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When adopting the Declaration and Plan 
of Action on Employment Promotion and Poverty 
Alleviation during their Extraordinary Summit 
(September 2004, Ouagadougou), the Heads of 
States and Governments of the African Union 
recognized the critical role of the Informal 
Economy and of the Rural Sector in providing 
more and better jobs to the African peoples, 
particularly to the youth and women. The 
Informal economy deserves to be uplifted 
through a visionary and comprehensive 
approach translated into concrete and 
substantial policy measures that can promote its 
up scaling.  

  The vision for the Informal Economy 
emerged when in the Monrovia Declaration (July 
1979) and the Lagos Plan of Action 1980-2000 
for the Economic Development of Africa, the 
Heads of States and Governments pledged for 
promoting the development of indigenous 
entrepreneurship, low cost rural technologies, 
small scale industries and artisan enterprises. 

Subsequently, the Ouagadougou 2004 
Declaration and Plan of Action pursued the goal 
of “…upgrading of the Informal Economy”. 
This is also reflected in the Social Policy 
Framework invites governments to “…give the 
informal sector the necessary support by 
removing administrative, legal, fiscal and other 
obstacles to its growth, and facilitate its 
employment creation functions with access to 
training, credit, social protection, and improved 
technology”. 

The Informal economy proves to be 
instrumental for social cohesion and stability in 
African countries, and for achieving the MDGs 1, 
2, 3 and 8, thus being a vehicle for extending the 
human security to the larger part of the 
workforce in the Continent. Its principal features 
are described as the lack of recognition, very 
weak organizational and representational 
capacities of its actors, broad exclusion from 
social protection for the informal and rural 
workers as well as the members of their families, 

and the very low level of productivity of these 
categories of workers.  

If the mentioned realities could be 
overcome, significant breakthroughs African 
countries could achieve in higher economic 
competitiveness, broader social cohesion and 
poverty alleviation.  

To this effect, the 7th Session of the 
Labour and Social Affairs Commission has 
adopted in October 2009 a “Programme on Up 
grading the Informal Economy, 2010-2015” 
which is in line with the AUC 2009 2012 
Strategic Plan. It is a comprehensive and 
multifaceted Integrated Multi Year Program. The 
objectives will be attained through strategies 
built on: (a) Advocacy for African I.E Visibility 
and Recognition (AIEVR); (b) Capacity Building 
and Empowerment of the African Informal 
Economy; (c) Productivity and Competitiveness 
of the I.E workers and enterprises; (d) Tapping 
on the Potential of African Traditional Medicine 
and of Cultural Labour Market; and (e) Achieving 
an African Labour Market that is supportive to 
Child and Youth Education and Skills 
development. 

It is necessary to reiterate the call upon 
the African Union Member States to take 
vigorous initiatives for the implementation of the 
Programme. Pioneering and bold initiatives are 
required for quick wins and sustainability. 

  The AUC and the international partners 
stand to provide African Union Member States 
with the required support, for the sustainable 
implementation of the Programme towards 
achieving its transformational objectives.  

It is my pleasure therefore to present to 
you the AU Programme on Up grading the 
Informal Economy: 2010-2015 which is 
instrumental in achieving the MDGs and in 
reversing the pervasive trend of poverty.  

Dr. Mustapha S. Kaloko 
Commissioner for Social Affairs 
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Introduction  
 

1. The Informal Economy Upgrading Programme will contribute, to a large extent, to 
the effective implementation of 10 out of the 11 Priority Areas of the Ouagadougou 2004 
Plan of Action (PoA) on Employment Promotion and Poverty Alleviation. Furthermore, 41 
out of the 64 Recommended Actions of this PoA will also be implemented in the Informal 
Economy. The Programme follows an AUC Study on ‘Improving the Informal Economy in 
Africa” 2007-2008, which report was considered by the 7th LSAC, April 2007 with 
recommendations to complete the Study with strategies and the elaboration of a Plan of 
Action. To that end, the AUC organized a Workshop in Dakar, October 2008, to fulfill the 
above recommendations. The principal outcome of the workshop was to call upon the 
AUC and the ILO to “finalize the formulation of a program for the modernization of the 
Informal Economy to be submitted to the LSAC”. 
 

2. The proposed Programme on “Upgrading the Informal Economy” builds on the 
above and takes into account the previous African Union decisions with regard to the 
informal economy improvement and employment promotion for poverty reduction in the 
Continent. It aims to carry out the AUC Strategic Plan 2009-2012’s Strategy 3.6 to 
“Promote the development of the African private sector and informal economy” under the 
Strategic Objective 3 to “Promote sustainable economic development”. 
 

3. The Programme seeks to improve the informal economy through (i) alignment of 
the legal and regulatory environment, macroeconomic and sector policies, (ii) pursuing 
universal access to basic social protection services, (iii) favorable financial policies and, 
education and training policies, (iv) improved productivity and competitiveness and (v) 
recognition of its voice and its socio economic role. The scope of the Informal economy 
also embraces rural activities. 
 

4. The IE is defined in reference to the AUC Document (LSC EXP 4(IV)-Informal 
Economy. This definition states that it includes: enterprises, which are not usually 
registered, and have low level of organization, productivity and profitability, has limited 
access to markets, credit facilities, formal training and public services. They have very 
small or no fixed premises, and finally, are not recognized, supported or regulated by the 
public authorities and don’t comply with social protection regulations, employment 
legislations or health safety provisions. This definition is broad and encompasses both 
the rural and urban areas and refers as well as to labour not included in the normal 
regulating system.  
 

5. More and more, the international partners are espousing the above issues. They 
have demonstrated interest in socially responsible economic growth, i.e pro poor growth 
which should go hand in hand with sustainable job creation, health care and education, 
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access to land and other productive assets, fair wages and salaries, and attention to the 
most vulnerable groups1.  
 
 
 
 
 
I. Background and Challenges 
 
I.1: Contribution of the IE  
 
I.1.1: Major contributor to Job creation 
 

6.  The informal economy is fast expanding and accounting for more than half of the 
new jobs in Latin America and for more than 90 percent of the labour force in India. It is 
the mainstay of most Youth and Women workers in Africa. It accounts for around 80 
percent of new jobs in Africa, where the share of the informal employment varies from 
20% in Botswana to over 90% in Mali, including the agricultural employment. 
Furthermore, 70% of them are self employed workers, mainly in street vending and 
trading2. The improvement of the I.E. will result in improving the employment status of 
these vulnerable and marginalized groups, and will reverse the high level of 
unemployment affecting these segments of the societies in the Continent.  
 
 
I.1.2: Major Contributor to Wealth   

7. The World Bank estimates that the Informal Economy1 generates 40 percent of 
the GNP of low-income nations and 17 percent of the GNP of high-income ones. In 
Africa, the informal economy contributes significantly to the Gross National Income 
(GNI), to income generation of the majority of citizens. This is in addition to its 
contribution to the formal economy. According to data from the World Bank work on 
bench-marking business regulations, the size of the informal economy as a percentage 
of gross national income (GNI), ranges from under 30 percent in South Africa, the 
continent’s largest economy, to almost 60 percent in Nigeria, Tanzania and Zimbabwe. 
The average size in sub-Saharan Africa (SSA) is 42.3 percent. It contributes to 
enlarging the middle class in the Continent.  

