research shows variation from
country to country. For example, a comprehensive review of
survey data for 14 developing countries undertaken by the
International Food Policy Research Institute (IFPRI) found
that, in general, there are more women than men in poor
households and that, in many of the countries studied, female-
headed households were poorer than male-headed households
(United Nations, 1995:129). However, in a number of the
countries, there was no clear pattern of greater poverty among
women or female-headed households (ibid). Additional ana-
lysis by IFPRI of a subset of these countries also found ‘weak’
evidence that women as well as households headed by women
are over-represented among the poor (Quisumbing et al,
2001). The 1999–2000 National Sample Survey data for India
suggests that not all female-headed households suffer greater
poverty than male-headed households (Sastry, 2004). Finally, a
review of World Bank Poverty Assessments also found that
female-headed households are worse off than male-headed
households in some countries though not all (Lampietti and
Stalker, 2000). 

While quantitative evidence does not point to large differ-
entials in poverty levels between women and men and women-
and men-headed households, it does show that substantial
numbers of women live in poverty and that differences in
poverty levels between women and men vary across countries.
These findings justify looking beyond the relative poverty levels
of women and men to focus on how gender norms influence
the economic and social processes leading to poverty and the
escape routes out of it. This Handbook seeks to highlight the
intersection of informal employment and gender as a key path-

While
quantitative
evidence does 
not point to large
differentials in
poverty levels
between women
and men and
women- and
men-headed
households, it
does show that
substantial
numbers of
women live in
poverty and that
differences in
poverty levels
between women
and men vary
across countries.
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way between macroeconomic trends or policies and poverty
outcomes.

To that end, we have gathered as much data as is readily
available on the links between informal employment, poverty
and gender. Our basic starting proposition is that most women
in poor households seek remunerative work. In developing
countries that have no social protection or unemployment
insurance, poor women have little choice in this regard.
However, it is difficult to test this proposition. Data on econ-
omic activity that distinguish participation among poor and
non-poor women are generally not available. Further, in spite
of improvements in measurement, many countries still do not
fully enumerate women’s economic activity, particularly those
in the informal economy. The effect is an underestimation of
the economic activity of poor women (United Nations,
1991:85).

Data on the differential labour participation of poor and
non-poor women have been compiled for a small number of
countries using World Bank poverty assessment reports
(Lampietti and Stalker, 2000). However, the results are not
consistent. Data for several of the countries show that poor
women are more likely to be employed than non-poor women.
Yet for other countries – notably six out of nine countries in
Latin America – poor women have lower labour force partici-
pation rates than non-poor women. 

In a study of Peru, more poor women than non-poor women
participate in the labour force, except in the 25–44 age group
for which economic activity rates are slightly lower for poor
women (Bravo, 2003). Further, women’s income is a major
component of income in poor households in Peru, so much so
that if women did not contribute to household income, in
1999 an additional 17 per cent of all households would be
below the poverty line and an additional 14 per cent of all
households would be below the extreme poverty line (ibid).

The related proposition is that most working poor men and
(more so) women are in the informal economy. While we do
not have data to prove this proposition, we do know that the
majority of all economically active women in most developing
countries work in the informal economy. And we can safely
assume that an even higher percentage of economically-active
poor women are in the informal economy.
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What are the other links between working in the informal
economy, being a woman and being poor? To help answer this
question, and to guide future research and policy analysis on
these issues, we propose the following framework as a key tool
for assessing the links between informal employment, poverty
and gender.

Gender Segmentation of the Informal Economy11

The framework 

Earlier in this chapter, we presented a figure that depicts the
various segments of the informal economy, categorised by
employment status. At the top of the figure is the most visible
or best known segment – employers/micro-entrepreneurs; at
the base is the least visible and least understood segment –
homeworkers (see Figure 1). From available field studies and
official data, two stylised global facts emerge about the seg-
mented informal economy. The first is that, around the world,
men tend to be over-represented in the top segment and
women tend to be over-represented in the bottom segment.
While the shares of men and women in the intermediate seg-
ments tend to vary across sectors and countries, women tend to
be over-represented as unpaid family workers. 

The second global fact is that, around the world, there are
significant gaps in wages or earnings within the informal econ-
omy: on average, employers have the highest earnings; home-
workers have the lowest; and own account workers and wage
workers earn somewhere in between, depending on the econ-
omic sector and country. The net result is a significant gender
gap in earnings within the informal economy, with women
earning less on average than men. 

These twin global facts are depicted graphically in Figure 2.
To the right, the figure depicts the gender segmentation of
employment: women are over-represented in the lowest
segment of the structure and under-represented in the top seg-
ment of the informal economy. To the left, the figure depicts
the average earnings associated with the different employment
status categories within the informal economy: average earn-
ings tend to decline as one moves down the figure.

Around the 
world, there are
significant gaps
in wages or
earnings within
the informal
economy: 
on average,
employers have
the highest
earnings;
homeworkers
have the lowest;
and own account
workers and
wage workers
earn somewhere
in between …. 
The net result 
is a significant
gender gap …
with women
earning less on
average than
men.
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An additional fact, not captured in Figure 2, is that there is
further segmentation of employment within these broad status
categories. Women tend to be employed in different types of
activities, associated with different levels of earning, than men
– with the result that they tend to earn less even within
specific segments of the informal economy. Some of this differ-
ence can be explained by the fact that men tend to have bet-
ter tools of the trade, operate from better work sites/spaces and
have greater access to productive assets and financial capital.
In addition, or as a result, men often produce or sell a higher
volume or a different range of goods and services. For instance,
among street vendors in some countries, men are more likely
to sell non-perishable goods while women are more likely to
sell perishable goods (such as fruits and vegetables). In addi-
tion, men are more likely to sell from push-carts or bicycles
while women are more likely to sell from baskets on their
heads or on the ground, or simply from a cloth spread on the
ground. This is also because men are more likely to be heads of
family businesses, while women are more likely to be unpaid
contributing family members. 

In the next section, we have compiled data from various
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studies to provide a glimpse into how gender segmentation of
the informal economy works. We acknowledge that the data are
limited, but we hope that they will illustrate how fruitful this
line of analysis can be and the need to do more such analyses.

Empirical findings
Gender segmentation of employment 
While it is now widely recognised that the formal economy is
segmented by gender, it is less widely recognised that this is
also the case with the informal economy. However, a number
of recent studies confirm the existence of gender segmentation
within the informal economy. For instance, a recent study in
Peru found that a far higher percentage of employed women
(36%) than men (12%) are unpaid family workers, while a far
lower percentage of women (14%) than men (35%) are wage
workers (Bravo, 2003). Similarly, data from the 1998–99
Ghana Living Standards Survey show that 23 per cent of
employed women are unpaid family workers in contrast to only
11 per cent of men. (Ghana Statistical Service, 2000).

Data for Tunisia in 1997 illustrate the gender segmentation
of that component of the broader informal economy comprised
of small, unregistered enterprises (Charmes and Lakehal,
2003). Many fewer women employed in the informal sector are
employers (14%) compared to men (24%) (Table 4). Most
women in the informal sector are employed in the lower strata
in Figure 2 as unpaid family workers or employees (55%) while
most men in the informal sector are in the upper strata as
employers and own account workers (60%). 

Table 4: Percentage Distribution of Informal Sector
Employment by Employment Status and Sex, Tunisia
1997

Women Men

Employers 14 24
Own account operators 27 36
Unpaid family workers 18 9
Employees 37 23
Other 4 8

Source: Prepared by Jacques Charmes from data of the National Statistical
Institute (Tunisia)
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Recent field research in Ahmedabad City, India, illustrates
both the gender segmentation of employment and the gender
gap in earnings within the informal economy, including the
fact that women often earn less than men even within specific
trades or employment statuses (Table 5). In an admittedly
small study sample, no women were salaried workers, employ-
ers who hire others or employees of micro-enterprises and no
men were industrial outworkers/homeworkers. Salaried work-
ers (all men) commanded the highest earnings followed by
some forms of male own account activities and male wage
employment in informal enterprises. Two categories of women
workers – homeworkers and inexperienced vegetable vendors
– earned the least. Among street vendors, no women sold perish-
able goods that are associated with higher earnings and women

Vegetable vendor, India
MARTHA CHEN
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vegetable vendors earned less on average than male vegetable
vendors. And, among garment makers, no women ran small
tailoring shops, which are associated with higher average earn-
ings than home-based garment making.

Gender gap in earnings 
Available evidence confirms that there are pervasive gender
gaps in earnings/wages within the informal economy. One
study of the urban informal economy in five countries in
Central America found that “(o)ne of the strongest patterns in
each of the data sets is a much larger difference between male
and female earnings in the informal sector than in the formal
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Table 5: Daily Net Earnings from Common Informal Occupations, Ahmedabad
City, India, 2000 (in Indian rupees)a

Occupation Male Female

Industrial outwork/
homework
Bidi rolling — 25–35 

Own account vending
Soap, garlic and onion vendors 40–85
Vegetable and fruit vendors 80–100 25–30 (inexperienced)

60–100 (experienced)
Incense sticks, bag and sandal vendors 100–165

Own account shopsb 150 — 

Own account tailoring 125–145 85

Own account embroidery 165 —

Own account tyre repair/sales 350 —

Wage work in micro-enterprises
Powerloom workshops 40–45 —
Embroidery workshops 65–85
Tailoring, metal value and screen 100–140
Printing workshops
Diamond polishing workshops 120–160

Salaried Work for Formal Firms 125–210 —

Source: Chen and Snodgrass, 2001
Notes: 
aThe average exchange rate in 2000 was US$1 = Rs. 45.1
bOften small shops are run as family businesses, with the wife and/or children helping the household head run
the shop. In some rare cases, the wife or a widow runs the shop with the help of her husband and/or son



sector” (Funkhouser, 1996: 1744). In Peru, within the urban
informal economy, women earn 87 per cent of what men earn
among employees of informal enterprises, 65 per cent among
employers and 56 per cent among own account workers
(Bravo, 2003). A 1994 UNICEF study in Haiti also found a
gender gap in earnings among those who worked in the infor-
mal sector, with 87 per cent of women but only 69 per cent of
men clustered in the lowest third of the income distribution
(UNICEF, 1994). 

In Egypt, national labour force data for 1998 show that
female informal workers were consistently paid less than their
male counterparts across all education levels (El-Mahdi and
Amer, 2003). In South Africa, the 2000 Labour Force Survey
found that female informal workers were also consistently paid
less than their male counterparts, except in mining and in
domestic work where they were paid roughly the same. Among
informal workers, the lowest discrepancy between male and
female workers was among transport workers followed closely
by construction and manufacturing. But the average informal
wages for men and women within these sectors mask the fact
that in mining, the few women that are employed work
primarily as nurses and administrative workers (not labourers);
in transport, women are mainly in administration; and in con-
struction, very few women are employed (Debbie Budlender,
personal communication). This points to the need to look at
different employment statuses within economic sectors – to
look, that is, at segmentation in the informal economy (as
above).

Recent comparative surveys in Bangladesh and in Tanzania
provide some telling insights into the gender gaps in earn-
ings.12 In both countries, earnings are highest among employ-
ers, followed by own account workers and then wage workers,
who earn the least (Table 6). With one exception, women earn
less in each of these employment categories than men (the
exception is that female employers in Tanzania earn more than
male employers). The earning gap between women and men is
considerably less in Tanzania than in Bangladesh. In Bangla-
desh, men own account workers earn more than three times
the earnings of women own account workers, while male
employers earn about four times more than female ones.13

As a result of this large earning gap in Bangladesh, a far
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higher proportion (64%) of female own account workers than
male own account workers (4%) are concentrated in the low-
est income group (Dasgupta and Barbattini, 2003). This study
also found that men in Bangladesh were far more likely than
women to belong to the top income group – representing 93
per cent of this group. In Tanzania, where the gender gap is not
so stark, men represented a far lower majority (55%) of the top
income group.

Hidden Costs of Informal Employment 

The precarious nature of informal employment has significant
implications for hours worked and income earned and thus the
economic well-being of these workers. Workers in informal
employment tend to be underemployed, in that most of them
either work fewer hours than desired or than normal, or work
longer hours to attain a minimum wage. In addition, they face
seasonal fluctuations in work and often need to take on multi-
ple jobs.

Underemployment 

A recent study in El Salvador found that underemployment
characterised a large proportion of the labour force. By 2002
almost two in three workers involuntarily worked less than 40
hours per week, or worked more than 40 hours but earned less
than minimum wage. Of these 86 per cent worked overtime
(>40 hrs per week) but were paid below the minimum wage,
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Table 6: Monthly Mean Earnings by Employment Status in Bangladesh and
Tanzania, 2001 (in US$)a

Own Account Work Wage Workers Employer 

Women Men Total Women Men Total Women Men Total 

Bangladesh 18.81 61.35 49.56 61.69 71.44 69.65 27.29 114.84 98.70 
(Number) (355) (925) (1279) (211) (939) (1151) (292) (1294) (1586) 
Tanzania 30.59 41.11 35.68 78.60 91.70 86.73 129.37 112.98 119.10 
(Number) (1349) (1265) (2614) (196) (320) (516) (88) (148) (236) 

Source: Dasgupta and Barbattini, 2003 and additional calculations provided by authors
Note: aData based on a question on net earnings in the previous month 



and 14 per cent involuntarily worked undertime (<40 hrs per
week) (Lara, 2004:25–26). Further, 31 per cent of women were
underemployed while 28 per cent of men were.

In Egypt, informal workers work over-time, but without
extra compensation, to meet production demands and/or to
earn sufficient wages, and they work longer hours on average
than formal workers (El Mahdi and Amer, 2003:23).

A survey in 2000 of 611 workers in urban areas and 625
workers in rural areas of Gujarat state, India, suggests that, as
might be expected, formal salaried workers enjoy the most days
of work per year on average. Within the informal workforce,
the self-employed enjoy more days of work per year on average
than casual day labourers or homeworkers (Unni and Rani,
2002):

Casual workers = 254 days
Piece-rate workers = 259 days
Self-employed: agriculture = 338 days
Self-employed: non-agriculture = 321 days
Salaried = 354 days

However, these average figures disguise deep pockets of severe
underemployment, defined in this study as less than 150 work-
ing days per year. Among each of these categories, a sub-set of
workers had far fewer days of work per year.

Casual workers: 36.3 per cent worked an average of 137 days
Piece-rate workers: 24.7 per cent worked an average of 113

days
Self-employed: agriculture: 7.5 per cent worked an average

of 134 days
Self-employed: non-agriculture: 9.8 per cent worked an

average of 67 days
Salaried: 1.4 per cent worked an average of 37 days

What is striking is that severe underemployment appears to be
both more pervasive and more intense among the self-employed
engaged in non-agricultural activities than among the self-
employed engaged in agriculture activities (which are widely
recognised to be highly seasonal). 
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Seasonality of work 

There is a seasonal dimension to many occupations in the
informal economy, both urban and rural. In Ahmedabad City,
India, for example, there are marked seasonal fluctuations in
the supply and price of different varieties of fruits, vegetables
and other fresh produce that street vendors purchase and sell.
Also, the demand for fruits and vegetables rises in summer, falls
during the monsoon and winter months and peaks during the
major festivals and the wedding season. Similarly, the demand
for garments typically falls in summer, rises in winter and peaks
just before (and drops sharply after) the major annual festivals
and the wedding season. During the monsoon season, the lack
of sun and dry spells disrupts many occupations: outside con-
struction work; screen printing, block printing and cloth dye-
ing; laundry services; pepper or spice drying; and incense stick
rolling. Although few women who rolls bidis (hand-made cigar-
ettes) suspend their work during the monsoon season, many
complain that mildew grows on the leaves in which the
tobacco is rolled (Chen and Snodgrass, 2001). 

There are few measures and little data to capture the impact
of these risks and dynamics on the income and well-being of
the working poor. In the 2000 survey in Gujarat state, India,
many informal workers reported that their work was irregular:
44 per cent of casual workers, 27 per cent of homeworkers, 12
per cent of self-employed in agriculture and 9 per cent of self-
employed in non-agriculture. In marked contrast, less than 1
per cent of the formal salaried workers reported irregular work
(Unni and Rani, 2002). 

Multiple activities 

To earn a living it is often necessary for workers in informal
employment to have two or more jobs simultaneously or from
season to season. Women, for example, are more often than
men involved in secondary activities for the processing of agri-
cultural and food products that they may sell in the market or
use at home (Charmes and Unni, 2003). 

Evidence suggests that the increase in informal employ-
ment has been accompanied by an increase in multiple job
holding. For example, in Mali in 1989, 15 per cent of those
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working in the informal sector were engaged in secondary jobs;
by 1996 the percentage had grown to 21 per cent. Similarly, in
Burkina Faso in 1985, one quarter of the labour force were
engaged in secondary activities; by 1995 the percentage had
risen to one third (Charmes and Unni, 2003).

The survey in Gujarat state, India, found that a high per-
centage of the self-employed in agriculture and of casual day
labourers work at multiple activities in a single day and across
the year as follows:

Casual workers: 26% (day) + 42% (year) 
Piece-rate workers: 6% (day) + 18% (year) 
Self-employed – agriculture: 40% (day) + 51% (year)
Self-employed – non-agriculture: 15% (day) + 27% (year)
Salaried workers: 20% (day) + 22% (year)

Whether multiple activities are a measure of labour market
security or insecurity is a matter of debate or perspective.
Those who study labour markets as aggregate abstractions tend
to consider multiple activities as a measure of labour market
security. Those who work with low-income workers tend to see
multiple activities as a symptom of – a response to – labour
market insecurity. From the perspective of the working poor in
the informal economy, increasing work hours, taking on multi-
ple activities and diversifying sources of income are seen as
both protection from financial risk and a source of additional
income or earnings. In other words, while the informal work-
force often intensifies or diversifies their work out of necessity,
they recognise the long-term benefits of doing so (Chen and
Snodgrass, 2001). 

Occupational health hazards 

Workers in the informal economy are subject to a range of
occupational health hazards. In India, the National Commis-
sion on Self-Employed Women and Women in the Informal
Sector identified the following: 

• the posture of work (bidi workers, home-based craft workers,
cashew and coir workers, agriculture workers, fish processors);

• being in contact with hazardous materials (workers in match,
fireworks, glass, slate pencil and ceramic factories);
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• their work environment (lack of light, latrines, water, space,
shelter);

• lifting weights (head loaders, mine and quarry workers, con-
struction workers, hand cart pullers);

• long hours of work (piece-rate workers, vendors, hawkers);

• repetitiveness of movements (agarbati (incense-stick), papad
(snack food) and bidi rollers, tie and dye, block printers,
screen printers);

• technology (especially when new technology is introduced
without training opportunities); and

• mental health (constant fear and tension of sexual assault,
police, contractor, loss of jobs, eviction, indebtedness, semi-
unemployment). (Shramshakti, 1988)

In brief, this analysis has highlighted certain qualitative
dimensions of employment that are ‘hidden costs’ of working
informally. Based on the evidence summarised above, as well as
evidence that will be presented in Chapter 3, these ‘ hidden
costs’ include:

• high cost of doing business, including indirect taxes;

• great insecurity of work and incomes;

• high exposure to work-related risks;

• no health, disability, property, unemployment or life
insurance;

• few (if any) worker rights and benefits, such as paid sick
leave, overtime compensation or severance notice and pay; 

• little (if any) employment-based social protection;

• limited (if any) access to formal sources of capital;

• high indebtedness to informal sources of capital;

• uncertain legal status; and

• lack of organisation.
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The Global Horticulture Value Chain: 
An Illustrative Case Study14

How do all of these dimensions of work play themselves out in
the work lives of actual women and men? To illustrate these
complex realities, consider the case of horticulture workers in
Chile and South Africa.15 The export of horticulture produce
– notably grapes, apples and pears – from both Chile and South
Africa increased dramatically during the 1990s. In both coun-
tries, most fruit for export is produced on medium-size com-
mercial farms, while relatively little is produced either on
large-scale plantations or on small farms. Figure 3 outlines the
fruit value chain from Chile and South Africa to the UK. 
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Figure 3: Overview of Global Value Chain for South African and Chilean
Deciduous Fruit
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Employment in the horticulture sector 

Continuum of employment relationships 
At the production end of the value chain, employment is con-
centrated in growing and packing. Here, there is diversity and
flexibility, with a relatively low level of formal employment
and a high level of informal employment (see Box 5). The
workforce is predominantly female. Once the produce leaves
the packhouse, it enters the ‘cool chain’ distribution funnel,
which is highly capital-intensive. The retail end of the chain
is much more labour intensive. Here again, high levels of
female employment dominate. 

Estimates for the two countries suggest that most employment
in the horticulture sector (from 65–85 per cent) is temporary
or seasonal rather than permanent, and that most permanent

Box 5 Continuum of Employment Relationships:
Horticultural Sector (Chile and South Africa)

Formal Employment

• Permanent work (a small core usually with
contracts of employment);

• Regular temporary or seasonal work (with or
without contracts of employment);

• Casual and irregular work for short periods of the
season or on a daily basis (with or often without
contracts);

• Contract labour employed by a third party labour
contractor (often without contracts);

• Migrant labour employed directly or through a
contractor (often without contracts);

• Small holder production, often involving family
labour (paid or unpaid).

Informal Employment

Source: Lund and Nicholson, 2003:35

INFORMAL EMPLOYMENT, GENDER AND POVERTY

51



workers are men (74 per cent in South Africa and 95 per cent
in Chile) (see Table 7). Specifically, in South Africa, men form
the bulk of permanent workers (74 per cent) while women
form the bulk of temporary or seasonal workers (69 per cent). 

Forms of wage payment 
Forms of wage payment within the sector are varied and can
change according to the individual employer, tasks performed,
form of employment, productivity of specific groups of or indi-
vidual workers or the stage in the season. An individual worker
with the same employer could receive different forms and
levels of payment as the season progresses.

Payments to workers can be based on:

• fixed weekly wage rates;

• fixed daily wage rates for days worked;

• minimum fixed wage, plus bonuses according to overall
productivity of team or enterprise;

• minimum fixed wage, plus piece rate according to produc-
tivity of individual;

• piece rates only, based on productivity of work team or indi-
vidual worker.

Only permanent workers receive payments all year round, and

Table 7: Estimates of Employment in Horticulture
Retailing Value Chain in Chile and South Africa and
Share of Temporary and Female Employment

Number Per cent Per cent 
Employed Temporary Female 

South African 283,000 65–75% 26% of permanent
deciduous fruit 69% of temporary 
Chilean fruit 336,700 85% 5% of permanent

53% of temporary 

Sources: Kritzinger, Prozesky et al, 1995; Barrientos, McClenaghan et al,
1999; Barrientos, Dolan and Tallontire, 2001; de Klerk (date unknown) 
– as published in Lund and Nicholson, 2003.
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they are more likely to be paid a standard weekly wage.
Informal workers are more likely to be paid on a piece-rate
basis. Also, they receive no income for the long periods of out
of season unemployment. Temporary workers manage to work
an average of four months per year in agriculture. Wages are
low and variable, and workers complain that they are not
always paid in full, so that income poverty is widespread, espe-
cially among women workers. 

• In the Western Cape, South Africa (where deciduous fruit
is dominant) average farm worker earnings in cash were
approximately R720 per month. This was above the average
cash wage for farm workers in the country as a whole of
R544 per month. Contract workers earned between R440
and R1,320 per month depending on their task and the
stage of the season. It is estimated that the wage needed to
put an average household above the poverty line is R650
per month. Some contract workers, therefore, would be
earning below the recommended minimum wage for their
district and below the average wage necessary to keep a
household above the poverty line. Supervisors in contract
teams could earn up to R500 per week.16

• In Chile, half of the male and 60 per cent of the female
temporary workers in agriculture receive wages below the
set minimum wage. 

Unemployment and underemployment 
Unemployment and underemployment are very significant
risks for those in informal employment in horticulture. There
is a high incidence of unemployment among seasonal workers
and, since production is concentrated in remote farm areas,
there are few opportunities for off-season employment, making
it difficult for temporary or seasonal workers to earn a liveli-
hood. Unemployment is a particular problem in South Africa,
which is shedding its permanent agricultural workforce.

Horticulture workers and income poverty  

Income poverty occurs when income is insufficient to cover
basic household needs. This risk affects all workers to a degree,
but is particularly acute for households of informal workers, as
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this horticulture case study suggests. Compared to women
permanent workers, women temporary workers are over-
represented in the lower income quintiles and under-
represented in the higher income quintiles: these quintiles are
based on the nationwide income distribution. The difference
in average per capita income between permanent and tempo-
rary workers captures the risks arising from informality.

A further measure of poverty risk is the proportion of
women temporary workers whose per capita household income
is below the poverty line (basic subsistence income) and the
indigence line (basic food costs). In 1998, 20 per cent of women
temporary workers in Chile had per capita household incomes
below the poverty line and 4 per cent had per capita household
incomes below the indigence line (Lund and Nicholson,
2003:39).

Gender Segmentation of the Informal Economy
and Poverty 

What this chapter has shown is the significance of informal
employment in the work life of women and men and the dif-
ferences in the situation of women and men in informal
employment, both in terms of what they do and what they
earn. This chapter has also provided a conceptual framework
for thinking about the linkages between working in the infor-
mal economy, being a woman or man and being poor. While
segmentation within the formal labour market has long been
recognised, segmentation within the informal labour market is
only now being appreciated. With the new, broader definition
of the informal economy has come the understanding that
there are different types of informal jobs as well as different
types of informal enterprises.

As this chapter has also shown, the data available today on
the relationship between working in the informal economy,
being a woman or man and being poor are limited. What data
are available confirm the relationship between working in the
informal economy and being poor, with the notable exception
of the employers who hire others, many of whom are quite well
off. Also, the available data confirm that women who work in
the informal economy are more likely than men to be poor
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because of where they are situated within it. There is, clearly,
a need for more countries to collect data on informal employ-
ment and to link these data to earnings data and to data on
household income and expenditure (as the studies summarised
in this chapter have tried to do). 

Our hope is that the conceptual framework presented here
will be used: (a) to collect more data on the links between gen-
der segmentation of the informal economy, poverty and
inequality; and (b) to design appropriate policy and action
responses to the ‘hidden costs’ of working informally. There is
a need for improved data to capture these hidden costs. Such
data would enhance our understanding of what it will take for
the poor – and in particular the differential requirements for
women and men – to work their way out of poverty and/or for
their enterprises to be successful. But the lack of statistical data
on the hidden costs of working informally should not stand in
the way of taking the essential next step of formulating policy.

In sum, we see a need to integrate an understanding of both
the gender segmentation of the informal economy and the
‘hidden costs’ of informal employment into poverty reduction
strategies. Indeed, we see these hidden costs – or what the ILO
calls the ‘decent work deficits’ of working informally – as key
to fully understanding who is poor and why, and what can be
done to reduce the various dimensions of their poverty.
Chapter 3 will explore these relationships in the context of
recent economic changes.

Notes
1 The formal or modern sector is comprised of regulated small and

large enterprises (operating out of factories and/or offices) and of
regular, stable and protected employment. Fifty years ago, most
economists assumed that economic growth would lead to increased
labour demand and eventual transformation of all economic activ-
ity into the modern or formal sector: classical economists assumed
that surplus labour would be absorbed (Lewis, 1954); neo-classical
economists assumed a shift to skilled labour and capital-intensive
activities; and industrial economists assumed a shift in the location
of production from households to small units to big firms.
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2 Non-standard work is the general term used in OECD countries for
forms of work that are not full-time wage employment for one
employer on a known schedule or contract, including self-
employment, part-time work, temporary work and various forms of
casual day labour or contract work. The majority of these workers
receive few (if any) employment-based benefits or protection.
Informal employment is the general term used in developing coun-
tries for forms of work that are not protected by labour or social
protection legislation, including self-employment, various forms of
casual day labour, homework as well as ‘employees’ (full-time or
part-time) of informal enterprises. In this Handbook, we use the
term ‘informal employment’ to include those forms of non-standard
work in both OECD and developing countries that are not covered
by employment-based benefits or protections.

3 WIEGO is a global research and policy analysis network linked to
the international movement of women in the informal economy.
See Chapter 4.

4 Those temporary and part-time workers who are covered by labour
legislation and statutory social protection benefits are not included
in the informal economy.

5 What is presented here includes all readily available official data
on the informal economy. While some key Commonwealth coun-
tries are included, notably India, Kenya and South Africa, the fact
that more Commonwealth countries are not included reflects the
fact that few countries have regularly collected official statistics on
informal employment. 

6 This section draws from a statistical booklet that Martha Chen and
Joann Vanek prepared in 2002 for the ILO that includes data com-
piled by Jacques Charmes for anywhere from 25–70 countries,
depending on the specific estimate, as well as case studies for India,
Mexico, South Africa and OECD countries written by, respec-
tively, Jeemol Unni, Rodrigo Negrete, Debbie Budlender and
Francoise Carre (ILO, 2002b). Data available since 2002 were sup-
plied by Jacques Charmes.

7 Unfortunately, the Task Force on Poverty of the Millennium
Project has, to date, neither put employment in its recommended
initiatives nor ‘mainstreamed’ the recommendations of the Task
Force on Gender Equality in its own recommendations (see
Millennium Project Task Force on Poverty, 2004).

8 A related phenomenon, which deserves more study, is the concen-
tration of certain racial or ethnic groups, as well as immigrant pop-
ulations, in the informal economy. For example, in South Africa, 85
per cent of all workers in the informal sector are black (NALDEI,
2003). Similarly, according to a 1989 household survey in Guate-
mala, indigenous workers are 4.3 times more likely to be working in
the informal sector than in the formal sector (Funkhouser, 1996). 
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9 While the findings of both studies may not be surprising, there are
very few empirical analyses linking household poverty and employ-
ment in this way.

10 These studies are co-ordinated by the Global Policy Network of the
Economic Policy Institute in Washington, DC under a comparative
workforce development project funded by the Ford Foundation. 

11 While this Handbook takes up segmentation of the informal econ-
omy by gender, it is important to note that in many countries and
contexts the informal economy is also segmented by race or
ethnicity.

12 It should be noted that these studies did not differentiate between
formal and informal employment within the employer and wage
worker categories. The own account category was entirely infor-
mal, comprised of those who work on their own account and do not
hire others. 

13 Historically, in Bangladesh, most women were confined by norms of
seclusion to work in and around homesteads, carrying out domestic
chores and post-harvest activities for themselves or others. Unless
forced to by necessity, they did not work in the public sphere – in
fields, on roads or in markets. During and after the famine of 1974,
significant numbers of women began to seek remunerative work
outside their home, including – initially – in public works pro-
grammes (Chen and Ghuznani, 1979) With the establishment of
the export garment industry in the 1980s, large (and visible) num-
bers of women began working in factories for the first time. 

14 Global value chains are discussed more fully in Chapter 3 under
‘The Production System’

15 This section is based on the summary of a case study in Lund and
Nicholson, 2003. See Barrientos and Ware Barrientos, 2002 for the
full-length case study.

16 The minimum wage for agriculture is currently under consideration
and a key recommendation is a scale from R400 to R750 per month
depending on the magisterial district.
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3. The Changing World of
Work: Linking Economic
Reforms-Gender-Poverty

In the last two decades many governments have undertaken a
set of market-oriented reforms designed to restructure their
economies and to integrate them globally. At the same time
technological change, especially the spread of new information
and communications technologies (ICTs) has accelerated the
pace of reform and associated changes, including the reorgani-
sation of production. The poverty and other social outcomes of
these economic forces have been, and still are being, hotly
debated. But there is growing recognition that they are two-
edged forces, bringing both opportunities and constraints and
creating both winners and losers. They can offer many oppor-
tunities for poverty reduction provided that steps are taken to
enable the poor to gain rather than lose from the changes
involved. On the other hand, they can leave poorer countries
of the world – and the poorer sections of the population within
them – worse off than before.

The consequences for the working poor depend on who
they are, what they do and where they work. Most countries
around the world have experienced profound changes in the
nature of work, the employment arrangements of working
women and men and the structure of the labour market. The
net result has been that the majority of workers in today’s
world do not work in what are still widely considered to be
‘standard’ jobs: those with secure contracts, mandated benefits
and social protection.

The connection between non-standard jobs, informal work
and informalisation comes under the general heading of
‘labour market flexibility’. While this is frequently advocated
as a necessary economic adjustment strategy for economies in
this era of global integration, the social costs are often ignored.
This is not to argue that all forms of non-standard and infor-
mal work – or informalisation – necessarily imply a lack of or
reduction in the welfare of working people. However, the
variety of different work arrangements, and their poverty and
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inequality outcomes, underscores the need to identify and
track context-specific changes in work arrangements as well as
the associated costs and benefits.

In Chapter 3, we attempt to shed light on the linkages
between economic reforms, the changing nature of work (par-
ticularly informal employment) and social outcomes (notably
in terms of poverty and gender inequality). We focus primarily
on the effects of trade liberalisation – i.e. the reduction of
barriers such as quotas and licenses to the free flow of goods
and services – and to a lesser extent on deregulation of labour
markets and technological change. The chapter is divided into
three parts:

• Economic reforms and poverty. Our analysis begins with a
brief overview of three conceptual frameworks for consider-
ing the linkages between economic reforms, the changing
nature of work and social outcomes: (a) neo-classical econ-
omics; (b) gender analysis; and (c) informal labour market
analysis.

• Trade and employment. We then discuss two sets of com-
mon scenarios – one relating to the quantity of employment
and the other to the terms and conditions of employment –
associated with trade liberalisation. These scenarios high-
light the risks and costs associated with trade liberalisation
for the working poor.

• The changing nature of work. Building on examples of the
changing terms and conditions of employment, our analysis
concludes with a discussion of the effects economic reforms
have not only on specific categories of workers but also on
the nature of work itself. We focus on three key dimensions
of the changing nature of work – (a) place of work, (b)
employment status and (c) production system – each of
which has direct implications for poverty and gender equal-
ity outcomes. To illustrate these various patterns of change,
we use findings and concrete examples from recent studies
on the working poor, especially women, in the informal
economy.

While various forms of gender bias are found throughout these
complex linkages, we give special focus to the gender dimen-
sions of informal employment. Working poor women are
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affected differently than working poor men by economic
reforms due to their disadvantaged ‘position’ on all fronts. This
includes not only: (a) their disadvantaged status due to gender
hierarchies within households; and (b) their differential access
and command over resources within the household and the
wider economy; but also (c) their concentration in lower-
paying and more risky segments of the informal economy.1

These different forms of gender bias interact and hinder the
ability of women to respond to economic reforms and thus
limit the hoped-for economic growth and poverty reduction
effects of these reforms. But the literatures on trade and
poverty – and on trade and gender – have not paid sufficient
attention to the informal economy, much less to the gender
segmentation within it (described in Chapter 2). 

As noted in Chapter 1, within the international develop-
ment community there has been a long-standing and often 
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heated debate about the links between economic growth and
poverty. During the 1980s, the focus of this debate was on
structural adjustment and its impact on poverty. Over the past
15 years, as countries have opened their economies, it has
shifted to globalisation in general and trade liberalisation in
particular. Part of the current debate focuses on whether to
consider short-term versus long-term costs and benefits, and
whether countries should conform to the international ‘rules’
of global integration set by the International Monetary Fund
(IMF) and World Bank. 

In a special contribution to the Human Development Report
2003 on poverty, globalisation and growth, Joseph Stiglitz
observes that the debate should not be whether globalisation
or growth are good or bad. Sometimes these help poor people
and sometimes they do not. Rather, he argues, the debate
should be about which policies would lead to the kind of
growth that improves the welfare of poor people. The debate
should centre, that is, on “the appropriateness of particular
policies for particular countries, on how globalisation can be
shaped (including the rules of the game) and on international
economic institutions, to better promote growth and reduce
poverty in the developing world” (Stiglitz, 2003a). 

