
1 

    

		

						       		

		

		

		

		

				

		

		

		

				
				
		

		

		 		

		 		

                         

		

		
		

		

		

		
		

		

		

		

				

				

		

				

		

		

				

				
						

												

		
				

																																																						
    																						                                         																

		
		

		

		

		         
		 		

		

		 						
				

		

		
		
                         

		

		

		

						    
		

Saurabh	Sinha	(sinha7@un.org)	
Chief,	Employment	and	Social	Protection	
Social	Development	Policy	Division	

UNECA	

Inter-regional	Expert	Group	Meeting	“Placing	equality	at	the	
centre	of	the	2030	Agenda” 

Session	2:	Social	protection,	informality	
and	inequality 

Informality	and	Inequality	in	Africa 
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Informal	employment	as	a	percentage	of	total	non-agricultural	
employment,	by	sex

Women Men

•  Informality	contributes	55%	of	the	GDP	in	Africa	other	than	North	Africa,	and	60-80%	of	its	
labour	force	is	in	informal	employment.		

•  Women	and	youth	are	more	likely	to	be	employed	informally.	Of	women	in	the	labour	force,	
74%	are	informally	employed	compared	to	61%	of	men.		

•  Over	the	next	10	years,	one	in	four	youths	will	find	a	wage	job,	and	only	a	small	fracIon	of	
those	jobs	will	be	‘formal’	in	the	modern	enterprises.	

1.	Informal	employment	is	high	in	Africa	



2.	Nature	of	informality	in	Africa	

Informal	workers,	mostly	youth	and	women,	range	from		

• highly	educated	young	urban	adults	who	may	choose	to	be	
‘voluntarily’	employed	in	the	informal	sector,	or	run	informal	
enterprises,	to	avoid	cumbersome	regula<ons	or	taxes,	to	the		

• poorly	educated	individuals	for	whom	informality	is	the	only	
alterna<ve	to	unemployment	(the	‘involuntarily’	informal)	
	[Subhramanyam	(2015)	calls	it	“forced	choice”]	
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3.	Constraint	addressed	by	informality	
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4.	What	does	informality	really	do?	

Informality	essen<ally	seeks	to	avoid,	or	miIgate	the	impact	of,	one	
or	more	of	the	labour	market	constraints	such	as:		
		
•  Legisla<on/regula<ons			}	
•  Taxes 	 	 		}	 	→	“Voluntary	informality”		
•  Scale	diseconomies 		}	

• Unemployment	 	 	 	→	“Involuntary	informality”	
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5.	Link	between	informality	and	inequality	
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Informality	and	inequality	interact	in	a	number	of	ways,	though	the	link	is	not	
easy	to	establish	given	data	constraints.	
	

In	the	short	term,	informality	may	reduce	inequality		
•  as	those	who	would	have	otherwise	remained	unemployed,	because	of	low	
skills,	find	jobs	even	if	these	are	less	produc<ve	and	with	low	earnings.		

• With	low	and	poor	quality	educa<on	and	limited	skills,	and	other	constraints	
such	as	limited	access	to	credit,	those	involuntarily	in	the	informal	sector	are	
stuck	in	an	‘informality	trap’	with	limited	prospects	of	compe<ng	in	the	
formal	labour	market.	

Over	5me,	informality	may	lead	to	increased	inequality		
•  as	 formal	 sector	 wages	 increase	 with	 increased	 produc<vity,	 whereas	 the	
earnings	of	those	in	the	informal	sector	increase	far	less	than	the	average.	



To	summarise	
• Understanding	the	rela<onship	between	informality	and	inequality	is	
cri<cal	for	successful	policy	formula<on	to	improve	living	standards	and	
reduce	poverty.		

• Policy	maWers	but	one	policy	does	not	fit	all.	The	informal	sector	in	Africa	
is	highly	heterogeneous,	and	policy	needs	to	take	this	into	account.		

	

•  “Involuntarily”	informal	–	Poorly	educated	informal	workers,	mostly	young	people	
and	women,	for	whom	informality	is	the	only	alterna<ve	to	unemployment.	

•  “Voluntarily”	informal	–	Highly	educated	young	adults	living	in	ci<es,	choose	to	
work	in	the	informal	sector	or	run	informal	enterprises	to	avoid	cumbersome	
regula<ons	or	taxes.		

• Limited	educa<on	outcomes	is	a	good	predictor	of	an	individual’s	
probability	of	being	employed	informally.		
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6.	EDUCATION,	EDUCATION,	EDUCATION	
(especially	for	girls)	

• In	spite	of	improvements	in	educa<onal	outputs	in	recent	years,	
most	children	in	Africa	leave	school	with	low	learning	
achievements	that	are	inadequate	to	meet	the	requirements	of	
the	labour	market.		

• Of	the	17	countries	with	comparable	data	over	the	en<re	school	
cycle,		
Ø 6	percent	of	those	enrolling	at	the	primary	stage	in	Swaziland	and	
11	percent	in	Ghana	complete	the	full	cycle	of	school	educa<on.		

Ø In	four	other	countries	only	1-2	percent,	and	in	the	remaining	
countries	less	than	1	percent,	complete	the	full	cycle.		

Ø Most	children	dropout	aber	the	primary	stage.	
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7.	Policy	Conclusions	

• Accord	the	highest	priority	to	increasing	access	to	quality	educa<on	
and	skills	(across	loca<on,	gender	and	quin<les)	to	increase	job	
opportuni<es,	reduce	inequali<es	and	promote	inclusive	growth.		

•  Technical	and	voca<on	educa<on	has	shown	high	rates	of	return,	and	its	
curriculum	should	be	aligned	with	labour	market	requirements.	Mauri<us	
and	Namibia	provide	good	examples.	

• Urgent	need	to	improve	the	collec<on	of	regular,	reliable	and	robust	
data	for	beWer	monitoring	and	evidence-based	policies,	especially,	
gender-disaggregated	data.	
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