8. But there is a link between working in the informal economy and being poor. 
Average incomes are lower in the informal economy than in the formal sector. As a 

																																																													
1	Fact	Finding	Study,	The	Informal	Economy,	Swedish	International	Development	Agency,	March	2004.	

2	Becker,	Kristina	Foldman	(2004):	The	Informal	Economy:	A	fact	finding	study	prepared	for	the	Swedish	
International	Development	Agency,	Stockholm	
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result, a higher percentage of people working in the informal economy, relative to the 
formal sector, are working poor. 
 
I.1.3: Major contributor to household income generation and social stability and 

family promotion 

9. The informal economy creates jobs for unskilled workers and relieves urban 
employment tensions. It also offers a social security buffer in cyclical downturns, 
economic crisis or when the public sector is downsized. 

10. These informal micro-enterprises often operate in the poorer parts of African 
urban areas as well as in rural areas where Income-Generating Activities (IGAs) are the 
predominant forms and constitute an important source of household income 
supplementing farming incomes.  

I.1.4: The Informal Economy is a youth and gendered terrain 

11. The Informal Economy is a major job provider in Africa, particularly for the Youth 
and Women in the urban labour markets. It employs up to 31% of South Africa’s labour 
force, and 95% of Benin, over 90% of Cameroon. Africa is faced with a Youth 
unemployment and demographic challenge, having the fastest-growing and most 
youthful population in the world. In addition, the global financial crises threatens to 
further strain labor markets and exacerbate a tenuous situation for Africa's youth with 
few job prospects and little hope of future advancement, thus likely to increase their 
criminal activities or push to join armed conflicts in some countries. It is argued that 
creating viable jobs for young people is a precondition for Africa's poverty eradication, 
sustainable development, and peace; and in countries emerging from conflict, access to 
employment for youth is integral to peace-building processes3.  

12. In sub-Saharan Africa, women are over-represented in the informal sector where 
they  are represent 92 per cent of the total job opportunities outside of agriculture 
(against 71 per cent for men); and almost 95 per cent of these jobs are performed as 
self-employed or own-account workers and only 5 per cent as paid employees.  
  
13. In fact, Africa has the highest share of women employed informally, compared to 
the rest of the world. Policies and interventions have to take into account the gender 
nature of the informal economy in order to avoid perpetuating the gender gaps. The link 
between working in the informal economy and being poor is stronger for women than for 
men.  
 
I.2: Challenges of modernizing the IE 
 

																																																													
3	Youth	and	Unemployment	in	Africa:	The	Potential,	The	Problem,	The	Promise	,	The	World	Bank's,		December	2008	
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I.2.1: Social protection deficit and Weak Working Conditions in the Informal 
Economy  

 
14.  For countries with large informal economies, one of the highest priorities is social 
protection for the workers in that sector. It is assumed that modest improvements in 
working conditions, material management and waste reduction, basic safety measures 
and human relations management can quickly produce tangible results in terms of 
productivity and profits- and help them to move to the formal economy.4 The lack of 
social protection is a key defining characteristic of the I.E, as well a critical aspect of 
social exclusion.  The Social Protection coverage in Africa is still patchy, with many 
informal- workers not covered and widespread public feelings of insecurity. Only some 
20% of the world’s workers have adequate social protection. In Africa, not more than 
10% of the labour force, mainly those in the formal sector are covered by statutory 
social security schemes. Working conditions in the informal economy are precarious, 
unsafe, and very poor both in terms of remuneration and occupational health and safety 
– including sexual harassment and violence against women. Informal workers, in 
particular rural workers, suffer also from market distortions where farmers are price 
takers and hardly experience the position of price negotiators.  
 
15. Social protection of the African Informal workers, including the rural workers 
which represent together 70-80% of the workers, must be viewed as an issue of human 
right, human security, productivity, equity and social solidarity.  
 
16. The Priority Area 4 of the Ouagadougou Plan of Action on Employment 
Promotion and Poverty Alleviation (EXT/ASSEMBLY/AU/4 (III), calls for “improving and 
strengthening the existing social protection schemes and extending it to workers and 
their families currently excluded, as well as occupational safety, health and hygiene”, 
targeting the workers in agriculture and the informal economy. The goal is to offer a 
minimum package adapted to each part of the I.E; the minimum package should include 
coverage of health care, old age, maternity protection and, according to the branch of 
activity concerned, occupational hazards (Dakar Workshop on Improving the informal 
economy, October 2008). Albeit the Ouagadougou PoA is focusing on: 
 

- providing affordable health care including through community-based health 
insurance schemes and strengthening viability of existing schemes;  

- providing occupational safety and health coverage to vulnerable workers 
especially in agriculture and the informal economy;  

- encouraging and supporting the development of micro-insurance and 
innovative  decentralized social security schemes to provide social protection 
through community or group support; 

 
17. However, the current reality is that Africa is faced with numerous constraints in 
effectively reaching the ILO Social Security standards through implementation of the 
																																																													
4		Decent	Work	and	the	Informal	economy,	Rapport	VI,	90th	Session,	2002,		Labour	and	International	Conference,	ILO	
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Income Security Recommendation, 1944 (No. 67), the Medical Care Recommendation, 
1944 (No. 69), and the Social Security (Minimum Standards) Convention, 1952 (No. 
102, which identifies nine areas of social insurance.  The reasons of low level of social 
protection in the informal economy and rural sector are various: weak knowledge of, 
data and statistics on the specific coverage needs of these categories of workers, their 
lower contributory capacity, legal constraints (seize of the employer, occupational 
reference group often excluding self-employed, casual and domestic workers), and 
institutional, administrative and procedural obstacles.  The Continent needs to go by the 
approach of Social Protection for informal and rural workers which covers not only 
social security but also non-statutory schemes: various non contributory schemes, 
mutual benefit societies, grass-roots and community based schemes. 
 
18. The challenge is enormous but it will be borne in mind that the informal and rural 
workers give priority to more immediate needs such as food, housing, education and 
health for themselves and their families. Some African countries experienced universal 
social security schemes, as Ghana and Namibia with their respective National Health 
Insurance Scheme (NHIS) and National Insurance Scheme (NIS). Other countries put in 
place Community Based Insurance Schemes, as Guinea Bissau and Tanzania with their 
respective Abota Village Insurance Scheme (ABIS), and Community Health Fund 
(CHF)5, Mutual Society for Health Care in the Informal Sector (UMASIDA). West Africa 
experienced Mutual Health Insurance Schemes which could represent a promising 
approach to community based health insurance for the informal and rural workers and 
producers. 
 
19. Some international successful social protection schemes can inspire Africa: 
progressively extending compulsory social security to the informal economy (Republic 
of Korea), National Pension Scheme (Japan), Social Security for home based workers 
(Portugal and South Africa), Grameen Kalyan of the Grameen Bank (Bangladesh), the 
Indian Rural Employment Guarantee Act (1976) with its programme (2005) providing at 
least 100 days of wage employment to every rural household,  and the ILO STEP 
(Strategies and techniques against social exclusion and poverty program)6. It is worthy 
to refer to the Global Business Coalition on HIV and AIDS supported by 180 
international companies to promote best practice company anti-AIDS programmes in 
the workplace7. 
 