What this Handbook brings to this debate is a focus on the
effects of trade liberalisation, deregulation and technological
change on the working poor, especially women, in the informal
economy – both the new opportunities as well as the associated
stresses and risks. Tracing these effects on informal labour
markets, where most of the poor (especially women) work,
should allow us to draw some conclusions about what types of
policies and institutions are needed to ensure that trade liber-
alisation and other economic processes have the desired effects
of reducing poverty and gender inequality.

Economic Reforms and Poverty 

Economic reforms 

To set the stage for our analysis, we start with a brief descrip-
tion of the various reforms, highlighting key linkages to infor-
mal employment. 
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Economic restructuring 
The standard package of economic reforms, designed to con-
trol inflation and encourage investment, includes: (a) privati-
sation; (b) stabilisation; and (c) deregulation. All three processes
are likely to have specific consequences for those who work in
the informal economy. For example, privatisation of public-
sector enterprises is often associated with large-scale retrench-
ment of workers. This may lead in turn to reduced demand for
informal goods and services (as the purchasing power of former
public sector employees declines) and increased competition
within the informal economy (as many retrenched workers end
up working there).

As part of economic restructuring and liberalisation, there
has been a fair amount of deregulation, particularly of financial
and labour markets. Deregulation is seen to have contradictory
effects. Hernando de Soto, among others, has argued that the
deregulation of costly and cumbersome government regula-
tions, which inhibit the ability of informal entrepreneurs to
operate a business and earn a living, would lead to increased
economic freedom and entrepreneurship among working
people, especially in developing countries (de Soto, 1989).
More recently, he has advocated one form of regulation: the
formalisation of property rights for the informal workforce to
help them convert their informally-held assets into real assets
(de Soto, 2000). 

Deregulation of labour markets, however, is associated with
the rise of informalisation or ‘flexible’ labour markets. Labour
advocates have argued for some re-regulation to protect infor-
mal wage workers from the economic risks and uncertainty
associated with flexibility. At the same time, the regulatory
environment often overlooks whole categories of the informal
economy. A missing regulatory environment can be as bad as an
excessive regulatory environment. For example, city govern-
ments around the world tend to take either of two stances
towards street trade: trying to eliminate it or turning a ‘blind
eye’ to it. Either stance has a punitive effect: eviction or con-
stant harassment (by police, municipal officials and other
vested interests). Arguably, what is needed in such instances is
appropriate regulation, not complete deregulation.2
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Economic integration 
The global integration of national economies includes the lib-
eralisation of different markets: capital, goods and services and
labour. In this Handbook, we focus on the liberalisation of the
markets for goods and services – that is, on trade liberalisation
– and on the liberalisation (or lack thereof) of labour markets.
In regard to labour markets, it should be noted that workers are
caught between two contradictory trends: rapid flexibilisation of
the employment relationship (making it easy for employers to
contract and expand their workforce as needed) and slow liberal-
isation of labour mobility (making it difficult for labour to move
quickly and easily across borders).3

Technological change 
Technological change contributes to – and is reinforced by –
trade liberalisation and economic growth. Like other processes,
it can have both positive and negative effects on the working
poor. Increased mechanisation in the agricultural, manufactur-
ing and construction sectors has led to the loss of jobs for
millions of low-skilled workers, particularly women. At the
same time, technological change can increase the demand for
skilled workers. The net overall impact in terms of overall rates
of employment (or unemployment) is thus hard to determine.
Similarly, the impact of technological change on the relative
wages of skilled and unskilled labour is not clear, though some
studies suggest that it widens the wage gap between the two
(Amadeo, 1998). The evidence presented in this chapter is on
observed effects of technological change on specific groups of
the working poor in the informal economy and thus offers only
a partial picture.

By far the most profound – and publicised – technological
change is the advent of global telecommunications and the
widespread availability of the computer/Internet. These are
altering in profound ways pre-existing economic, social, cul-
tural, political and institutional arrangements. Again, this has
had positive and negative effects for the working poor. Most
notably, perhaps, information and communications technolo-
gies (ICTs) have facilitated outsourcing of jobs and industrial
restructuring into global production systems. The new ICTs
also hold out the promise of increased incomes for the self-
employed in the informal economy – particularly in respect of
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providing an increased source of information on domestic and
global markets. But the working poor, especially women, have
greater difficulties than the non-poor in benefiting from this
resource because of their more limited access to computers, to
training in their use and to education in general. 

At the same time, the new ICTs hold out the promise of
increased networking and solidarity between informal workers.
This can be seen in their growing international alliances,
including those of homeworkers and street vendors (HomeNet
and StreetNet); the international network of trade unions and
other membership-based organisations that are organising
informal workers; and the global research policy network
called Women in Informal Employment: Globalizing and
Organizing (WIEGO) (see Chapter 4).

Conceptual frameworks 

Conceptualising how economic reforms more generally – or
trade liberalisation in particular – impinge on poverty is not
straightforward. What follows is a brief comparison of three
theoretical perspectives on these linkages: (a) neo-classical
economics; (b) gender analysis; and (c) informal labour market
analysis.

(a) Neo-classical economics 
Most orthodox trade economists subscribe to what has been
called the ‘factor-abundance’ model of trade. According to this
model, developing countries should specialise in producing
goods that require their abundant factor of production (i.e. low
skilled labour), while developed countries should specialise in
producing goods that utilise their abundant factor (i.e. skilled
labour or capital). According to the predictions of this model,
demand for labour-intensive production would expand in
developing countries, raising employment and wages. In devel-
oped countries, consumers would benefit from cheaper goods
(and buy more of them). Similarly, developing countries would
be able to import capital-intensive goods (or skill-intensive
goods) at lower prices than could be produced without trade.
In brief, according to this model, trade liberalisation will allow
countries to leverage their comparative advantages, which will
increase economic growth and lead to higher standards of
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living for their citizens. In particular, free trade will be good for
low-wage workers in developing countries.

Over the last 20 years, many neo-classical economists have
recognised that reality is more complex than this model would
suggest and have begun to look at the role of social, political
and economic institutions in the relationship between trade
and poverty. What follows here is brief summary of a widely-
cited analytical framework developed by L. Alan Winters for
understanding how trade liberalisation is transmitted into
poverty outcomes at the household level (Winters, 2000).
There are three main pathways or channels: (i) distribution (i.e.
changes in prices), (ii) government (i.e. changes in taxes and
spending) and (iii) enterprises (i.e. changes in investment, pro-
duction and employment) (see Figure 4). 

Figure 4: Trade Policy and Poverty – Pathways of Impact

Source: Winters, 2000

(i) Distribution: The first effect of trade liberalisation is to
change the relative world prices of both imported and exported
goods. In the case of imported goods, these are transmitted from
the border down to the household through wholesale and retail
prices; in the case of exported goods, these are transmitted in
the reverse direction. In general, assuming households both
produce and consume goods, increased prices are seen to ben-
efit net producers while decreased prices benefit net con-
sumers. However, since some goods are used as inputs in the
production of other goods, and since not all social groups are
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associated with products whose prices change, the net effect is
often quite complicated (Winters, 2000; DFID, 2003). More-
over, the price changes associated with trade liberalisation are
not always transmitted to the poor, and markets for goods may
be created or destroyed. To benefit the poor, policies comple-
mentary to existing trade policies may be needed to establish
markets, improve competition and deepen market integration
(McCulloch et al, 2001). 

(ii) Government: Trade liberalisation may also affect poverty
through changes in the government’s fiscal policies, particu-
larly if trade taxation is an important source of revenue. This
is because trade liberalisation is associated with reduced trade-
related taxes. The net effect on the poor depends on the types
of substitute taxes introduced, the subsequent level of govern-
ment revenue and the level and pattern of government spend-
ing, especially pro-poor spending. The poor may not suffer if
alternative sources of taxes do not target them, if the overall
level of revenue is not cut and if social and anti-poverty pro-
grammes can be at least partially protected even if expenditure
does decline. Moreover, good macroeconomic planning may
well be more important for maintaining social spending than
trade taxation (McCulloch et al, 2001). 

(iii) Enterprises: Trade liberalisation also affects households
through its impact on profits and hence on employment and
wages. It is seen to encourage increased investment, which
leads in turn to increased production. Orthodox economic
theory suggests two scenarios regarding how increased invest-
ment and production affect wages and employment (the two
variables of most relevance to poverty):

• in contexts where labour is fully employed and wages are
flexible, the price changes caused by trade liberalisation will
be reflected in changes in wages, with employment staying
the same; 

• where there is a large pool of workers who move in and out
of employment depending on the circumstances, then trade
liberalisation will cause changes in employment but not
wages.
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In reality, there will be a combination of these effects. How
this affects poverty depends not only on how employment
changes, but also on the types of labour that poor households
can supply and whether the resultant changes in wage rates
translate into per capital household incomes that fall above or
below the poverty line (McCulloch et al, 2001).

In addition to these three main pathways, Winters suggests
a fourth pathway between trade liberalisation and poverty out-
comes: the effects of trade on the riskiness of household liveli-
hoods. Households may become more vulnerable to risks as a
result of switching their economic activities in response to
trade liberalisation. Whether the change reduces or enhances
welfare depends on whether or not the switch is voluntary and
generates higher returns (McCulloch et al, 2001). The Winters
framework also takes into account intra-household dynamics
and gender in considering how changes in prices, taxes and
spending, enterprises and risks translate into poverty outcomes
at the individual level – though not to the degree that gender
analysis does (see below).4

Finally, as Winters notes, the framework does not address
the two other key ways in which trade liberalisation affects
poverty: economic growth and short-term adjustment costs.
Potentially the most important effect of trade liberalisation on
poverty is through its impact on growth. Furthermore, the rea-
son why trade liberalisation generates so much public contro-
versy is often due to the short- and medium-term adjustments
costs, including job losses in formerly protected sectors. Much
of the public debate about trade and poverty has become
unclear because of the confusion of issues of growth and adjust-
ment with issues of trade. To avoid this confusion, the Winters
framework focuses on the important channels through which
trade liberalisation per se can affect the lives of the poor
(Winters, 2000). 

(b) Gender analysis 
Gender analysis is the analysis of the social construction of the
roles, relationships, power and entitlements of women and
men. Applied to the field of economics, it starts with the prem-
ise that the standard notion of the ‘economy’ needs to be
expanded to include non-market activities and unpaid work,
notably the reproductive economy (Kanji and Barrientos,
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2001). It goes on to argue that neither the productive nor the
reproductive economy is gender neutral. Rather, the entire
economy is seen as gendered, as follows (Elson et al, 1997): 

• macro level: gender divisions in paid employment and
unpaid time use;

• meso level: gendered laws, norms and rules; gender-
differentiated entitlements and access; gender-based price
distortions and institutional biases; and

• micro level: gender divisions in roles, responsibilities and
power.

Gender analysis shows how the standard notion of the house-
hold in economics needs to be changed to incorporate (i) more
than one breadwinner, (ii) gender-differentiated flows of income
and consumption and (iii) gender (and age) hierarchies of pref-
erences and bargaining power.

Gender biases in the economic arena get transmitted
through a variety of institutions – not only the family but also,
less obviously, markets and the state. These often perpetuate
gender bias through a host of economic policies, including
macroeconomic, trade and labour-market policies (see, for
example, Cagatay, Elson and Grown, 1995; Grown, Elson and
Cagatay, 2000; Whitehead, 2001). Gender biases in financial,
labour and goods markets act as barriers to the working poor,
especially women, being able to take up opportunities afforded
by trade liberalisation (Elson and Evers, 1996). With particu-
lar reference to sub-Saharan Africa, these biases operate as
follows:

• Financial markets tend to discriminate against women,
with requirement for collateral and, in some contexts, male
signatories. Despite the introduction of special credit schemes
for women, disparities in credit allocation remain high.

• Labour markets tend to be segmented, with women’s
participation in both formal and more informal activities
confined to particular areas, usually the less lucrative. At
the informal end of employment, women tend to be con-
centrated in the easy entry, smaller enterprise, low start-up
costs and low returns end of the market. In the agricultural
labour force, women tend to be categorised as ‘unpaid’

Gender biases in
the economic

arena get
transmitted

through a variety
of institutions –

not only the
family but also,

less obviously,
markets and the

state. These often
perpetuate

gender bias
through a host of
economic policies,

including
macroeconomic,

trade and labour-
market policies.

MAINSTREAMING INFORMAL EMPLOYMENT AND GENDER IN POVERTY REDUCTION

68



family workers rather than ‘self-employed’, which implies
that women’s labour is treated as a free good rather than a
scarce resource.

• Goods markets tend to be biased towards exports rather
than locally traded goods and services where women may be
more engaged. Men tend to control mechanised means of
transport and have greater access to market information
than women. Despite women’s labour inputs, in some con-
texts men control the cash for export crops.

Box 6 summarises some of the key points that gender analysis
makes about the relationship between trade, gender and
poverty.

Box 6 Key Points Raised in Gender Analysis

Some of the key points raised in gender analysis regarding
the relationship between trade, gender and poverty can be
summarised as follows:

• Economic reforms can lead to poverty outcomes
because of the gendered structure of the economy. 

• The price, tax/spending and employment effects of
economic reforms work their way through institutions
such as markets, enterprises and households in a
gendered way.

• Gender bias in financial, goods and labour markets
acts as a barrier to women’s ability to take up
opportunities afforded by economic reforms. 

• Gender divisions in roles, responsibilities and power
mean that women and men are not equally positioned
to respond to opportunities or overcome constraints
associated with economic reforms.

• Gender-differentiated entitlements mean that women
tend to have less ownership of, control over or access
to resources than men.

• The gender hierarchy within the household means that
women tend to have less control over how income and
food are allotted within the household. 
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One strand of gender studies has analysed the links between
trade liberalisation and women’s employment.5 These links are
quite complex. For example, in the manufacturing sector trade
is associated with an increase in women’s paid employment in
developing countries and a decrease in women’s paid employ-
ment in developed countries. However, the shifts in employ-
ment between the global North and South do not necessarily
involve one-for-one gains and losses (Gammage et al, 2002).
Employment in the manufacturing sector in the industrialised
North is more likely to be formal: that is, workers are more
likely to have contracts, to be covered by labour legislation and
standards and to enjoy health benefits and pensions.
Employment in the export manufacturing sector in the devel-
oping South is more likely to be informal: that is, workers are
not likely to have contracts, fair wages or benefits. This is par-
ticularly true for homeworkers in global value chain produc-
tion6 and for contingent workers who get temporarily dis-
missed and rehired to meet the ebbs and flows of the produc-
tion cycle. It is also the case for workers in the assembly
factories in export processing zones (EPZs), where employers
are often exempted from following labour standards and regu-
lations or providing benefits.7 Moreover, recent evidence sug-
gests that the export-oriented manufacturing sector in many
developing countries is becoming more skill-intensive and, in
the process, is being defeminised (see sections on Manu-
facturing Sector and Production System below). 

In predominantly agricultural economies, when the export
of traditional crops increases, trade may disadvantage women
compared to men. This is because trade tends to advantage
large and medium producers. Small farmers, particularly
women, often lack access to credit, new technologies and the
marketing know-how needed to take advantage of new
markets. Further, gender-based inequalities in control over
resources such as land, credit and skills hinder women’s ability
to take advantage of new opportunities (Cagatay, 2001).

Reflecting these realities, there is often a negative relation-
ship between feminisation of the workforce and relative wages
(see Vasudeva-Dutta, 2004 for India; Dicken and Katz, 1987
for the US; Sequino, 1997 for the East-Asian ‘Tiger’
economies). Stephanie Sequino argues that feminisation of the
labour force can increase the gender wage gap as women are
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disproportionately employed in ‘footloose’ or mobile indus-
tries, where the threat that the company will shift jobs to other
sites makes it difficult for them to obtain higher wages (ibid).
In addition to the mobility of the industries, the terms and
conditions under which women are recruited – as unprotected
workers in EPZ factories, as contingent workers or as home-
workers – further erodes their bargaining power.

In brief, gender analysis of the relationship between trade
and women’s employment highlights:

• the ways in which structural or cultural barriers constrain
the free functioning of markets; 

• the systemic gender biases that exist within financial,
labour and goods markets, which limit the ability of women
to take up new opportunities afforded by openness and
growth of the economy; and 

• the systemic gender biases that exist within the household,
which mean that women are less well-positioned than men
to seize opportunities and address constraints associated
with trade and growth (Kanji and Barrientos, 2001).

However, the gender and trade literature tends to focus on
women’s work in export-oriented factories, especially in EPZs,
to the relative neglect of homeworkers and self-employed
women. Also, relatively few gender studies investigate the full
sequence of gendered transmissions from trade through
employment to poverty. They rarely adequately address
changes in employment and production relations within the
informal economy or trace the consequences of such changes
through to poverty outcomes at either the individual or the
household level. This Handbook seeks to help fill this gap by
tracing the effects of trade liberalisation on working poor
women through informal labour markets, thus adding an
understanding of informal labour markets to the ‘enterprises’
channel in Winters’ framework. 

(c) Informal labour market analysis 
Analysis of informal labour markets starts with the basic obser-
vation that labour markets in developing countries are often
quite different from those in developed countries, with a far
smaller formal economy and a large base of informal employ-
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ment, including a relatively high share of self-employment
(Kurien, 1998). It suggests the need to:8

• distinguish between self-employment (and earnings) and
paid employment (and wages), both formal and informal;

• question the relevance of unemployment (as opposed to
under-employment) in countries that provide no unem-
ployment insurance and few safety nets; 

• recognise that labour markets are not perfectly integrated
and competitive and that labour, as a factor of production,
is not perfectly mobile – in this regard, there is a need to
understand how both supply- and demand-side barriers may
constrain the ability of labour to respond to new economic
opportunities (especially when there are great asymmetries
of knowledge, access and competitiveness); and

• extend the scope of labour market theory (and labour law)
to apply to situations where the employer-employee
relationship is disguised; where there is no fixed employer;
or where there are multiple possible employers, such as in a
sub-contracting chain or when an agency places workers
with firms (ILO, 2003). 

To illustrate, neo-classical economic theory suggests that as
economies grow, the share of employment in informal enter-
prises (i.e. the informal sector) in total employment shrinks.
Or, conversely, that employment in informal enterprises
increases during business downturns. Generally, cross-country
comparisons reveal a negative correlation between measured
rates of informal employment (typically confined to employ-
ment in informal enterprises) and the level of per capital gross
domestic product (GDP) (see, for example, Ihrig and Moe,
2000; Loayza, 1996). A recent review of official data in 14 Latin
American and Caribbean countries supports this assumption:
richer countries tend to have higher shares of formal employ-
ment, including public sector employment, while poorer coun-
tries tend to have higher shares of self-employment (a proxy for
employment in informal enterprises) (Galli and Kucera, 2003). 

Another recent review of official data for 20 countries in
Asia, Africa and Latin America (compiled by Jacques
Charmes) studied changes in the extent of informalisation
(measured as informal employment over total employment) 
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with economic  growth (Heintz and Pollin, 2002). It showed
that growing informalisation is consistent with respectable
levels of economic growth. Faster growth slows this rate of
increase, and only at very high rates of growth does informal-
isation decline. While the review in Latin America and the
Caribbean focused on the absolute level of informal employ-
ment, this review emphasised changes in the extent of infor-
malisation. The authors conclude that various factors could
contribute to these divergent observations, including varia-
tions in women’s recorded labour supply, the composition of
informal employment and the nature of the relationship
between the formal and informal economies (ibid).

Similarly, a recent study in Tunisia, suggests the need to
‘unpack’ the informal economy to understand specific trends
within these broader patterns. Business upturns in that country
are associated with a rise in informal wage jobs (notably, home-
work under sub-contracts for large firms). Business downturns
are associated with a rise in: (i) independent informal firms, as ties
with formal firms are eroded or formal firms go out of business;
and (ii) survival activities, as the newly unemployed and chron-
ically underemployed compete for limited economic opportu-
nities within the informal economy (Charmes and Lekehal,
2003: Table 11). In sum, this data suggests that different
segments of informal employment – micro-enterprises, own
account activities and homework – expand or contract under
different economic conditions. 

Small farmer, Dominica
INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT
(IFAD)/ROBERT GROSSMAN

THE CHANGING WORLD OF WORK: LINKING ECONOMIC REFORMS–GENDER–POVERTY

73



Box 7 Integrating Informal Labour Market and
Gender Analyses 

To integrate analysis of informal labour markets with
gender analysis, the gendered propositions outlined in 
Box 6 would need to be amended, as follows:

• Economic reforms can lead to poverty outcomes
because of imbalances in access, resources and power
between capital and labour; between large, small and
micro-enterprises; between formal and informal labour;
and between women and men within each of these
categories.

• The price, tax/spending and employment effects of
economic reforms work their way through institutions
such as markets, enterprises and households in
different ways for capital and labour; for large, small
and micro-enterprises; for formal and informal workers;
and for women and men within each of these categories.

• Biases against labour, especially informal labour, within
financial, goods and labour markets act as barriers that
limit the ability of the working poor, notably informal
workers and especially women, to take up opportunities
afforded by economic reforms. 

• Gender and class divisions in roles, responsibilities and
power mean that capital, large enterprises, formal
workers and men (within each of these categories) tend
to be better-positioned than, respectively, labour, micro-
enterprises, informal workers and women to respond to
opportunities or to overcome constraints associated
with economic reforms.

• Gender- and class-differentiated entitlements mean
that capital, large enterprises, formal workers and men
(within each of these categories) tend to have greater
ownership of, control over or access to resources and to
have greater bargaining power than, respectively,
labour, micro-enterprises, informal workers and women
(within each of these categories).
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In regard to gender analysis, an understanding of informal
labour markets points to the need to focus on several inter-
linked and mutually-reinforcing biases, not just gender bias, in
order to understand the linkages between gender and poverty.
Integrating informal labour market and gender analysis sug-
gests that:

• four inter-linked biases – favouring capital, formal enter-
prises, formal workers and men (over labour, informal
enterprises, informal workers and women) – are likely to be
reflected throughout the transmission process from eco-
nomic reforms through the various pathways to poverty
outcomes (see Box 7); and

• all of these biases affect policy outcomes in regard to both
reducing poverty and increasing gender equality (see Box
29 in Chapter 5, which provides a framework for assessing
these mutually-reinforcing biases in policies).

Thus the reality in developing countries is somewhat more
complicated than prevailing neo-classical models would sug-
gest, particularly if one takes into account gendered patterns of
employment in informal labour markets. Most developing
countries, more so in Asia than in Africa or Latin America,
have an abundant supply of labour that, if not formally
employed, moves in and out of self-employment and informal
paid employment, depending on the circumstances. Moreover,
since most developing countries do not provide universal
unemployment insurance or social safety nets, most of the
working poor cannot afford to remain unemployed and are,
instead, under-employed (seeking additional work) and over-
worked (working long hours). It is also the case that labour,
especially female labour, is often not mobile across industries
or sectors. In other words, labour in most developing countries
is neither fixed nor flexible.

Types of evidence and analysis 

Some of the differences between the perspectives of neo-
classical economists, gender analysts and informal labour mar-
ket analysts stems from the fact that they use different units of
analysis and different time-frames, and they see markets as
operating in quite different ways (Kanbur, 2001). 
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• Neo-classical economists tend to look at the incidence of
poverty at the national or global level; to consider the
medium- and long-term impact of economic policies; and to
subscribe to the standard economic model of perfectly com-
petitive market structures.

• Gender analysts tend to look at gender inequality and
biases rather than poverty outcomes; to highlight the gen-
dered structure of the economy as a whole and of specific
markets; and to identify gender biases in macroeconomic
policies and gender hierarchies in the household. 

• Informal labour market analysts tend to look at the
relationship between informal employment and poverty; to
consider the short-term consequences of economic trends
and policies on specific groups of the informal workforce;
and to see markets as riddled with market power exercised
by big corporations over small corporations and by employers
over employees.

Some of the difference between the three perspectives also
stems from the fact that they use different types of evidence. 

Statistical analyses of macro data 
Most economists tend to look at the linkages between trade
liberalisation, growth and poverty at the aggregate or macro
level, using countries as their unit of analysis. While some
focus on country-specific experiences, collecting primary data
as needed, many carry out cross-country comparisons by run-
ning regressions of secondary data.9 Analysts who treat coun-
tries as the unit of analysis fail to differentiate outcomes for dif-
ferent groups at the micro-level (Kanji and Barrientos, 2001),
and there are several methodological challenges to assessing
the impact of trade on poverty at the aggregate level. In addi-
tion, as noted earlier, Joseph Stiglitz points out that the debate
should not be whether trade and/or growth are good or bad but
what kind of growth improves the welfare of poor people
(Stiglitz, 2003b). This question cannot be answered by statis-
tical analyses of aggregated macro data. What is needed are
types of analysis and data that can isolate the impact of partic-
ular policies on specific groups of the population or workforce.
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Analyses of micro data 
In this chapter, we analyse findings from recent micro studies
to trace how trade liberalisation is likely to affect specific cat-
egories of the informal workforce and with what consequences.
The studies used several types of field research, notably liveli-
hood analysis and value chain analysis.

Livelihood analysis: Livelihood analysis looks at the assets,
vulnerabilities and capabilities of specific households or groups
of people and their strategies to earn a livelihood. For example,
the sustainable livelihoods framework, popularised by the UK
Department for International Development (DFID), defines
five types of assets – human, social, natural, physical and
financial – that are affected by the vulnerability status of
households or groups. Vulnerability is thought to take three
forms: periodic shocks, regular seasonality and longer-term
trends. The livelihoods framework can be used to look at the
processes and institutions that are most likely to help poor
households or groups deal with their vulnerability and trans-
late their assets into improved well-being. In the context of our
analysis, it contributes to an understanding of how different
households or social groups (and women and men within
them) are likely to be affected by the dominant economic
processes.

Value chain analysis: Value chain analysis begins by mapping
the distinct groups of firms within specific supply chains and
the types of workers engaged in them. It then focuses on trans-
actions between firms and, more recently, on the relationship
of workers to firms. It provides a framework for assessing the
power of the lead firm in structuring chains, and the conse-
quences of this for the autonomy of other firms to upgrade and
for workers to bargain for wages, rights and benefits (Nadvi,
2004). It thus challenges orthodox economic theory that
assumes free markets in which buyers and sellers meet each
other as independent agents (Kanji and Barrientos, 2001).

When applied to global value chains, the analysis provides
critical insights into the operations of the global economy. For
instance, global value chain analysis suggests that the inter-
national system of outsourcing production is not as decen-
tralised or fragmented as it would seem. While the functions of
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production are fragmented and the sites of production are scat-
tered, the lead firms exercise significant control over the chain
of inter-connected firms. Value chain analysis can be – and is
being – extended as an important methodology for analysing
poverty outcomes of the global economy, to assess: 

• how value added is passed up along the chains; 

• how risk and uncertainty are passed down along the chains; 

• how far benefits and protection are passed down the chains; 

• what small informal firms need to upgrade and access the
chains; and 

• what different types of workers – employees, seasonal
workers and homeworkers – need to upgrade their wages
and working conditions. 

Such assessments help identity points of leverage for different
stakeholders linked to the chain that could improve labour
standards of wage workers, access and competitiveness of small
firms and farms and social protection for the working poor
(ibid).10

Value chains can be used to trace profits or benefits (see Box
8). Most importantly, value chain analysis can be used to trace
appropriate points of intervention. Thus, in garment manufactur-
ing, it may be impossible for owners of small workshops to pay
their workers higher wages because they have minimal profit
margins themselves as a result of pressures from further up the
chain. However, it could be quite feasible for Northern retail-
ers to add a tiny amount to the sales price of garments with
little hardship to consumers and great benefits to producers
(McCormick and Schmitz, 2002). This type of analysis has
been used to great effect by those involved in fair or ethical
trade initiatives who monitor corporate investment and mar-
keting practices, particularly of transnational corporations
(TNCs).11

One final note on the micro-evidence presented here.
Since the unit of analysis is not the country as a whole, the
micro-findings do not provide an aggregate account of net
overall gainers and losers. Instead, they provide a partial, con-
text-specific picture. However, when analysed in combination
with related macro data – as in the horticulture case presented
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in Chapter 2 – they can present an in-depth yet generalisable
picture. By tracing the impact of trade on different categories
of the working poor in the informal economy, using recent
micro data and concrete examples, we hope to contribute to a
better understanding of the ‘enterprises’ channel of the
Winters analytical framework. More importantly, we hope to

Box 8 Using Value Chain Analysis to Trace
Profits and Benefits

Tracing profits: In the case of coffee in Uganda, one value
chain study interviewed many suppliers along the chain –
the farmers, the millers and the exporters – to trace the
rising price of coffee beans as they made their journey
from the farmer’s trees to the jars sitting on supermarket
shelves (Oxfam, 2002b). If the beans had ended up in a
US supermarket, the farmer would have received only 4.5
per cent of the retail price of the coffee. In the case of UK
markets, the farmer received just 2.5 per cent of the retail
price. 

Tracing benefits: In the case of the garment sector in
Thailand, two case studies investigated the access of
different categories of workers to social protection. One
chain involved lingerie production in large urban factories
for export to North America and Europe; the other involved
home-based production of jackets and women’s clothing
for middle level export markets in Europe. As a woman
moves down the chain of production from being a regular
worker in a registered factory to being a homeworker, it
becomes less and less likely that she will obtain social
protection from either her employer or the government.
Even in those contexts where she is entitled to social
insurance benefits, it is hard for her as an individual
worker, without the backing of an organisation, to
guarantee that she receives them (Lund and Nicholson,
2003). However, “the cases also show that a small, home-
based workshop in a rural province can also – like large
urban factories – provide its workers with social insurance
benefits through the SSO (national Social Security
Organisation) if the homeworkers are organised” (ibid:99).
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identify the conditions under which trade works for and
against the welfare of specific groups of the working poor. To
answer the central question posed by Stiglitz – namely, which
policy prescriptions would lead to the kind of growth that will
improve the welfare of the poor – is not straightforward or easy
and will require additional such analyses based on both macro
and micro data and the use of both statistical and qualitative
techniques.

Trade and Employment

Those who support trade liberalisation tend to stress that it
generates economic growth and creates jobs that can be of
benefit to the poor and to women in particular. Those who are
against trade liberalisation stress that it destroys jobs – espe-
cially of the poor and women – and that even if jobs are cre-
ated they exploit the workers concerned and do little if any-
thing to contribute to growth and poverty reduction. Even if
one assumes that trade liberalisation leads to growth, the
impact on employment is not straightforward as some patterns
of growth are capital-intensive rather than labour–intensive. 

The analysis is further complicated by the fact that the poor
earn their livelihoods through both self-employment and wage
employment, each of which is impacted differently by these
processes. While wage workers are affected by changes in
employment and wages, the self-employed are affected by
changes in markets and prices. In reality, it is difficult to deter-
mine the net overall impact of trade and/or growth on employ-
ment because outcomes vary considerably according to employ-
ment status, economic sector and gender.

What follows here is an analysis of commonly-observed
effects of trade liberalisation on women’s employment, partic-
ularly in the informal economy. The analysis begins with a dis-
cussion of two sets of common scenarios: 

• the first set relates to the quantity of employment generated;
and

• the second set relates to the terms and conditions of the
employment generated. 

The complex interplay of these two sets of possible effects will
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then be examined by looking at trends in: (a) women’s employ-
ment in three major economic sectors – manufacturing, agri-
culture and services; and (b) international migration, includ-
ing why international migrants should be seen as a major cate-
gory of the global informal workforce.

Admittedly, the following analysis will seem quite pessim-
istic. This is because we simply cannot say how many jobs and
opportunities have been created, either in absolute terms or
relative to those that have been destroyed or to the number of
jobs needed to employ the growing working age population.
This is also because we draw on the first-hand knowledge and
experience of members of WIEGO and the wider movement of
informal workers (see Chapter 4) who have studied or worked
with specific groups of the working poor, some of whom have
suffered a disproportionate share of the costs associated with
trade liberalisation.

Quantity of employment

The empirical evidence on trade and employment, or even
growth and employment, is ambiguous at best. Also, many of
the existing studies on the labour market effects of trade or
growth deal only with the manufacturing sector, and then too
only with formal wage jobs, making it difficult to draw con-
clusions about overall employment effects. However, three
broad patterns have been identified. Trade and/or growth can
either:

• create enough jobs and other employment opportunities to
keep up with growth in the working age population; 

• create an insufficient number of jobs or employment oppor-
tunities to keep up with the growth in the working age pop-
ulation;12 or

• lead to a loss of jobs or other earning opportunities.

The fact that all three patterns may occur within a given coun-
try, depending on the nature of growth in different sectors,
complicates the analysis of the net aggregate impact. The
experience of the fast-growing Asian economies, including
Hong Kong, Singapore and Taiwan, shows how sustained long-
term growth can expand employment, reduce unemployment
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and raise productivity and wages. This can, in turn, reduce
poverty and inequality. Such growth was led by small-scale
agriculture in Taiwan and by labour-intensive export manufac-
turing in Hong Kong and Singapore (UNDP, 1996). 

However, economic growth does not necessarily create as
much employment as might have been expected or enough to
match growth in the working age population (Unni, 2002;
Desai and Das, 2004). This has happened, for example, in
India (see Box 9). Economic growth has also outstripped

Box 9 India: An Example of Growth without
Increased Employment

During the 1990s, India enjoyed a growth rate in GDP of
about 6.5 per cent per annum. This consistent growth
sustained the reduction in headcount poverty that began
in the mid-1980s (Deaton and Dreze, 2002). However, a
recent Task Force on Employment Opportunities set up by
the Planning Commission in India in 2001 pointed out
that even a continuation of the GDP growth at this rate is
not likely to bring about a significant improvement in the
employment situation. This is because much of the growth
has been capital-intensive (in the manufacturing sector) or
information-intensive (in the service sector) rather than
labour-intensive. Also, some of the growth has been
associated with informal rather than formal wage jobs. 

As a result, the – already large – proportion of the Indian
workforce that is in the informal economy has continued
to grow. Without an appropriate policy environment, it is
difficult for the benefits of economic growth to reach these
categories of workers. For example, the policies that have
spurred the rapid vertical growth of the food industry in
India, involving heavy investments and associated
technological modernisation, are essentially aimed at large
corporations. No serious attention is being paid to small-
scale and micro-businesses, which account for more than
75 per cent of those employed in the industry and provide
employment for large numbers of women (ILO, 2003). 
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employment growth in recent years in South Africa, although
it is not clear how much of informal employment is captured
in employment figures there and how much remains ‘disguised’
as unemployment.

Finally, and most problematic of all in terms of poverty
reduction, there is the fact that economic reforms are associ-
ated, in some sectors and countries, with the contraction or
destruction of jobs and other economic opportunities. While
the net overall impact in terms of the creation versus the
destruction of jobs and opportunities is not known, it is impor-
tant to understand how, when and where the contraction and
destruction take place.

First, as noted earlier, technological change associated with
trade liberalisation can lead to the destruction of waged jobs
when unskilled workers are replaced as a result of the intro-
duction of capital-intensive technologies. For example:

In India, many large international companies, bringing
mechanised technologies, have recently entered the construc-
tion industry under the global tendering requirements of the
World Trade Organization. The Government of India has res-
ponded by assisting Indian companies to compete through
upgrading their own technological capabilities. The net result
is a significant displacement of unskilled labour, particularly of
women who have traditionally been deployed in soil digging
and brick carrying (Jhabvala and Kanbur, 2002). 

In the coir industry in Sri Lanka, export promotion policies,
including the supply of coconut husks, have led to a shift to
mechanised units owned by men with access to credit and
away from manual units operated by women with little access
to credit (Bajaj, 2000).

Second, competition from inexpensive imports can under-
mine the domestic market for many micro-enterprises and own
account operations (see Box 10). Third, in many countries,
governments have actively encouraged foreign investment to
process local raw materials/natural resources for export in order
to earn foreign exchange. This is often done without any con-
sideration for the impact on the domestic economy and on the
thousands of informal enterprises and smallholders. 

A related concern is that of the loss of potential economic
benefits in rural communities through the appropriation of
intellectual property rights by foreign companies. Under the 
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Trade Related Intellectual Property Rights (TRIPS) Agreement
of the WTO, it is now possible for corporations and others to
patent life forms if they have been altered in some way for new
and innovative uses. This has resulted, for instance, in the
patenting of brazzein, a substance found in a West African
berry and which is 500 times sweeter than sugar, by American
researchers with no plans to share the estimated $100 billion a
year worldwide market with the communities in which it was
found (Kaihuzi, 1999). Protecting communities’ rights over
their traditional knowledge would benefit women in particular
since they play a key role in preserving and enhancing genetic
resources (Appleton et al, 1995).

Box 10 Job Loss Due to Inexpensive Imports

With trade liberalisation, many micro-enterprises and own
account operations can lose out due to competition from
inexpensive imports. For example, 

• In many African countries, small-scale oil processing
plants have closed owing to competition from imports
of cooking oil from South-East Asia (ACGD/WIEGO,
2002).

• In India, an estimated 3 million jobs have been lost 
as a result of the closure of small oil mills producing
mustard seed oil following the influx of cheap soya-
based cooking oil from North and South America. In
addition to the destruction of jobs, this shift prevents
consumers from using the cooking oil of their choice
(Shiva, 2000).

• In Mexico, maize production fell following the North
American Free Trade Agreement (NAFTA), leading to an
estimated loss of almost 1 million livelihoods (Madeley,
2000). 

• In Zimbabwe, the import of clothing from Asia
effectively wiped out the domestic manufacturing of
clothing, done mainly by women workers (Carmody,
1998).
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Finally, it is important to note that corporate business prac-
tices – not just economic trends or policies – have been
another cause of the contraction of existing waged jobs, notably
when employers decide to trim the size of their core workforce
and maintain a ‘reserve army’ of peripheral workers to meet
peak periods of production or specialised orders.

The effects of trade and growth on employment are thus
clearly multifaceted, making them difficult to measure or pre-
dict. Furthermore, in some countries, even if economic growth
is associated with employment growth, population growth may
outstrip employment growth, making the effect on the aggre-
gate rate of employment more difficult still to predict. A recent
study on the effects of NAFTA on women and men’s employ-
ment illustrates the complexities involved in understanding
employment effects (see Box 11).

Box 11 NAFTA’S Impact on the Female Workforce
in Mexico

A study of the impact of the 1994 North American Free
Trade Agreement (NAFTA) on Mexico looked specifically at
the processes of liberalisation and structural reform on the
labour force, and especially on the female labour force. It
found that, as a result of changing economic and social
conditions during the years prior to and following the
signing of NAFTA, women joined the labour force at a
faster rate than men. However, women’s jobs tended to be
low paying, in services and in the informal economy. The
growth in women’s employment did not necessarily lead 
to an improvement in their living standards. Women found
more jobs in the vegetable and fruit export sector in
agriculture but, with an increase in working hours and in
employment on a piecework basis, their general labour
conditions often worsened. 

In addition, while women’s employment in the
maquiladoras (or in-bond processing export industry) grew
in absolute terms, it fell in relative terms. Men took many
of the new manufacturing jobs created in the
maquiladoras due both to push factors, as employment 
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In sum, while there is a growing concern about those who
become unemployed as a result of trade or other macro-
economic trends and policies, much less attention has been
paid to those who lose their source of livelihood or those who
remain in or join the informal economy. What follows illus-
trates the ways in which the working poor are absorbed into
the global workforce and on what terms and conditions.

Terms and conditions of employment 

We provide concrete examples in this section of three com-
mon ways through which the working poor, especially women,
are inserted into the global workforce. Each of these common
scenarios indicates that, while new economic opportunities are
being created, the terms and conditions of employment gener-
ated often mean that the working poor may not be able to take
advantage of them or may not benefit fully from their involve-
ment.

The three common scenarios are:

1. Creation of new jobs – but without rights and benefits;

2. Opening up of new markets – but with unequal access and
competitiveness;

3. Increased risk and uncertainty – but without adequate pro-
tection.

The first two scenarios relate to the nature and the quality of

Box 11 (continued)

opportunities were limited outside the sector, and to pull
factors, as the industry and companies began to value
higher-skilled workers. In 1988 women had 63 per cent of
the jobs in the maquiladoras, but by 1997 their share had
fallen to 58 per cent. Women were forced to look for other
types of employment, often accepting lower wages and
poorer labour conditions. Jobs in the informal sector
increased greatly, with a larger share of the female
workforce (41%) than the male workforce (37%) 
employed in this sector. 
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economic opportunities associated with economic reforms.
The third relates to generalised effects commonly associated
with economic reforms, seen from the perspective of the work-
ing poor in the informal economy.

Scenario 1. Creation of new jobs – but without rights and
benefits 
While trade liberalisation has provided jobs to large numbers
of people in developing countries, available evidence suggests
that women are concentrated in low-technology manufactur-
ing where wages and benefits are relatively low and working
conditions are generally poor. According to official agreements
in many countries, employment in assembly factories in EPZs
is not subject to government regulation, with the result that
national labour laws are often not adhered to, hygiene and
safety fall short of international standards, working conditions
are harsh, benefits are not paid and overtime is often man-
datory (Gammage et al, 2002). Also, due more to business
strategies than to policy design, industrial outwork or home-
work falls outside of government regulation and is associated
with the lack of labour standards, worker benefits and protec-
tion.

Evidence suggests that in countries that have large supplies
of labour relative to national demand and high rates of unem-
ployment or under-employment, wages may not rise as a result
of expanded production and increased exports. In the garment
industry in Bangladesh, for example, real wages for the lowest
skilled workers declined by 28 per cent between 1990 and 1997
even as value-added per worker rose over the same period
(Bhattacharya and Rahman, 1999). By contrast, in countries
where the supply of labour is not so abundant, wages are more
likely to increase. For example, since 1985 Mauritius has expe-
rienced an expansion of employment opportunities, particu-
larly in its EPZ where wages rose consistently between 1985
and 1995 (World Bank, 1995b; ILO, 1996). Given the overall
growth in employment opportunities in the country, the EPZ
faced labour shortages and high turnover rates and, in
response, increased wages to attract higher-skilled labour and
improve the retention rate (ibid). 

Similarly, in sectors where workers’ bargaining power is
weak and where collective contracts are not negotiated,
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“workers are less likely to be able to capture some of the gains
from these increased export revenues” (Gammage et al, 2002:
20). The latter is the case both in EPZs, where workers are typ-
ically not allowed to unionise, and (more so) for homeworkers,
who remain isolated and have little (if any) bargaining power.

Scenario 2. Opening up of new markets – but with
unequal access and competitiveness
Trade liberalisation and growth are offering new economic
opportunities through the opening up of export markets.
However, this often takes place in the absence of a level play-
ing field in terms of market knowledge, access and competi-
tiveness. The smaller and more remote an economic unit is,
the less likely it is that the owner or operator will know about
new market opportunities or have direct access to them. Even
with knowledge or access, small and remote enterprises are less
able to compete effectively than larger, more strategically-
located enterprises. This disadvantaged status translates into
either of two outcomes:

Vegetable vendor, Kenya
MARTHA CHEN

MAINSTREAMING INFORMAL EMPLOYMENT AND GENDER IN POVERTY REDUCTION

88



• lack of access to or competitiveness in global markets; or

• integration into global markets on dubious terms.

(a) Lack of access to or competitiveness in global markets:
There are a great many barriers that constrain own account
operators and micro-entrepreneurs from linking with global
markets and, in general, women face more constraints than
men do (see Table 8).

For the main part, these barriers relate to:

• exclusion from factor markets and lack of access to land,
credit, training, technology, infrastructure and information
on markets and prices and other economic inputs that are
necessary for integration into the global economy;

• lack of organising into co-operatives or associations; 

• lack of voice and representation; and

• lack, in the case of women, of mobility (cultural restric-
tions) and time (domestic responsibilities).

The lack of a conducive policy and regulatory environment for
micro-enterprises can also exclude entry to export markets.
These barriers are to be found in all sectors: agricultural, man-
ufacturing and services (including ICT-related businesses such
as ‘telekiosks’).13 They also serve to constrain women wishing
to increase productivity/quality to meet higher standards in
export markets, diversify into new products in order to enter
export markets or set up an export business for the first time. 

(b) Integration into global markets on dubious terms: At the
same time, many own account workers are being absorbed into
export-oriented production – often without their knowledge or
against their will – and on terms that are not entirely
favourable to them. This is happening, for example, with many
forest workers who earn their living from gathering and selling
non-timber forest products (NTFPs) such as medicinal plants,
mushrooms, nuts and spices. By definition, these workers live
in remote areas and can only link with markets – even domes-
tic ones – through a chain of middlemen. As the demand for
such products is growing in global markets (there are now 150
NTFPs of major significance in international trade), there is
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Table 8: Levels of Mutually-reinforcing Constraints on Female Micro-enterprises

Enterprise Constraints Macro-level Household Level At Level of Individual 

Resources and property Unequal inheritance laws, Male appropriation Lack of individual 
inequality in marriage of household/family property 
contract and community property 
access to land 

Income Legal systems that treat Male appropriation Lack of control over 
women as dependants of incomes income 
rather than individuals, 
also reflected in tax and 
benefit systems  
Lack of public welfare Female responsibility Prioritisation of 
provision or recognition for family provisioning investment in 
of costs of reproductive and male withdrawal household 
services of income 
Low female wages Low incomes for 

investment 

Credit Financial system discriminating Male appropriation of Lack of collateral 
against women credit

Skills Lack of opportunities for Lack of investment in Lack of confidence and 
apprenticeship female education and ability to enter new areas 

skill acquisition of activity 
Gender-stereotyped training Low valuation of 
and education that female skills 
devalues women
Discrimination in access 
to education system and 
training 

Marketing Lack of access to marketing Concern with family  Lack of information 
support honour and restrictions   and networks 

on female mobility 
Lack of marketing support 
for female-dominated 
industries 
Harassment of female 
informal sector workers 

Labour Unwillingness of men to work Limited claim to unpaid Lack of networks and 
under a woman entrepreneur male family labour authority 

Women’s responsibility  Lack of time 
for unpaid family labour

General underlying Institutionalised Opposition to female 
constraints on change discrimination and violence independence and Lack of autonomy 

autonomy 
Lack of women’s participation Domestic violence Lack of confidence 
in decision-making

Source: Mayoux, 2001



increasing interest on the part of foreign companies in com-
mercialising these commodities (IIED, 1997). One example is
shea nuts in West Africa (see Box 12).

Scenario 3. Increased risk and uncertainty – but without
adequate protection 
Insertion into the global economy is associated with three
broad types of risks for the working poor: 

• fluctuations in the level of work and income;

• changes in the terms and conditions of work;

• sudden loss of work. 

(a) Fluctuations in the level of work and income. This risk is
associated with the fluctuation in and the seasonal nature of
global demands for goods and services. To offset these factors,
companies or employers often opt to retain a contingent work-
force of ‘long-term seasonal’ workers – who are temporarily dis-
missed and then rehired to match increases in the demand for
goods – or to sub-contract work to suppliers who, in turn, pass
on the uncertainty and risk to units and workers further down
the chain. 

Box 12 Joining Global Markets on Unfavourable
Terms

In the case of shea nuts in West Africa, there is a growing
and profitable market for processed shea butter in Europe,
North America and Japan for use in cosmetics and, more
recently, in chocolate manufacture. While demand for shea
butter is growing in the North, with a consequent rise in
the final price in Northern markets, women who collect
shea nuts are often totally unaware of this trend and
continue to sell to their existing brokers/middlemen who
then supply the nuts into the ever more profitable global
markets, as well as continuing to supply domestic and
regional markets. Thus, women shea nut collectors are 
now integrated in global value chains but without any
knowledge of these chains or their position and rights
within them, and without any means of exploiting more
profitable markets to their own advantage.
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(b) Changes in the terms and conditions of work. The work-
ing poor face the risk of having to shift to more disadvantaged
forms of work, even within the same sector of the economy.
For example:

• In the case of export-oriented manufacturing, women –
who were the early winners in the globalisation process –
are now beginning to lose out. They are losing hold in fac-
tory production, both in terms of jobs and work-related
benefits, and are increasingly reliant on industrial outwork
or homework in the same sector or marginal own account
activities in other sectors, such as vending.

• In the case of the export of primary products or commodi-
ties, many smallholders have had to forego their independ-
ence and become dependent on very uncertain wage work
as casual labourers. These include smallholders in Asia who
now work as contract workers for multinationals producing
baby corn and other vegetables for export (Shiva, 2000;
Thai Development Newsletter, 1998); and women who used
to have their own fish smoking and marketing businesses in
Africa but are now dependent day labourers in export-
oriented fish-processing plants (set up by foreign investors
encouraged by local government policies). Many of these
women must wait for two or three days at factory gates to
obtain work (Carr and Chen, 2004). 

(c) Sudden loss of work. There is a risk of a sudden loss of
employment due to the ease and speed with which capital can
move the location of production within and between coun-
tries. For example:

• The long-term security of jobs in the information-based
industries is causing concern as they become increasingly
‘footloose’ or mobile in nature, with firms seeking the low-
est wages across countries and continents. For instance,
recent evidence suggests that some data entry work is mov-
ing from India (with relatively high wages of $1,250 per
annum) to countries in Africa such as Ghana (with rela-
tively low wages of $480 per annum).

• New technologies – such as the bar code – have facilitated
what is called ‘lean retailing’ and ‘just-in-time’ production
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in the textile and garment industry. To meet the demand for
‘just-in-time’ production, companies have shifted produc-
tion to the periphery of Europe and the United States, leav-
ing thousands of workers in Asia and elsewhere without
jobs or even severance pay. For instance, The Limited, the
manufacturer of Victoria’s Secret underwear, recently
opened a plant in Mexico. Despite the fact that wages are
three times higher in Mexico than in Sri Lanka, it was more
economical to produce in Mexico because of savings in
time, transport costs and duties. In fact, there has been a
steady reduction in apparel imports from Asia to the US
from 83 per cent of the total in 1980 to 41 per cent in 1996.
Not only is it cheaper and quicker to operate within the
Western Hemisphere, but it also allows US textile manu-
facturers to supply the bulk of the fabric, something they
cannot do with Asian suppliers (ILO, 1998).

Illustrative cases 

The following section outlines the complex interplay of these
common scenarios in three major sectors of the economy –
manufacturing, agriculture (including horticulture) and serv-
ices – and in international migration, from the perspective of
women workers, particularly those in the informal economy.

Manufacturing sector 
The current wave of globalisation is associated with a dramatic
increase in the share of manufactured goods in total exports
from developing countries: from 24 per cent in 1970 to 66 per
cent by 1999 (World Bank, 2001). A related fact is the massive
creation of jobs in export-led manufacturing in developing
countries – particularly in South-East/East Asia and in Central
and South America. Starting in the 1960s, this was encouraged
through the creation of EPZs, which offered incentives to
foreign corporations in terms of tax holidays, cheap labour
rates and lack of unionisation of the workforce. Estimates for
the mid-1990s suggest that perhaps 27 million jobs had been
created in these zones – of which 70 to 80 per cent were for
women – mainly in labour-intensive industries such as gar-
ments, footwear and electronics (ILO, 1998). In addition to
EPZs, a sizeable share of global manufacturing is sub-con-
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tracted to domestic companies, many of which further subcon-
tract to homeworkers, most of whom are women.

Informality of women’s employment in manufacturing: While
export-led industrialisation has created new jobs for women in
many countries, the quality of this employment has been ques-
tioned. Typically, wages are very low, working conditions are
poor, written contracts are rarely involved and workers are
unlikely to receive any benefits such as health insurance or
leave (maternity, sick or annual). Young women are preferred
because they are seen as docile and unlikely to take union
action and agitate for improved wages and working conditions.
Yet employers who express a preference for young women in
factory jobs normally terminate employment once a worker
gets married or becomes pregnant. Furthermore, employers are
turning towards hiring labour on a contingent basis, whereby
workers can be hired and fired without prior notification or
temporarily dismissed with each production lull and rehired to
meet production deadlines. The position of homeworkers in
export-oriented production is even more precarious as they are
more isolated than factory workers and have a more tenuous
link with their employer (see Box 13). 

Defeminisation of employment in manufacturing: In recent
years, there are signs that some markets for labour-intensive
products produced in export-oriented industries are becoming
flooded and highly competitive. Large corporations have dealt
with this in two ways: by moving across borders in search of the
cheapest labour and thus promoting a ‘race to the bottom’ that
drives wages ever lower and increases the insecurity of work; or
by diversifying into higher technology and higher profit mar-
kets. With the switch from working ‘harder’ to working
‘smarter’, there is evidence that export manufacturing is being
defeminised in certain sectors and certain countries as compa-
nies hire men for the higher-skilled jobs. While women tend to
be concentrated in low technology manufactures, men tend to
be concentrated in higher-technology manufactures (Fleck,
2001; Mehra and Gammage, 1999).

For example, in Malaysia, the proportion of women workers
in EPZs fell from 75 per cent in 1980 to 54 per cent in 1990
(Joekes, 1999). And, in Mexico, the proportion of women in
maquiladoras fell from 77 per cent in 1982 to 60 per cent in 
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1990 (Ghosh, 1995) and to 58 per cent in 1997 (UNIFEM,
2000), while the proportion of women in the export sector as
a whole fell from 45 per cent in 1991 to 35 per cent in 1993
(Ghiara, 1999). In Mexico, this is due not only to the require-
ment of higher skills, which men are more likely to have, but
also to the lack of sufficient employment opportunities else-
where in the economy (see Box 11).

Agriculture 
While Africa has largely been excluded from export-led indus-
trialisation – mainly because it is more abundant in land than
in unskilled labour – it has become incorporated in global
value chains of a different type: those involving agricultural
exports, including non-traditional agricultural exports (NTAEs)
such as fresh fruits and vegetables and cut flowers aimed
mainly at the European markets. The effects on the working
poor, especially women, are perhaps more complex than in

Box 13 The Precarious Position of Homeworkers

Almost without exception, homeworkers are paid less than
informal factory workers and receive no benefits from their
employers (who in any case often hide their links to 
such workers in an intricate network of contractors and
sub-contractors, thus divorcing themselves from any
responsibilities). Typically, homeworkers are at the lowest
end of the production chain, receiving less than 10 per
cent of the total sale price of what they produce and
lacking the means to redress the balance of power and
returns. Further, as noted earlier, they typically have to
bear the non-wage costs of production, including work-
space, equipment and utilities. This has been shown by
recent research in seven countries in Asia (Bangladesh,
China, India, Pakistan, the Philippines, Sri Lanka and
Thailand) as well as Bulgaria and the UK (Hurley, 2004).
In China, women homeworkers are even expected to pay 
a down payment amounting to one month’s income to the
agent who gives them work (ibid). Homeworkers also often
have to absorb the temporary costs associated with
delayed payments.
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manufacturing because of the need to distinguish between
smallholders and labourers and between those who grow food
crops as opposed to cash or export crops – and between women
and men within each of these categories. 

Smallholder agriculture: Smallholder agriculture in sub-
Saharan Africa is often highly segmented by gender.
“Typically, but not exclusively, women are engaged in the pro-
duction of domestic staples, or in processing and sale of domes-
tic foodstuffs in national markets whereas men focus their
activities primarily on cash crop production” or export produc-
tion (Gammage et al, 2002:33). Also, almost without excep-
tion, “women seem to have access to smaller and less numerous
plots with more precarious usufruct rights” (ibid: 34). Available
evidence suggests that, as the volume of agriculture products
that is traded increases, less land is available for domestic and
household production, with the result that food security and
women’s control over agricultural production is undermined.
Furthermore, the likelihood that women can increase their
output and gain from trade or price liberalisation is constrained
by their lack of access to credit, storage and transport facilities
(Baden, 1998). In some countries, women may find alternative
job opportunities in agriculture as labourers in the production
of export cash crops on their husbands’ or relatives’ land or as
seasonal or contract workers in the production of NTAEs
(Seguino and Grown, 2002; Carr, Chen and Tate, 2000). 

Horticultural labourers: “Over the last few decades there has
been a rapid increase in the trade of fresh products, which can
now be sourced from around the world…. In sub-Saharan
Africa, horticultural exports have doubled since 1980, and in
1996 they exceeded the region’s exports for coffee, cotton and
all other individual commodities other than cocoa” (Lund and
Nicholson, 2003:25). Women represent up to 90 per cent of
the workforce of this fast-growing sector (UNDAW, 1999). In
many ways, these chains replicate the labour-intensive manu-
facturing chains in Asia and Central America, with large cor-
porations dominating and with women working on large-scale
‘factory’ farms at very low wages, in bad working conditions
and without benefits of any sort (see horticulture case study in
Chapter 2). 

In fact, the terms of inclusion of women workers in these
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horticultural chains are perhaps worse than those of women
workers in manufacturing chains for two reasons. First, as
noted earlier, for all but a small proportion of (mainly male)
workers, employment is seasonal or temporary as employers
attempt to reduce costs and their contractual commitments to
workers – and women comprise the majority of temporary or
seasonal workers. Second, the health risks involved in horti-
culture production (including the use of toxic products with-
out protective clothing) are higher than in the garment and
other labour-intensive manufacturing industries (Lund and
Nicholson, 2003). Consumer pressure in the North, however,
is forcing supermarkets to buy from growers who take measures
to reduce health risks and are more environmentally sound
(Dolan and Tewari, 2001; Barndt, 1999).

Service sector  
One distinguishing feature of the present wave of globalisation
is that countries have become increasingly connected through
trade in ‘digitised’ information. With increased digital process-
ing of information, it has become possible – and generally cost-
effective – to transfer information processing work to offices
and work units that are remote from main premises, within and
across national boundaries. Like manufacturing, the growth of
the service industry seems to be female-led in many countries
(UN DAW, 1999; Gammage et al, 2002). In some developing
countries, women represent the major share of recruits to this
globally distributed work (Mitter, 2003).

For example, the global digital economy is recruiting large
numbers of young women to work in call centres. But, as with
manufacturing, service jobs are often ‘informalised’ as they are
exported and governments are setting up EPZs for data pro-
cessing, which means that many services jobs are associated
with poor working conditions and low wages (White, 2001). In
call centres, most contracts are short-term and unionisation is
discouraged. Although more skills are required in this sector
than in manufacturing and NTAEs, women still tend to be
clustered in the low-skilled end of the hierarchy with little
chance of career progression. For instance, they are more likely
to be employed in data entry and customer care centres than
in the software sector. Initially, data entry was considered
promising work for women: all of the workers in ‘digiports’14 in
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Jamaica are women, and the majority of data entry jobs for air-
lines, banking and insurance companies in India are filled by
women. However, technological changes could lead to ‘defem-
inisation’ in the service sector, as in the manufacturing sector,
if women do not have the necessary training and skills to
adapt. Data entry jobs are also becoming ‘footloose’: that is,
companies have begun to shift the site of call centres from
Asia, notably India, to Africa, presumably in the interest of
lowering labour costs (as noted earlier).

International migration 
There is a nexus between international migration and informal
employment. Since international labour mobility has not been
liberalised, many migrant workers remain irregular. At the
same time, since employment relationships have been liberal-
ised, most low-skilled migrant workers – even those who emi-
grate through legal channels – end up working under informal
employment relationships: without a secure contract, workers’
benefits or social protection.

The migration of workers from developing countries to
developed countries has been on the rise for a number of years.
In Organisation for Economic Co-operation and Development
(OECD) countries, the number of migrant workers from devel-
oping countries is estimated to have more than doubled
between 1988 and 1998: from 8.4 to 17.3 million (OECD,
2003).15 Moreover, a large share of reported migrants moves
from one developing country to another. The full global mag-
nitude of this phenomenon, like the other phenomena we
have been discussing, is hard to ascertain. It is estimated that
there are over 80 million economically active migrants around
the world today, of whom some 28 million are in the develop-
ing regions (ILO, 2004b). 

The forces driving migration are many and complex, but it
is widely recognised that lack of employment and decent work
as well as increasing differences in wage levels between coun-
tries help explain a large share of contemporary international
migration (ibid). It should be noted that migration is driven
not only by push but also by pull factors. While many workers
migrate in search of better jobs and higher wages, employers
often prefer to hire migrant workers in order to reduce labour
costs, avoid the demands of organised labour or have them
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undertake work that nationals are no longer willing to do. For
example, in developed countries, companies hire immigrants
(even those without legal status) for jobs that cannot be out-
sourced overseas, such as in restaurants, hospitals and farms;
and households often hire immigrants as domestic workers. 

Women account for a large proportion – probably nearly
half – of international migrants (ILO, 2004b). While many
women migrants enter other countries for the purpose of unit-
ing with their families, especially in more developed countries,
more and more women are migrating on their own to earn
money for their families back home. For example, in Asia,
hundreds of thousands of women emigrate each year in both
unskilled and skilled occupations, mainly in domestic service
and entertainment and, to a lesser extent, in nursing and
teaching (ibid). Recent estimates suggest that each year about
100,000 women leave Asia’s developing countries to work in
its newly industrialising countries as domestic servants and
hotel workers, and another 75,000 leave to work in Australia,
Canada, Western Europe and the USA as nurses, service
industry workers and domestic servants (Seager, 2003).

Those migrant workers who enter other countries legally do
so through one of three channels: as permanent migrants
(primarily highly-skilled migrants), as temporary migrants
(commonly known as ‘guest workers’) or as temporary migrants
for time-bound employment (i.e. seasonal workers). An esti-
mated 10–15 per cent of migrants, however, are ‘irregular’,
having entered other countries without legal authorisation.16

The well-being of migrant workers relates not just to
whether they have a clear and secure legal status but also to
the nature of the work they find, whether the work generates
a sufficient income and whether they have access to social
services and social protection. Other than the high-skilled pro-
fessionals, migrant workers tend to be concentrated at the bot-
tom of the occupational scale. Even if they enter the country
through legal channels, they tend to end up doing what are
referred to as ‘3-D’ jobs: dirty, dangerous or otherwise difficult
(ILO, 2004b). They are not likely to be unionised or to fall
under the protection of labour legislation or labour inspec-
torates. They also tend to occupy temporary jobs, which are
the first to be closed down during periods of economic reces-
sion. Irregular migrants are extremely vulnerable to exploita-
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tion of various kinds (see Box 14). And women migrants,
whether temporary or irregular, have special difficulties secur-
ing basic rights as workers and are even more vulnerable to
exploitation.

In principle, all regular migrant workers in developed countries
should have access to basic education and emergency health
care. But other entitlements may be linked to employment and
contributions to social security benefits. And the level and
quality of services and benefits available vary greatly among
and within countries. Also, immigrants are often not aware of
what they are entitled to or how to access services and bene-
fits. Of course, irregular immigrants are the most vulnerable in
this regard. Further, the lack of legal recognition of countless
migrant workers around the world means that they are not able
to engage in the civic and social life of their new communities. 

Box 14 Examples of Migrants’ Vulnerability to
Exploitation

• In British Columbia, Canada, farm workers are excluded
from important labour laws. Eighty per cent of farm
labourers are from India (of which 75 per cent are
women) – mostly recent immigrants. They are hired by
contractors (mainly Indian men), work long hours on
low piece rates and are often cheated out of overtime
pay (Oxfam, 2004).

• In the UK, a government investigation in 2003
revealed that contractors are illegally charging
immigrants high recruitment fees to work excessive
hours, picking fruits at piece rates below the minimum
wage (ibid).

• More recently in the UK, the deaths of 19 Chinese
immigrants working as cockle pickers led to widespread
questions being raised about the circumstances of
immigrant workers in general (Economist, 2004).
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The Changing Nature of Work 

While our analysis has focused on the ‘downside’ of economic
integration, there are clearly both winners and losers in the
process of economic integration and economic reforms, even
among the working poor. What is also clear is that the world
of work itself being changed because of these economic
processes. In what follows, we focus on three key dimensions of
the changing nature of work and on the consequences of these
changes for working poor women and men in the informal
economy:

• the place of work; 

• the employment status of individual workers; and 

• the production system.

The place of work 

The conventional view of ‘the work place’ is of a factory, shop
or office. Yet more and more people, especially in the informal
economy, are working in non-standard work places. In India,
for example, the 1999–2000 Informal Sector Survey of the
National Sample Survey Organisation found that 36 per cent
of informal enterprises were home-based and 22 per cent had
no fixed location; only 42 per cent of informal enterprises had
a designated business place, and of these 6 per cent were in
temporary structures (Unni and Rani, 2003b). The following
classification (adapted from ILO, 2002b) distinguishes
between the different non-standard locations of work: 

• Dwellings:
own dwellings (at home) 
client’s or employer’s home
attached or adjacent to dwellings

• Open Spaces:
street adjacent to home
street
door to door
construction sites
agricultural areas, including pastures and forests
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• Unregistered Premises:
workshops
shops

Each place of work is associated with specific costs, risks and
benefits. Consider, for example, home-based work.17 For some
women workers, there are advantages to working at (or near)
home as this can be combined with domestic chores as well as
child care, and the home may be seen as a safe place to work.
However, home-based workers often have to interrupt their
paid work in order to look after a child or cook a meal, and this
is likely to lead to lower productivity. Moreover, home-based
work may increase vulnerability as the producer or worker is
less visible and not usually legally recognised. This is likely to
undermine her capacity to claim any social protection meas-
ures or other benefits for which a worker may be eligible.
Further, home-based workers are harder to reach and organise
than those who work in small factories or even those who work
on the streets (Lund and Unni, 2004). 

Many informal workers, particularly in urban areas, live in
informal settlements or low-income housing and often do not
have title or legal ownership rights to the house they live in.
Security of tenure is directly related to income security for
people working at home, whether self-employed or industrial
outworkers. The amount of space that can be used for work and
for storage, the cleanliness of the home and access to electric-
ity influence the type and amount of work that can be under-
taken (ibid). In one study in India, low-income women who
lived in dilapidated shelters on the streets reported that they
would like to undertake piece-rated garment work at home,
but no one was willing to give them this work because of the
condition of their homes (Unni and Rani, 2003b). Where
would they store the raw material and finished products? In
spite of their having the rudimentary skills needed to under-
take garment work, they had to resort to work as casual labour-
ers or as garbage pickers, living off what they could collect and
sell from garbage dumps (ibid). 

Around the world, a large and perhaps growing share of the
informal workforce operates on streets and sidewalks and in
public parks, outside any enclosed premise or covered work-
space. This includes not only those street vendors who sell
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goods but also a broader range of street workers who sell serv-
ices and produce or repair goods. In Kenya, the Swahili term
jua kali – which means ‘under the burning sun’ – is the tradi-
tional name for the informal economy. This is because so many
informal activities, not just street trade, take place in the open
air (King, 1996).

Even when used in the narrower and precise sense of infor-
mal traders who sell goods from the street or outside, street
vending is a large and diverse activity: from high-income ven-
dors who sell luxury goods at flea markets to low-income ven-
dors who sell fruits and vegetables alongside city streets.
Vendors also work under a number of quite different economic
arrangements: some are truly self-employed and independent,
others are semi-dependent (e.g. agents who sell products for
firms against a commission), while still others are paid employ-
ees and fully dependent.

As noted in Chapter 2, evidence shows that women are
more likely to sell perishable goods while men sell non-
perishable and higher value goods. In addition, women are
more likely to sell from the ground while men sell from carts,
stalls or kiosks. It is important to note, however, that this divi-
sion of labour is usually not a matter of choice on the part of
women but a consequence of their more limited access (than
male vendors) to credit and productive assets that would
enable them to run more profitable and less risky vending
operations.

Depending on the regulatory environment, street vendors
may face great insecurity in regard to their place of work as
they often are not entitled to a secure site from which to trade.
They are often viewed as a nuisance or obstruction to other
commerce and the free flow of traffic. Since street vendors typ-
ically lack legal status and recognition, they may experience
frequent harassment and evictions from their selling place by
local authorities or competing shopkeepers. Historical patterns
of urban settlement or current pressures on limited urban land
force many people to trade in marginal locations that are not
economically viable. Their goods may be confiscated and
arrests are not uncommon. The places where they work are
often dirty and hazardous. Nevertheless, street vending may be
the only option for many poor people. 

In thinking about the linkages between employment and
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social outcomes, the location and security of the work place are
key issues. Proposals to address these issues can be found in
Chapter 5.

Employment status 

‘Employment status’ is a conceptual framework used by labour
statisticians to refer to two key dimensions of the contractual
arrangements under which economically active persons work,
namely the allocation of:

• authority over the work situation and the outcome of the
work done; and 

• the economic risks involved (ILO, 2002a). 

Historically, labour statistics classified all economically active
persons into one of five employment statuses: employers,
employees, own account workers, unpaid contributing family
members and members of co-operatives. However, this does
not clearly identify two large categories of the informal work-
force: a) a whole range of wage workers who are not standard
employees; and b) industrial outworkers or homeworkers. Also,
this classification assumes that all the self-employed – both
employers and own account workers – are fully independent
and all employees are fully dependent. Recently, labour statis-
ticians and other observers have therefore sought to expand
the employment status classification to encompass the full
range of work arrangements in today’s world. 

The employer-employee relationship has represented the
cornerstone – the central legal concept – around which labour
law and collective bargaining agreements have sought to
recognise and protect the rights of workers. This concept has
always excluded those workers who are self-employed. But
some of the self-employed are dependent, if not on an
employer per se, on a dominant counterpart such as the trader
from whom they buy raw materials (if they are producers) or
goods to sell (if they are vendors). Also, increasingly, some cat-
egories of wage workers have found themselves to be, in effect,
without labour protection because their employment relation-
ship is disguised, ambiguous or not clearly defined. The net
result is that a large and increasing share of workers worldwide
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does not fit neatly into existing categories of labour statistics or
labour law and is not protected under labour laws or collective
bargaining agreements.18

Industrial outworkers, or homeworkers, represent a prime
example of workers who fall into a grey intermediate zone
between being fully independent and being fully dependent.
Their intermediate status is illustrated in Table 9. 

As noted above, homeworkers typically have to absorb many
production costs and associated risks, often without help from
their employers. Thus their net remuneration may be signifi-
cantly 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 oil
and pay for the electricity to run their machines and light their
workspace. Most of them are also not directly supervised by
those who contract work to them, although they are subject to
delivery deadlines and to quality control of the products or
services they deliver. For these reasons, they should be consid-
ered semi-dependent, not dependent, wage workers.

A second issue in understanding the employment status of
the homeworker is identifying the specific firm for which he or
(usually) she works and determining the characteristics of that
firm. Existing labour statistics and labour laws treat the inter-
mediary – the contractor – who supplies raw materials and
receives the finished goods against payment for the work done
as the ‘employer’. However, analytically, it is not clear which
firm should be considered as the employer of the homeworker:
the intermediary that directly places work orders, the supplier
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Table 9: Characteristics of the Self-employed, Homeworkers and Employees

Characteristics Self-Employed Homeworkers Employees 

Contract Sales contract Production contract Employment contract 

Remuneration From sale of For work (typically For work (time or 
goods/services piece rate) piece rate) 

Contract with Self Employer/intermediary Employer 

Means of Production Provided by self Provided by self Provided by employer

Workplace Provided by self Provided by self Provided by employer

Supervision Autonomous Indirect or no supervision Direct supervision 



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 legal problem, namely which unit in
the chain should be held accountable for the rights and bene-
fits of workers down the chain? Many labour lawyers and
activists argue that the lead firm that initially put out the work
should be considered the equivalent of the employer.