I.2.2: Lack of Recognition  
 
20. The lack of or insufficient recognition and legal protection of the informal workers 
under legal and regulatory frameworks is fuelling their high level of vulnerability and 

																																																													
5	Improving	the	Informal	Economy,	African	Union	Commission,	2007-2008	

6	Decent	Work	and	the	Informal	Economy,	Report	VI,	ILC,	90th	Session,	2002	

7	Tony	Blair,	Report	of	the	Commission	on	Africa	
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poverty. The representational gap the informal and rural workers  is a impacting 
negatively and will entrave their effective access to productive assets, capital and 
products markets, training and health systems, infrastructures and public services. 
Furthermore, the existing informal professional organizations are hampered by various 
constraints pertaining to the registration regulatory framework, their limited technical 
capacity, their financial shortcomings, weak management infrastructure and lack of 
human resources. There is a need off fostering representative, democratic and 
functional organizations in the rural and informal economy. National and local 
governments are keys in improving the enabling environment of the I.E, particularly an 
effective representation of workers in the sector. The Durban Urban Policy for the 
informal economy and the Kenyan Informal economy policy provide good practices and 
a way forward in this regard. 
21.  Subsequent to their weak professional organization, representation and legal 
status, the informal workers and enterprises are not often involved in ‘setting’ formal 
policies and regulations.  
 
22. To ensure that appropriate policies are put in place, the informal workforce needs 
to be visible to policy makers and have a voice in the policy process and take up their 
impulsion role towards the state. 
 
23. In view of the above, the Dakar workshop recommended to “facilitate the 
establishment of professional organizations operating in the I.E and promote social 
dialogue involving all the stakeholders of the sector in policy and standards setting 
processes…at all levels of decision making, local, national, regional and continental”. 
Trade Unions are deploying efforts to help organizing the informal workers. 
Nevertheless, informal workers and rural workers should be recognized as distinct 
occupational groups with specific needs and interests. The approach to enhance voice 
and effective participation of the informal workers in policy processes and decision 
making should be based on strengthening the various existing types of informal actors’ 
professional associations and network structures. The ITC can be used to support 
informal economy actors network at national, regional and continental levels, as it is the 
case for six countries of Central America through the establishment of SIPROMICRO 
Website (http://www.sipromicro.com) whose objectives are to (i) strengthen associations 
of micro enterprises, (ii) improve their access to information and disseminate innovative 
approaches to the promotion of micro enterprises, and (iii) improve the performance of 
national micro enterprises through their regional forum8. 
 
24. Women and youth, who make up the bulk of workers in the informal economy, 
are especially without representation and voice. The Ouagadougou PoA advocates for 
their effective representation through “promoting the establishment of co-operatives and 
youth and women associations”. The ILO CoopAfrica Program is pursuing this objective 
in selected African countries. 
 
																																																													
8	Decent	Work	and	the	Informal	Economy,	Report	VI,	ILC,	90th	Session,	2002	
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The ILO’s Rural Workers’ Organization Convention, 1975 (No. 141) and Home Work 
Convention, 1996 (No 177) provide guidelines to assist in set up and enhancement of 
informal workers professional associations. However, few African countries have ratified 
these Conventions. 
 
There will be interest in developing cooperation  with international organizations of 
informal ntrepreneurs established in other countries, such as, StreetNet (an 
international alliance of street vendors), HomeNet (an international alliance of home-
based workers), Self-Employed Women’s Association (SEWA) and National Alliance for 
Street Vendors of India and the like. 
 
1.2.3: Poor Information base in the Informal Economy: Need of Improved 

Statistics on the Informal Economy:  
 
25. There is a need to improve the knowledge base regarding the Informal Economy, 
in order to support both the policy making, advocacy and lobbying activities. Improved 
statistics on the I.E would increase its visibility as well the understanding of its 
composition and of the processes behind its growth, including its contribution to 
economic growth and its link with poverty. The ILO Compendium of Official Statistics on 
Employment in the Informal Sector (2000) contains harmonized measures for informal 
employment facilitating harmonized country reports. People’s Security Survey (PPS) 
can be used as the ILO’s tool designed to address the issue of insecurity related to 
people’s income and work in their today’s working environment. 
 
26. The Ouagadougou 2004 Action Plan pledges “setting up and continuously up-
dating of national data base on employment and poverty” as well “strengthening data 
collection and analysis as well as labour market    information systems”. This is in line 
with the Ouagadougou Declaration stipulation on “including initiatives on employment 
creation and poverty alleviation as indicators in the NEPAD African Peer Review 
Mechanism (APRM)”.  
 
27.  All these provisions apply to the Informal Economy where the statistical 
infrastructure is poor and needs to be improved if any upgrading policy dedicated to the 
sector is to be successful and improve the welfare of those employed therein. 
 
1.2.4: Skills Gaps:   Education and Training Policies for Informal Economy / 

providing the second chance education.  
 
28. Skills development for the African Informal Economy has become an urgent 
matter not only for the development and employability of individuals, but also for 
stimulating economic growth and reduction of poverty in Africa, and can be instrumental 
in upgrading micro and small enterprises. It must be integrated with broader economic 
development schemes such as marketing, credit, and enabling integrated education and 
training policies.  The education levels of the Informal workers are very low limiting 
their trainability and leading to modest skill levels. In education priority is given 
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to functional literacy. It is reported that in Kenya, Zambia, Tanzania, Zimbabwe and 
Senegal, about half of the informal workers have either limited education or a primary 
education and less five percent have a post secondary education. But the pattern is 
changing as more young workers with more education are entering it9.  
  
In most of the African countries (Burkina Faso, Chad, Ghana and Mali,), the I.E is its 
own training provider and the informal apprenticeship is the main vehicle for skills 
provision since the majority of people in it acquire skills through self funding and self 
regulating traditional apprenticeships. Successful demand-led vocational education 
packages include South Africa’s National Skills Development Strategy supported by the 
National Skills Fund (NSF) and the Sector Education and Training Authorities 
(SETAs)10, mainstreaming Informal Training into the Overall Training System in 
Senegal, the Nigerian National Open Apprenticeship Scheme, and the introduction of 
enterprise skills in Malian secondary schools. 
 
29. The African traditional apprenticeship system is the preferred method of skill 
acquisition for many because it is "embedded in ritual and local customs’’, integrating 
observation and practical experience within the community for which it is designed, 
teaching technical, behavioral and organizational skills not learned in the current formal 
education systems. It should be recognized as a cultural issue integrated with the 
African educational and vocational training systems, thus being at the heart of the 
MDGs 1,  2 ….. The existing traditional knowledge and skills bases have potential of 
providing a base for educational reforms that address the learning needs of the informal 
operators.11  Countries such as France, South Africa, United Kingdom, have developed 
interesting national mechanisms and qualifications framework for assessing, 
recognizing and certifying skills and experience gained through work. The African 
Development Bank (ADB) is mainstreaming an apprenticeship programme into the 
2008–11 Education Strategy for Egypt. 
 