Depending on the number of intermediaries in any given
sub-contracting chain, however, the links between the home-
workers and the lead firm for which they work are often
obscure, and the homeworkers often do not know which firm
puts out the work or sells the finished goods. In long complex
chains of intermediaries, the lead firm is a multinational firm
based in an industrialised country and the homeworkers are
scattered across one or more countries. In such cases, the bar-
gaining for higher wages is complicated by the distance
between the homeworker and the lead firm and the ambiguity
over who is responsible for increasing wages. The case in Box
15 illustrates how complicated things can be in negotiating
payment or wages due for completed work.

Box 15 Who Employs the Homeworker?

When a trade union organiser in Canada tried to help an
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 materials, the trade union
activist was able to trace the label from a retail firm in
Canada to a manufacturing 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, I cannot
pay. The manufacturer in Hong Kong who sub-contracted
production to me has not paid me in months.” 

Source: Stephanie Tang, personal communication
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The production system 

Only a few categories of informal workers – including employ-
ees of informal enterprises and domestic workers – are depend-
ent workers who work under the direct supervision of a given
employer in his or her enterprise or home. Another category of
the informal workforce – casual day labourers – is made up of
dependent workers who work under the direct supervision of
an employer but, by definition, do not have a fixed employer.
Most other groups of informal workers operate under varying
degrees of dependence or independence in a variety of produc-
tion systems. 

To understand the relative dependence or independence of
these workers – the degree of authority they have over various
aspects of their work and the share of work-related risks that
they have to absorb – it is important to consider the nature of
the production system under which they work. This is because
the same type of worker within different production systems
would be subject to different controls and risk. For instance, a
home-based own account garment worker producing for a co-
operative would face different controls or risks from one pro-
ducing for the open market. Similarly, a homeworker produc-
ing garments for a local trader would face different controls or
risks than one who produces for a supply firm linked to a multi-
national company. Types of production systems include:

• Individual transactions: Some categories of informal work-
ers exchange goods and services in what might be charac-
terised as open or pure market exchange (in the sense of
independent units transacting with each other). In such
cases, the dominant counterpart – in terms of market
knowledge and power – controls the exchange or transac-
tion. This is true for some self-employed persons, both
employers and own account operators. It is also true for
some paid workers, notably casual day labourers who sell
their labour services to different employers.

• Sub-sectors: Many self-employed persons produce and
exchange goods and services in what are called sub-sectors,
that is, networks of independent units involved in the pro-
duction and distribution of a particular product or com-
modity. In such networks, individual units are involved in a
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series of transactions with suppliers and customers. The
terms and conditions of these transactions are governed
largely by dominant counterparts in the individual transac-
tions but also by the ‘rules of the game’ for the sub-sector
determined by dominant firms in the network. 

• Value chains: Some self-employed persons and, by defini-
tion, all homeworkers produce goods within a value chain.
The terms and conditions of production in value chains are
determined largely by the lead firm. However, the major
suppliers to whom the lead firm sub-contracts work also
help determine the terms and conditions of work that they
sub-contract to firms and workers down the chain.

EPZs and global value chains 
The reorganisation of production as part of economic global-
isation has taken place at the national level by the creation of
export processing zones and at the global level by the creation
of global value chains. Most EPZs are established and governed
by national governments in the South, whereas most global
value chains are driven and governed by lead buyer or producer
firms in the North. From 1970 to mid-1990s, the number of
countries with EPZs grew from ten to over 70 (ILO, 1996).
While most countries created industrial enclaves of export-
oriented factories, others simply extended the EPZ incentives
and protections to designated export-oriented firms scattered
around the country. In real life, the distinction between global
value chains and EPZs becomes blurred because many EPZ firms
are sub-contracted as suppliers to specific global value chains.

In both types of system, there are marked shifts in focus:

• from intra-firm (or employer-employee) relationships to
firm-government relationships (in the case of EPZs) or to
inter-firm relationships (in the case of value chains); and

• from concerns of production (and workers) to concerns of
distribution (and consumers).

These shifts have associated consequences for the workers
within each system. For instance, as part of the EPZ package of
incentives and protections, some governments offer exemption
from national labour laws, including those that mandate a
minimum wage and union representation. In global value
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chains, the lead firms tend to negotiate directly only with the
first-tier of their suppliers, thereby retaining power and control
within the chain and excluding those down the chain from
direct negotiations and associated benefits.

There are basically two types of global value chains: pro-
ducer-driven and buyer-driven chains. These apply mainly to
manufactured goods, ranging from automobiles to garments. In
producer-driven value chains (e.g. automobiles), large, usually
transnational manufacturers play the central role of co-
ordinating production networks (including their backward and
forward linkages). The lead companies have considerable con-
trol over how, when and where manufacturing will take place,
and how much profit accrues at each stage. 

Buyer-driven value chains, by contrast, are characterised by
highly competitive and globally decentralised factory systems
with low entry barriers (Gereffi, 1994). The lead firms, such as
fashion designers or private label retailers, control the func-
tions that generate the most profitable returns – such as prod-
uct design and brand name. Buyer-driven chains have been
used more recently to analyse the global horticultural export
industries (see Chapter 2). In both of these types of chains, the
subcontracted workers and enterprises have little control over
their terms of involvement (see Box 16).

Buyer-driven global value chain production tends to erode
external patterns of socio-economic regulation and favour
internal regulation and control by lead companies (Perret
1998). It also takes a toll on the bargaining position of labour
relative to management. This is visible in the decreasing share
of the value added being taken by wages in particular sectors or
industries (Grunberg, 1998). In addition, given that a large
share of workers in global value chains work from their homes,
this pattern of work serves to undermine the socialisation func-
tion of work and to complicate efforts to unionise workers
(Perret, 1998). 

When production takes place through buyer-driven global
value chains, the lead company usually outsources or sub-
contracts production to, but does not set up operations in, the
countries where production takes place.19 This form of produc-
tion undermines external regulation in two ways: (a) the local
supply firms feel more accountable to the lead firm, as that firm
provides them with work orders, than to local regulations; and 
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(b) the lead firm does not feel it is accountable to domestic
laws and regulations in the countries that supply goods. In such
contexts, efforts to make voluntary corporate codes of conduct
legally binding and enforceable up and down the supply chain
are important. This would include holding the lead firms
responsible not only for the operations of their supply firms in
EPZs and other such export enclaves but also in subcontract-
ing relations outside such enclaves, all the way down to the
homeworkers in their supply chains.

Attempts have been made to extend this type of analysis to
chains for ‘traditional’ primary commodities through introduc-
ing the concept of a third type of chain – one that is trader-
driven (Gibbon, 2001). Trader-driven chains link producers of
these commodities to local processors-cum-traders who then
export the commodities through buyer-driven chains (see Box
17). They do not use their power to co-ordinate the activities
of other enterprises in the chain, but take a less proactive
approach and are mostly interested in maximising their vol-
ume of output and their trading opportunities. Thus trader-
driven chains are less structured and less controlled but result

Box 16 Buyer-driven Value Chains: A Classic
Example

The garment or apparel industry is a classic example of 
a buyer-driven value chain that employs large numbers 
of women in developing countries. The ease of setting 
up clothing companies, coupled with the prevalence of
developed country protectionism in this sector, has led to
an unparalleled diversity of garment exporters in the
developing world. From the perspective of the workforce,
these chains are associated with high volatility and
insecurity, long overtime working hours (during peak
seasons), sudden cancellation of work orders and sudden
closures of firms as production is shifted to another
location or country. More recently, as noted earlier, the
introduction of the electronic bar code in garment retailing
and the associated system of ‘just-in-time production’ has
led many manufacturers to shift the locus of production
from Asia closer to Europe and the United States. 
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in greater price volatility and greater economic uncertainty for
producers than would be the case in more tightly controlled
chains that are co-ordinated from the top down.

While both EPZs and global value chains are credited with cre-
ating new jobs, the employment created is often precarious. In
global value chains, lead companies are likely to shift the loca-
tion of production from one country to another depending on
competitive advantages, including the incentive packages
offered by different countries. Similarly, EPZs in several coun-
tries have recently shifted to more capital-intensive produc-
tion processes that require either fewer or more skilled workers.

It is important to note that self-employed/own-account
workers operating outside EPZs are also involved in global pro-
duction systems to varying degrees. Some are absorbed into
these against their will and on terms unfavourable to them-
selves. Others actively seek out links with higher-value export
markets – inevitably through some sort of production chain –

Box 17 Value Chains and Non-timber Forest
Products

Industries involving non-timber forest products – such as
shea nuts or cashew nuts – are good examples of trader-
driven chains in which large numbers of seemingly own
account workers/independent producers (predominantly
women) are, in fact, linked through a series of
intermediaries (or traders) to local processors who in their
turn supply global retailers in the North. Planters, a
subsidiary of R J R Nabisco, is the world’s largest single
distributor of final-processed and branded cashews. The
quality demands that distributors place on cashew nut
processors makes the market very competitive for large-
scale distribution. Thus, the relationship between
processors in India and Brazil and final markets can be
described as being more buyer-driven. In contrast, the
chain down from local processors in India and Brazil to
producers and suppliers is trader-driven, with intricate,
multi-tiered networks of buyers.

Source: Gibbon, 2001; Cambon, 2003
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but they are not always successful in achieving this objective
because of barriers to entry. Also, investment by large corpora-
tions in export-oriented production/processing activities using
local resources and raw materials may deplete the supply or
raise the price of these natural resources, forcing previously
self-employed persons – e.g. small farmers or fisher folk – to
become dependent wage workers without independence or
security.

Conclusion 

There have always been profound differences between formal
and informal employment in terms of the place of work,
employment status and production system. In developing
countries, these facets of work have always been non-standard
for the majority of workers. Over the past few decades, the
process of informalisation of formerly ‘standard’ or formal jobs
has been associated with changes along each of these dimen-
sions. The net result is that the majority of the global work-
force now works in so-called non-standard places of work,

Paper bag makers, India
MARTHA CHEN
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employment relationships and/or production systems. Some of
these non-standard arrangements may have benefits for the
workers involved, such as higher earnings, but they may also be
associated with specific costs and risks, such as lack of benefits
or long-term security. Effective poverty reduction requires
maximising the benefits and minimising the costs associated
with the employment opportunities available to the poor. As
such, it needs to be built on an understanding of the costs and
benefits associated with different work arrangements.

In our analysis of what is driving these changes, we have
focused on macroeconomic trends and policies of various kinds.
But the driving forces include not only economic policies and
processes – treated as abstractions – but also various economic
actors and agents. While we will discuss the role of these actors
in Chapters 4 and 5, we feel it is important to highlight that
transnational corporations (TNCs) are one of the driving
forces behind global integration, given their control over
resources, access to markets and development of new tech-
nologies (Oxfam, 2002a). In the manufacturing sector, for
example, TNCs and (less so) their suppliers decide whether
production takes place under direct hire or sub-contracting
arrangements; in factories, small workshops or homes; and
under sweatshop conditions or less precarious forms of employ-
ment. Clearly, the investment and labour policies of host
countries provide legal support to – or constraints on – the
strategies of TNCs; and clearly, global competition drives
many of the decisions taken by companies. But, in the end,
TNCs adopt their own business strategies. In sum, both macro-
economic trends and policies as well as corporate practices –
particularly the practices of TNCs – serve to determine
employment and associated welfare outcomes. 

We hope that the preceding analysis has shown that who
wins and who loses from trade liberalisation and growth
depends on who they are, what they do and where they work.
The analysis may seem quite pessimistic. This is so for various
reasons. To begin with, while we acknowledge that jobs and
economic opportunities are being created, we simply cannot
say how many jobs and opportunities have been created even
in absolute terms, much less in relative terms: that is, relative
to the number of economic opportunities destroyed and, more
importantly, to the number of economic opportunities needed,
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especially given the growing numbers in the population seek-
ing work. Secondly, we discussed the ‘downside’ of the oppor-
tunities that are being created. This is because our analysis and
findings are based on first-hand knowledge of specific groups
who have struggled to benefit from the new opportunities asso-
ciated with economic reforms. We acknowledge that, in many
cases, the new opportunities are better than previously existing
opportunities. But by pointing out the ‘downside’, we wanted
to highlight how they could be improved to meet the standards
of decent work. 

In Chapters 4 and 5, we take up the challenge of what can
be done to ensure that the working poor in the informal econ-
omy, particularly women, benefit more fully from the new
opportunities. Chapter 4 presents a set of strategies with prom-
ising examples of how to increase the opportunities, rights,
protection and voice of the informal workforce, especially
those of women. In addition to governments, as the examples
will illustrate, a range of actors can – and should – be involved
in these initiatives. And in Chapter 5, we outline a strategic
policy approach to the gender segmentation of the informal
economy. What is required is a comprehensive policy
approach, informed by an understanding of the economic con-
tributions of the informal economy and premised on the
notion that all policies affect women and men working in the
informal sector.
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Notes
1 For a discussion of the first two of these issues, see Gender Main-

streaming in Poverty Eradication and the Millennium Development
Goals in this series (Kabeer, 2003). This Handbook is concerned
with the third issue.

2 Given the diversity of the informal economy, all three perspectives
on regulation are appropriate in regard to the specific components
they refer to: de Soto focuses on informal enterprises (or informal
commercial relationships); the labour advocates focus on informal
jobs (or informal employment relationships); and those concerned
about street vendors focus on the regulation of urban space and
informal trade.

3 Liberalisation of labour markets implies: (a) wage flexibility; (b)
flexibility in contractual arrangements; and (c) limited regulation
in terms of the conditions under which labour is exchanged. It
should be noted that international labour mobility is often excluded
from discussions of labour market flexibility (James Heintz, per-
sonal communication).

4 See Whitehead, 2001 for a gender critique of the Winters framework.
5 Another strand of gender analysis, supported by the Common-

wealth Secretariat, focuses on the ‘government’ channel of the
Winters framework: namely, gender budget analysis that looks at
the differential impacts of government taxes and expenditures by
gender (see Budlender et al, 2002; Budlender and Hewitt, 2002;
and Budlender and Hewitt, 2003). A parallel strand of informal
labour market analysis looks at the differential impacts of govern-
ment taxes and expenditures by size and type of enterprises and
labour (formal and informal): see write-up on informal budget
analysis in Chapter 5.

6 Global value chains are sub-contracting or out-sourcing chains
that disperse the production process globally across different coun-
tries. While the site of production is spatially dispersed, the control
of the different functions or operations is often quite tightly con-
trolled by the lead firm. Global value chains are discussed more
fully below under ‘Production System’.

7 EPZs, which have been established in various developing countries
since the 1960s, offer special incentives and protections to attract
foreign direct investment and promote exports.

8 Some of these perspectives on labour markets have been identified
by economists who study formal labour markets. But self-employ-
ment and informal wage employment have not been systematically
integrated into mainstream labour market theory.

9 Regression analysis is a statistical technique used to test the ten-
dency of a given variable in different countries to conform to a
mean value. 
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10 For a particularly effective use of value chain analysis to assess how
risk and uncertainty are passed down along the chains and how far
benefits and protection reach down the chain, see Lund and
Nicholson, 2003. 

11 See the set of recent publications by Oxfam International that
look at trade and poverty by considering three key export sectors:
agriculture, garment manufacturing and coffee (Oxfam, 2002a;
2002b; 2004).

12 The Human Development Report 1996 (UNDP, 1996) distinguished
between growth that is employment-generating (which it termed
‘job-led growth’) and growth that does not generate sufficient
employment opportunities to match growth in the economy or in
the working age population (which it termed ‘job-less growth’).

13 A telekiosk, also called a community telecentre, is a community
access point for information and communications services.

14 Digiports are the equivalent for the information and communica-
tion industries to EPZs for manufacturing. They are the base from
which data entry for airlines and other service industries is pro-
vided.

15 These statistics cover 19 OECD countries. Recent members – the
Czech Republic, Hungary, Iceland, Mexico, Poland, Republic of
Korea and Turkey – are not included.

16 An International Symposium on Migration held in Bangkok,
Thailand in April 1999 recommended the use of the term ‘irregu-
lar’, rather than ‘illegal’ (which connotes criminality), since irreg-
ularities in migration may be committed against the migrant not
just by the migrant (ILO, 2004a). 

17 This discussion of ‘place of work’ draws on Lund and Unni, 2004.
The term ‘home-based’ is used to refer to work that takes place in
or around the home and, as such, may include a wide range of
activities, including post-harvest processing, beekeeping, poultry
rearing and animal husbandry.

18 The WIEGO network has initiated a project to develop a unified
conceptual framework for labour statistics and labour law that
includes all categories of non-standard and/or informal employ-
ment status.

19 Outsourcing of sub-contracting production is, arguably, the ulti-
mate form of capital mobility. We suggest that the term ‘foreign
indirect investment’ (FII) be used for the sub-contracted or out-
sourced mode of foreign investment, as opposed to foreign direct
investment (FDI) when a foreign company sets up a branch or unit
in another country.
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4. Decent Work for Informal
Workers: Promising
Strategies and Examples

Around the world, there has been a range of responses to the
opportunities and risks associated with trade liberalisation and
the changing nature of work detailed in Chapter 3. Many differ-
ent actors – international agencies, governments, the private
sector and civil society – have been involved in these initia-
tives, sometimes working individually but often working
together and hand-in-hand with organisations of informal
workers and producers. In Chapter 4, we present a selected set
of these promising examples drawn from different corners of
the world and involving different actors. We use the four
pillars of the Decent Work agenda of the International Labour
Organization – opportunities, rights, protection and voice – to
organise these examples in a meaningful way.

As noted earlier, the ILO has played a lead role in making
the case for putting employment creation and the concept of
‘decent work’ firmly on the development agenda in an attempt
to inform and influence the economic policies of national and
local governments. As part of this wider effort, they have
promoted the notion of decent work for all workers, including
those in the informal economy. In 2002, the International
Labour Conference – comprising governments, employers and
unions – approved the Conclusions to a General Discussion on
‘Decent Work and the Informal Economy’ that provide a man-
date for the ILO to integrate a focus on the informal economy
into its work (ILC, 2002d).

Under the four goals of the Decent Work agenda, we have
identified a number of key strategies and grouped the examples
according to which of these they illustrate, as follows: 

Goal 1: Promoting opportunities
Strategy 1.1 – promoting employment-oriented growth
Strategy 1.2 – promoting a supportive environment
Strategy 1.3 – increasing access and competitiveness
Strategy 1.4 – improving skills and technologies
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Goal 2: Securing rights
Strategy 2.1 – securing rights of informal wage workers
Strategy 2.2 – securing rights of the self-employed

Goal 3: Promoting protection
Strategy 3.1 – promoting protection against common contin-
gencies
Strategy 3.2 – promoting protection for migrant workers

Goal 4: Promoting voice 
Strategy 4.1 – organising informal workers
Strategy 4.2 – promoting collective bargaining
Strategy 4.3 – building international alliances

We have also indicated the importance of collecting statistics
on the informal economy as a strategy to support all these
goals.

Goal 1: Promoting Opportunities 

Promoting employment-oriented growth 

In order to promote growth that creates new jobs and earning
opportunities, explicit employment-oriented decisions are
required in regard to which sectors, technologies, production
sites and sizes of enterprises should be supported. Ideally, gov-
ernments and policy-makers at both the national and local
levels should put employment on the macroeconomic policy
agenda as a priority goal, rather than as a hoped-for outcome –
a residual – of other policies, and should be supported in this
endeavour by the policies and programmes of the international
development agencies and financing institutions.

Governments in several countries have recognised the
importance of putting employment at the centre of the devel-
opment process and have developed and implemented policies
to reflect this change of focus. There are examples of this at the
national, state and local municipal levels. 

Since 1999, many heavily-indebted countries have devel-
oped national poverty reduction strategy papers, which are
meant to provide a blueprint for growth, poverty reduction and
human development. While these are supposed to be devel-
oped through participatory processes, trade unions and work-
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ers’ organisations have not always been involved. As a result of
this and other factors, most PRSPs do not pay sufficient atten-
tion to employment as a key pathway to poverty reduction.
However, in some countries, trade unions have been involved
and employment issues have been incorporated in the PRSPs.

In addition, several national and provincial governments
have been experimenting with policies that aim either to
revive economic sectors that have suffered a decline as a result
of economic restructuring or to promote those for which there
are growing markets internationally.

Tripartite action on poverty reduction, Tanzania 
The ILO is working with trade unions and employers’ associa-
tions in Tanzania to enhance their role and contribution to the
PRSP process as part of a pilot programme in five countries.
Workshops have been held with unions and employers to
familiarise them with the process and engage them in the set-
ting of policies, strategies and targets. Concerns raised by the
unions included inadequate emphasis on the agricultural sector
(where most people work), lack of gender mainstreaming tar-
gets, lack of attention to health and safety in the workplace
and the low quality of vocational training. (Source: DFID,
2003)

Unions fight for employment not welfare, Bolivia 
With the loss of jobs in the formal sector, following privatisa-
tion in 1985, people in Bolivia moved out of the formal into
the informal economy, seeking to earn their living in areas
such as small-scale mining, artisanal manufacture and the
transport sector. In doing so they lost job security and welfare
benefits. In the search for new alternatives in the framework of
a liberal market economy, trade unionists have brought with
them the values, norms and strategies of the old trade union
movement. Although self-employed, they refer to themselves
as ‘workers’ and couch their political activity as a struggle for
rights. The Comite Enlave, founded in 1999, is a confedera-
tion of associations of micro-enterprise workers that aims to
give stronger political voice to those working in micro-
enterprise so as to deliver policy outcomes in their favour, for
example, the rights to tender for local government contracts or
to benefit from tax incentives for mining experts. Both these
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groupings were active during the PRSP consultation process,
challenging a government model of poverty reduction that
conceived poverty primarily as lack of access to basic social
services. As a result, the final PRSP gave some recognition to
livelihood as a poverty issue, and the associated legislation
gave a voice to producers in the machinery of local govern-
ment. (Source: DFID, 2003)

Government support to small export industries,
Mozambique 
When the Government of Mozambique reduced the export
tariff on raw cashew nuts as part of its structural adjustment
programme in the 1990s, most of the country’s processing fac-
tories closed down because of the reduced availability of raw
nuts on the domestic market. In order to revive the industry
and to create employment, the Government is supporting the
private sector in its use of smaller-scale, semi-mechanised tech-
nology, which provides many more jobs – especially for
women. It also gives much better quality products (and thus
higher demand and price in export markets) as the less capital-
intensive methods are not so likely to break the cashews during
processing. This policy has involved co-ordinated effort at
three levels: 

• production, through increased spending on research and
development, which increases the incomes of smallholders
and the thousands of people who survive through sale and
processing of nuts in local markets;

• increased processing, through loans to the private sector to
establish small-scale factories processing for export, which
create jobs in rural areas; and

• commercialisation, through raising export taxes on cashew
nuts, which discourages sale of raw nuts overseas and encour-
ages local processing, thus creating more jobs. (Source:
Kanji et al, 2004)

State government promotes employment in horticulture,
India 
The government of Andhra Pradesh in India aims to establish
and rapidly expand a food processing industry and attract
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foreign investment. It anticipates that, by 2020, Andhra
Pradesh will have a thriving horticulture sector and will be the
country’s leading supplier of fruits and vegetables to both
domestic and international markets. Horticulture is expected
to account for 10 to 15 per cent of the state’s GDP and con-
tribute convincingly to higher per capita agricultural incomes.
The strategy for achieving this growth in horticulture is
through private sector investment in infrastructure and food
processing. It also includes strengthening of the fresh produce
value chain through farmer co-operatives and the provision of
institutional support. This includes the establishment of
Agricultural Export Zones (AEZs). Companies locating within
AEZs are offered incentives to enter contract-farming arrange-
ments with producers, with a view to improving standards and
cutting wastage. Companies benefit by accessing an assured
supply of low-cost, high quality produce, and farmers will have
an assured market and technical and financial support.
Companies, farmers and the government are to enter into a tri-
partite contract. The employment-generating potential of
horticulture is not treated as a direct objective, but may be the
major benefit. Employment generation through vegetable pro-
duction creates more jobs than traditional crops. (Source:
Deshingkar et al, 2003)

Promoting a supportive environment 

In several countries, including India, Kenya and South Africa,
the national or local government has adopted policies on the
informal economy.

Policy support to artisans, India 
India has a rich tradition of handicrafts and artisanal produc-
tion. While industrialisation has displaced most handicrafts in
many other countries, the Government of India has followed a
deliberate policy for more than 40 years to promote artisans.
Most of the assistance has gone to master crafts persons who
produce for both the domestic and international market.
Government measures to promote artisan production included
setting up ministries for handicrafts, reserving raw materials
and markets for designated products, undertaking research on
designs and technologies and providing special budgets and
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subsidies. When India liberalised its economic policies, many
of its artisans were able to take advantage of global markets.
The sector nearly doubled in size from 1991 to 1998. Recent
estimates suggest that there are nearly 10 million skilled crafts
persons in the country, contributing $5.6 billion to India’s
GDP. The artisanal sector is also a major contributor to India’s
export earnings. (Source: WIEGO, 2002)

National policy on street vendors, India 
This policy, jointly drafted by the Government of India and
the National Association of Street Vendors, was officially
adopted in early 2004. The overarching objective of the policy
is to provide and promote a supportive environment for earn-
ing livelihoods to the street vendors, as well as ensure absence
of congestion and maintenance of hygiene in public spaces and
streets. The following are the basic objectives of the policy:

• Legal: To give vendors legal status by amending, enacting,
repealing and implementing appropriate laws and providing
legitimate hawking zones in urban development/zoning
plans.

• Facilities: To provide facilities for appropriate use of iden-
tified space, including the creation of hawking zones in the
urban development/zoning plans.

• Regulation: To not impose numerical limits on access to
public spaces by discretionary licenses and instead move to
fee-based regulation of access.

• Role in distribution: To make street vendors a special com-
ponent of the urban development/zoning plans by treating
them as an integral and legitimate part of the urban distri-
bution system.

• Self-compliance: To promote self-compliance among street
vendors.

• Organisation: To promote organisations of street vendors,
e.g. unions/co-operatives/associations and other forms of
organisation to facilitate their empowerment.

• Participation: To set up participatory mechanisms with
representation by urban vendors’ organisations (unions/
co-operatives/associations), voluntary organisations, local
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authorities, the police, Residents Welfare Associations
(RWAs) and others for orderly conduct of urban vending
activities.

• Rehabilitation of child vendors: To take measures for pro-
moting a better future for child vendors by making appro-
priate interventions for their rehabilitation and schooling.

• Social security and financial services: To provide/promote
social security (pension, insurance, etc) and access to credit
for street vendors through promotion of self-help groups,
co-operatives and micro-finance institutions. (Source: Gov-
ernment of India (Ministry of Urban Development and
Poverty Alleviation), 2004)

Fishmonger, Kenya
MARTHA CHEN
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National policy for micro and small enterprises
development, Kenya 
Recognising its contribution to economic prosperity, the
Government of Kenya has for many years incorporated the
informal economy into its national economic planning, ini-
tially through a Sessional Paper in 1986 that detailed direct
assistance to entrepreneurs and small businesses. This included
the provision of credit, training and marketing services as well
as government procurement from the informal economy. Since
1986, the Government has continued to address the informal
economy through a number of specific policies and its five-year
Development Plans. The 1997/2001 Development Plan high-
lights the promotion of the micro and small enterprises (MSE)
sector by addressing:

• developing and reviewing the legal framework and regula-
tory environment;

• formulating and developing programmes to improve access
to credit and finance;

• supporting women and youth involvement in the
small/medium scale and informal sector through special
programmes;

• encouraging strong backward linkages with the manufac-
turing sector; and

• reviewing and harmonising licensing procedures for infor-
mal sector enterprises

The 2002/2008 Development Plan moves beyond the previous
plan and points out that measures will be taken to:

• decentralise registration of business names to district level;

• eliminate trade licensing at central government level and
harmonise, rationalise and implement a Single Business
Permit system;

• review laws and regulations;

• enact an MSE Act; and

• ensure control and regulation of hawking within the
Central Business District (CBD) in urban areas.
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Although prior to 2000 many of the national policies on the
small and medium-enterprise (SME) sector were not imple-
mented, there has been a concerted effort since 2000 to imple-
ment the national SME policy. For example, most of the pro-
visions in the 1997/2001 and 2002/2008 Development Plans
are being implemented. The Single Business Permit has been
implemented in all local authorities, street vendors have been
relocated, laws and regulations are being reviewed and a Draft
Sessional Paper on MSE has been prepared through a partici-
patory approach. Other Draft Sessional Papers that have been
prepared include: Gender and Development, Micro Financial
Institutions, Labour Laws and a Local Government Bill. Kenya
is going through a transition where most legal and regulatory
provisions, including the Constitution are being reviewed. In
sum, the National Rainbow Coalition (NARC) government
has renewed the national commitment to small and medium-
enterprise development. (Source: Dorothy McCormick and
Winnie Mitullah, personal communication)

Local government policy, South Africa 
In recognition of the significant contribution of the informal
economy to economic and social life, the Durban (now called
eThekwini) Metropolitan Council decided in 2000 to develop
a comprehensive policy approach to the informal economy.
This is an excellent example of policy-making for the urban
informal economy, from elaborating a vision for its role in the
long-term economic plans for the city, to turning that vision
into policy and moving to set up an implementation strategy
with institutional structures.

In 1994, with the advent of democratic government and
Nelson Mandela as President, the new South African
Constitution mandated local government to promote local
economic development and adopt pro-poor urban policies
emphasising participation and consultation. In 1999, Durban/
eThekwini embarked on a one-year process of policy develop-
ment to both support and control the informal economy. Early
in the process the policy team adopted a shared vision of the
role and importance of the informal economy as an important
job creator and contributor to the city’s economy, organically
linked to the formal economy. They saw street traders as work-
ers who were an integral part of the city’s life and economy, not
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survivalists or welfare cases. Research on informal trade sectors
– including clothing and accessories, traditional medicine, fruits
and vegetables – supported the making of policy. The team
consulted with poorer traders and their organisations. In work-
shops, mass meetings and other settings, workers identified
their priority needs and expressed their views on possible
mechanisms for integrating the informal economy into local
government structures. The policy development process bene-
fited from the existence of a number of pilot projects in urban
renewal and in city health, through which officials learned the
importance and cost-effectiveness of negotiated change. 

Some aspects of the policy and its implementation include:

• simplification of registration costs for vendors and home-
based workers, with incentives for registration;

• representation of informal trader organisations on planning
and policy committees;

• provision of support to trader organisations (e.g. meeting
places, legal advice and secretarial help), using existing
municipal assets;

• city officials and traders working together to improve the
image of the informal economy. (Source: Durban
Metropolitan Council, 2001)

The establishment of an implementation team followed the
18-month policy development process. The South African
economy is fragile, and local governments are under pressure
to deliver on a number of fronts. Nevertheless, the policy
process continues to build, including the strengthening of
organisations of informal traders so that government has strong
partners with whom to negotiate. Positive aspects of the policy
include:

• It is pro-development and dovetails with the economic
development policy set by the city government.

• The policy process was widely consultative with all major
stakeholders.

• It is pro-poor, targeting the poorest segments of the infor-
mal economy (street vendors and homeworkers).
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• It combines area-based management with sector-based
support to micro and small enterprises.

• It promotes a co-ordinated approach among the various city
departments dealing with informal economy issues.

• It seeks to promote complementarity and synergies between
the formal and informal parts of the economy – including
through dealing with formal and informal economy issues
in the same institutional structures and processes.

• It integrates support for enterprise development with a sup-
portive regulatory framework, environmental and occupa-
tional safety and health measures, promotion of safety and
security through local action and organisation of informal
actors. (Source: ibid)

Examples of two support programmes offered by the munici-
pality for two quite different categories of the informal work-
force – the traditional medicine sector and waste collectors –
can be found in Box 18.

Increasing market access and competitiveness

As we saw in Chapter 3, many of the working poor, and espe-
cially women who are involved in micro-enterprise or own
account activities, are unable to take advantage of new oppor-
tunities being opened up as a result of privatisation and trade
liberalisation because they lack access to credit, skills and
business training, improved technologies (including ICTs),
markets and market information, infrastructure and other
economic resources. In addition, the economic policy environ-
ment tends to be biased in favour of large and medium enter-
prises and ignores or discriminates against micro-enterprises
and own account workers.

Business development services aimed at increasing the
access to markets and economic resources and competitiveness
of micro-enterprises and own account workers have frequently
been tried both by governments and by non-governmental
organisations (NGOs). Government services have generally
failed to successfully reach the smaller enterprises and own
account workers and, while NGOs have had some successes, 
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Box 18 Two Support Programmes Offered by the
Durban/eThekwini Municipality

Traditional medicine support programme: A significant
component of the informal economy in South Africa is the
traditional medicine (or muthi) sector. Eighty per cent of
black South Africans use traditional medicine, often in
parallel with modern medicine. It is estimated that 61
million rand (+- US$8.7 million) of medicinal plant
material is traded in KwaZulu-Natal (KZN) annually, with
Durban/eThekwini the primary trading and dispensing
node. Over 30,000 people work in this sector, mostly as
rural gatherers who are largely women. Collecting and
dispensing of traditional medicine occurs almost entirely 
in the informal economy. 

The muthi demand and turnover figures cited above
convinced the Durban/eThekwini City Council to take 
this industry seriously. Consequently the Council, in
consultation with existing traders, developed a dedicated
built market, with shelter, storage, water and toilet
facilities, which accommodates 550 stallholders. The
market facilities, which also include a product processing
plant, have significantly improved the working
environment for traders. There are also initiatives aimed 
to address environmental sustainability issues. These
include: (a) training gatherers in sustainable harvesting
techniques, which has led to the establishment of a
sustainable bark harvesters association (the first
organisation of its kind in South Africa); and (b) a
cultivation drive, including a dedicated medicinal plant
nursery that produces seedlings to supply farmers and
trains traditional healers in growing methods. 

In the next phase of the support programme a black
empowerment company, consisting predominantly of
existing healers and traders, will be established. The
company will procure plant material from existing industry
role players and contract growers, process it in partnership
with an existing pharmaceutical operation and market the 
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Box 18 (continued)

products. The objective is not only to service existing
clients better, but also to access more middle class South
African consumers of all races as well as an international
market. 

Source: Mander, 1998; Institute for Natural Resources, 2003

Buy-back centres for waste collectors: Waste collectors
are amongst the poorest of those working in the informal
economy. In South Africa, since legislated racial
segregation of urban areas was abolished, there have 
been increasing numbers of waste collectors operating
throughout its cities. These are largely black women whose
incomes are extremely low. In the mid 1990’s the Self
Employed Women’s Union (SEWU) organised cardboard
collectors in the inner city of Durban/eThekwini. The
union found that these collectors were innumerate and
often exploited by unscrupulous middle men, and it
lobbied local government to assist them. 

Through SEWU’s activism, and the understanding by the
City Council that waste collection provided a livelihood for
many residents, a buy-back centre was established in the
inner city. This is a public-private-community partnership.
The Council provided a small plot of centrally located land
that was converted into the centre, and a large private
sector recycler provided the scales, storage containers for
the cardboard and trolleys for the collectors. SEWU worked
alongside city officials to design the intervention and
trained the cardboard collectors on how to weight their
cardboard. Through this intervention, the collectors sold
their cardboard directly to the recycling company. This has
substantially increased the (albeit still low) incomes of
these waste collectors. The success of the inner city buy-
back centre has led to the Council establishing a number
of similar centres throughout the city. 