30. More education and skills development training for its workforce will raise 
productivity and earnings in the I.E, create more favorable investment climate for 
enterprises in the sector, thus contributing further to poverty reduction and increasing 
potential extension of the access to social protection services, providing ways to  
improve the welfare of informal workers and to formalize the sector. The returns to 
training for micro and small enterprises can rise up to 99% increase in value added from 
a sample average of 9%.1213  

																																																													
9	Ibid	

10	African	Union	Commission,	2008,	Improving	the	Informal	Economy,	LSC	EXP(VI)	

11		African	Union	Commission,	2008,	Improving	the	Informal	Economy,	LSC	EXP(VI)	

12	Apprenticeship in the informal economy in Africa, Employment Report No. 1 2008, Geneva, 3-4 May 2007	
13	World	Bank	(2008):	Skills	Development	in	the	informal	sector	of	Sub	Saharan	Africa.	
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 31. This became the basis of the reform process in countries such as Senegal, 
Malawi (Technical Entrepreneurial Vocational Education and Training Authority), and 
South Africa (Basic Entrepreneurship Skills Development- BESD), in view to promoting 
greater access, quality and results for the huge number of youth entering the labour 
markets. Innovative initiatives are undertaken aiming at transforming the traditional 
apprenticeship into dual apprenticeships, hence forcing countries to transform training 
systems for the sector and develop specific schemes to respond to demand driven 
needs within the confines of their own contexts (AFD: 2007: 76)14.  
 
32. Skills development in the I.E. is constrained by inappropriate and/or insufficient 
financial incentives programs, most of which are designed for the formal medium to 
large enterprises. The Kenya Jua Kali training voucher program is a promising 
experience in use of vouchers to support training in the I.E. and develop workers 
employability, while other financial incentives like tax credits/payroll taxes schemes 
(Namibia) and characteristics of National Vocational Training Development Funds 
(Senegal, Cote d’Ivoire, Burkina Faso, Benin, Chad, etc) are not suitable or sufficient to 
prompt the small and micro enterprises to train.  
 
Traditional apprenticeship offers affordable skills acquisition for the poor African 
families. It provides practical training to the youths by the master crafts in workplace, 
ranging from several months to three/for years duration, in return for a fee or reduced 
earning while learning. Various sources estimate that fees for traditional apprenticeships 
average about US$70 per year (Hans and Serriere, 2002), US$160 (ILO, 2006), or 
US$42 in Ghana’s Ashanti region (Palmer, 2005)15.  
 
33. In its endeavor to achieving the Education for All commitment, African countries 
should consider approaches of Latin America with the introduction of education 
equivalency programs, so called second chance education, designed to reach those 
who are out of the formal classical education. This will raise adult education and 
literacy, enabling youth and adults to acquire non formal education but recognized as 
equivalent to the basic education. 
   
34. The outdated technologies used in the I.E. are a challenge for skills development 
in the sector. In addition, the ITC skills are quite limited in this economy. Few workers 
are ITC literate. 
 
35. The Informal Economy should be recognized as a source of skills development, 
with the commitment of governmental and local authorities to develop effective policies, 
programs and sustainable financing addressing the sector’s needs by combining formal 

																																																													
14	Improving	the	Informal	in	Africa,	African	Union	Commission,	2007-2008;	

15	World	Bank,	2008:	Skills	development	in	the	Informal	Sector	of	Sub	Saharan	Africa		
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education and training schemes with traditional apprenticeships and skills training 
schemes. 
 

1.2.5: Financial Needs of the Informal producers and workers:   Financial 
Regulations/Policies and Informal Economy  

 
36. Lack of funds and/or access to credit is a significant constraint to growth in the 
African I.E. The challenge is to meet the needs of micro and small entrepreneurs and to 
facilitate their access to working capital and technology.  Access to financial services 
underpins the ability of the poor to achieve the MDGs in a sustainable way, manage 
their risks and reduce vulnerability. The micro finance sector has direct effects on self –
employment and entrepreneurship development, income generating activities, skills 
development, building assets, mitigating risks, women empowerment and improving of 
living conditions. This highlights the tight Micro Finance-Micro and Small Enterprise 
nexus, access to capital being considered as one the bottleneck of the MSMEs and 
informal economy (Alexandria Business Association and its Alexandria Small Business 
Center supported by USAID) and the Stokvels in South Africa.16 The Ouagadougou 
2004 PoA called for the “encouraging of the development of micro-financing in rural and 
urban areas” in this regard. 
 
37. The microfinance has the potential of formalizing the informal sector, 
empowering micro-entrepreneurs to participate and benefit from the formal economy, by 
scaling-up into creating a private sector of entrepreneurs who function in the formal 
economy while networking among MFIs can provide a lobby platform to propel 
enterprises stemming from microfinance into the formal economy. However, the offer of 
micro finance to micro and small enterprises (MSEs) is characterized with constraints 
on the amount of loans vs the growth potential, the medium term loan, the high interest 
loan, peer-group guarantee, initial savings. Another landmark of the micro finance in 
Africa is that women owned MSEs are not major recipients of the micro finances, thus 
forced to continue operating at subsistence level. The women’s share of micro finances’ 
clients ranges from a low of 38% in Ethiopia where women are estimated to own two 
thirds of the informal and micro enterprises to 40 to 45 % in Tanzania.17  
 
38. Establishing and expanding sustainable financial services in rural area is still a 
problem, as most of micro finances are urban based. Agriculture and rural activities are 
important for African development, but the rural areas are not sufficiently covered, due 
to transactions costs and dispersed population. Innovation is needed: Rabobank 
International has worked in Uganda and Tanzania and developed financial instruments 

																																																													
16	Improving	the	Informal	in	Africa,	African	Union	Commission,	2007-2008;	

17	ibid	
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(risk management tools such as swaps and derivatives) to help small farmers protect 
themselves against price fluctuations (WBCSD 2004a). 
 
39. There is a significant and increasing number of MFIs in Africa but most of them 
with low level of sustainability. State of the sector varies from one country to another, 
with different aspects on the political, economical environment, and the legal and 
regulatory framework. Financial policies, regulations and practices were designed to 
particularly serve the few who are operating from the formal sector.  The paradox is how 
to transform perspectives and attitudes of financial institutions towards the poor so that 
they institute policies, regulations and practices that are not discriminatory18. Despite 
some important development during the last 10 years, and some leading successful 
MFIs (Benin, Senegal, Kenya, Uganda..), many African Microfinance industries are still 
at a start –up to expansion phase. Many policies or strategies to promote the Micro and 
SMEs development impact positively the market through reforms of the financial sectors 
and formulation of National Policy and Strategy (Tanzania, Uganda, Benin, Togo, Niger, 
Mali, Senegal), designing, adjusting and implementing conducive legal and regulatory 
framework (Tanzania, Uganda, Ghana, South Africa, Ethiopia, Madagascar, DRC…) 
and more involvement of the Central banks. 
 