Source: Mgingqizana, 2002
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their outreach has been extremely limited. More recently,
there is evidence that lessons have been learned from past
experiences and that both governments and NGOs – and par-
ticularly now the private sector and civil society organisations
and associations – are beginning to have more success. Some
selected examples are outlined below, which cover: 

• alternative and Free Trade;

• other strategies for linking producers with markets;

• markets and ICTs;

• skills training and improved production technologies.1

Informal producers organising for alternative trade,
international 
The global Fair Trade movement has two distinct components:
one that seeks to improve labour standards for wage workers,
the other that seeks to increase market access and competi-
tiveness for small producers. Under the second component,
efforts are made to provide better trading conditions and to
raise consumer awareness. The goals of this component of Fair
Trade are to:

• improve the livelihoods and well-being of producers by
improving market access, strengthening producer organisa-
tions, paying a better price and providing continuity in the
trading relationship;

• promote development opportunities for disadvantaged pro-
ducers, especially women and indigenous people, and pro-
tect children from exploitation in the production process;

• raise awareness among consumers of the negative effects on
producers of international trade so that they exercise their
purchasing power positively;

• set an example of partnership in trade through dialogue,
transparency and respect;

• campaign for changes in the rules and practice of conven-
tional international trade; and

• protect human rights by promoting social justice, sound
environmental practices and economic security.

The global Fair
Trade movement
has two distinct

components: one
that seeks to

improve labour
standards for

wage workers, 
the other that

seeks to 
increase market

access and
competitiveness

for small
producers.
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There are several key networking or membership organisations
that seek to bring Fair Trade organisations together (see Box 19).

Box 19 Fair Trade Organisations

The following are the key networking organisations in the
area of Fair Trade. Each services a different group of Fair
Trade organisations and therefore takes a different
perspective on the nature of the issue:

The International Federation for Alternative Trade (IFAT):
is a global network of 13 Fair Trade organisations in 47
countries. The members include: alternative trading
organisations (ATOs) helping disadvantaged producers
toward equity in trading relationships; marketing
organisations designed to benefit producers rather than to
maximise profits; and handicraft and agricultural
production groups based in developing countries. 

The Fairtrade Labelling Organisation (FLO): is responsible
for ensuring co-operation between independent Fair Trade
certification bodies on monitoring and standards.
Monitoring of the producers is paid for by the consumer.
Products for which a register exists are coffee, tea, cocoa,
sugar, bananas, orange juice and honey.

The Network of World Shops (NEWS): co-ordinates co-
operation between World Shops, where fairly traded
products take up most of the stock, all over Western
Europe. Consists of 15 national World Shops associations
in 13 countries and a total of 2,500 World Shops. 

The European Fair Trade Association (EFTA): enables
co-operation between 13 European ATOs to assist them 
in taking co-ordinated and effective action.

FINE: was established by the other four networks in an
effort to unite standards and approaches. A major
achievement was the agreement on the definition of Fair
Trade (see above). 

Source: Redfern and Snedker, 2002
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Fair Trade partnership with local co-operative, Ghana 
A good example of how Fair Trade works in practice is that of
the Kuapa Kokoo cocoa co-operative in Ghana. A UK Fair
Trade organisation (Twin Trading) joined with an NGO in the
Netherlands (SNV) to assist the co-operative, with its 45,000
members, to join the FLO cocoa producers’ register. This
enables importers and chocolate companies to source beans
from the co-operative under Fair Trade conditions. These
markets give the smallholders a guaranteed fair price plus a
premium of $150 per tonne. The premium is then used by the
co-operative members to invest in community development
projects such as wells, corn mills and schools, which are prior-
ities for women in their everyday lives. In addition, the co-
operative has established the Day Chocolate Company as a
joint venture in the UK that markets Divine brand chocolate
to retailers. The co-operative provided 33 per cent of the
equity stake in the company and receives 66 per cent of the
profits. (Source: Tiffen P et al, 2004; Redfern and Snedket,
2002)

Multinational corporation sources from informal
producers, South Africa 
Sourcing of commodities and products from informal produc-
ers is not limited to the Fair Trade market. For example, in col-
laboration with the South African Council of Scientific and
Industrial Research, Daimler Chrysler is using natural fibres
from small farms in South Africa to make interior car parts.
The project matches the environmental needs of the company
and is a social and environmental win-win for the local com-
munities. Daimler Chrysler was under regulatory pressure to
increase the amount of recoverable materials in its cars to meet
the European Union directive that requires vehicles to become
at least 95 per cent recoverable by 2015. Regenerative natural
fibres are a good choice for such dilemmas, as they are lighter
than glass-based fibres for interiors and require much less
energy to manufacture. Furthermore, their production gener-
ates income for poor farmers. Daimler Chrysler has recently
transferred the experience to Brazil, including stakeholder dia-
logue and engagement. Working with Daimler Chrysler, the
Poverty and Environment in the Amazon Programme
(POEMA), a local NGO, and the University of Pará have
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developed a method to stuff car headrests and seat parts with
coconut fibre, which is a waste product that the poor villagers
can collect. (Source: Maya Forstater et al, 2003; www.daimler-
chrysler.com)

Social entrepreneur links rural beekeepers with export
markets, Kenya 
Another way in which informal producers can reach export
markets is through social entrepreneurship. A good example of
this is the social entrepreneur who set up Honey Care Africa
about four years ago in Kenya. Since then the company has
enabled almost 12,000 rural beekeepers to improve their
incomes by linking them with markets in Europe with the help
of funds from almost 20 donors. It does this through a tripartite
model that involves a private sector company (Honey Care), a
development organisation and the rural communities. Honey
Care guarantees to purchase every kilogram of honey a bee-
keeper can produce at a fair and fixed price and to pay in cash
on the day of collection. It then processes and packs this honey
and sell it at a profit to export markets. It also provides the
necessary training for the rural communities and, where econ-
omically viable, it provides extension support. While its main
product at the moment is honey, for which it has International
Organic and Fair Trade Certification, Honey Care is also
exploring higher value products such as royal jelly, pollen and
beeswax as well as doing research on developing better bee-
keeping technology. The development organisation has expe-
rience in working with rural communities and has extensive
outreach into the rural areas, thus providing a conduit to bee-
keepers and ensuring that an exploitative relationship does not
develop between the private sector organisation and the bee-
keepers. In some instances, it also provides loans to beekeepers
to acquire improved beehives. The loans are recoverable at the
time that the honey is sold to Honey Care. (Source: Jiwa,
2002)

Women’s cashew business creates market linkages for
informal women producers, Senegal 
A Dakar-based company owned by two women from Benin
holds the single largest market for processed cashew nuts. The
first company to formally commercialise cashew kernels in
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Senegal, it has been buying all its kernels from women’s asso-
ciations based in the Kaolack and Farick regions for over ten
years. Through close linkages over time with 12 of these
groups, which involve an estimated 300 women in six villages,
they have developed a product that sells well in key markets
north of The Gambia. They distribute an elegantly packaged
brand of artisanally-processed nuts in a chain of petrol stations
in Dakar and other major urban centres. They enjoy strong
name recognition in Dakar, having been recently brand mar-
keted. (Source: Cambon, 2003) 

NGO helps to link local producers with supermarkets,
international 
NGOs are also active in linking local producers with global
markets. For example, Technoserve, an international NGO,
has been experimenting with ways to enable local producers to
benefit from the rapid spread of supermarkets in the global
South. Between 1990 and 2000, throughout Latin America
and South Africa, supermarkets grew from 15 to 55 per cent of
the total food retail sector. In Kenya, supermarkets now
account for between 20 and 30 per cent of this sector. For other
African countries – such as Ghana, Mozambique, Tanzania and
Uganda – the growth of supermarkets has not been as drama-
tic, but researchers predict swift changes in the next five years.
Shifts in demographics are creating the critical mass of con-
sumers that supermarkets need in order to be profitable. A
growing urban middle class can now afford to buy packaged
foods, brand names and gourmet items, and more working class
residents are in need of ‘one stop’ shopping. 

Technoserve believes that, for rural entrepreneurs in devel-
oping countries to sell their products to urban supermarkets,
they need to (a) understand how supermarkets procure prod-
ucts and (b) use post harvest methods that meet the needs of
the companies they want to sell to – or that give them a com-
petitive advantage over other suppliers. This involves going far
beyond traditional washing and crating of products to include
packaging, labelling – even bar-coding and refrigerated deliv-
ery. It also means that most entrepreneurs will need invest-
ment capital to make this giant leap forward. In Ghana, in
2002, Technoserve trained 322 small-scale pineapple and cit-
rus fruit farmers in organic production, helped them to become
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organically certified and then established a commercial link to
Athena Foods, a local juice processing plant. Athena, in turn,
processed and bottled $400,000 of organic juice for a new
supermarket client in the Netherlands. All over Africa, it is
hoped that the development of supermarkets may provide a
stepping stone to supermarkets in the US and Europe for other
producers and entrepreneurs who succeed at becoming part of
the farm-to consumer chain in their own countries. (Source:
Technoserve, 2002)

Trade union obtains marketing license for informal
women producers, India 
Trade unions have helped their members to link with markets
in a variety of ways. For example, during the agricultural off-
season about 80–90 per cent of women in Gujarat, India,
engage in gum collection from the forest areas where they live.
Although there is a thriving open market for gum that includes
textile and pharmaceutical companies, the collectors have his-
torically been restricted by law to selling their products to the
National Forest Department. The Self Employed Women’s
Association (SEWA) negotiated with the Gujarat State
Forestry Development Corporation to obtain a license for their
members to collect gum and to sell it to private traders who
pay higher prices. 

SEWA Marketing now sells about 60,000 kilograms of gum
per year to the textile processing, pharmaceutical, fire cracker
and printing industries at the rate of 20 rupees per kg for black
gum, 35 rupees per kg for red gum and 60 rupees per kg for
white gum. The Forest Development Corporation continues to
procure gum at the rate of 9 rupees per kg. SEWA Rural has
also worked extensively to facilitate the transfer of appropriate
technology and skills so that gum collectors can increase their
yields and secure a better price for their products. In addition,
SEWA has partnered with the Centre for Science for Villages
to provide training for women on improved collection tech-
niques and the production of various gum-derived products,
such as chocolates, chewing gum and a variety of Indian
sweets. (Source: Chen, Jhabvala and Nanavaty, 2003)
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Women fishworkers union uses ICTs as marketing tool,
Senegal  
In Africa, many women entrepreneurs who are traders, ranging
from micro-trading in foodstuffs to large-scale import-export
trade, are in need of market information and are beginning to
use ICTs to access this. In Senegal, the Grand Coast Fishing
Operators Union, an organisation of women who market fish
and fish producers, uses ICTs to exchange information on sup-
ply and demand between their different locations along the
Atlantic coast. The women feel that this tool has improved
their competitiveness in the local market. They are planning a
website to enable the nearly 7,500 members to promote their
produce, monitor export markets and negotiate prices with
overseas buyers before they arrive in Senegal. (Source: Hafkin
and Taggart, 2001)

Improving skills and technologies 

Access to markets is only half of the battle in assisting small
producers to benefit from the opening up of markets. They
must also be able to compete in these markets in terms of
quality, price and delivery. Normally, this will mean assistance
with skills training, improved production technologies and
credit. The following examples show that NGOs and women’s
membership associations and trade unions have been particu-
larly active in this field. As will be seen, skills training has in
all cases been linked with market considerations.

Training for self-employment, Bangladesh 
The Centre for Mass Education in Science (CMES), an NGO
that was founded in Bangladesh in 1978, uses a flexible skills
training programme that leads to immediate income genera-
tion. The programme is directed at adolescents and youth who
can afford education only in terms of learning while earning. It
now serves 20,000 students in 17 rural areas and has a specific
gender empowerment programme aimed at helping young
women to shake off discrimination and stereotypes and to take
an active part in the economy in terms of more challenging,
skilled work. A crucial aspect of the programme is the careful
examination of the present state of the economic and tech-
nology scenario, especially in the informal economy and its
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interface with the formal economy. It identifies and pilots
small income-generating activities that have not been tried
before in the villages, including soap and candle making, solar
electrification and computer use. (Source: ILO, 2002) 

Skills upgrading and marketing services for informal
clothing manufacture, South Africa  
In 1999, the City Garment Project was initiated to support the
nearly 2,000 informal clothing manufacturers operating in the
Johannesburg inner city. This project is a collaboration
between the Johannesburg Development Agency – set up by
the City Council to redevelop the inner city – a local busi-
nessman and a development consultancy, Bees Consulting
Group (BCG). There are two inter-related components of the
project: skills upgrading and securing access to new markets.
The local businessman has established a sewing training and
display centre that offers subsidised sewing courses. So far over
300 garment operators have been trained. A system of business
mentorship has been established in which second and third
year business science students from CIDA Business School, a
college located in the inner city, assist individual entrepreneurs
in business strategy. In terms of accessing new markets, the
project focuses on establishing business linkages, particularly
between garment operators and designers. It also actively seeks
orders from institutions such as schools. Further, a number of
fashion shows have been held, giving exposure to the garments
being made in the district. A recent impact assessment con-
cluded that those who had been involved in the project had
improved the quality of their garments and their production
process and manufactured a much greater variety of products.
It was also demonstrated that they now kept business records
and were able to market their products. In addition, they
secured more orders because of the variety of their products.
(Source: Jocum and Cachalia, 2002)

NGO links women with improved technology to produce
for export markets, Samoa 
In addition to skills training, the introduction of improved
production technologies can also be necessary to compete in
export markets. Women in Business Development Incor-
porated, an NGO, assisted several rural communities in Samoa
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to acquire an improved processing technology that has enabled
them to access export markets for organic virgin coconut oil
and associated value-added products. In addition to assistance
with technology transfer, the NGO has helped with credit for
the purchase of equipment and with training of village women
and their families in the operation of the new technology. It
has also helped to identify markets, to obtain organic certifica-
tion and monitor standards and to establish a central purchas-
ing export company. (Source: Cretney and Tafuna’i , 2004)

Trade union obtains marketing license for informal
women producers, India
ICTs can also be used by informal producers to increase
productivity and competitiveness. The National Development
Dairy Cooperative, whose 10.7 million member-owners pro-
duce the major share of processed liquid milk marketed in
India, introduced a computerised system to measure and evalu-
ate the milk that small producers delivered to their local
collection centres. In the past, the fat content in the milk was
calculated through a cumbersome measurement process hours
after the milk was received. Farmers were paid every ten days
based on the co-operative society staff ’s manual calculations of
the quality and quantity of milk. Malfeasance and under-
payment to farmers, although difficult to substantiate, were
commonly alleged. 

With the new computerised system, dairy farmers receive
immediate payment and save considerable time. Farmers deliver-
ing milk to the collection centres drop their identification card
into an electronic reading machine that transmits the identifi-
cation number to a computer. The farmer’s milk is then emp-
tied into a steel trough, and the weight is instantly displayed to
the farmer and communicated to the computer. A sample is
also fed into a machine that determines the milk’s fat content
in seconds, displaying it to the farmer while electronically
recording it. The total value of the milk is then printed on a
payment slip and issued to the farmer, who collects the pay-
ment at an adjoining window. In many centres the entire
transaction takes no more than 30 seconds from delivery to
payment. The system is currently installed at 2,500 milk col-
lection centres, benefiting more than 50,000 dairy farmers.
(Source: Jhabvala and Kanbur, 2002)
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Goal 2: Securing Rights 

Securing rights of informal wage workers 

As we saw in Chapter 3, even when economic reforms lead to
the creation of jobs there are often concerns expressed as to
the quality of these jobs. Specific areas of concern, as the
examples in Chapter 3 illustrate, include the situation of
informal workers, especially women, in labour-intensive manu-
facturing, commercial agriculture, horticulture and globalised
service provision. Within and across these sectors, there are
important differences between informal workers, both women
and men, who work in export processing zone factories, other
units in EPZ enclaves, domestic factories or workshops, com-
mercial farms and home-based sub-contracted production.

Strategies that have been adopted in an attempt to deal
with this issue include: 

• the development and ratification of international labour
standards and conventions and the development, imple-
mentation and monitoring of codes of conduct;

• changes in national labour legislation, including extending
the scope of the employment relationship; and 

• collective bargaining agreements and grievance mecha-
nisms.

Labour standards and codes of conduct, international 
In 1988, the ILO produced the Declaration on the Fund-
amental Principles and Rights at Work. In the Declaration, the
ILO’s Member States agreed that, regardless of their level of
development, they should all respect, promote and realise:

• freedom of association and the effective recognition of the
right to collective bargaining;

• the elimination of all forms of forced or compulsory labour;

• the effective abolition of child labour; and

• the elimination of discrimination in respect of employment
and occupation.

Together, these are known as the core labour standards that
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should, in principle, apply to all workers. However, with the
increasing globalisation and changing employment relations
described in Chapter 3, many workers find themselves
excluded.

ILO Convention for Homeworkers, international 
For example, as the number of homeworkers has increased,
labour standards and collective bargaining have been bypassed,
leading to unacceptable standards of work. The work of a num-
ber of activist organisations led to the elaboration of the only
ILO Convention specifically targeted to the informal economy
– the 1996 ILO Convention on Home Work (Convention No
177) – which sets out minimum standards as to pay and work-
ing conditions for homeworkers. A related Recommendation,
also passed in 1996, details a full programme to improve the
conditions of homeworkers. To date, only Finland and Ireland
have ratified the Convention, although several other countries
are considering national legislation in line with the
Convention and its Recommendation, and the EU has encour-
aged its member states to consider ratification. The text of the
Convention can be found in Appendix 1.

Voluntary codes of conduct 
Closely associated with core labour standards are voluntary
codes of conduct. Over the past three decades, as corporations
have grown both in size and in terms of influence over all
aspects of economic and social development, there has been an
associated shift of power from governments to large corpora-
tions. This growth in the size and influence of corporations is
now accompanied by calls for companies to act responsibly.
One mechanism through which this is achieved is the imple-
mentation and monitoring of voluntary codes of conduct.
These are voluntary agreements drawn up at a company, indus-
try or multi-sector level to outline basic social or ethical stan-
dards. A popular issue around which codes of conduct have
been developed is that of labour standards in global supply
chains. Many companies have their own code covering issues
such as health, safety and child labour. However, other basic
human rights in the workplace, particularly the right to organ-
ise and bargain collectively, remain controversial and do not
feature in many codes.

The work of a
number of

activist
organisations led

to the elaboration
of the only ILO

Convention
specifically

targeted to the
informal economy

– the 1996 ILO
Convention on
Home Work … 
which sets out

minimum
standards as to

pay and working
conditions for
homeworkers.
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Trades unions and campaigners have developed ‘model
codes’ as a benchmark for acceptable practice. They concen-
trate on five key areas within the ILO Conventions:

• forced and bonded labour (No 29 and 105 and recommen-
dation 35);

• freedom of association (No 87);

• the right to collective bargaining (No 98);

• no discrimination (No 111 and No 100).

Health and safety in the workplace is also a key demand. A
more recent and controversial addition to the content of codes
is that workers should receive a living wage. This recognises
that legally set minimum wages, which are included in many
company codes, are often not adequate to meet the basic needs
of workers. (Source: Burns and Blowfield, 2000) 

Ethical Trading Initiative, UK 
Codes of conduct and ethical trade are closely linked, and an
interesting and influential example relating to the develop-
ment and implementation of codes of conduct between busi-
ness interests and civil society is that of the Ethical Trading
Initiative (ETI) in the UK. This was formed in 1998 to bring
together companies, NGOs and trade unions in a joint approach
to labour codes of conduct, using the ETI Base Code (which
corresponds closely with the ILO core conventions). The ETI
works with local stakeholders in developing countries and has
a number of working groups to develop learning on the moni-
toring and verification of codes of conduct for different sectors
and groups of workers (including homeworkers). It is also cur-
rently running a series of pilot programmes around the world –
China, South Africa and Zimbabwe being the first to report –
that test different ways of monitoring and verifying codes of
conduct. (Source: ILO, 2002a; Redfern and Snedker, 2002) 

Application of ETI Base Code, South Africa 
A good example of codes of conduct in practice comes from
South Africa. Here, with increased exposure to global pressures
following liberalisation, farmers growing deciduous fruits for
the UK market have become subject to the implementation of
the Base Code of Conduct of ETI to which most UK super-
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markets belong. Combined with new national labour legisla-
tion, this has led to better conditions for some women workers,
especially those with permanent contracts. However, a down-
side of this initiative is that, under pressures of global com-
petition to keep costs low, some growers are shedding on-farm
labour and rehiring the same women as off-farm workers, mak-
ing it easier to avoid paying benefits. The lack of unions for
rural workers in general and women in particular makes it dif-
ficult for women to make their case for retribution. (Source:
Barrientos et al, 2004) 

National homeworkers code of conduct, Australia 
Another example at the national level is that of codes of con-
duct applied to homeworkers in Australia. For each factory
worker in the garment industry in Australia, there are 15
homeworkers. In their work to organise homeworkers, the
Textile, Clothing and Footwear Union (TCFUA) launched a
consumer campaign to encourage retailers to sign up to a code
of good practice. Homeworkers were defined as persons who
manufacture products at home or in premises other than a reg-
istered factory. The trade union also won a binding, industry-
wide agreement on the terms and conditions of home-based
employment. A unit within the union monitors the situation
of garment homeworkers and files cases against companies that
fail to comply with the conditions of the agreement. TCFUA
worked with consumer, church, community and student groups
to encourage signatories to the code of good practice. 

Parties to the code agreement – including the union, the
Council of Textile and Fashion Industries Ltd, the Australian
Chamber of Manufacturers and the Australian Business
Chamber – agreed on issues such as pay rates, hours of work,
workers’ compensation and payments to a retirement pension
fund. Homeworkers, who are union members, also receive
advance notice when work is no longer available for a period.
In 1996, TCFUA lobbying led to the passage of a federal law
protecting their pay and working conditions. When a backlash
tried to remove the legal protections for clothing home-
workers, it was defeated in court in 1999. The same year, the
union successfully pursued legal actions against a number of
major textile companies that had been ignoring the federal
law. (Source: TCFUA, 1996)
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Extending labour legislation to agricultural and domestic
workers, South Africa 
Through a combination of union campaigns and negotiations
in a statutory tripartite (plus community) forum, workers rights
and protections have been extended to large numbers of vul-
nerable women workers in South Africa. This includes the right
to organise, bargain collectively, access the dispute resolution

Box 20 Effectiveness of Codes of Conduct and
Ethical Trade Initiatives

Despite the data limitations, there is evidence of ethical
trade delivering on social/environmental goals. Examples
include:

• reductions in child labour in Central American garment
manufacture;

• workers being reinstated and allowed to unionise in
garment factories in Central America;

• improvements in environmental management in
electronics factories in Thailand;

• improvements in health and safety conditions in
footwear factories in South-East Asia;

• reductions in water and air pollution emissions from
factories in Asia.

However, relatively successful consumer campaigns – such
as the growth of Fair Trade coffee – are overshadowed by
the larger number that have little or no impact. Voluntary
mechanisms to encourage reporting on social and
environmental issues by big firms have led only a small
percentage of firms to comply. Where self-regulated
initiatives, such as codes of conduct, have been accepted
by firms, they have come in for criticism as window-
dressing: “to date such initiatives have had a more visible
effect on their firms’ market image in the North than on
the actual pay and conditions of workforces in the South”. 

Source: Heeks and Duncombe, 2003
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processes and be protected from dismissal. It includes minimum
conditions of employment such as leave, sick leave, maternity
leave (although unpaid), overtime pay, prevention of discrim-
ination, affirmative action and access to skills development. It
applies not only to workers with full time-employment and a
single employer, but also to part-time workers and those with
multiple employers. Recently, minimum wages were legislated
through sectoral determinations for domestic and agricultural
workers. Such determinations are made for ‘vulnerable’ work-
ers, where collective bargaining forums are not in place.
(Source: Chris Bonner, personal communication)

Unemployment insurance for domestic workers, South Africa
In 2003, after a 15-year struggle, domestic workers in South
Africa were finally brought under the Unemployment
Insurance Act covering employed workers. This requires
employers to register their domestic workers and pay a monthly
levy to a Fund. Workers also contribute. The Fund covers
unemployment, maternity, sickness and death. Enforcement of
the law is a problem, but there is evidence emerging of positive
results in some areas. Statistics from the official disputes reso-
lution body, the Commission for Conciliation, Mediation and
Arbitration (CCMA), show fairly extensive usage of the dis-
putes resolution machinery by the domestic sector. Latest sta-
tistics (April-December 2003) show that 12 per cent of all
referrals were from this sector, second only to the retail sector.
The majority of cases referred are about dismissals – 85 per
cent between 1999 and 2003. (Source: Chris Bonner, personal
communication)

Industry-specific welfare funds for informal workers, India 
In India, the Government has set up a number of welfare funds
for workers in specific industries, including building and con-
struction, bidi (cigarette) and cigar rolling and mining. These
funds are created by enactment of special Acts of Parliament.
For example, the Building and other Construction Workers’
(Regulation of Employment and Conditions of Service) Act
was passed in 1996. Unlike previous legislation, this bill
extended coverage to construction sites previously excluded:
those sites that “employ, or had employed on any day of the
preceding twelve months, ten or more building workers in any 
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building or other construction work”. Among the require-
ments of this law are: the issuance of identity cards and atten-
dance cards; the creation of a welfare fund; the provision of

Box 21 Welfare Funds for Bidi Workers in India

A constraint that governments face in providing social
protection to informal economy workers is the difficulty of
identifying workers who do not work in formal factories or
other institutional settings. One solution to providing
coverage for workers in the unorganised sector is through
taxing not the employers but the revenue that the sector
generates. Termed ‘welfare funds’, the funds raised from
these levies are used on the welfare of the workers
producing the taxed products. For instance, India uses this
system for the benefit those who produce bidis (hand-
rolled cigarettes). There are estimated to be over four
million bidi workers in India, 90 per cent of whom are
women. Most of them work under a sub-contract from their
homes for a low piece rate and without access to health
insurance or social security. 

The Bidi Workers Welfare Act (1976) provides the national
labour legislation that taxes the revenue generated by the
sector (but not employers) to create a welfare fund
administered by government. Taxes of 50 paise (or half 
a rupee) per 1,000 bidis are levied. The welfare fund
operates hospitals and dispensaries, awards scholarships
and provides school supplies and uniforms. However, the
expenditures are limited and do not cover standard aspects
of social protection such as sickness, occupational injury,
maternity, disability, old age or survivors and unemployment
coverage. Recently, welfare funds have been extended into
group insurance for which the welfare fund pays half. The
remainder is subsidised by the Life Insurance Corporation
Insurance Scheme. While some 2.7 million workers are
covered by the Bidi Welfare Fund, estimates put the
number of bidi workers at 4.3 million, which reveals the
problems in getting employers to issue ID cards.

Source: Jhabvala and Tate, 1996
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insurance coverage and payment of medical expenses; and the
payment of minimum wages. Additionally, building sites with
more than 50 workers are required to set up crèches for the
children of workers. 

Another sector specific law is the Bidi and Cigar Workers
(Conditions of Employment) Act, 1996. This bill expanded
the definition of ‘employee’ to those who work under the ‘sale-
purchase system’. The Act also created a national minimum
wage to be adopted by all states in India. Welfare funds for bidi
workers, 90 per cent of whom are women, are also generated by
the Bidi Workers Welfare Cess Act (see Box 21). (Source:
Jhabvala and Kanbur, 2002; Subrahmanya, 2000).

Unorganised Sector Workers (Employment and Welfare)
Bill, India 
At present, the Government of India is actively reviewing a
national bill on workers in the unorganised sector, drafted by
the National Commission on Labour and submitted to Parlia-
ment in 2002. This Bill has the objectives of regulating “ the
employment and conditions of service of unorganised sector
workers and to provide for their safety, social security, health and
welfare”.2 It defines a worker as “ a person engaged in Scheduled
Employment whether for any remuneration or otherwise” (122
occupations are listed as Scheduled Employment). The Bill:

• provides for the establishment of Workers’ Facilitation
Centres to support and assist unorganised workers, which:

– are responsible for registration of workers and for guid-
ance on a range of issues, such as dispute resolution, self
help groups and schemes available for their benefit;

– will maintain a register of workers and provide an iden-
tity card and social security number;

– will be responsible for formulating safety and social
security schemes, including health and medical care,
employment injury benefit, maternity benefit, old age
pension and safety measures;

• provides for the setting up in the states of an Unorganised
Sector Workers’ Welfare Fund, with funds from government
and contributions by employers and registered workers; and
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• sets out minimum conditions of service, including hours of
work and minimum wages. 

There is an attempt to safeguard the rights of women. Wage
discrimination on the grounds of gender is prohibited and a
women worker is entitled to “such maternity benefits with
wages as prescribed”. Employers are liable also to pay compen-
sation for injury on duty (see Appendix 2 for the details of the
bill). (Source: Government of India, 2003; Shalini Sinha,
2004)

New Labour Act, Ghana 
The Ghana Trade Union Congress (TUC) recently undertook
a review of labour laws. It found that the these laws were out-
dated, fragmented and did not fit with either work realities or
the Ghana Constitution. The resulting New Labour Act
(2003) was negotiated through a tripartite process, involving
the government, trade unions and employers. The Act applies

Basket weaver, Ghana
INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT
(IFAD)/ROBERT GROSSMAN
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to all workers (excluding armed forces, police, etc). A key
objective of the TUC was to extend important protective ele-
ments secured by formal workers to informal workers. The Act
contains special provisions relating to temporary and casual
workers that allow them to benefit from the provisions of
collective agreements, such as equal pay for work of equal
value, access to the same medical provisions available to per-
manent workers, full minimum wage for all days in attendance
(even if the weather prevents work) and public holidays. In
addition, a temporary worker employed by the same employer
for a continuous period of six months or more must be treated
as a permanent worker. (Source: Owusu, 2003; Asemoah,
2004)

Supreme Court judgements, India  
The Supreme Court of India has recognised street vending and
hawking as a fundamental right. In 1985, in Bombay Hawkers
Union vs Bombay Municipal Corporation, the Court directed
that each city should formulate schemes that would include
hawking and non-hawking zones. This was followed by the
1989 judgement of Sodhan Singh Etc. vs New Delhi Municipal
Committee where hawking was declared to be a fundamental
right under Article 19(1)g, subject to reasonable restrictions.

The Supreme Court has also recognised the employment
relationship in situations where this relationship is disguised. In
the case of Saruspur Mills Co. Limited and Ramanlal Chimanlal
and Others in 1973, the Court held that even the employees
employed by the Co-operative Society that managed the can-
teen of a factory were the employees of the factory and were
entitled to all benefits. In the same year, in the case of Silver
Jubilee Tailoring House and Others and Chief Inspector of Shop and
Establishment and Others, the Court held that if an employer
has the right to reject the end product, the element of control
and supervision is also present. In 1978, the Court held that if
the livelihood of the workers substantially depends on labour
rendered to produce the goods and services for the benefit and
satisfaction of an enterprise, the absence of direct relationship
cannot snap the real life bond. (Source: Renana Jhabvala,
personal communication)
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Box 22 Extending National, State or Provincial
Legislation to Informal Workers: Further Examples

At the national level:

• The UK recently passed a national minimum wage law
that covers homeworkers. The law put the burden on
employers to show that the worker is an independent
contractor and not an employee, thus addressing the
problem of ‘disguised workers’.

• In 1994, legislation was introduced in Chile that
explicitly defined a category of temporary workers.
Employers are required to issue a written labour
contract for workers, and to register this in the Labour
Office after 28 days of continuous employment (Lund
and Nicholson, 2003).

• A recent policy change in Chile was aimed at extending
coverage of health insurance to temporary workers.
Workers in Chile are required to contribute 7 per cent
of their earnings to a public or private health insurance
plan. However, because a high proportion of the
temporary workers work without contracts, they could
only access basic health care as indigents for most of
the year, which provided a strong disincentive for
affiliation. On his election, President Ricardo Lagos
asked the government’s women’s service SERNAM to
negotiate with FONASA (Ministry of Health) to extend
coverage for outpatient and secondary health care for
12 months to temporary workers with three months of
payroll contributions. To overcome some of the
administrative problems in implementing this
programme, temporary workers were provided with 
a card that, on presentation to health-care providers,
guarantees their access to health care. These cards
were introduced in January 2002.

• In January 2001, SERNAM set up four tripartite
commissions in Chile to consider ways in which the
welfare of temporary workers in horticulture could 
be improved. 
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Trade union encourages multinational company to
establish grievance mechanism, international  
What can workers do to ensure that employers adhere to
labour legislation? A lead firm that has implemented a griev-
ance mechanism is the banana company Chiquita. In 2000,
the company signed an international framework agreement
with the International Union Federation for Food, Agriculture
and Allied Industries (IUF) that creates a forum for addressing

Box 22 (continued)

• Also in Chile, the Labour Protection Act of 1997 is
intended to improve working conditions for informal
workers, including spelling out the rights of women,
child, and migrant workers.

At the state or provincial level:

• The state of Kerala in India has introduced old-age
pensions for agricultural workers with below-poverty
incomes.

• In Madeira, an autonomous region of Portugal, the
Portuguese statutory social security system has been
extended to cover home-based embroiderers for old
age, disability, maternity and sick days.

• In the Rizal province of the Philippines, if proven need
is show to the hospital’s social service department,
patients can receive a 50 per cent discount. If they still
cannot afford the bill, they can approach the Municipal
Social Welfare and Development Office, which can pay
the remainder through the disbursement of municipal
funds. This process can also be used by pregnant
homeworkers who cannot afford delivery charges.

• In some states in the US, domestic workers (those who
work in other people’s homes as housekeepers or
babysitters) receive some but not all protections that
protect formal economy workers.

Source: compiled by WIEGO

MAINSTREAMING INFORMAL EMPLOYMENT AND GENDER IN POVERTY REDUCTION

150



workers’ rights violations arising in the company’s operations
and supply chains. According to the Communications Manager
of IUF, “Multinational companies make strategic decisions at the
global level, but most refuse to accept global responsibility for
industrial relations … that is why agreements like this one are
a valuable tool for bringing industrial relations into the new
environment of globalised production.” (Source: Oxfam, 2004)

Export company promotes rights of women workers, Kenya
In Kenya, a company that is involved in exporting and that
employs part-time and temporary women workers has set up a
Gender Committee specifically to address the concerns of
these workers. Representatives from all areas of the workforce
are elected onto the committee where they meet with senior
management to raise issues and seek solutions. Among other
things, they have instituted training on women’s rights and
private counselling sessions for sufferers of domestic violence.
(Source: Sally Smith et al, 2003)

Securing rights of the self-employed 

While self-employed or own account workers benefit from
many of the initiatives outlined above, they also have particu-
lar concerns and needs that do not relate to wage workers.
These include the right of access to economic resources includ-
ing credit, land and natural resources and the right to a fair
share in the benefits of their intellectual property.

The right of access to credit has been written about at
length and there are numerous books and articles that supply a
wealth of examples of how this issue has and is being dealt with
– particularly in terms of ensuring that women producers have
the financial means to support their enterprise activities. Here
we give examples of protecting access to land and intellectual
property rights.

Grassroots union lobbies for land rights for rural women,
Mozambique 
The absence of legal property rights means that potential
entrepreneurs are not able to use, build, recombine or
exchange their assets in the most productive way in order to
generate additional value. For example, if informal operators

… self-employed
or own account
workers … have
particular
concerns and
needs that do not
relate to wage
workers. These
include the right
of access 
to economic
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including credit,
land and natural
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held title to their land, they would be able not only to build on
the land but also to use it as collateral. Without being able to
convert assets into productive capital, they do not have the
means for entrepreneurship, innovation, business growth or
development. This also means that a country is not able to
effectively harness capital from domestically available assets.
In many developing countries where secure title to land does
exist, it is men who own and control the land. In several coun-
tries, women cannot even hold title to land. In Mozambique,
the National Farmers Union (NFU), an association of some
430 local co-operatives and farmers groups led by a woman
grassroots leader, lobbies the Government to issue land-owner-
ship deeds to rural women. Despite resistance from the male-
dominated bureaucracy, the NFU has helped some 95 per cent
of its members to secure deeds of ownership. (Source: ILO,
2002a; UNCTAD, 2001)

Indigenous people win rights to share in commercialisation,
Southern Africa 
Hoodia is a succulent plant that has long been chewed by the
San people in southern Africa to suppress hunger. The active
ingredient, known as P57, was isolated and patented in 1996
by scientists from the South African Council on Scientific and
Industrial Research (CSIR). In 1997, CSIR licensed Phyto-
pharm, a UK-based drug development company, to develop
and commercialise P57, though CSIR retained the patent. In
1998, Phytopharm in turn sold the rights to license the drug for
$21 million to the US-based pharmaceutical giant Pfizer.
Given current concerns about obesity, the potential for an
appetite-suppressing drug based on P57 is great. In 2001, media
reports on the deals between CSIR, Phytopharm and Pfizer 
led to a huge increase in the share price of Phyopharm. They
also alerted the San to the potential use of their traditional
knowledge.

A few months later, the South African San Council was
selected to represent the interests of more than 100,000 San
people in Angola, Botswana, Namibia, South Africa, Zambia
and Zimbabwe in discussions with the CSIR on options for
sharing the benefits emanating from their traditional know-
ledge. In March 2002, a Memorandum of Understanding
(MoU) was signed between the CSIR and the San under
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which the CSIR formally acknowledged the San as the custo-
dians of their traditional knowledge. In return, the San
acknowledge the CSIR’s need to protect its investment in iso-
lating hoodia’s appetite-suppressing ingredient by patenting it
in CSIR’s name. The MoU led to an agreement in March 2003
outlining how any benefits will be shared. The potential
income for the San – which could exceed $7 million per year
for the 15 to 20 years before the patent expires – will be
deposited in a San Hoodia Sharing Trust established by the
CSIR and the San and will be used for the “general upliftment,
development and training of the San community”. (Source:
Scheckenberg, 2003) 

Goal 3: Promoting Protection 

Promoting protection against common contingencies 

Social protection, including safety nets, health insurance and
pensions, is a major element in reducing risk for the working
poor. Different types of strategies for providing these services
to women and men have been tried in several countries. They
include those that extend existing government schemes to infor-
mal workers, those that combine government and voluntary
schemes and those that are established by the voluntary sector.

Pension scheme for the elderly poor, South Africa 
With its 40 million people, South Africa has a healthy private
pension regime. It is a vastly unequal society, however, and for
the many poor people who cannot make private provision for
their retirement, there is an additional social assistance
scheme, which gives elderly people (women from 60, men from
65) a monthly means-tested cash transfer, payable from general
revenue. The benefit, which goes to more than 80 per cent of
all poor elderly people – about 1.5 million people – has inter-
esting characteristics: it goes disproportionately to women
(who receive it earlier, live longer and spend it better), it
reaches rural areas and it has an important poverty alleviation
effect in the three generation households in which most eld-
erly people live, as it is pooled as general household income.
The pension is a vitally important source of household security
and plays a role in the promotion of small enterprises. It has a
household income-smoothing function: it is spent on ‘social’
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items such as children’s schooling and transport to health serv-
ices, and it is used for agricultural inputs and for small enter-
prise development. There are a number of signs of its impor-
tance in local and rural economies: major hire purchase firms
have changed their collection schedules to coincide with pen-
sion days; and clients of a micro-finance organisation have
asked for co-ordination between pension payment dates and
dates of micro-finance loan repayments. (Source: Lund and
Srinivas, 2000)

A government-initiated voluntary scheme for health and
pension provision for informal workers, Costa Rica 
An increasing proportion of the labour force in Costa Rica is
not covered by occupationally related social insurance.
However, voluntary insurance is available for independent
workers, own account workers and non-remunerated workers
(family workers, housewives and students). It is aimed at those
who have either never contributed to a health or pension plan
or who did not do so for long enough to accumulate adequate
benefits. To join, it is necessary to have a per capita family
income that is lower than the basic basket of food products
determined by the Statistics Institute. Although joining is vol-
untary at present, it will become statutory in 2005. It is funded
by the contributions of the state and the individuals who join.
That so many independent workers are reached by the system
is remarkable and is in marked contrast to the old age benefit
system. This is an interesting example of where a country with
a good history of social provision is attempting to adjust in
flexible ways to change in the labour market (i.e. increasing
numbers of informal workers). (Source: Martinéz and Meso-
Lago, 2003)

Unorganised Sector Workers’ Social Security Scheme, India
Over 90 per cent of India’s workers are in the informal econ-
omy (including agricultural workers), with little – if any –
statutory social security. Most are casual labourers, contract
and piece-rate workers and self-employed own-account work-
ers. The Government of India recently launched the
Unorganised Sector Workers’ Social Security Scheme on a
pilot basis in 50 districts. The scheme provides for three basic
protections: old age pension, personal accident insurance and
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medical insurance. It is compulsory for registered employees
and voluntary for self-employed workers. Workers contribute
to the scheme, as do employers. Where self-employed workers
join the scheme they pay worker and employer contributions.
Government also contributes. Workers Facilitation Centres
are being set up to assist workers (see above under Securing
Rights of Informal Workers). The scheme will be administered
through the already existing Employee Provident Fund Organ-
isation offices around the country. (Source: Government of
India, 2004a)

Box 23 Examples of Social Protection Systems 

In Bolivia, a Mutual Health Insurance Scheme covers basic
health services for its members, half of whom are informal
economy workers excluded from other social security
systems. The programme is run by an NGO and financed
through member contributions and grants from
development agencies.

In Brazil, the Rural Social Insurance Programme is a 
rare Latin American example of state-sponsored social
protection for those outside the formal sector. The
programme is a non-contributory pension and disability
programme for the rural poor, instituted by the 1988
Constitution that extended basic pension benefits to the
old and disabled in informal rural employment. It has not
only alleviated poverty but has also lead to recipients
moving from subsistence agriculture to sustainable
household production. Ancillary social benefits include
increased school enrolment among children in beneficiary
households.

The National Pension System in Japan provides health and
pension insurance for more than 90 per cent of people,
including informal workers. Japan does not distinguish
between the formal and informal economy or between self-
employed workers and those in micro-enterprises.

Source: Lund and Srinavas, 2000
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SEWA’s integrated social insurance scheme, India 
At present, the largest comprehensive contributory social
security scheme in India for informal economy workers is the
Integrated Social Security Programme set up by the Self
Employed Women’s Association (SEWA) (see Box 24).
SEWA’s insurance programme insures more than 100,000
women workers and covers health insurance, including a
maternity component, life insurance and asset insurance. The
scheme requires that subscribers have a SEWA bank account
and that they take out all three parts of the package. Women
have a choice of contributions and coverage, which can incor-
porate husbands and children. The premium structures, includ-
ing lifetime, annual and monthly payments, are designed to
suit different income groups among the very poor. SEWA is 
decentralising its operations to accommodate the large number
of poor rural women who want to join the scheme.

SEWA has shown that it is possible to create schemes that
are adaptable, reproducible and profitable. This scheme demon-
strates that workers are willing to pay for insurance in increas-
ing amounts, as long as the service is appropriately designed
and sensitive to their needs. SEWA is planning to expand its
health benefits as well as trying to increase private sector and
government participation. (Source: Chatterjee and Vyas,
2000; Lund and Srinavas, 2000)

Government sponsored social protection, Thailand 
The formal social insurance programme in Thailand, adminis-
tered by the Social Security Office (SSO) has been changing
and expanding in recent years, with the benefits increasingly
being extended to smaller enterprises and informal workers.
The programme covers sickness, maternity, disability, death
and survivor grants, maternity benefits for 90 days, old age
pensions and child allowances. In the late 1990s and early
2000s, it covered only about 15 per cent of the workforce and
mostly formal workers. It may cover a larger percentage now as
compulsory participation was extended to establishments with
one or more workers in April 2002 (and will finally be
extended to the agricultural, fishery and forestry sectors in suc-
cession). Apart from the contributory SSO scheme and addi-
tional programmes covering pensions and health care for civil
servants, the Thai Government has social assistance pro-
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grammes for targeted groups, voluntary subsidised health cards
for those not covered by the SSO programme and labour pro-
tection laws. The aim is to provide universal health coverage
within 10 to 15 years, and the Government has instituted a ‘30
Baht Health Scheme’ to begin moving in this direction.
(Source: Lund and Nicholson, 2003)

Promoting protection for migrant workers 

While all of the above schemes deal with local populations, it
is often those who have crossed borders (either legally or ille-
gally) who are most at risk and most in need of protection, as
we saw in Chapter 3. Actions have been taken in support of
these types of workers also.

Migrant care workers programme, Canada 
The demand for foreign household and care workers has grown
in the OECD countries, with rising female employment rates,
changes in family structures and an ageing population leading
to higher dependency ratios. A good number of these workers,
who are primarily women, have ‘irregular’ status. In 2002,
Citizenship and Immigration, Canada, established the ‘Live-in
Caregiver Program for employers and caregivers abroad’, based
on labour market shortages of Canadian or permanent resi-
dents to fill the need for live-in care for children, elderly
people or persons with disabilities. Prior to this programme,
Canada was providing permanent resident status for house-
keepers, servants and others providing personal services to
only a very limited number of people. The Live-in Caregiver
Program offers the possibility of applying for permanent resi-
dence in Canada after two years of employment. (Source: ILO,
2004b)

Model contracts to safeguard migrant domestic workers,
several countries 
In many countries domestic work is excluded from the scope of
national labour and/or other laws. The ILO’s approach has
been to regulate the recruitment process and introduce model
contracts incorporating basic issues such as salary, hours of
work and weekly rest. The approach has been used in several
countries. For example, Hong Kong has adopted a model con-
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tract for domestic workers and has established a ‘hotline’ to
receive complaints from domestic workers. Jordan has included
in a model contract entitlements to life insurance, medical
care, rest days and repatriation upon expiration of the con-
tract, and reiterates migrant women’s right to be treated in
compliance with international human rights standards. Other
countries also use model contracts in relation to particularly
vulnerable occupations such as domestic work, manual labour
and agricultural work (e.g. Sri Lanka and Tanzania). (Source:
ILO, 2004b)

Goal 4: Promoting Voice 

Organising informal workers 

Throughout the Handbook, we have referred to the impor-
tance for women and men in the informal economy to be
organised in unions, co-operatives or other membership-based
organisations through which they can gain representation and
voice in local, national, and international policy-making or
rule-setting fora. There are two basic paths to organising in the
informal economy: 

• when new organisations are set up by informal workers
themselves (self-organisation); and

• when an existing union or union federation extends its field
of activity to include informal workers (Gallin, 2002). 

Over the past three decades, organisations of informal workers
have been established in different corners of the world. And,
over the past decade or more, existing trade union federations
and trade unions have begun to recruit and/or provide services
to informal workers. In addition, several international alliances
of informal workers have been formed which together consti-
tute a growing international movement of informal workers
and their advocates.

1. New organisations of informal workers  
Trade unions 
The largest trade union of informal workers is the Self
Employed Women’s Association (SEWA) of India, which has
over 700,000 members (see Box 24). 
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Box 24 The Self-Employed Women’s Association
(SEWA) of India

SEWA, established in 1972, is a trade union of low-income
working women who earn their livelihoods by running
small businesses, doing subcontracting work or selling
their labour. With over 700,000 members in 2003, SEWA
is the first trade union of workers in the informal economy
not only in India but around the world. It is also the
largest trade union in India. SEWA’s objectives are to
increase the self–reliance as well as the economic and
social security of its members. 

SEWA groups its membership into four broad occupational
categories:

• hawkers and vendors, who sell a range of products
including vegetables, fruit and used clothing from
baskets, push carts or small shops;

• home-based producers, who stitch garments, make
patchwork quilts, roll hand-made cigarettes (bidis) or
incense sticks, prepare snack foods, recycle scrap metal,
process agricultural products, produce pottery or make
craft items;

• manual labourers and service providers, who sell their
labour (as cart-pullers, head-loaders or construction
workers), or who sell services (such as waste-paper
picking, laundry services or domestic services); and

• rural producers, including small farmers, milk
producers, animal rearers, nursery raisers/tenders, 
salt farmers and gum collectors.

Within these four broad occupational groups, some women
are self–employed, others work as casual day labourers
and still others are homeworkers who produce goods on a
piece rate under a sub–contract. 

To promote its objectives, SEWA pursues a mix of what it
calls ‘struggle’ and ‘development’: that is, unionising
activities to address constraints and demand change and 
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Box 24 (continued)

development interventions to provide services and promote
alternative economic opportunities. To pursue these
complementary strategies, SEWA organises its membership
into trade organisations and co-operatives and builds
service-specific institutions to manage and sustain its activities.

Over the years, SEWA has built a sisterhood of institutions,
as follows: 

• SEWA Union (which is the primary membership-based
organisation to which all of SEWA’s members belong
and which provides the overall governance of the
organisation);

• SEWA Bank (which provides financial services,
including both savings and credit); 

• Gujarat Mahila Cooperative Federation (which is
responsible for organising and supporting SEWA’s
membership in several types of co-operatives);

• Gujarat Mahila Housing SEWA Trust (which provides
housing services);

• SEWA Social Security (which provides health, childcare
and insurance services);

• Rural and Urban Branches of SEWA (which oversee,
respectively, its rural and urban activities, including the
recruitment and organising of members); 

• SEWA Marketing (which provides product development
and marketing services); 

• SEWA Academy (which is responsible for research,
training and communication).

The first three are democratic membership-based
organisations, governed by elected representatives. The
others are support institutions that provide services of
various kinds to SEWA members. 

Source: SEWA, 2003
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Other trade unions of informal workers include the Self
Employed Women’s Union (SEWU) in South Africa and
SIBTTA, the union of embroidery, tapestry, textile and handi-
craft workers on the island of Madeira, Portugal. SEWU was
launched in Durban/eThekwini, South Africa in July 1994 and
is a membership-based organisation composed of women who
work informally in both urban and rural areas of the country.
While the national office is based in Durban/eThekwini,
SEWU has offices in the Western and Eastern Cape regions of
South Africa, as well as the Free State and Mpumalanga
regions. It empowers its members through workshops aimed at
building self-reliance through savings, providing leadership
training and teaching negotiating and many other skills that
aid them in becoming “key agents of change in South African
society”. Additionally, SEWU has worked to help members
obtain soft loans as well as assisted them with opening savings
accounts at post offices and commercial banks. As of late 2003,
SEWU had some 25,000 members.

Sindicato Dos Trabalhadores da Industria Bordadoros,
Tapecarias, Texteis e Artensanato (SIBTTA), based on the
island of Madeira, has been organising home-based workers for
more than 30 years and has a membership of roughly 8,000
workers. SIBTTA first began as an organisation of workers
from a single textile plant but has branched out considerably 
since then. Most recently, it began organising home-based
wicker workers, most of whom are male. It has won the recog-
nition, under national law, that home-based producers are
workers with rights to health benefits, unemployment insur-
ance and retirement pensions. (Dan Gallin, personal commu-
nication)

In addition, there are national trade unions of domestic
workers in several countries (see Box 25). 

Street vendors’ associations, several countries
Street vendors associations provide a good example of how
informal workers can organise initially at the local level and
then federate eventually into national and international
organisations. At the national level, an important function of
street vendor organisations is to proactively litigate in order to
establish important precedents that can protect street vendors’
legal rights. In some European countries there is a long history
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Box 25 Domestic Workers’ Unions

Federación Nacional de Trabajadoras del Hogar, Peru,
is a union of women domestic workers with some 10,000
members. In 2003, after more than 30 years of struggle,
the union secured a new law regulating working conditions
for domestic workers, including social security, breaks for
breastfeeding, health coverage, vacation time and an eight-
hour working day. It has created a support organisation, the
Centro de Capacitación para Trabajadoras del Hogar
(CCTH), which acts as a lobby and a vocational training
centre. It is affiliated with the Latin American federation
of domestic workers (formed in 1988 and based in
Cochabamba, Bolivia) and also works with the national
trade union centres in Peru. 

National Union of Domestic Employees (NUDE), Trinidad
and Tobago, initially established in 1982 to organise
domestic workers, since 1992 also includes other low 
wage workers without protection and guaranteed benefits.
In 2002, the union had 450 members, of whom 65 were
men, and an all-female executive. The union has been
campaigning against discrimination against domestic
workers in labour legislation and for having women’s
housework counted in the national budget. It has
convened several meetings of domestic workers’
organisations at Caribbean regional level, which defined
common demands, and has hosted meetings on domestic
workers’ issues involving unions, NGOs, government
agencies, UN agencies, universities and individual
researchers. 

The United Workers’ Association, UK, is a union of
migrant domestic workers formed in 1987. It has 4,000
members (almost all women) from 30 different countries 
– with the majority from the Philippines. It works closely
with the Transport and General Workers’ Union and is
supported by Kalayaan, an NGO that in 1996 also became
the base for Rights, Equality, Solidarity, Power, Europe
Corporation Today (RESPECT), a European network of 
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of such activism: the Associazone Nazionale Venditore
Ambulantore (ANVA) in Italy, for example, was started in
1947 and now has about 80,000 members and 180 branches. 

There are fewer such national-level institutions in the
developing world. One example is the National Alliance of
Street Vendors of India (NASVI). Established in 1998, its
membership includes vendors from 27 cities and towns across
the country. As a result of a series of national and regional
meetings, NASVI has been able to raise awareness and lobby
for change across India. 

2. Existing trade unions organising informal workers 
Informal economy recruitment policy, Ghana 
In 1996, the Ghana Trade Union Congress (GTUC) adopted
six policies – one of which was organising – to help the organ-
isation confront challenges of declining membership. Since an
estimated 85 per cent of the economically active labour force
is in the informal economy, the GTUC policy included a strat-
egy to target these workers for recruitment. The objectives of
the informal economy recruitment policy are to:

• create a desk in the Organisation Department of the
GTUC and within the national unions for the informal
economy;

• develop links with existing informal economy associations;

Box 25 (continued)

organisations of migrant domestic workers. This was
initially supported by SOLIDAR, the international
organisation of labour movement and welfare organisations.
The United Workers’ Association and Kalayaan have
successfully campaigned in the UK to change the
immigration rules tying a domestic worker to a named
employer and for the regularisation of undocumented
migrants. United Workers’ Association members are
encouraged to become members of the Transport and
General Workers’ Union. 

Source: Global Labour Institute, 2003
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• design programmes in response to identified problems in
the informal economy;

• encourage informal economy operators to form associa-
tions; and

• encourage the national unions to review their constitutions
and develop policies appropriate for the informal economy.

This was done in different ways. In some unions, workers were
recruited into existing structures whilst in others associations
of informal workers were affiliated. All unions had to change
their own constitutions to make this possible. The following
services are provided by the trade unions to the informal econ-
omy workers and members:

• negotiate with metropolitan authority on behalf of the
informal economy operators in terms of payment of tax and
location of their business;

• ensure that informal economy operators apply good health
and safety standards, especially operators who may not
know the side effects of chemicals that they use;

• provide educational programmes for simple management
and bookkeeping skills;

• organise funding and credit to support informal sector
activities; and

• make credit available for the purchasing of grains during
the harvesting season and marketing during the lean season
through a Commodity Inventory Loan Scheme, to elimi-
nate dependency on middle persons and improve income
for members. (Source: Boakye, 2004)

Different union models and new services for self-employed
workers, Europe 
Traditional unions in Europe are grappling with increasing
numbers of workers who do not ‘fit into the system’ as it is cur-
rently organised. These range from professional workers to
street vendors. In the Netherlands, the FNV (national federa-
tion of unions) set up a special union for self-employed work-
ers. This was linked to the big, merged union for industry, agri-
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culture, transport and commercial services. The self-employed
workers’ union provides members with services such as advice
on company law, legal and tax matters, negotiating contracts
and debt collection. A similar model was chosen by Dutch
construction workers. The FNV has set up an advisory board to
co-ordinate activities by various unions for self-employed
workers.

In Austria, the largest union found that the majority of self-
employed workers were in that position as a result of employ-
ers trying to avoid social insurance and taxation. They needed
to be organised. To do so they needed new structures and
orientation. The union set up work@flex, which offers services
such as tax and social security advice, assistance with con-
tracts, legal protection and insurance policies. It holds regular
meeting for workers around Vienna and uses special new web-
sites to help keep isolated members in touch with each other
and the union. 

The Catalunya regional organisation of the trade union
confederation in Spain is organising the self-employed, includ-
ing street vendors, those contracted to companies, construc-
tion workers, etc. The intention is to bring these workers into
the mainstream world of the union movement. In March 2001
the union set up an association of self-employed workers as the
law did not allow them to form unions. Union statutes were
changed so that the association could be incorporated into the
structures and have full voting rights. Now the union is organ-
ising sector by sector, building more than one association. It
provides education on collective bargaining techniques and
about worker rights. It gives advice on tax and contract issues.
It discusses and negotiates with many groups, such as business
and public authorities. In the major transport industries in
Catalunya, a single agreement has been reached for all types of
transport workers. 

In Germany, self-employed workers are organised directly
into the ver.di union, rather than a separate union or associa-
tion. Members can belong for their whole life, whatever their
profession or employment status. Ver.di has a help-line open to
all self-employed workers. This is supported by government
funds. (Source FNV, 2003)
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Promoting collective bargaining

Street vendors lobby for secure space, Jamaica 
In Negril, itinerant food vendors formed an association to
lobby for a permanent and secure site from which they could
pursue their trade. By reaching out to the Negril Chamber of
Commerce, the office responsible for improving the quality of
Jamaica’s tourism, the association of food vendors forged a col-
laboration that attracted public and private financing to con-
struct such a space. With all parties working together, the Negril
Vendors’ Plaza opened in 1994 and 56 vendors moved from the
streets to the new facility. Jointly owned and operated by the
vendors association and the Negril Chamber of Commerce
(through a non-profit corporation), the plaza has yielded
immediate benefits. Not only has it alleviated the area’s heavy
traffic congestion, it has also enabled vendors to operate in a
hygienic and secure environment. The proven entrepreneurial
and organising talents of the association’s leadership will sup-
port the vendors in continuing to have a voice in decisions
regarding their welfare and the quality of their operations. In
fact, the association’s founder has since been invited to serve
on the Negril Chamber of Commerce, becoming the first street
vendor in Jamaica to be so honoured. (Source: Cohen et al,
2000)

Trade union includes informal economy workers in
existing statutory bargaining forum, Uganda 
In 1999, the Uganda Public Employees Union (UPEU) was
the second-largest affiliate of the National Organisation of
Trade Unions (NOTU) of Uganda with 17,000 members. Prior
to this, the membership of UPEA had dropped to a mere 700
in a few years as a result of job losses in the public sector
through economic liberalisation and privatisation programmes.
UPEA and other affiliates of NOTU were faced with total col-
lapse unless they could adapt to the changes that were taking
place around them. The obvious path was to start organising
workers in the growing informal economy, and NOTU took a
policy decision that each of its affiliates should identify work-
ers in the informal economy in its own sector and make the
necessary adjustments to equip them to expand their organisa-
tion into the informal economy. UPEU re-defined the mean-

Hat seller, Tanzania
INTERNATIONAL LABOUR

ORGANIZATION/M. CROZET

MAINSTREAMING INFORMAL EMPLOYMENT AND GENDER IN POVERTY REDUCTION

166



ing of ‘public employees’ to mean anybody working to serve
the public. This was a radical shift from the previously very
constrained definition of public employees as civil servants
employed by the government.

UPEU went further and amended their constitution to
introduce seven different categories of union membership. The
seventh category consists of “self-employedworkers and/or
informal sector workers rendering service to the public” such as
street and market vendors. These workers would be recruited
through their associations, who would collect and pay sub-
scriptions to the union at the same flat-rate membership
amount per member. There is an Assistant General Secretary
in charge of the Informal Sector, who would lead negotiations
in the Joint Negotiating Committee (a statutory bargaining
forum for all members of UPEU) on matters concerning the
informal sector membership, who automatically have the right
to be represented in collective bargaining at this forum once
they are members of the union. (Source: Horn, 2003)

Building international alliances 

During the 1980s, various trade unions, membership-based
organisations and NGOs working with home-based workers
and street vendors in both the global North and South began to
establish linkages. In the mid-1990s, at two separate meetings in
Europe, these organisations came together to form two inter-
national alliances of workers, especially women, in the infor-
mal economy: one of home-based workers called HomeNet;
the other of street vendors called StreetNet (see Box 26).

At the first HomeNet meeting in 1994, the founding mem-
bers planned a global campaign for an international conven-
tion that would recognise and protect home-based workers.
The culmination of that campaign was the June 1996 decision
at the annual International Labour Conference in favour of an
international convention on homework (see Appendix 1).
Since the adoption of this convention, HomeNet has estab-
lished national and regional branches that organise home-
workers and lobby for national policies to support them,
including ratification of the Homework Convention. The
regional branches of HomeNet in South-East Asia and South
Asia are particularly active. 
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Box 26 International Alliance of Street Trader
and Hawker Organisations

At the first international meeting on street vendors, held in
Bellagio, Italy in 1995, a group of activists from 11
countries adopted an International Declaration that set
forth a plan to promote local and national policies to
support and protect the rights of street vendors (see
Appendix 4). For the next several years, they organised
regional meetings of street vendors in Asia, Africa and
Latin America and provided support to newly-emerging
local and national associations of street vendors in several
countries. StreetNet International was formally established
in November 2002 and held its first International
Congress in March 2004, attended by 58 delegates from
15 organisations, at which an International Council was
elected for a three-year term. 

Membership-based organisations (unions, co-operatives or
associations) directly organising street vendors, market
vendors and/or hawkers among their members, are
entitled to affiliate to StreetNet. The aims of StreetNet are:
to promote the exchange of information and ideas on
critical issues facing street vendors and practical
organising and advocacy strategies; to promote local,
national and international solidarity between organisations
of street vendors, market vendors and hawkers; and to
stimulate the development of national alliances of such
organisations. Its four main objectives are to:

• expand and strengthen street vendor networks at the
international, regional and national levels; 

• build an information base on street vendors in different
parts of the world;

• document and disseminate information on effective
organising strategies for promoting and protecting the
rights of street vendors; and

• build a solid institutional base from which to advance
StreetNet’s work.
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StreetNet and HomeNet are part of a wider global movement
that has come together over the past decade or so to promote
organising in the informal economy. The constituent elements
of this wider movement include:

• local unions: SEWA, SEWU and SIBTTA (see above);

• national unions: Ghana Trade Union Congress, General
Agricultural Workers’ Union (GAWU) of Ghana, Nigerian
Labour Congress and Uganda Public Employees Union
(UPEU);

• a global research policy network: Women in Informal
Employment: Globalizing and Organizing (WIEGO) is a
research and policy think-tank for the organisations of
informal workers; and

• regional and international associations: the International
Federation of Workers’ Education Associations (IFWEA),
at its congress in 2000, decided to provide workers’ educa-
tion to informal workers; the Committee for Asian Women
(CAW), since 2001, has been working on the informal econ-
omy and organised a regional workshop in Asia with other
allies (WIEGO and HomeNet South-East Asia); and the
International Restructuring Education Network Europe
(IRENE) has organised several workshops on workers in the
informal economy in Europe, in co-operation with trade
union organisations and other allies (WIEGO and IFWEA).

This movement was instrumental in securing the Conclusions
to the General Discussion on Decent Work and the Informal
Economy at the International Labour Conference in 2002. It
did so by writing technical papers on the informal economy for
the International Labour Office, organising regional work-
shops of organisations working in the informal economy to
draft a common platform of demands and convening a coali-
tion of delegates and observers at the conference.

Box 26 (continued)

To date, over 15 street vendor organisations – with a
combined total membership of over 275,000 members –
have affiliated with StreetNet. 

Source: www.streetnet.org.za
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Supporting Strategy – Collecting Statistics on the
Informal Economy 

To strengthen the voice of informal workers in the policy
process, their contributions to the economy and the nature of
their work need to be visible to policy-makers. What is needed
is improved labour statistics and other information on informal
labour markets. In recognition of the fact that statistics are of
vital importance in the economic planning process, the ILO
Statistics Bureau, together with the International Expert
Group on Informal Sector Statistics (the Delhi Group), has
been working actively with central statistical offices and
informed data users in various countries, including the global
research policy network WIEGO, to develop improved

Box 27 Building the Network of Organisations of
Informal Workers

In December 2003, the Ghana Trade Union Congress,
HomeNet Thailand, the Nigeria Labour Congress, the Self
Employed Women’s Association (SEWA) and StreetNet
International organised an international conference in
Ahmedabad, India on ‘Organising in the Informal
Economy’. The conference was attended by 60 participants
(28 from Asia, 16 from Africa, five from North and Latin
America, two from Europe and nine from international
organisations). They elected an International Co-ordinating
Committee and drafted a follow-up plan of action in
support of organising efforts in the informal economy
worldwide. In June 2004, during the International Labour
Conference in Geneva, Switzerland, the International 
Co-ordination Committee organised a workshop on
‘Organising Workers in the Informal Economy’. More than
50 persons attended the workshop, mostly from trade
unions who are working in the informal economy or
interested in doing so. To continue to build the emerging
network of organisations of informal workers, the
International Co-ordinating Committee plans to hold three
regional workshops followed by an international meeting
in December 2005. 
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methods for the collection and compilation of data on the full
range of workers in the informal economy, including the self-
employed in informal enterprises and a whole range of infor-
mal wage workers. New data and statistics are already becom-
ing available and being utilised by selected governments
around the world. 

Conclusion 

These examples illustrate how international agencies;
national, state and local government; the private sector; and
civil society can support the informal economy. It is important
to note that most of these initiatives require advocacy and/or
monitoring by civil society – notably by organisations of infor-
mal workers – to ensure that they are properly designed and
implemented. In sum, these examples suggest a key pathway to
poverty reduction and gender equity through supporting infor-
mal enterprises, improving informal jobs, providing protection
to informal workers and recognising organisations of informal
workers.

Notes
1 Improving skills and technologies is covered separately in the next

section.
2 As noted earlier, ‘unorganised worker’ is the term used in India for

workers in informal employment and does not imply that such
workers are not organised into unions or other organisations.
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5. Informal Employment
and Gender: A Strategic
Policy Approach

It is now widely acknowledged that market-oriented reforms
need to be accompanied by: (a) a set of complementary policies
to ensure reforms lead to poverty reduction; and (b) a set of
compensatory policies to offset the costs of adjustment. It is also
widely acknowledged that broad-based growth, not growth per
se, leads to poverty reduction: what is needed is growth that
increases the security and voice of the poor as well as their
ability to seize new opportunities (World Bank, 2000).1 But it
is less widely acknowledged that broad-based growth needs,
more specifically, to be employment-intensive in order to effec-
tively reduce poverty. Among the inter-governmental organi-
sations, only the International Labour Organization (ILO) has
actively promoted this notion and the related notion that what
is really needed is more ‘decent work’ opportunities (ILO,
2004a).

This is partly because mainstream policy economists do not
view employment creation as an explicit objective of eco-
nomic and social policies, but rather as a hoped-for result – a
residual outcome – of sound macroeconomic policies. For
instance, under a discussion on the investment climate and
small firms, a recent publication of the World Bank states that
“(e)mployment in the small and medium-sized firms in towns
and rural areas will be central to raising the living standards of
the rural poor” (World Bank, 2002:15). Yet the authors do not
recommend employment creation as either a goal or a key area
of action in their agenda for building an inclusive world econ-
omy.2 Many poverty specialists do not see the need for an
explicit focus on employment either. Most notably, employ-
ment was not included among the major goals – or even targets
– of the Millennium Development Goals (MDGs). 

This Handbook has made the case that, in order to effec-
tively reduce poverty, it is important to support the working
poor in the informal economy and, in so doing, to take into
account the gender segmentation of the informal economy.
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Clearly, there is no single policy prescription for this. Instead,
what is needed is a strategic policy approach that can be used
to formulate context-specific responses by governments and
other key actors. In this concluding chapter, we present a
strategic policy framework for policy-makers who want to take
up this challenge. The framework has five component parts:

• informed and comprehensive policy perspective;

• specific and overarching policy goals;

• key substantive policy areas;

• a stakeholder analysis of the roles of different key actors; and 

• guidelines for an equitable and effective policy process.

Policy Perspective 

Alternative policy perspectives 

Historically, policy-makers have taken differing policy stances
on the informal economy: some observers view informal work-
ers as a nuisance to be eliminated or strictly regulated; others
see them as a vulnerable group to be assisted through social
policies; still others see them as dynamic entrepreneurs to be
freed from cumbersome government regulations. Another,
more recent, perspective is that the informal workforce is com-
prised of unprotected producers and workers who need to be
covered by labour legislation and social protection. Sub-
scribing to one or another of these perspectives, policy-makers
have tended to over-react to the informal economy, trying to
discourage it altogether, to treat it as a social problem or to pro-
mote it as a solution to economic stagnation or employment
creation.

Reflecting these differences in perspective, mainstream
economists have tended to subscribe to one or other of the fol-
lowing positions in answer to the question: should govern-
ments intervene in the operation of the informal economy? 

(a) that the informal economy is comprised largely of poor
people engaged in survival activities that should be the
target of social policies, not economic policies. 
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(b) that markets operate efficiently, that government inter-
ventions lead to inefficiencies and distortions and that the
informal economy will, in any case, decline with eco-
nomic growth.

(c) that the informal economy is beyond the reach of govern-
ment because the dynamic entrepreneurs avoid regulation
and taxation while the poorest workers are not easy to tar-
get (World Bank, 1995:2002).

Today, however, there is growing recognition that the informal
economy is here to stay and that an appropriate policy
response to it is needed. Given the size and significance of the
informal economy, a comprehensive and informed approach is
called for. Before developing such an approach, governments
and policy-makers might stop to consider what their own per-
spective on the informal economy has been and how this has
affected their policy-making in the past. This is because most
governments and policy-makers have an implicit perspective
on the informal economy whether or not they have formulated
an explicit policy in response to it. 

Informed and comprehensive policy perspective 

An informed policy approach to the informal economy should
be premised on the understanding that the informal economy:

• is diverse, including:

– survival activities and dynamic enterprises;

– unprotected workers as well as risk-taking entrepreneurs;

• contributes to both economic growth and poverty reduction;

• needs to be the target of both economic and social policies;

• is caused variously by jobless growth, economic crises,
global competition, corporate business strategies, changes
in investment patterns, lack of unemployment insurance
and safety nets, cutbacks in social spending, increased costs
of living, retrenchment of formal workers and privatisation
of public enterprises – not just by decisions taken by infor-
mal workers;

• is affected by all policies, both general and targeted; and
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• is affected in different ways by policies than formal enter-
prises and formal workers are.

A comprehensive policy approach needs to take into account
the different dimensions of the informal economy:

• its component segments and their specific needs and con-
straints:

– the self-employed and their enterprises/economic activi-
ties;

– informal wage workers and their employers;

– disguised wage workers, such as homeworkers, and their
employers;

– women and men within each of these categories;

• the informal workforce as a whole and its common needs
and constraints; and

• organisations of informal workers and their lack of recogni-
tion and voice.

Most importantly, for the purposes of poverty reduction, an
informed and comprehensive policy approach to gender seg-
mentation in the informal economy needs to take as its point
of departure the basic premise that addressing informality is an
essential pathway to reducing poverty (as detailed in Box 28).