40. This is reinforced with the development of MFIs Networks at national, sub 
regional and regional levels. Relationships with the banks are increasing yet not a right 
level to ensure a financial continuum. Banks still lack of competency to assess the risk 
related to MFIs for refinancing and to a broader range of clientele (direct funding), and 
could be refrained by HIV / AIDS and its impact, low level of productivity, high illiteracy 
rate, and psychological and social aspects. 
 
41. Building Micro Finance schemes on traditional African knowledge and values can 
ensure their sustainability, ownership by and responsibility of the populations for their 
development, effective participatory processes, legitimacy, accountability and self-
enforcement.   Traditional and informal African savings and loan schemes include, Ekub 
in Ethiopia, Tontines in Cameroon and Niger, Esusu in Nigeria, Susu in Ghana, 
Gameya in Egypt, and Sanduk in Tunisia. 
 
42. In Cameroon, the Group of Common Initiative of the Women Farmers of Bogso 
(GICPAB) utilizes the “Yum” Philosophy traditional group practices to empower 
member, strengthen the group solidarities and enhance the village community. The 
success of these microfinance programs rests in the traditional group practices 
embodied in the Yum. 
 
43. Promote Networking and Cooperation: National and international actors 
should reinforce cooperation and coordination among actors at all levels in the design, 
management, and assessment of microfinance initiatives. Mechanisms should be 
created for the exchange of knowledge and experience among African microfinance 
																																																													
18		African	union	commission,	Improving	the	Informal	Economy,	LSC	EXP4,	2008	
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practitioners.  According to the Commission on Africa Report (Tony Blair Commission) 
long-term business relationships with micro, small and medium enterprises must be 
developed by larger companies as is one of the most important ways for them to 
promote the participation of poor people in growth. In this respect, it is proposed the 
Africa Enterprise Challenge Fund which could provide proactive support ranging from 
financial assistance and mentoring to lobbying national governments to create effective 
investment climates for small businesses19. 
 
44. The funding of I.E. Policies remains a big challenge. Most of the financial support 
programs provided by international partners are short-medium term oriented, thus 
ending with limited and not lasting impacts in the scaling up of the informal units or 
workers. There is little, if any, coordination and harmonization of the donor’s support in 
order to guarantee coherency, effectiveness and efficiency of the aid directed to the I.E.. 
Furthermore, as a major contributor to the GDP in African countries, and as the most 
important and dynamic segment of the private sector, the I.E. is receiving a very small 
part of the private and public investment. These trends need to be reversed if the I.E. 
Upgrading Program is to be successful at local, national, regional and continental levels. 
The Durban City “Informal Economy Budget Analysis” methodology demonstrates that 
the sectoral investment budget is much more oriented towards the formal sector needs 
than to the I.E. expectations. There is a need to develop the knowledge on the financing 
policies in the I.E. 
  
1.2.6: The diversity of the IE and the Conceptual challenge 
 
45. It is important to note the diversity of those working in the African informal 
economy because the problems and needs are different, for example, for those 
engaged in survival activities, for home workers, whose employment relationship with 
an employer is not recognized or protected, and for the self-employed and employers, 
who face various barriers and constraints to setting up and operating formal enterprises. 
Informal enterprises include not only survival activities but also stable enterprises and 
dynamic growing businesses. 
 
46. Those who seek to develop an appropriate policy approach to the I.E. need to 
distinguish clearly when they are targeting or referring to: 

 Self-employed and their enterprises/economic activities,  
 Informal wage workers and their employers, informal workers as a whole, and  
 Organizations or associations of informal workers.  

 
47. In targeting any of these categories, policy makers also need to consider whether 
they can redirect existing policies to support and protect informal workers, or need to 
reform existing policies in order to do so, or need to develop new policies. 
 
1.2.7: Child Labour 
																																																													
19		Tony	Blair,	Report	on	the	Commission	on	Africa,		
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48. Child labour is rife in the informal economy. Because employers in this economy 
are not accountable for complying with occupational safety measures, children are often 
in the most hidden and hazardous forms of work, running the risk of injury without any 
social protections. 

49. The worst forms of child labor are defined as work that is likely to harm children’s 
health, safety or morals, such as the use of children in armed conflict, domestic labor, 
trafficking and commercial sexual exploitation, and dangerous work in the agricultural 
and informal commercial and service sectors of the economy. 

50. The ILO has recently estimated that some 217.7 million children ages 5 to 17 are 
engaged in child labour around the world. Of these, some 126.3 million are caught in 
the worst forms of child labour.  Roughly 49.3 million children in Sub-Saharan Africa are 
economically active. In Africa, Child Labour is reinforced by the phenomena of child 
fostering and child orphanhood (34 000 000 orphans in SSA, 2001), associated with 
war, famine and AIDS.   Of particular concern are child trafficking, the use of children in 
armed conflict, and mining, hazardous work in agriculture, commercial sexual 
exploitation and domestic labour. Children bondage and slavery are found in some 
areas. There are still knowledge gaps on the magnitude and nature of the problem in 
Africa.  
 
51. In the last couple of years, various programmes were designed and implemented 
with a view to eliminating the incidence of child labour. Amongst them, are the income 
transfers programs that are part of Progresa in Mexico, Bolsa Escola in Brazil and 
PACE in the Honduras (Becker, 1999; World Bank, 2000), the similar but distinct are 
Food for Education programs and the Back to school program (Indonesia). 
 
52. At international level, the ILO Convention No.182   on the prohibition and 
immediate elimination of the worst forms of child labour to complement its existing 
Minimum Age Convention No. 138, as well as its International Programme for the 
Elimination of Child Labour (IPEC), and the 1989 UN Convention on the Rights of the 
Child protect children from hazardous and exploitative labour. Under consumer and 
media pressure, many companies adopted corporate codes of conduct with respect to 
child labour. 
 
53. IPEC’s work in Africa focuses on much needed capacity building, the 
strengthening of an Africa-wide movement against child labour and the provision of 
alternatives for children and their families. Large-scale national time bound programmes 
and multi-country programmes targeting specific worst form of child labour have 
become important foci of IPEC’s work in this region. 
 
54. A new strategy has been developed in the continent to combat child labour 
through regional project on skills training and vocational education (Ghana, Kenya, and 
Tanzania), vocational training and apprenticeship (Benin, Burkina Faso, Mali, Niger, 
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Togo, Madagascar, Senegal). The African Union Charter on the Rights and Welfare of 
Children contain various provisions regarding child situation in the labour market. The 
Programme will put forward some of these provisions. 
 
1.2.8: The Traditional Medicine and Cultural Labour Market 
 
55. Traditional Medicine proves to be an important part of the IE in Africa, providing 
occupation and income to large number of peoples. Collecting and dispensing the 
traditional medicine are taking place almost entirely in the informal economy. The 
KwaZulu-Natal-Durban/eThekwini City Council is committed to the effective 
development of this sub sector of the IE through a traditional Medicine Support 
Programme, in South Africa where eighty per cent of black people use traditional 
medicine, often in parallel with modern medicine.20. These trends are common across 
the Continent.   
 
56. The key is to consider the “value chain” reality of the traditional medicine which 
encompasses number of activities providing occupations and income to many and 
various workers: traders, traditional health practitioners, cultivators, farmers, harvesters, 
traditional healers, etc. In consultation with the stakeholders, the City adopted strategies 
to improve significantly the working conditions of the traders (shelter, storage, water and 
toilet facilities) and health practitioners (consultation booths). The City Policy set up also 
basic processing plants and a market information center developed training activities for 
skills upgrading and leads to improving the representation and voice of the workers 
(traditional healers’ organization, harvesters association…).  It supported R&D activities 
on the traditional medicine in order to develop home grown and patented mainstream 
preventive and curative medicine. 
 
1.2.9: IE and  youth and women employment promotion in post conflict countries 
 
57. The Informal economy and the rural sector are the main areas for jobs creation in 
post-conflict countries; in order to absorb the huge unskilled youth and women 
unemployed labour force. The AUC Policy on Post-Conflict Reconstruction and 
Development (PCRD), July 2006, as well as labour market needs assessment made by 
the AUC in Sierra Leone and Liberia (2008 and 2009) provides a basis planning, 
implementing and monitoring Informal Economy and job creation Strategy in Post-
Conflict countries. The Programme will be implemented with particular interest in post-
conflict countries such as Liberia, Sierra Leone and DRC. 
        
I.2.10: The Socio Economic policies and Legal and Regulatory Environment 

Barriers to formalization 

																																																													
20	The	Investment	Climate	for	the	Informal	Economy	:	A	Case	of	Durban,	South	Africa,	Frances	Lund	and	Caroline	
Skinner,	School	of	development	Studies,	University	of	Natal,	2003	
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58. One of the main challenges for modernizing the I.E in Africa is to improve its 
governance by putting in place multi and cross sectoral policies that create a more 
favorable investment climate for enterprise in it, rooting out corruption. Within the Neo-
liberal economic policy environment, existing policies and regulations either do not 
cover the informal sector at all, or do not do it sufficiently, yet in other cases where 
policies and regulations exist for informal sector, there are no adequate enforcement 
mechanisms to protect the operators in this sector21. The I.E. operators are faced with 
the lack of or weak access to market information, public services, insurance, technology 
and training that exclude them from the benefits of formalization. In addition, the 
absence of an appropriate system of property rights and the titling of the assets of the 
poor working prevents the generation of productive capital needed for business 
development. Improvements on registration procedures and property rights can have 
tremendous impacts on formalization and quality jobs creation, as it happened in Peru.22 
Informal enterprises are often excluded from the public procurement policies, due to 
their competitiveness as linked to their size, weak technical capacity to participate, lack 
of information and their limited organization capacity.   

59. The lack of National and Local Policy (Urban regulations and policies) on the 
Informal Economy is common within African countries, contrary to India and China. For 
example, the Chinese Government has taken increasing interest in the IE as a means to 
address the issue of unemployment. The Shanghai Municipal Government has 
proceeded furthest in creating a favorable policy and regulatory environment for 
promoting the informal economy, and is considered being a pioneering model for the 
development of the informal economy in China23. In its Common Minimum Programme 
(CMP), the Indian Government committed itself firmly to ensure the welfare and well-
being of the informal workers, putting in place a National Commission for Enterprises in 
the Unorganized Sector (NCEUS), as a focal point in respect of policy initiatives for the 
empowerment of informal businesses, and preparing a “National Policy on Urban Street 
Vendors”. Also, the NCEUS drafted two Bills: (1) Draft Unorganized Sector Workers 
(Conditions of Work and Livelihood Promotion) Bill, 2005 and (2) Draft Unorganized 
Sector Workers Social Security Bill, 2005.24 
 
60. A few of the African countries, like Kenya and South Africa, have adopted 
policies at this level in view of promotion the development of the IE. The Kenyan 
Government Policy (1992) on the I.E and the Nairobi City Council street hawker’s 
registration provide interesting good practices. The Durban urban inclusive policy and 

																																																													
21	Ibid		

22		Economic	reform	Today.	Securing	property	rights:	The	foundation	of	market,	Fernando	de	Soto,	
http://.cipe.org/e	19/desoto.php3,	20	Dec.2001	

23	Howell	J.,	Good	Practice	Study	in	Shangai	on	Employment	Services	for	the	Informal	Economy,	2002	

24	Legal	Mechanisms	to	empower	Informal	Business-Bangladesh	Perspective,	2007,		Government	of	Bangladesh	
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“Informal Economy Policy25 that have been very successful in incorporating street 
traders into city-planning process, being an important way forward in strengthening civil 
dialogue and policy involving those in the informal economy and their organizations. It 
recognizes the street vendors as workers, albeit with precarious and sometimes 
unsustainable enterprises. It assumes that the informal work and workers are a 
permanent part of the city’s life and economy26.  

61. Eight main policy areas are particular concerns for the informal economy. 
Macroeconomic policies, labour policies, trade policies, infrastructure and service 
policies, urban regulations, financial policies as well as education and training policies, 
and social protection measures are areas in which enlightened policy would improve the 
situation of those who work in the informal economy in Africa.  

62. As the economic policies impact the process of wealth redistribution between the 
formal and informal economy, they should be assessed. Policy analysis needs to 
determine whether the informal economy shares in benefits from government 
expenditure and procurement policies. To assess and address how macroeconomic and 
sectoral policies affect the working poor and the informal economy, it is important to 
analyze how the gaps and biases intersect in the policy and business environment. In 
this regard, a proven and reliable tool is the Informal Economy Budget Analysis which 
views budget allocations (or the lack thereof) as an expression of policy approaches to 
the informal economy.  

63. The methodology of the tool is borrowed from the gender budget initiatives and is 
relevant to analyze budget allocations across all government agencies. It examines the 
budgets and then analyses general expenditures for their possible impacts on informal 
economy workers. This approach has three advantages. First, it allows examining the 
extent to which the state budget shows an awareness of the existence and situation of 
informal operators and their enterprises. Second, it provides for identifying measures of 
direct and indirect state support, and thus has the potential to raise the visibility of 
informal operators and their enterprises and encourage advocacy for greater support. 
Third, it can be used to assess the gap between policies, budget allocations, and policy 
implementation. 

64. The small scale nature of most of the informal workers or enterprises limits 
considerably their potential of growth and up scaling towards more formal organization 
and management. The Cooperative system offers means and ways to remove 
constraints attached to this characteristic and improve the I.E.  

65. On the backdrop of the above, principles of equity, poverty reduction, and 
efficiency all provide reasons for African governments to intervene in the informal 
economy.  The uncontrolled increasing informalisation of labour without comprehensive 
governmental policy and strategy can wipe out decades of social progress in the 
																																																													
25	Durban	Infornal	Econony	Policy	;	EThekwini Unicity  Municipality, December 2001	
26	Decent	work	and	the	informal	economy,	Report	VI,	ILO,	90th	Session	of	the	International	Labour	Conference	



22	|	P a g e 	

	

framework of the MDGs, as well of economic growth. Without addressing the 
employment needs, constraints and vulnerabilities of the bulk of the labour force who 
work in the informal economy, efforts to reduce poverty will end in limited success. 