Box 28 Addressing Informality, Reducing Poverty

• There are some 550 million working poor earning less
than $1 a day (ILO, 2004a);

• The vast majority of the working poor earn their living
in the informal economy;

• Poverty alleviation programmes will not work unless
they address the root causes of the low level and
insecurity of incomes in the informal economy;

• The root causes of low and insecure incomes in the
informal economy include the lack of productive
resources and opportunities, the lack of worker rights,
the lack of social protection and the lack of
organisation and representation.
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Policy Goals 

Specific goals 

In Chapter 4, we proposed a set of strategies, with promising
examples, to address the ‘downside’ effects (detailed in
Chapter 3) of economic reforms on the working poor, espe-
cially women, in the informal economy. These strategies trans-
late into a set of specific goals that, taken together, represent a
comprehensive policy strategy: 

• to promote labour-intensive growth;

• to protect informal workers against possible loss of jobs or
markets and to enhance their ability to cope with such
losses;

• to improve the quality of jobs of informal wage workers by
promoting secure contracts, benefits and legal protection;

• to increase market access and competitiveness of the self-
employed;

• to regulate ‘job flight’ and provide protection to migrant
workers; and

• to minimise the risks associated with informal employment
and to provide social protection to informal workers.

Most critically and fundamentally, an informed and compre-
hensive approach to the informal economy needs to take into
account the different roles, responsibilities, needs and con-
straints of men and women in it. If the gender segmentation of
the informal economy – and of the wider economic processes
that affect it – is ignored, the desired outcomes will not be
realised. And the benefits that are realised will not affect
women and men equally.

Overarching goals 

Most of these specific goals are incorporated in the four pillars
of the Decent Work agenda of the ILO. Reflecting the Decent
Work agenda, the overarching policy goals of an informed and
comprehensive policy approach toward gender segmentation
in the informal economy should be to:
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• promote opportunities: to increase the assets, skills, pro-
ductivity and competitiveness of the informal workforce –
both self-employed and wage workers (both women and
men) – through a mix of service provision (micro-finance,
training, improved technologies and other business devel-
opment services) as well as policy interventions (workforce
development, incentive packages);

• secure rights: to secure the rights of (a) informal wage
workers through extending the scope of existing legislation,
promoting collective bargaining agreements and/or enforc-
ing labour standards; and (b) the self-employed though
enabling equal access to credit and other resources and
through equitable policies for formal and informal enter-
prise development;

• protect informal workers: to provide insurance coverage
for illness, maternity, disability, old age and death and for
property through extending existing schemes and/or devel-
oping alternative schemes; and to provide safety nets to
‘cushion’ informal workers during economic crises or busi-
ness downturns;

• build and recognise the ‘voice’ of informal workers: to pro-
mote the organisation of informal workers, especially
women’s organisations and/or women as leaders in gender-
integrated organisations, and their representation in rele-
vant policy-making or rule-setting institutions or in collec-
tive bargaining agreements.

To promote the opportunities, rights, protection and voice of
women in the informal economy, the special problems and
constraints of women workers need to be assessed in policy
design and the participation of women workers in the planning
process needs to be promoted.

Substantive Policy Areas 

As noted above, a basic premise of an informed and compre-
hensive policy approach to gender segmentation in the infor-
mal economy is that most (if not all) policies – both general
and targeted, both economic and social – have an impact on
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informal enterprises and the informal workforce. In what fol-
lows, we focus on four key policy areas that are of particular rel-
evance and concern to the informal economy:

• macroeconomic policies;

• regulatory environment;

• labour policies; and

• social protection policies.

Rag picker, India
MARTHA CHEN
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In addition, we make recommendations on why and how
labour statistics – specifically statistics on the informal economy
– need to be improved.

An important first step in promoting supportive policies is
to assess the impact of existing policies, specifically to identify
existing biases or constraints that work against the interests of
the informal workforce. In most countries, as we noted in
Chapter 3, existing macroeconomic policies are strongly biased
in favour of capital (over labour), large formal businesses (over
small informal businesses), formal workers (over informal
workers) and, within each of these categories, men (over
women). Assessments of these policy biases are needed to
inform an appropriate policy response (see Box 29 for a frame-
work for assessing policy biases against informal enterprises and
informal wage workers). 

In brief, macroeconomic policies need to be more sensitive
to the informal economy and its gender segmentation and
more balanced in terms of both gender and class. To correct for
these biases requires an understanding of how they operate. Such
an understanding can be gained through surveys and other
assessments of: (a) the gender segmentation of informal mar-
kets and associated transaction costs and asymmetries of infor-
mation, property rights and bargaining power; and (b) gender
and class biases in existing policies, laws and regulations
(Williams, 2003).3

Macroeconomic policies 

As outlined in Chapter 3, macroeconomic policies help deter-
mine employment and poverty outcomes through various
channels, including influencing: 

• aggregate demand for labour by shaping investment and
production decisions;

• aggregate demand for domestic products by setting the
price for competing imports (or imported raw materials), by
setting the price at which exports can be sold and by deter-
mining the scale and pattern of government procurement;

• price of inputs and outputs in capital and product markets
by, respectively, setting exchange rates and interest rates
and determining tariff rates and price controls; and
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Box 29 A Framework for Assessing Policy Biases
Affecting Informal Enterprises and Informal
Workers (Women and Men)

Policy biases against informal enterprises may emerge at
several levels as follows: 

1. Generic constraints and disadvantages faced by all
sizes of enterprises – due to general problems in the
external environment, reflected variously in the
economic system and policies, the political system and
governance, the social cultural environment and market
structure and competition;

2. Specific constraints and disadvantages faced by all
smaller enterprises – due to biases in favour of larger
businesses in private sector development strategies or
in economic policies;

3. Specific constraints and disadvantages faced by
informal micro-enterprises or own account operations
– due to biases in favour of small and medium
enterprises (SMEs) in SME development strategies or in
SME policies and regulations;

4. Specific constraints and disadvantages faced by
women-run micro-enterprises and own account
operations – due to biases in favour of men in various
private sector/SME strategies or in economic policies
and regulations and to gender norms that restrict
women’s mobility and access to resources.

Similarly, policy biases against informal wage workers can
take various forms: 

5. Generic constraints and disadvantages faced by labour
– due to systemic biases in favour of the owners of
capital in the wider environment, the structure of
labour markets and the system of production; 

6. Specific constraints and disadvantages faced by
informal wage workers – due to the nature of the
employment relationship; 
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• incentives and subsidies to businesses through trade and
industry policies, tax and expenditure policies, labour legis-
lation and industrial relations regulations.

A fundamental goal of the policy approach we propose here
would be to shift the structure of aggregate demand, the prices
of inputs and outputs and the set of incentives and subsidies in
favour of informal workers, ensuring that women benefit to the
same extent as men. For instance, policy-makers need to
redress the imbalance in policies that favour large enterprises
over small and micro-enterprises in tax breaks, subsidies and
other incentives; in licensing procedures for importing and
exporting; and in technical assistance for innovation and
upgrading. And policy-makers need to redress the imbalance
in policies that favour formal workers over informal producers
and workers in statutory benefits, such as unemployment insur-
ance, pension funds or safety nets.

Taxes 
Revenue is an area with substantial impact on those working
in the informal economy. However, most analysis of the impact
of government budgets looks exclusively at public spending, to
the neglect of the differential impact of revenue generation
(direct, indirect and corporate taxes) on workers in the infor-

Box 29 (continued)

7. Specific constraints and disadvantages faced by female
informal wage workers – due to gender segmentation
within the informal economy and to gender norms that
assign to women the responsibility for unpaid
housework and care work and that constrain their
physical mobility.

At each of these levels, it is important to determine
whether the policy biases are due to a poor understanding
of gender segmentation in the informal economy; its lack
of visibility in official statistics; exclusion of informal
producers and workers, especially women, from rule-setting
or policy-making institutions; and/or to the weak
bargaining power of informal producers and workers.
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mal economy. In most countries, tax policies place a heavier
burden on the informal than the formal economy. In South
Africa, for example, all non-standard employment is taxed at
25 per cent, a rate often higher than that paid by equivalent
standard employees. Also, many countries lower corporate
income tax rates for those who export; if informal enterprises
do not export directly, as is often the case, they cannot benefit
from these lower rates.

Macroeconomic policy also needs to consider the working
poor in the informal economy as consumers, not just as work-
ers. Poor informal sector workers tend to spend a higher per-
centage of their income than other workers and are, therefore,
badly affected by certain regressive tax policies. For instance, they
spend a higher percentage of their incomes on food than other
workers and are particularly affected by flat value-added tax
rates on basic food stuff. Also, user fees for social services such
as health care and education hit the poorest workers (especially
women) hardest. While business organisations regularly lobby
vocally for lower taxes, those advocating for workers in infor-
mal employment have not yet tackled the taxation issue.
Progressive tax policy that would benefit the working poor in
the informal economy would include lowering taxes on: (a) the
goods and services whose consumption constitutes a high frac-
tion of the spending of low income groups; and (b) the size and
type of businesses in which the poor are likely to be engaged. 

Expenditures 
To increase the competitiveness of their economies, govern-
ments provide incentives – in the form of tax breaks, subsidies
and services – to businesses. These incentives are unlikely to
reach micro-enterprises, much less own account operations.
For example, few micro-entrepreneurs or own account opera-
tors are invited to participate in export-promotion fairs. At
their most negative, export-promotion policies can shift pro-
duction away from small production units (often owned by
women) to larger mechanised units (often owned by men) as
happened, for example, in the coir industry in Sri Lanka.

Macroeconomic policies can help to address the disadvan-
tages of the informal workers that derive from their lack of
access to training and credit. But policy-makers need to recog-
nise that the formal institutions dealing with training and
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credit tend to stigmatise those who work in the informal econ-
omy and to be unfriendly to the poor, especially women.
Similar attitudes prevail in the private sector. Also, formal
training and credit programmes often do not reach the small-
est enterprises: own account operations and family businesses
that do not hire workers. Given these concerns, where there
are NGOs to provide micro-finance and business development
services, the most appropriate role for government is to finance
and regulate these organisations rather than provide the serv-
ices directly. See Box 30 for a set of recommendations on how
to ensure that fiscal policies do not disadvantage those who
work in the informal economy.

Box 30 Fiscal Policies and the Informal Economy

(a) Expenditures

Expenditures on skills development and enterprise
development services:
• Budget allocations for vocational skills training and

non-formal education should be targeted to help
informal wage workers, particularly those working as
casual or contract labourers and homeworkers. Most
skills-development programmes target formal wage
workers. 

• Budget allocations for business development services
should be targeted to micro-enterprises, particularly
those with five or fewer paid workers and those run by
women. Most such programmes target SMEs to the
neglect of the vast majority of informal entrepreneurs.

Social expenditures:
• Government spending on social services and social

protection should be targeted to workers in the
informal economy, who represent the majority of
workers in most developing countries and are often the
most disadvantaged workers in developed countries.
Most statutory social security schemes exclude informal
workers, yet informal workers often have limited
capacity to subscribe to privatised schemes.
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Box 30 (continued)

Government procurement:
• Government policies on the procurement of goods and

services and related bidding procedures should be
modified to ensure that micro-enterprises can compete
on an equal – if not stronger – footing with larger
enterprises. Most government procurement policies are
biased in favour of large, registered enterprises.

(b) Revenue 

Value-added taxes:
• Value-added taxes affect those who work in the

informal economy as both consumers and producers.
Because they operate in highly competitive and price-
sensitive markets, informal producers and traders often
find it difficult to ‘pass on’ the value-added tax to their
customers. Moreover, a flat rate value-added tax –
especially on basic foodstuffs – can prove regressive for
informal consumers. This is because low-income
households spend a larger proportion of their income
on food – and earn a higher proportion of their income
in the informal economy – than higher-income households.

Indirect taxes:
• Informal producers and workers are often subject to

indirect taxes. Most notably, street vendors often pay
more in transaction costs (bribes, fees to shopkeepers
to use toilets and store goods, etc) than they would
have paid in direct taxes. Cost-benefit analyses should
take into account the indirect taxes paid by the
informal workforce and whether they receive any
benefits in return.

Corporate taxes:
• As part of export-promotion incentive packages, many

countries lower the corporate income tax rate. Few
micro-entrepreneurs and no self-employed producers
pay corporate income taxes. They would, however,
benefit from lower personal income tax rates. 
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In sum, as part of an informed and comprehensive approach to
the informal economy, policy-makers need to determine
whether the informal economy shares in benefits from govern-
ment expenditure and procurement policies. New methods for
assessing government budgets – called social audits or people’s
budgets – can be used to assess the differential impacts of poli-
cies on the formal and informal economy (see Box 31).
However, collection of budget data is made difficult because
allocations affecting those who work in the informal economy
may be the responsibility of many different government
departments (such as labour, housing, small enterprise devel-
opment and public health) at different levels of government
(national, state and local).

At present, in South Africa, a budget analysis from the per-
spective of the informal economy is being carried out. This
analysis considers the policy direction and budget allocations
of all national government departments as well as all the
departments in one province – KwaZulu-Natal – and the city
of Durban/eThekwini. The focus is on the 2003/2004 budget.
Given that multi-year budgeting is being introduced, reference
is made to broader trends over time. The research is informed
by an analysis of the most recent statistics on the informal
economy in South Africa. The researchers are assessing both
targeted and mainstream expenditures but are also concentrat-
ing on the implications of revenue collection policy and
processes. Attention is being paid to how state institutions are
structured and where the responsibility for those working in
the informal economy is housed. Further, the involvement of
those working in the informal economy in budget formulation
processes is being assessed.

Preliminary findings indicate that national government tar-
geted expenditure on the informal economy is inadequate. For
example small business support strategies are not designed for
micro and survivalist enterprises. However, South Africa, in
comparison to other developing countries, has a better devel-
oped social security net. State grants, like the old age pension
and the child support grant, are likely to support informal
activities. National government policy thus falls into the trap
of dealing with the informal economy as a welfare rather than
an economic issue. There are however promising policy devel-
opments both within the province of KwaZulu-Natal and the
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city of Durban/eThekwini (Budlender, Skinner, and Valodia
forthcoming).

Regulatory environment 
As discussed in Chapter 3, there are several contradictory per-
spectives on regulation and the informal economy. One per-
spective, popularised by Hernando do Soto, is that excessive
regulation of entrepreneurial activities drives informality as

Box 31 Government Budgets and the Informal
Economy

New tools are available to assess the differential impact of
policies on the formal and informal economy (and women
and men within them). These include social audits or
people-centred budgets that can be used to assess the
impact of government budgets on the informal economy,
bringing to light the meagre resources that this area
frequently receives or the policy biases that frequently
operate against it. Such tools were first used in Australia
in 1985, with a government-initiated gender budget
analysis that analysed the whole government budget from
the point of view of women.4

In order to develop policy toward the informal economy,
governments would need to know how much and what
kinds of assistance the economy receives. Social audits
allow governments to know:

• which structures deal with the informal economy;

• what kinds of goods and services various levels of
government give to informal economy units and workers
(as compared to formal economy units and workers);

• whether budget allocations support social and
economic goals; and

• how budgets calibrate with plans and needs.

Further action in developing policy can proceed through
consultations with the concerned workers to find out what
their needs are and whether they are being met.
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entrepreneurs seek to avoid the costs and time involved in
registering their businesses. Another perspective, shared by
observers who focus on informal jobs rather than enterprises, is
that deregulation of labour markets allows employers to reduce
labour costs and increase their ‘flexibility’ by recruiting work-
ers under informal employment relationships. A third perspec-
tive notes that the regulatory environment often overlooks –
or turns a blind eye to – specific categories of informal activi-
ties such as street trade. The first school of thought advocates
deregulation of commercial activities, the second advocates re-
regulation of employment relations while the third recom-
mends regulation of heretofore unregulated activities. As
noted earlier, part of the confusion stems from that fact that
the different observers are talking about different types of reg-
ulation: of commercial activities, of labour markets, of property
or of urban space. The essential issue is not to make a choice
between regulation and deregulation, but rather to formulate
appropriate regulations through a process in which those to be
regulated have a voice. 

Consider, for example, the case of the urban regulatory
environment. Estimates suggest that, by the year 2010, more
than half of the population in most developing countries will
be urban (UN-HABITAT, 2004). And current trends suggest
that the informal economy will continue to account for a
major share of the urban workforce: it now accounts for any-
where from 40 to 60 per cent of urban employment in devel-
oping countries where data are available (ILO, 2002b). Street
trade – which comprises roughly one third of the urban infor-
mal economy today – will remain a major policy challenge: the
key policy questions are how to manage street trade and how
to support street traders. Vendors seek the right to vend with-
out harassment and to have regular selling spaces in places that
customers frequent, storage facilities and basic infrastructure
such as water, shelter and toilets. Policy regarding street
vendors deals with zoning and space (places to vend, reloca-
tion), licenses and registration (licenses or ID cards to afford
freedom from harassment and protection from extortion from
various sources), infrastructure and services.

Urban informal economy policies should also address the
situation of other categories of the urban informal workforce,
including home-based workers, garbage and paper pickers,
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construction day labourers and informal transport workers. All
urban informal workers share some common concerns, includ-
ing the right of access to social services (health, education and
childcare), establishment of law and order so as to be able to
work without disruptions and fear of violence and establish-
ment of a negotiation framework and local appeals mechanism.

Negative attitudes towards the informal economy often
impede rational policy analysis. Most informal economy entre-
preneurs operating in urban areas are thought to be unregu-
lated or avoiding regulation. Many cannot get licenses through
no fault of their own. Street vendors have to bear many costs
– both legitimate (permits, licenses, site payments, storage and
water and toilet fees) as well as illegitimate (middleman’s fees,
bribes and extortion). Many so-called ‘illegal’ operators would
be happy for a chance to get licenses and leave behind their
current situation based on extortion and fear. Many street ven-
dors, when asked, clamour for the right to pay the relevant
authority whatever revenue is required because this would
afford them recognition and legal status. However, they expect
some services and other benefits for the payments they make
and clear and transparent agreements about rights and respon-
sibilities.

In order to realise the economic and social contributions of
the urban informal economy and at the same time protect the
rights of all citizens, urban policies and regulations could adopt
the following principles:

• regulate, but do not prohibit, street trade;

• decriminalise violations of street vending laws and regula-
tions and move to a system of administrative, rather than
criminal, control;

• regard license fees as taxes entitling street vendors to infra-
structure for the improvement of their work environment
(lighting, toilets, shelter, storage space and water) – which
both they and the public want; and

• ensure the participation of street vendors and other stake-
holders in developing appropriate regulation (Durban
Metropolitan Council, 2001).

Recent efforts have been made in India, Kenya and South
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Africa to frame appropriate regulations for street vendors. The
policy process in eThekwini/Durban, South Africa, and the
policy process in India leading to the National Policy on Street
Trade (ratified by the Government of India in January 2004)
are particularly promising examples of negotiated reforms
involving all stakeholders, including street vendors themselves
(see Chapter 4).

Labour policies

By definition, informal wage workers are not covered by labour
legislation. In the past, they were also not organised by trade
unions. Today, informal workers and labour advocates around
the world are demanding workers’ rights for all workers,
including informal workers. Some of the impetus behind this
demand relates to concerns about informalisation and the neg-
ative consequences for the working poor of economic liberal-
isation and restructuring (outlined in Chapter 3). 

International labour standards 
During the last century, through the ILO, a system of inter-
national labour standards and labour conventions was developed.
Workers’ rights include core labour standards around which
there is widespread international agreement and other basic
rights. The long-standing commitment of the ILO to protect-
ing the rights of all workers, irrespective of where they work,
was reinforced in 1998 when the International Labour
Conference unanimously adopted a Declaration on Fund-
amental Principles and Rights at Work that applies to all those
who work, regardless of their employment relationship. The
core rights encompassed in this Declaration include: freedom
of association and the right to collective bargaining; elimina-
tion of all forms of forced or compulsory labour; elimination of
discrimination in respect of employment and occupation; and
the effective abolition of child labour. At a minimum, these
core rights, which in principle apply to all workers, need in
practice to be extended and enforced for informal workers.

Other areas of basic rights include safe and healthy working
conditions, reasonable working hours, severance notice and
pay, paid sick leave and vacations and retirement compensa-
tion. Some of these are incorporated in existing international
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standards and conventions and should, in principle, apply to
informal workers. Most ILO standards apply to all workers or,
if targeted at workers in the formal economy, have explicit pro-
visions for extension to other categories of workers. One ILO
Convention – the 1996 Home Work Convention – focuses on
a specific category of worker in the informal economy: home-
workers or industrial outworkers, mainly women, who work
from their homes (see Appendix 1). And two ILO Conven-
tions – one on rural workers, the other on indigenous and
tribal peoples – focus on groups who are often in the informal
economy. Most recently, the ILO has explicitly incorporated
the informal economy in its policy framework called ‘Decent
Work’ (ILO, 2002a).

National labour legislation 
International labour standards need to be ratified and enforced
by individual countries. In consultation with organisations of
workers in the informal economy, national governments need
to review how existing labour legislation can be extended to
protect the rights of workers in the informal economy and
whether additional labour legislation needs to be introduced to
adequately protect their rights. The Government of India
recently undertook such a review (see Box 32).

Some countries have adopted progressive labour legislation
that addresses the insecurity and disadvantages of specific cate-
gories of informal or non-standard wage workers, as below (see
Chapter 4 for other promising examples):

Homeworkers: A law in Ontario, Canada, mandates that
homeworkers should be paid a 10 per cent premium on the
minimum wage to compensate for the costs of production they
have to bear by working at home. 

Temporary workers: A law in France mandates that workers
in what is called non-standard or temporary employment must
receive the same wages as those doing the same work in regu-
lar employment, plus a premium at the end of their contract
period because of the precarious nature of their work. French
workers in this category are also covered by collective bargain-
ing agreements and receive a number of benefits.

Sweatshop garment workers: A 1999 labour law in Calif-
ornia, USA, imposes a wage guarantee, provides an expedited
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process for recovering unpaid wages and allows garment work-
ers to bring court action against manufacturers who sub-
contract to unregistered contractors.

Other approaches to promoting labour standards 
In addition to the ratification and enforcement of existing
international labour standards by countries and the enforce-
ment of national labour legislation, various global approaches
to promoting labour standards have been tried or proposed,
though none as yet predominates.

Box 32 Review of National Labour Legislation in
India

The National Commission on Labour in India, set up in
1999, decided to recognise informal workers and to
formulate umbrella legislation for the sector. Touring the
country and holding hearings with both worker and
employer organisations, the Commission focused on the
country’s changing economic environment, with particular
regard to globalisation of the economy and liberalisation
of trade and industry. It examined ways in which labour
protection and welfare measures could apply in a flexible
labour market. The Commission was also charged with
improving the effectiveness of social security, occupational
health and safety measures and minimum wages, with
attention to safeguarding women and handicapped workers.

The study group on Women Workers and Child Labour, 
one of five study groups set up under the Commission, 
has recommended broadening the definition of worker 
to accommodate more categories of informal workers,
promoting equal pay for men and women workers,
extending maternity coverage to many informal workers
and mandating the provision of childcare facilities in small
and medium-scale industries. The concrete and comprehensive
ideas of this study group regarding how to extend national
labour legislation to cover informal women workers are
presented in Appendix 2. The umbrella legislation for the
unorganised sector (informal economy) proposed by the
Commission has not yet been adopted (see Appendix 3). 
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Current initiatives:

• adoption by companies of verifiable codes of conduct, either
firm-specific codes developed by individual firms or indus-
try-wide codes developed (often) by joint initiatives involv-
ing consumer groups as well as corporate representatives.
Some of these involve monitoring by independent moni-
tors; and

• transnational organising of workers in specific industries to
advocate for and demand their rights.

Proposed initiatives:

• building regional consensus on minimum standards of work
and, perhaps, regional inspectorates and courts to monitor
and enforce them; and

• building global versions of national systems based on ILO
core labour standards by establishing universal minimum
standards of work and international inspectorates and courts
to monitor and enforce them (ILO, 2003).

Social protection policies 

Although they face a common set of core risks with those who
work in the formal economy and usually face greater costs and
risks associated with work, informal economy workers seldom
receive social benefits from either their employer or their gov-
ernment.

With the growth in the informal economy, there is a con-
comitant growth in the number of workers without benefits.
Most of those who work in the informal economy are without
unemployment insurance, health insurance and retirement or
disability benefits. At the same time, their incomes are lower,
on average, than those of formal workers. In the past, govern-
ments ignored the social protection needs of informal workers,
assuming that family and community support did the job.
However, informal insurance mechanisms are seldom adequate
and never secure. At the same time, those who work in the
informal economy probably face more hazards than other
workers. If workers demand better security and protection,
employers frequently respond by replacing them. Both social
arguments (for basic human rights) and economic arguments
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(increased productivity of workers in a secure setting) can be
used to make the case for providing these benefits. Basic insur-
ance, pensions and safety nets are needed to provide work-
based security for workers who have been left out of social
security schemes.

Social insurance for the informal economy may be most
easily realised through schemes where workers contribute.
Even very poor workers are willing and able to save, but they
should not have to bear all the responsibility for protecting
against risk and social provision. There are active roles for the
state, the private sector, trade unions and other civil society
organisations in providing social protection for informal econ-
omy workers. The state can be involved by making financial
contributions, managing the scheme or delivering the benefits.
Employers – including lead firms in sub-contracting chains –
can be involved in making financial contributions. When
individual employers are unwilling to contribute, the total
output of specific industries can be taxed (see description of
welfare funds in India in Chapter 4). The private insurance
industry or the government may be willing to negotiate with
organised groups of informal workers (such as domestic or
migrant workers) about shared contributions to insurance
funds. Financing can be a combination of subscriber fees,
employer contributions, taxes on entire industries, grants and
government subsidies.

Throughout the world, but particularly in developing coun-
tries, there is a range of promising approaches to providing
social protection for informal workers. These include:

• mutual insurance schemes: e.g. mutual health insurance
schemes in West Africa; 

• means-tested government-funded targeted pensions: e.g.
old-age pensions for agricultural workers with below-
poverty incomes introduced by the state of Kerala in India; 

• universal health insurance or pension schemes: e.g. the
national pension system in Japan that provides health
insurance and pension insurance for more than 90 per cent
of its people, including informal workers (Japan was a mid-
dle income country in the early 1960s when it introduced
this system); and
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• extension of existing statutory schemes: e.g. extension of
Portugal’s statutory social security system to cover home-
based embroiderers in Madeira for old age, disability, mater-
nity and sick days.

Whatever approach to promoting social protection for the
informal workforce is adopted, the approach should adhere to
certain basic principles, namely to promote:

• incremental schemes, providing a core set of provisions that
can be expanded over time;

• participatory processes, involving the beneficiaries in
design, implementation and monitoring of the scheme;

• equitable financing, possibly from several sources, including
government subsidies and employer contributions; and

• decentralised, flexible and user-responsive mechanisms.

Labour statistics 

To ensure that appropriate policies are put in place, the infor-
mal workforce needs to be visible to policy-makers. Also, the
informed and comprehensive policy approach to gender seg-
mentation in the informal economy proposed here needs to be
evidence based. Yet, as this Handbook has highlighted, there
are currently limited data on the informal economy and fewer
still on the links between informal employment and poverty.
Greater priority needs to be given to the collection of data on
informal employment, which is a relatively new topic in labour
statistics.

In 1993, in response to the data collection efforts that were
taking place in countries, the International Conference of
Labour Statisticians (ICLS) adopted an international statisti-
cal definition of employment in the informal sector to bring
about greater harmony and comparability in data being col-
lected. In subsequent years more countries have collected
these data (ILO 2000c). In 2003, as described in Chapter 2,
the ICLS expanded the definition to include informal employ-
ment outside of the informal sector. However, while much
progress has been made, the collection of data on informal
employment broadly defined is not yet part of the regular data
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collection and tabulation efforts of any national statistical
office.

In 2002, the 90th Session of the International Labour
Conference recommended that member states should: “collect,
analyse and disseminate consistent, disaggregated statistics on
the size, composition and contribution of the informal econ-
omy that will help enable identification of specific groups of
workers and economic units and their problems in the informal
economy” (ILC, 2003b). This Handbook – with its focus on
the wages, conditions of work and general economic well-
being of workers in informal employment – has looked mainly
at the latter part of this recommendation. It has outlined the
kinds of data and research that have helped to focus the debate
on the contribution of the informal economy to economic growth
and the linkages between informal employment arrangements,
gender and poverty. Hopefully, it has shown the usefulness and
importance of these data, which in turn will justify devoting
greater efforts and resources to this topic by national, regional
and international agencies.

What follows is a list of what needs to be done to improve
statistics on the informal economy and its relationship to
poverty:

• Additional countries need to collect statistics on the infor-
mal economy, and countries that already do so need to
improve the quality of statistics they already collect. In many
cases this will require technical assistance from the ILO and
additional funding from international donor agencies.

– Statistics on the size and composition of the informal
economy need to be improved and their availability
increased.

– Statistics on the earnings and working conditions of
those who work in informal employment, classified by
employment status, also need to be improved and their
availability increased.

– Data need to be developed on the contribution of the
informal sector and informal employment more broadly
to GDP.

– Data need to be developed on informal enterprises,
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specifically on the conditions that lead to success and
failure.

• Research needs to be undertaken using existing national
data to analyse the linkages between informal employment,
gender and poverty, and the results should be published in
user-oriented publications. For example, a major source of
data for this book was the analysis and publications pre-
pared by researchers and statisticians in India, Mexico and
South Africa. Such research will provide not only needed
data analysis but also support for new data collection activ-
ities. This is because the resources required to undertake
national surveys are enormous and need to be justified in
terms of the usage of data.

• Labour statisticians, labour lawyers and researchers working
on labour issues need to collaborate on the development of
an overarching framework that allows the classification,
comparison and analysis of the full set of employment sta-
tuses/work arrangements that exist in both developed and
developing countries. This will contribute to improved
understanding of the changing nature of work as well as the
links between employment and poverty.

Other policy areas 

Functional areas of policy 
Other functional areas of policies that have particular rele-
vance for informal enterprises and the informal workforce
include:

• micro-finance and enterprise development services to
increase the productivity of their enterprises; 

• infrastructure and services to improve their housing and
living environment and social policies to improve their
health and education;

• property rights to give them the ability to transform their
assets into capital assets; and

• intellectual property rights to protect their traditional
knowledge and their rights to natural resources.
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Sectoral policies 
Most sector-specific policies also have effects on the informal
economy. Seen from the perspective of the working poor in the
informal economy, especially women, these include the fol-
lowing key sectors and concerns:

• agriculture: food security and sustainable livelihoods;

• forestry: sustainable and equitable access to non-timber for-
est products, wood fuel, pastures and other common prop-
erty resources;

• fishery: sustainable and equitable management of water
resources and sustainable and equitable allocation of fishing
rights;

• manufacturing: balance of efficiency and equity concerns
in choice of sector of production, technology, site of pro-
duction and employment relations; and

• construction: balance of efficiency and equity concerns in
choice of technology and employment relations.

Small farmer, Jamaica
FOOD AND AGRICULTURE
ORGANIZATION/F. MATTIOLI
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Key Actors 

In addition to governments, a range of other actors can and
should intervene to promote a strategic response to gender seg-
mentation in the informal economy. These include inter-gov-
ernmental organisations, employers and companies, the pri-
vate insurance industry, consumers and the public, trade
unions and workers’ organisations, NGOs, community-based
organisations, individuals and families. What follows is a sug-
gestive – but by no means exhaustive – list of what these dif-
ferent actors might do to promote the opportunities, rights,
protection and/or voice of informal producers and workers,
especially women. Examples of good practice by these various
actors, sometimes in collaboration, are provided in Chapter 4. 

Inter-governmental organisations 
Inter-governmental organisations, such as the Commonwealth
Secretariat, can promote and encourage the mainstreaming of
informal labour market analysis, from a gender perspective,
into national and international poverty reduction strategies
through policy-oriented interventions of various kinds, such as:

• supporting additional policy-oriented research and docu-
mentation of the linkages between market-oriented
reforms, informal employment, gender and poverty;

• promoting and encouraging the collection of improved sta-
tistics on the informal economy, and enhancing the avail-
ability of sex-disaggregated statistics on the informal econ-
omy and related income and expenditure data; and

• promoting policy dialogues or briefings to facilitate the
integration of an understanding of gender segmentation in
the informal economy in trade and other economic policies
at the national, regional and international levels.

Employers or corporations 
In response to mounting pressures from consumer groups and
others, the corporate sector has begun to adopt ‘voluntary’
codes of conduct to self-regulate their treatment of labour.
These codes of conduct and related monitoring efforts need to
be extended to cover working conditions outside of factories or
workshops, especially homework.
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In addition to adopting voluntary codes of conduct, socially
responsible business associations could establish and promote
systematic competition between firms based on their perform-
ance in the treatment of workers, making outstanding social
performance a marketable commodity or brand standard – an
approach that has been called Ratcheting Labour Standards
(RLS) (Sabel et al, 2000).

Industries or economic sectors 
The informal workforce – both the self-employed and informal
wage workers – contributes to growth in different industries.
How can they share in the benefits of growth in the specific
industries or trades in which they operate? One mechanism is
to tax the aggregate output of designated industries to finance
benefits for the informal workforce in those industries. For an
example of how this can work, see the discussion of welfare
funds in India in Chapter 4. 

Private insurance industry 
One dimension of welfare reforms over the past decade in
many countries, particularly in Latin America, has been the
privatisation of social insurance, whereby social insurance
funds to cover pensions, health insurance and other contin-
gencies have been consolidated and replaced, wholly or par-
tially, by individual savings plans (Barrientos, 2001). A related
dimension of economic reforms over the past decade in several
countries has been the privatisation of the insurance industry,
which was previously under government control. In some
countries, such as India, the privatisation of insurance has led
to the loss of government-mandated coverage for informal
workers (Jhabvala et al, 2001). 

The net result is a worldwide crisis in insurance, with par-
ticularly dire consequences for the working poor in the infor-
mal economy. If poverty is to be reduced, the privatisation of
insurance needs to be fundamentally re-assessed. Most of the
working poor are unable to save (and contribute) enough to
subscribe to private insurance schemes to protect themselves
against even common core contingencies. 

Consumers and the public 
The collective action of consumer groups, student groups,
church groups and others in Fair Trade campaigns has con-
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tributed significantly to building awareness and putting pres-
sure on the corporate sector regarding the rights of workers in
the global economy. From the perspective of the informal
economy, these campaigns need to be encouraged but also
expanded to include a more systematic focus on homeworkers
and to include the very small producers who are affected by the
behaviour of TNCs. Also, more systematic links need to be
developed between the organisations of informal workers in
the South and the Fair Trade movement in the North to
ensure that campaigns truly represent the interests of the work-
ing poor.

Formal trade unions 
Formal trade unions have traditionally organised around the
conflict of interest between formal wage workers and employ-
ers. As such, they have found it very difficult to deal with
informal workers, whose employment status is uncertain.
Given the recent expansion of employment in the informal
sector and the decline in union membership, however, some
formal trade unions have begun to consider and debate
whether or not to intervene. A few have begun to organise
informal workers and/or to collaborate with organisations of
informal workers (see Chapter 4 for promising examples).
However, many issues have yet to be resolved. Some of the
serious strategic questions include: Should informal workers be
organised in separate unions or organisations? Should trade
unions get involved with the self-employed? What services can
trade unions offer self-employed producers and traders? Can or
should the rights won for formal workers be extended to infor-
mal workers? Many trade unions, particularly in developing
countries, have limited funds and personnel. Should they
stretch their resources to cover a new group of workers when
they can barely serve their existing membership?

Organisations of informal workers 
People in informal work represent the largest concentration of
needs without voice, the majority of the world economy. (ILO,
2002a)

Everywhere, around the world, the informal workforce is
excluded from or under-represented in the processes and insti-
tutions that make policies. To gain representation and voice,
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workers in the informal economy need to be organised.
Although they were rarely organised in the past, there are a
growing number of organisations of informal workers, includ-
ing village or neighbourhood associations, credit groups, trade
unions, co-operatives and emerging labour organisations. Yet
many remain small, weak and isolated and most are not recog-
nised as legitimate worker organisations by formal trade unions
in their respective countries or by the international trade
union movement.

Over the past decade, however, some of these organisations,
notably those working with women in the informal economy,
have begun forming alliances at the national, regional and
global levels. During the 1990s, inspired by the Self Employed
Women’s Association (SEWA) in India, three international
alliances were established: one of home-based worker organi-
sations (called HomeNet); another of street vendor organisa-
tions (called StreetNet); and a third of researchers, activists
and policy-makers working on the informal economy (called
Women in Informal Employment: Globalizing and Organizing
or WIEGO) (see Chapter 4). More recently, at an inter-
national meeting in December 2003, an international network
of trade unions and other membership-based organisations,
and NGOs organising in the informal economy has been
formed. In mutually reinforcing ways, these global alliances
seek to increase the visibility and voice of those who work in
the informal economy and to promote supportive policies for
the informal workforce worldwide. Together, these alliances –
and their member organisations – constitute a growing inter-
national movement of the informal workforce with a particu-
lar, but not exclusive, focus on women.

Non-governmental organisations 
Large numbers of NGOs around the world provide services to,
advocate on behalf of and/or organise the working poor in the
informal economy. However, more of these NGOs need to
organise the working poor – including women – around their
work identities (i.e. as small-scale producers, traders or wage
workers) and, in so doing, to find ways to work more closely
with trade unions, especially those organising informal workers. 
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Individuals, families and communities
In the absence of formal systems of social protection, the work-
ing poor rely on informal systems of social protection (e.g. sup-
port from friends and relatives, social or kinship networks and
rotating savings-and-credit societies) as well as their own
resources (e.g. use of savings, sale of assets or sending children
to work). However, the benefits from such informal sources are
seldom adequate and often uncertain, especially during wide-
spread or prolonged crises, and the associated costs and risks
are often quite high. Furthermore, women worldwide do a dis-
proportionate amount of this unpaid ‘community work’.

Policy Process

Clearly, there is no universal policy prescription for the infor-
mal economy. However, the following guiding principles
should be seen as essential aspects of a positive policy process:

• It should be participatory and inclusive and allow for policies to
be developed through consultation with informal workers,
and through consensus of relevant government depart-
ments, the organisations of informal workers and other
appropriate social actors. In order to have a voice, those
who work in the informal economy must be organised and
their efforts to organise into trade unions and co-operatives
at every level should be encouraged and supported.

• It should be context-specific based on the reality of different
categories of informal workers in specific locales and indus-
tries. It should recognise and support both the self-
employed and paid workers in the informal economy. The
lack of recognition and understanding of these two compo-
nents of the informal economy often hinders the develop-
ment of appropriate policy. Further, taking into account
local and national circumstances is critical to developing
appropriate policy.

• It should be gender sensitive, taking into account the roles
and responsibilities of women and men in the informal
economy. In most regions of the world, a larger share of the
female than of the male workforce is in the informal econ-
omy and, within the informal economy, women tend to be
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concentrated in lower-return segments than men (see
Chapter 2). As a result, even within the informal economy,
there is a significant gender gap in earnings and in the
benefits and protection afforded by work. Understanding
relations between men and women, their different positions
in the economy and their access to and control of resources
is crucial to understanding the informal economy, where a
gendered approach is a pro-poor approach. Supporting
women’s work will, in effect, lead to support for poor house-
holds and poor children.

• It should be based on an informed understanding of the
economic contribution of informal workers and serve to
mainstream the concerns of the informal workforce in those
institutions that deal with economic planning and develop-
ment. In the past, the management or regulation of infor-
mal activities has often been relegated to social policy
departments or, in urban areas, to those departments (such
as the police or traffic) that deal with law and order issues.
Locating governance of the informal economy in traffic,
health, policy or social departments ignores its economic
aspects. Institutions that govern the informal economy
should be those dealing with economic planning and
development.

The framework, guidelines and successful examples presented
in this Handbook are intended to help develop an informed
and comprehensive policy approach. Of course, formulating
appropriate policies is never an easy task. However, with the
involvement of the organisations that represent informal
workers, particularly women, it is likely to succeed. The way
ahead has to be one of negotiated solutions, and these negoti-
ations have to be about rights and responsibilities. While the
inclusion of the voice of all stakeholders in making policy is
essential to its success, the input of informal workers and their
organisations, based on recognition of their right to organise,
is crucial.
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Notes
1 This growing consensus is reflected in several recent reports by vari-

ous inter-governmental organisations, including: A Fair Globalization:
Creating Opportunities for All (WCSDG, 2004); and Globalization,
Growth and Poverty: Building an Inclusive World Economy (World
Bank, 2001).

2 In this World Bank report on trade and poverty, the six recom-
mended areas of action for building an inclusive world economy
are: a ‘development round’ of trade negotiations; improved invest-
ment climate in developing countries (including control of corrup-
tion, well-functioning bureaucracies and regulations, contract
enforcement and protection of property rights); good delivery of
education and health services; good provision of social protection
tailored to the more dynamic labour market in an open economy;
greater volume of foreign aid; and debt relief (World Bank, 2002).

3 Gender Mainstreaming in the Multilateral Trading System by Mariama
Williams, another handbook in this series, looks at the linkages
between trade and investment policy and gender equality objec-
tives and priorities, as well as presenting recommendations on the
key issues.

4 Gender-responsive budgets have now been carried out in around 40
countries, nearly half of them in the Commonwealth. The
Commonwealth Secretariat has produced a number of publications
about these experiences, including a guide for practitioners called
Engendering Budgets (in the Gender Mainstreaming Series). See
www.thecommonwealth.org/gender.
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Appendices 

Appendix 1 ILO Convention on Home Work, 19961

Date of coming into force: 22 April 2000

The General Conference of the International Labour Organiz-
ation,

Having been convened at Geneva by the Governing Body of
the International Labour Office, and having met in its Eighty-
third Session on 4 June 1996, and 

Recalling that many international labour Conventions and
Recommendations laying down standards of general applica-
tion concerning working conditions are applicable to home-
workers, and 

Noting that the particular conditions characterising home
work make it desirable to improve the application of those
Conventions and Recommendations to homeworkers, and to
supplement them by standards which take into account the
special characteristics of home work, and 

Having decided upon the adoption of certain proposals with
regard to home work, which is the fourth item on the agenda
of the session, and 

Having determined that these proposals shall take the form of
an international Convention; 

adopts, this twentieth day of June of the year one thousand
nine hundred and ninety-six, the following Convention,
which may be cited as the Home Work Convention, 1996: 

Article 1 

For the purposes of this Convention: 
a. the term home work means work carried out by a person, to

be referred to as a homeworker,
i. in his or her home or in other premises of his or her

choice, other than the workplace of the employer;
ii. for remuneration;
iii. which results in a product or service as specified by the
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employer, irrespective of who provides the equipment,
materials or other inputs used, unless this person has
the degree of autonomy and of economic independence
necessary to be considered an independent worker
under national laws, regulations or court decisions;

b. persons with employee status do not become homeworkers
within the meaning of this Convention simply by occa-
sionally performing their work as employees at home,
rather than at their usual workplaces;

c. the term employer means a person, natural or legal, who,
either directly or through an intermediary, whether or not
intermediaries are provided for in national legislation,
gives out home work in pursuance of his or her business
activity.

Article 2 

This Convention applies to all persons carrying out home work
within the meaning of Article 1. 

Article 3 

Each Member which has ratified this Convention shall adopt,
implement and periodically review a national policy on home
work aimed at improving the situation of homeworkers, in
consultation with the most representative organisations of
employers and workers and, where they exist, with organisa-
tions concerned with homeworkers and those of employers of
homeworkers.

Article 4 

1. The national policy on home work shall promote, as far as
possible, equality of treatment between homeworkers and
other wage earners, taking into account the special charac-
teristics of home work and, where appropriate, conditions
applicable to the same or a similar type of work carried out
in an enterprise.

2. Equality of treatment shall be promoted, in particular, in
relation to: 
a. the homeworkers’ right to establish or join organisa-

tions of their own choosing and to participate in the
activities of such organisations;
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b. protection against discrimination in employment and
occupation;

c. protection in the field of occupational safety and
health;

d. remuneration;
e. statutory social security protection;
f. access to training;
g. minimum age for admission to employment or work;

and
h. maternity protection.

Article 5 

The national policy on home work shall be implemented by
means of laws and regulations, collective agreements, arbitra-
tion awards or in any other appropriate manner consistent
with national practice. 

Article 6 

Appropriate measures shall be taken so that labour statistics
include, to the extent possible, home work. 

Article 7 

National laws and regulations on safety and health at work
shall apply to home work, taking account of its special charac-
teristics, and shall establish conditions under which certain
types of work and the use of certain substances may be prohib-
ited in home work for reasons of safety and health. 

Article 8 

Where the use of intermediaries in home work is permitted,
the respective responsibilities of employers and intermediaries
shall be determined by laws and regulations or by court deci-
sions, in accordance with national practice. 

Article 9 

1. A system of inspection consistent with national law and
practice shall ensure compliance with the laws and regula-
tions applicable to home work.
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2. Adequate remedies, including penalties where appropriate,
in case of violation of these laws and regulations shall be
provided for and effectively applied.

Article 10 

This Convention does not affect more favourable provisions
applicable to homeworkers under other international labour
Conventions.

Article 11 

The formal ratifications of this Convention shall be communi-
cated to the Director-General of the International Labour
Office for registration.

Article 12 

1. This Convention shall be binding only upon those
Members of the International Labour Organization whose
ratifications have been registered with the Director-
General of the International Labour Office.

2. It shall come into force 12 months after the date on which
the ratifications of two Members have been registered with
the Director-General.

3. Thereafter, this Convention shall come into force for any
Member 12 months after the date on which its ratification
has been registered.

Article 13 

1. A Member which has ratified this Convention may
denounce it after the expiration of ten years from the date
on which the Convention first comes into force, by an act
communicated to the Director-General of the
International Labour Office for registration. Such denunci-
ation shall not take effect until one year after the date on
which it is registered.

2. Each Member which has ratified this Convention and
which does not, within the year following the expiration of
the period of ten years mentioned in the preceding para-
graph, exercise the right of denunciation provided for in
this Article, will be bound for another period of ten years

MAINSTREAMING INFORMAL EMPLOYMENT AND GENDER IN POVERTY REDUCTION

226



and, thereafter, may denounce this Convention at the
expiration of each period of ten years under the terms pro-
vided for in this Article.

Article 14 

1. The Director-General of the International Labour Office
shall notify all Members of the International Labour
Organization of the registration of all ratifications and
denunciations communicated by the Members of the
Organization.

2. When notifying the Members of the Organization of the
registration of the second ratification, the Director-
General shall draw the attention of the Members of the
Organization to the date upon which the Convention shall
come into force.

Article 15 

The Director-General of the International Labour Office shall
communicate to the Secretary-General of the United Nations,
for registration in accordance with article 102 of the Charter
of the United Nations, full particulars of all ratifications and
acts of denunciation registered by the Director-General in
accordance with the provisions of the preceding Articles.

Article 16 

At such times as it may consider necessary, the Governing
Body of the International Labour Office shall present to the
General Conference a report on the working of this Conven-
tion and shall examine the desirability of placing on the
agenda of the Conference the question of its revision in whole
or in part.

Article 17 

1. Should the Conference adopt a new Convention revising
this Convention in whole or in part, then, unless the new
Convention otherwise provides – 
a. the ratification by a Member of the new revising

Convention shall ipso jure involve the immediate
denunciation of this Convention, notwithstanding the
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provisions of Article 13 above, if and when the new
revising Convention shall have come into force;

b. as from the date when the new revising Convention
comes into force, this Convention shall cease to be
open to ratification by the Members.

2. This Convention shall in any case remain in force in its
actual form and content for those Members which have
ratified it but have not ratified the revising Convention.

Article 18 

The English and French versions of the text of this Conven-
tion are equally authoritative. 

Note

1 The Convention can be found online at www.ilo.org/public/eng-
lish/employment/skills
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Appendix 2 Recommendations to Extend
National Labour Legislation to Informal Women
Workers in India 

A. General Acts

1. Minimum Wages Act
• broaden definition of worker to accommodate more cate-

gories of informal workers 
• include piece rates not just time rates under minimum wage
• set a common national minimum wage
• authorise designated local civil society organisations in each

state to hear and review complaints from workers

2. Unprotected Manual Workers (Regulation of Employment
and Welfare) Act, 1979 (Tamil Nadu)
• Enact similar acts in other states
• Expand coverage to include informal workers in the trades

and industries covered by the Act
• Set up Boards in the various trades and industries to admin-

ister benefits
• Empower civil society organisations to identify informal

workers, especially women, in the designated trades and
industries

3. Inter-State Migrant Workers Act 
• Extend coverage to cover workers who have migrated on

their own – not only those who were recruited through a
contractor

B. Equal Remuneration Act, 1975

The Equal Remuneration Act should be amended to promote
equal remuneration between all workers – men and women,
formal and informal, as follows:
• Extend application of Act to cover unequal remuneration

not just within units/establishments but across units/estab-
lishments by occupational group, industry or sector, or
region

• Replace clause “same work or work of a similar nature” by
clause “work of equal value”

• Provide guidelines and mandate training for labour inspec-
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tors – e.g., to help them to identify discriminatory practices
pertaining to the ERA

• Authorise greater role and more power to civil society
organisations in the implementation of the provisions of the
Act – e.g. a role in the setting of wages or the power to
inspect

C. Sector-Specific Acts

1. Bidi and Cigar Workers (Conditions of Employment) Act,
1996

• Include those who work under “sale-purchase” system in
definition of “employee”

• Fix a National Minimum Wage for bidi rolling to be
adopted by all states

2. Building and Other Construction Workers (Regulation of
Employment and Conditions of Service), 1996

• Extend the coverage of the Act to building projects involv-
ing costs below current minimum rupee value

• Extend the coverage of this Act to contractors and con-
struction projects involving less than 10 workers

• Stipulate worker’s record of number of days worked will be
registered, to meet the stipulated “90 days of construction
work” requirement, unless challenged and proven otherwise
by the employer

• Extract levy from the contractor’s construction budget at
the time that they submit it to the necessary authority (e.g.
Municipal Corporation) for approval

D. Women-Specific Measures

1. Maternity Benefit Act – coverage needs to be expanded:
• Expand sphere of this Act to cover:

– Shops and establishments employing fewer than 10
employees

– Informal workers who complete 180 days of work in a
year

• Increase amount prescribed as medical bonus
• Increase authorised leave period from six weeks to eight

weeks
• Authorise 15 days of paternity leave
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• Extend maternity and paternity leave to employees who
adopt a child of one year of age or less

2. Industrial Disputes Act 
• Include prohibitions against all forms of sexual harassment

as per 1992 Order of the Supreme Court (W.P. CRL Nos:
666–70), including: physical contact and advances; demand
or request for sexual favours; sexually-coloured remarks;
showing of pornography; and other unwelcome physical,
verbal or non-verbal conduct of a sexual nature

• Give proportionate representation to female employees in
the Worker Committee

• Include scope for convening Private Conciliation Boards to
facilitate speedy disposal of grievances filed by female
employees

• Mandate separate Labour court to hear and decide the cases
of female workers

3. Workmen’s Compensation Act, 1923 
• Increase amount of compensation for women workers

because of their dual work burden at home
• Empower Workmen’s Compensation Commissioner to pass

interim relief orders during the hearing of such cases
• Provide coverage for all female workers under medical insur-

ance schemes

4. Factories Act, 1948 (and other Acts – with child care pro-
visions)

• Mandate provision of crèches in all factories employing
more than 10 workers (either men or women)

5. Employees State Insurance Act 1948 – cash benefit to
insure women for pregnancy-

• Extend coverage to units of 10 workers and to workers who
earn less than Rs. 3,000 p.m.

E. Advisory, Worker and Tripartite Committees or Boards
(mandated under most of these Acts)

• Empower and expand the activities of these institutions to
review and regularise irregular tactics by employers, such as
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shifting from sub-contract to sale-purchase arrangements to
avoid employer-status

• Set time frames for such reviews and for revising standards,
such as Minimum Wage

• Include at least one woman from all sides (employer, formal
employees, informal workers, and government)

• Include representatives of trade unions of informal women
workers and formal women workers

• Mandate appropriate levels of contribution from employers,
employees, and state governments to help the Committees/
Boards oversee implementation of benefits and services
mandated under the various Acts.
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Appendix 3 Draft Umbrella Legislation on
Informal Sector Workers, India 

Second National Commission on Labour: Proposed
Umbrella Legislation for Unorganised Sector Workers
– Unorganised Sector Workers (Employment and
Welfare) Bill 

Introduction 
The Umbrella legislation for unorganised sector workers’
employment and welfare should be seen as an enabling legisla-
tion that will lead to the growth of the economy, improve the
quality of employment, provide a decent life to the workers
and integrate them with the growing opportunities in the
country.

The proposed Umbrella legislation has to be seen in a holis-
tic way. The unorganised sector is in no way a homogeneous,
independent and exclusive sector. It is dependent and linked
to the organised sector and the rest of the country.

The proposed Umbrella legislation is different from earlier
labour laws as they defined ‘industries’ and those working in
the ‘industries’ were ‘workers’, hence covered by protective
labour legislation. In the proposed Umbrella legislation, the
basic approach of the legislation is recognition and protection
for all types of workers regardless of industry, occupation, work
status and personal characteristics. Unorganised sector workers
are economically engaged all over the economy of India – in
fields, in homes, on streets, underground, in small workshops,
in forests, on coasts, on hills, everywhere.

A worker in the unorganised sector is an apprentice, casual
or contract worker, home worker, service provider or self-
employedperson (who is economically dependent) engaged in
any industry/agriculture/service directly or indirectly through a
contractor to do any manual, unskilled, skilled, technical,
operational, teaching, sales promotion, clerical, supervisory,
administrative or managerial work for hire or reward, whether
the terms of employment are expressed or implied or none. 

It needs to be recognised that the Umbrella legislation can-
not be effective without integrating it into other existing laws,
policies and schemes that basically control the economies of
these sectors. 
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The essence of the proposed Umbrella legislation is
removal of poverty of the working population of India through
improving their productivity and quality of work, enhancing
income earning abilities and increasing their bargaining power.

A better quality of employment should mainly aim at: (i) an
income above poverty level, (ii) some insurance against sick-
ness, old age and redundancy and (iii) some prospects of career
advancement.

The following are the obligations of the Government,
employment providers and the society towards the country’s
working population: (i) minimum wage/income, (ii) social
security like health and old age insurance, (iii) welfare like
childcare and (iv) prospects for skill/technical advancement.
Similarly, the working population has the following obliga-
tions towards the nation: (i) minimum age limit i.e. no child
workers, (ii) receptive to develop skill and better technology
and (iii) belong to workers’ organisations.

Statement of objects and reasons 
The unorganised sector is a vast and significant segment of the
Indian economy in terms of its economic worth through its
economic contribution and the growing number of workers the
sector engages. Workers in the unorganised sector constitute a
vast majority of the workforce in India, who have remained
outside the purview of the present labour laws. Also these laws
have proved inadequate to ensure work security and social
security workers in the unorganised sector or to safeguard their
constitutional rights. 

In order to ensure, under an Umbrella legislation, economic
and social security to all unorganised sector workers and to
mould them into a productive and secure workforce, an Act on
Unorganised Sector Workers Employment and Welfare is pro-
posed.

Contents 
Part I

1. Short Title, Extent and Commencement
2. Objectives of the Act
3. Interpretations
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Part II
4. Unorganised Sector Workers’ Board
5. Functioning of the Board through Worker Facilitation

Centres
6. Functions of the Board
7. Functions of the Board towards the Self-Employed

Part III
8. Registration
9. Identity Card
10. Funds
11. Investment of Funds
12. Ceiling on Administrative Costs

Part IV
13. Workers’ Organisations

Part V
14. Minimum Wage/Return
15. Allowances
16 Social Security
17. Health and Safety
18. Holidays etc.
19. General Provisions

Part VI
20. Education, Training and Skill Development

Part VII
21. Registers and Records
22. Grievance Redressal
23. Framing of Rules and Schemes

The Bill 
An Act to consolidate and amend laws relating to the regula-
tion of employment and welfare of workers in the unorganised
sector in India, to provide protection and social security to the
workers and to confer upon certain Courts jurisdiction in mat-
ters concerning them. 
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Part I

1. Short title, Extent and Commencement
1. This Act will be called the ‘Unorganised Sector Workers

(Employment and Welfare) Act’
2. It extends to the whole of India
3. It shall come into force on the date on when it receives

the assent of the President of India.

2. Objectives of the Act
The objectives of the Act are:
1. To obtain recognition of all workers in the unorganised

sector,
2. To ensure a minimum level of economic security,
3. To ensure minimum levels of opportunities for women

and children by progressive emanation of labour,
4. To ensure equal opportunities of work, for men and

women workers, 
5. To encourage formation of membership-based organisa-

tions of workers,
6. To ensure representation of the workers through their

organisations in local and national economic decision-
making processes.

3. Interpretations
1. ‘Worker’ refers to an unorganised sector worker regis-

tered with the Unorganised Sector Workers Board
through WFCs. An unorganised sector worker includes
a person who is working in an unorganised sector work-
place or is self-employed, including a home-based worker
or a person who works under no clear employment con-
tract. It also includes workers who are not covered by the
ESI Act and PF Act. In case of any doubt, the decision
of the Board or State Board shall be final. Worker invari-
ably means an adult worker (male and female) with a
minimum age of 16 years and maximum age of 65 years. 

2. ‘Local bodies’ mean Panchayats in rural areas and the
municipal and similar bodies in urban areas, or Pan-
chayati Raj Institutions (PRIs) and local self-governments.
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Part II

4. Unorganised Sector Workers’ Board
1. ‘Unorganised Sector Workers’ Board’ (in short referred

as the ‘Board’) refers to the Central level Motherboard.
It will be constituted by the Central Government for the
effective implementation of the provisions of this Act
and to co-ordinate functions under this Act at the
national level.

2. ‘State Board’ means the State level Motherboard of the
Board. The Board in consultation with the concerned
State Government will constitute State Boards. The
State Board will co-ordinate functioning at the State or
Union territory level under the supervision of the Board.

3. ‘State Welfare Board’ refers to bodies working under the
State Board. The Sate Boards in consultation with the
State Government will constitute State Welfare Boards.
Each of them is meant for studying and devising schemes
for each class of workers. It will work for the respective
labour sectors under the supervision of State Boards.
Welfare Boards shall assist the State Board to formulate
schemes/rules for the respective sector of workers in the
State.

4. ‘District Board’ means the district level body of the
Board. The State Board in consultation with the con-
cerned District Panchayats will constitute District
Boards. The District Board will function as co-ordained
by the respective State Boards. It shall also discuss prob-
lems arising out of the functioning of WFCs and find
solutions for the same.

5. ‘Worker Facilitation Centres’ (WFCs) are the local
centres of activities of the Board co-ordinated by the
respective District Boards. The District Board in consul-
tation with local Panchayats will constitute them.
WFCs will work in Panchayats and areas of worker con-
centration, including those in Autonomous Districts
and Hill Councils.

6. The number of members in the Board, State Board,
State Welfare Board and District Board shall not exceed
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nine (including representatives of trade unions, women
workers, NGOs, employment providers and Govern
ment/local bodies). WFCs can have more members if
required and decided by them and sanctioned by the
District Board. A member of eminence/expert who will
work full time will be the Chairperson of the respective
bodies. The term of office shall be for 3 years.

5. Functioning of Board through Worker Facilitation
Centres
1. Workers will be enrolled/registered by the WFC accord-

ing to the norms fixed by the State Board. Funds col-
lected and benefits will be provided by the WFCs. WFCs
shall directly or through other means promote tripartite
or multipartite bodies for conciliation and if disputes are
not settled, undertake or promote arbitration to facili-
tate the speedy resolution of labour disputes. They may
take the help of Labour Adalats or Labour Courts. WFCs
shall act as the closest linkage of the Board with the
workers. It shall meet as frequently as will be prescribed.
It shall also register complaints against non-compliance
with the provisions of the Act.

2. The Board will implement the Act with the help of the
Government, local bodies, welfare departments, trade
unions, employer’s organisations, non-governmental
organisations, health department, and other social and
charitable organisations.

3. Local government shall assist WFCs on the enforcement
of the provisions of the Act according to the norms fixed
by the Board or State Board.

4. The Board or its lower level bodies up to WFCs can
either directly or through authorised agents inspect any
work place to verify the implementation of the provi-
sions of the Act. The labour machinery of the Central or
State Government shall assist the Board in this respect.

6. Functions of Board
1. The Board shall have statutory powers to take all steps

to make the provisions of this law benefit the workers
and the nation, particularly to ensure payment of
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wages/return, delivery of social security and welfare meas-
ures, registration of workers, formation of workers’
organisations and workers’ education and training pro-
grammes.

2. The Board will have power to create comprehensive
multi-tier structures at State, District and Panchayat
level to reach at the grassroots and to make the struc-
tures effective. The Board, if found necessary, will create
structures and bodies to serve the workers in specific
employment sectors and sub-sectors.

3. The Board will effectively involve Panchayats,
local/municipal bodies, education and training institu-
tions, research institutions, banks, voluntary organisa-
tions and such other development agencies to reach the
provisions of this law to the worker.

4. The Board will devise schemes and programmes for job
security, social security and training of the workers.

5. The functioning of the Board will be democratic, partici-
pative and result-oriented.

6. The Board will serve as an active bridge between the
workers and the Labour Ministry.

7. The Board will devise programmes for creating proper
co-operation among unorganised sector workers,
employers, local bodies and various organisations work-
ing in the unorganised sector.

7. Functions of the Board in Relation to the Self-Employed
1. For workers who are not wage earners but are self

employed, the Board will take measures suitable to the
self-employed, to ensure they can earn fair incomes,
receive benefits of social security, training and other
development services.

2. The Board will facilitate a support system that provides
access to financial services, market infrastructure and
infrastructure like power, roads, warehousing, workplace,
information and skill development interlinked in a
holistic way.
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PART III

8. Registration
Every worker, whether or not self-employed in the area of
the WFC, should be provided with the opportunity to reg-
ister himself with the Board.

1. Registration will be compulsory. But membership in
schemes will be voluntary.

2. Registration will be a one-time affair. But registration
will be periodically renewed and updated.

3. Local public bodies, NICNET (National Informatics
Centre) or trade unions or other recognised non-
governmental organisations closer to the workers can be
entrusted to do the registration process, as per the guide-
lines and supervision of the Board.

9. Identity Card
Each worker on registration will be given a registration
number and a permanent identity card or work card on pay-
ment of a registration fee. It shall have the details of his
person, name, address, work wages/income, social security
entitlements and his photograph. The permanent registra-
tion number will be valid all over India. The registration of
a worker will not change on his movement from one place
to another within the country.

10. Funds
1. The Board will decide the system of raising funds in

consultation with its lower boards for different classes
of workers.

2. The Board will raise funds by way of contribution, cess,
assistance, grant from Government through budget
allocation or donations from employment providers,
private sector, workers and other legally permitted
sources. Board and State Boards shall plan manage-
ment of funds efficiently.

3. The Fund shall be utilised for the discharge of the
functions at various levels under the Act. The Board
will create general or specific contributory funds and
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will set Rules for fair delivery of the benefits of the
Fund.

4. The Board will receive funds from the national budget,
employers and workers to deliver social security serv-
ices to the workers.

5. The Board may raise funds for the purpose of skill
development of workers.

6. The Board will facilitate a decentralised delivery of the
funds, using such places and means closest to the
worker like post offices, banks etc.

7. Existing welfare funds and welfare fund Boards at the
Central and State levels will be free to merge with the
Board.

8. Board shall take steps to co-ordinate or merge the
existing welfare funds and the welfare Boards so that
they must be well co-ordinated, cutting down delays
and red tapism who decide to merge with the Board or
work to co-ordinate.

9. Board shall have powers to co-ordinate the welfare
funds and welfare fund Boards that have not emerged,
for the betterment of the respective labour sector in
the unorganised sector.

11. Investment of Funds
Funds shall be best invested as decided by the Board only
in safe securities of the Government.

12. Ceiling on Administrative Costs
The administrative cost of the Board functioning will not
exceed 7 per cent of the total budget of the Board.

PART IV

13. Workers’ organisations
1. Board will encourage the growth of (formation of)

organisations in the unorganised sector. Workers will
receive opportunities to represent their interests at all
possible decision-making committees and forums at
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local and national levels. For the purpose, formation of
workers’ own member-based organisations as trade
unions, cooperatives, associations, federation, or simi-
lar democratically run workers’ organisations will be
encouraged by the Board.

2. The Board will encourage and facilitate the small self-
employed workers to form their Associations or mar-
keting co-operatives so as to build capacity to stand
firm in the competitive market.

3. Workers’ organisations will strive to create an efficient
and productive workforce, and generate or improve
their productive capacity and bargaining capacity.

4. Representative of the workers’ organisations will be
made part of implementation, planning and conflict
resolution processes.

5. Workers’ organisations will ensure participation of
their members in training and education on on-going
basis.

PART V

14. Minimum Wage/Return
1. The worker shall receive minimum economic returns

or minimum wages for his work as prescribed by law.

2. The Board shall have the right to fix minimum wages
of the occupations and avocations not covered under
other laws, and where there is employer-employee
relationship.

3. There shall be a national or regional minimum wage.

4. There shall be no gender discrimination in deciding
wages or benefits. 

5. The Board and its appointed machinery shall perform
the implementation of minimum wage.

6. Non-payment of minimum wage/return shall be pun-
ishable.

15. Allowances
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1. Workers are entitled to special allowance to special
work. There shall be special payments for overtime
work, underground work, high altitude work and works
of specified risks.

2. Allowances like festival allowance, bonus and such
other benefits shall be in addition to minimum wages
fixed.

16. Social Security
1. Workers will be covered by social protection measures

included in social security especially those who are not
covered by EST Act or P F Act. 

2. The worker shall be eligible to social security protec-
tion, namely, health and life insurance, old age,
invalidity or dependent’s insurance, loss of work insur-
ance, group insurance, sickness, medical and employ-
ment injury benefits.

3. The woman worker shall be eligible for maternity
benefits and childcare/daycare facility while on work.

4. Board through its machinery or schemes visualised for
workers in all sectors will implement the social secu-
rity services.

5. Board shall frame schemes for amenities to workers
including housing, drinking water, sanitation, savings
and credit facilities.

6. Local authorities will create and invest their resources
to develop better living conditions for the workers by
providing amenities like housing, safe drinking water,
sanitation, etc.

7. The Board shall take steps to provide Maternity
Benefits Act, Workmen’s Compensation Act, Gratuity
law, ESI and PF Act to appropriate workers covered by
this Act. Board may encourage alternate insurance for
employment injury to absolve employer directly from
the liability under Workmen’s Compensation Act.

8. The Board will create a gratuity insurance fund. 
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17. Health and Safety
1. Work shall be permitted only in safe and healthy envi-

ronment and working places.

18. Working Hours, Holidays, etc.
1. Workers shall have sufficient rest, leisure, holidays,

leave and optimal working hours.

2. Maximum working hours per day shall be eight hours.

3. Intervals for rest at least one hour shall be provided
after four hours of work.

4. The total number of hours of work, including over-
time, shall not exceed ten hours in any day and spread
over not more than ten and a half hours in any day.

5. Worker shall be given one holiday in each week.

19. General Provisions
1. The worker shall obtain recognition for his work irre-

spective of the absence of any written employment
contract.

2. The worker shall work diligently in the interest of the
Nation.

3. Child under the age of 14 years shall not work, and
shall go to school.

4. The worker shall be eligible to access the common
natural resources to develop and increase his produc-
tivity through work.

5. The worker’s traditional right related to work and
space will be maintained.

6. Unorganised sector shall be protected from unfair
labour practices.

7. No employer shall dispense with the services of an
employee employed continuously for a period of not
less than six months, except for a reasonable cause.

8. The existing laws wherever they apply shall continue
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to apply. Nothing in this Act shall affect any better
right or privilege that a worker is entitled to under any
other law, contract, custom, usage, award, settlement or
agreement.

PART VI

20. Education, Training and Skill Development
1. It will be workers’ duty and right to undergo skill

development and on job training, upgradation train-
ing, literacy and workers education sessions.

2. Such programmes will be organised by local govern-
ment, employment providers and training institutes.

3. The Board will devise schemes and programmes for the
purpose, considering the pace of change in technology.

4. The Board shall establish linkages with the education,
training and research institutions right from local
levels up to national level.

PART VII

21. Registers and records

Employer shall maintain
1. A service register

2. Master roll cum wage payment register and

3. Wage slips to be issued to the workers with the seal of
the employer.

22. Grievance Redressal
1. The Board will encourage the parties to settle their

issues and disputes relating to wages and conditions of
work peacefully by tripartite or multi-partite negotia-
tions. Bipartite negotiations shall be encouraged only
where the workers are sufficiently organised.

2. Any aggrieved person, trade union, non-governmental
organisation, local body, WFCs, officers and bodies
under the Board or officers of the Central or State
Government labour department can initiate a dispute
or a complaint against violation of any of the provi-
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sions of the Act. They shall have judicial remedy also.

3. The nearest court or Lok Adalat having jurisdiction
over that area shall be empowered to hear complaints
on the functioning of the machinery, appeals over
arbitrations or try offences under this Act, in the
absence of a regular and nearby Labour Court. State
Government shall constitute the concerned Appellate
Authority for the above matters. Court shall have
power to pass interim orders to maintain peace at work
place. The courts and arbitrators shall act according to
principles of natural justice.

23. Framing of Rules and Schemes
1. Central Government may frame rules for the effective

implementation of the above objectives, generally for
all workers in the unorganised sector or for a specific
group or area.

2. Board shall have power to make rules and schemes for
effective implementation of the objects and provisions
of the Act, which shall be placed before the concerned
State legislature or Parliament. 
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Appendix 4 Bellagio Declaration of Street
Vendors, 1995

Having regard to the fact:

• that in the fast growing urban sector there is a proliferation
of poor hawkers and vendors including those who are child-
ren;

• that because of poverty, unemployment and forced migra-
tion and immigration, despite the useful service they render
to society, they are looked upon as a hindrance to the
planned development of cities both by the elite urbanites
and the town planners alike;

• that hawkers and vendors are subjected to constant mental
and physical torture by local officials and are harassed in
many other ways which at times leads to riotous situations,
loss of property rights or monetary loss;

• that there is hardly any public policy consistent with the
needs of street vendors throughout the world.

We urge governments to form a National Policy for hawkers
and vendors by making them a part of the broader structural
policies aimed at improving their standards of living, by hav-
ing regard to the following:

• give vendors legal status by issuing licenses, enacting laws
and providing appropriate hawking zones in urban plans,

• provide legal access to the use of appropriate and available
space in urban areas,

• protect and expand vendors’ existing livelihood,
• make street vendors a special component of plans for urban

development by treating them as an integral part of the
urban distribution system,

• issue guidelines for supportive services at local levels,
• enforce regulations and promote self governance,
• set up appropriate, participatory, non-formal mechanisms

with representation by street vendors and hawkers, NGOs,
local authorities, the police and others,

• provide street vendors with meaningful access to credit and
financial services,

• provide street vendors with relief measures in situations of
disasters and natural calamities,



• take measures for promoting a better future for child ven-
dors and persons with disabilities.

We further urge follow-up action by city governments:

• to recognise that vendors are an integral part of the urban
environment and are not to be treated as criminals;

• to increase focus on the situation of special groups of ven-
dors, such as children, people with disabilities, the elderly
and others;

• to promote tripartite mechanisms, with a mandate to
resolve disputes, at the city level to include representatives
of consumers, municipal authorities and vendors;

• to recognise the impact of natural disasters, civil conflicts
and wars on vendors and to appropriate relief measures
within the national framework; and

• to engage in urban planning which takes into account the
need of street vendors as producers and distributors of goods
and services.
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