 
I.2.11:  Globalization and Informal Economy, Global economy crises as driver               
              To the expansion of the Informal Economy 
 

66. Globalization tends to reinforce the links between poverty, informality, and 
gender. But globalization can also lead to new opportunities for those who work in the 
informal economy in the form of new jobs for wageworkers or new markets for the self-
employed.  Much of the recent rise in informality in Africa reflects the decline in formal 
employment associated with structural adjustment and global competition. The impact 
of the current global crisis will significantly worsen the situation. 

 
67. Global trade and investment patterns, foreign direct investment, rapid and 
widespread diffusion of technologies, governmental incentive packages  to increase 
international competitiveness tend to privilege capital, large companies to the 
disadvantage of small and micro entrepreneurs and puts pressure on low-skilled 
workers, subjecting them to increasing competition. Another dimension of globalization 
is the restructuring of production through subcontracting chains that reach across 
countries, often with lead firms in the industrialized countries putting out work directly  to 
SSMEs or manufacturers in developing countries who, in turn, can subcontract to crafts 
workshops or home workers. This trend can spread in Africa and will need scrutiny. 
 
68. In light of the global economic and financial crises, the globalization process 
needs to be taken in consideration for the informal economy development concerns in 
Africa, in line with the provisions of the Priority Area 8 of the Ouagadougou 2004 PoA, 
urging for “building international cooperation, fair and equitable globalization and 
partnership for an enhanced support to Africa’s efforts towards achieving sustainable 
development”. 
 
69. Furthermore, many donor agencies have come to recognize that reforms to the 
business environment to make them pro-poor can be a crucial ingredient to achieving 
the MDGs. For this reason, “reforms to business environments that improve the 
conditions for poverty reduction are likely to be given greater attention in the coming 
years”. 
 
I.2.12: The IE ILO Decent Work Concept and the MDGs 

70. For the ILO, the most meaningful way of looking at the situation of those in the 
informal economy is in terms of decent work deficits. There is enough evidence that the 
IE is characterized by decent work deficits..Poor-quality, unproductive and 
unremunerative jobs that are not recognized or protected by law, the absence of rights 
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at work, inadequate social protection, and the lack of representation and voice are most 
pronounced in the informal economy, especially at the bottom end among women and 
young workers. 

71. In response to these various deficits, the ILO Decent Work Agenda is pursuing 
four ‘strategic objectives’: (i)  Promote and realize standards and fundamental principles 
and rights at work (b) Create opportunities for women and men to secure decent 
employment and income, (c)  Enhance the coverage and effectiveness of social 
protection for all, and (d) Strengthen tripartism and social dialogue. 

72. There is a broad consensus amongst the donor community that the eradication of 
extreme poverty and hunger, in accordance with the first UN Millennium Development 
Goal, could not be achieved without broad economic growth based on pro-poor policies. 
As the informal economy constitutes such a considerable portion of economic activities in 
the African countries, it is clear that the contribution of informal economy actors is crucial 
in order to achieve pro-poor economic growth. 

73. As the IE is employing more than 60 % of the labour force in Africa, who are 
working poor most of the time living with less than 2 $ a day, with a high rate of women 
participation, any specific policy measures targeting people engaged in this sector and 
their families will contribute to attaining the MDGs. The effects will be significant 
particularly for the MDGs on poverty alleviation and income generation, women 
empowerment, literacy/education, health and youth employment. The MDs should be 
mainstreamed in the IE to lift Africa achievements in this global agenda by 2015. 

74. The African IE is faced with some challenges which require that decision makers 
and other stakeholders intensify their commitment to short-medium-long term strategies 
aiming at promoting its mainstreaming in the economy. 

 
II: AU and International Commitment towards the Informal Economy Improvement 

 
75. It is against the backdrop of the above challenges that the African Union and the 
international community took commitments aiming at improving the informal economy.  

76. The African countries devised several measures at continental level, stressing 
the crucial importance of the informal economy. In the Monrovia Declaration (July 1979), 
the Heads of States and Governments pledged to take measures in order to promote 
development of indigenous entrepreneurship. In the Lagos Plan of Action 1980-2000 for 
the Economic Development of Africa, they pledged further to support development of low 
cost rural technologies, develop indigenous entrepreneurship, small scale industries and 
artisan enterprises.27 

 
77. The Ouagadougou 2004 Declaration on Employment Promotion and Poverty 
Alleviation (EXT/ASSEMBLY/AU/4 (III), alongside with its Plan of Action emphasized the 
																																																													
27	Study	on	the	Informal	Economy,	2007-2008,	African	Union	Commission	
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role of the Informal Economy in job creation and its contribution to income generation for 
the populations. A main concern is about the working conditions prevailing in this sector 
where there is encountered the most significant decent work deficit.  
 
78. The Ouagadougou 2004 Declaration and Plan of Action on Employment 
Promotion and Poverty Alleviation encompasses strategic components aiming at 
improving the informal economy. The goal is the “upgrading of the Informal 
Economy”, as stated in strategy (vii) under the Key Priority Area 7 of the PoA calling for 
utilization of “key sectors with high employment potential to generate jobs and to allocate 
adequate resources”. The Informal Economy and the Rural Economy are considered as 
the main labour intensive sectors in Africa.  

 
79. This is in line with the Paragraph 5 of the Declaration seeking to “empower the 
poor and the vulnerable, particularly in the rural communities and the urban informal 
economy, the unemployed and the under-employed by enhancing their capacities 
through  education, skills and vocational training and retraining of labour force, access to 
financial resources, in particular micro-financing, land, infrastructure, markets, 
technology and services in order to meaningfully integrate them into the labour market;”.  
 
80. One of the objectives of the Ouagadougou Plan of Action seeks “to strengthen 
the capacity of local, national, regional and continental institutions in promoting 
participation, voice, tripartism, social dialogue and partnership to ensure an equitable 
and efficient representation of important socio-economic interests and beneficiaries in 
the formulation and implementation of inclusive development policies.”. As regards the 
I.E., this provision brings up the issue of weak institutional framework in support to 
modernization of the I.E, at national and local levels of African countries. Faced with the 
diversity of public and private, as well as CSO involved in the governance of the I.E, and 
with the lack of coordinating mechanisms between them, there will be a need to establish 
a national coordinating body which will act as focal point in respect of policy initiatives 
regarding empowerment of the informal operators.     

 
81. On its side, the Social Policy Framework invites governments to “give the 
informal sector the necessary support by removing administrative, legal, fiscal and other 
obstacles to its growth, and facilitate its employment creation functions with access to 
training, credit, advisory services, appropriate legislation, productive inputs, social 
protection, and improved technology”, to “raise the level of productivity in the informal and 
small-scale formal sectors”.  

 
82. Therefore the need and urgency for a comprehensive and multifaceted strategy 
through an Integrated Support Program in which the achievement of these objectives are 
clear. 

83. Similarly to international organizations such as the ILO and the World Bank, the 
African Union expressed its concern about the growing informal economy and its link with 
poverty.  
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84. The ILO Declaration of Fundamental Principles and Rights at Work are as 
relevant in the informal economy as they are in the formal economy. The guarantee of 
fundamental principles and rights at work “enables the persons concerned to claim freely 
and on the basis of equality of opportunity their fair share of the wealth which they have 
helped to generate and to achieve fully their human potentials”. The Declaration states 
that similarly to the formal workers, the informal workers have rights at work: freedom of 
association (Convention 98) and the effective recognition of the right to collective 
bargaining (Convention No. 87); 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.  

 
85. Additionally, there are some ILO instruments that focus on the specific categories 
of workers in the informal economy. As examples, can be quoted the Home Work 
Convention, 1996 (No. 177), the Recommendation (No. 184) covering workers who 
perform work outside the premises of the employer and the Indigenous and Tribal People 
Convention, 1989 (No. 169) which is oriented towards workers in the informal economy.  
 
86. This legal and promotional ILO architecture needs to be integrated in any policy 
aimed at improving the Informal Economy in Africa, as they ensure the enjoyment of basic 
human rights for informal and rural workers, if implemented in a proper manner. 
 
Furthermore, international development partners such as the World Bank, the European 
Commission are also involved in the modernization of the I.E. For instance, one of the 
expected outcomes of the AU-EU Plan of Action and Joint Strategy (2008-2010) seeks 
“improved understanding of the informal economy with a view of to a progressive 
formalization of the informal sector”, encouraging “entrepreneurship and self-employment, 
investment in private sector and microfinance schemes”.28   
 

III. Strategy for Upgrading the Informal Economy in Africa  
 

III.1: The Core Principles 

87. The below principles are the truths that will inspire the actions and policy 
intervention measures of all the stakeholders and decision makers in the implementation 
of the whole programme.   

ü The underlying assumptions of the IE Upgrading Program are: (i) the IE is not 
a problematic sector to endeavor to eliminate; (ii) most of the Informal 
workers are vulnerable groups working under precarious conditions, then 
deserving measures to assist them through social, legal and labour policies; 
(iii) the IE is an arena of dynamic entrepreneurs, needing measures to free 
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them from cumbersome regulations preventing them formalizing their 
business; 

ü Upgrading the IE is part of Human Development and of human security 
meaning freedom from fear, minimal income security, being in control of one’s 
development, and voice representation. 

ü The IE is considered as a catalytic vehicle which can serve as accelerator of 
the attainment of most of the MDGs. Considering that a large number of 
workers are in the IE extending/enlarging their access to basic needs and 
economic needs will lead to the broadest and most sustainable diffusion of 
growth into the population. Most of them are self-employed bearing the 
household shocks and risks. So being self-employed means being at the 
centre of social network with huge responsibilities vis–à-vis any events 
affecting the dependents.     

ü The IE upgrading is considered as a critical lever of “attaining a middle 
income status country” for the AU Member States. As such it is a powerful 
vehicle for a generalized, accelerated and sustainable expansion of basic 
social protection services to the African people. In this sense, it is the main 
instrument for a poverty alleviation approach, strengthening social cohesion 
by achieving near-universal social protection; 
 

ü The IE modernization and formalization is considered as a progressive  and 
gradualist approach; 

 
ü As incubator for business potential and an opportunity for on-the-job skills 

acquisition, the IE is viewed as a broad entry gate in the labour market for the 
increasing number of young job seekers and a transitional base for 
accessibility and graduation to a more formalized economic activity with the 
support of effective strategies; 
 

ü Address  and eliminate the particular vulnerability of youths and women in the 
Informal Economy 

ü The traditional “Leap Frog” project approaches should be replaced by normal 
approaches to the development through mainstreaming the I.E needs and 
expectations in national policies with focus on education and TVET, 
productivity and Health priority areas. 

III.2: Development Objectives 

III.2.1: Global Objective: 

88. The global objective is to promote the creation of more and better jobs in the 
Informal Economy, including the rural sector, in the framework of Decent and Productive 
Employment. 
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III.2.2: Specific objectives:  

89. The programme will pursue the following specific objectives: 

(i) To promote pro poor business environment through assessing, reforming 
and adapting policies and institutions to the needs and expectations of the 
I.E, as part of the private sector in Africa; 
 

(ii)  To improve and broaden the social and policy dialogue by providing the 
informal and rural workers with the capacity and ability to integrate 
effectively into its processes and mechanisms; 

 
(iii) To develop and increase effectiveness and efficiency of international 

cooperation in support to the upgrading of the I.E. 
 
90. The above specific objectives will be achieved through four Strategic 

Components and Building Blocks for the IE Upgrading. 

III.2.3: Strategy I: Advocacy for African I.E Visibility and Recognition (AIEVR) 

Output 1: Established and enhanced Capacity of MS, RECs and AUC in aligning 
Development policies, laws and regulations with the needs, expectations and 
specificities of the I.E 
 
Activity 1: Develop and deliver sensitizing and capacity building training 
package/campaign for alignment of development policies with the needs and 
expectations of the informal operators for their growth and sustainability, including 
training on Informal Economy Budget Analysis (IEBA); 
 
Activity 2: Organize sensitizing and capacity building workshops for decision makers, 
including Parliaments, for selected Public Administration Training Institutions, and other 
stakeholders; 
 
Activity 3: Examine, assess the economic, political, legal and institutional framework, 
particularly the commercial and business regulations as pertaining to the informal and 
rural workers, the labor and fiscal legislation, property rights, workers’ rights and 
protection, in order to remove obstacles to mainstreaming and formalizing the I.E and 
provide the MS and RECs with guidance for institutional reforms towards a more 
enabling environment to improving the small and micro enterprises of the informal 
economy; 
 
Activity 4: Mainstream/advocacy on the ILO Conventions on Declaration on 
Fundamental Principles and Rights at Work/Decent Work in the I.E. and the Rural 
Sector (ratification campaigns, etc); 
 



28	|	P a g e 	

	

Activity 5: Provide technical assistance and capacity building support to AU Member 
States in designing, implementing, monitoring and evaluating  Country Master Plan for 
Up grading the Informal Economy, as their National Policy on the I.E; 
 
Activity 6: Establish knowledge and statistical database on the IE through an 
appropriate information system, experience sharing and dissemination activities and 
periodic publications; improving data collection, analysis, production and dissemination 
in the framework of the African Charter on Statistics, develop guidelines on data 
collection; create an Informal Economy Resource Database; strengthening Research 
and development, with social indicators in the sector for NEPAD/APRM; 
 
Activity 7: Organize Policy Dialogue events with international stakeholders on 
Globalization and Informal/Rural economies in Africa to advocate for a fair Globalization 
for the informal and rural workers, and an experience exchange workshop with Asian 
and Latin American countries. 
 
Output 2: Increased Awareness and Visibility on the role and contributions of the 
Informal Economy to the socio economic development of African countries 
 
Activity 1: Establish and Organize the African Biennial Forum of the I.E;  

Activity 2: Adopt/Institute 2010-20130 as the African Bi Decade for Informal and Rural 
Economy Upgrading, with a Campaign program for the most vulnerable I.E workers:  
home workers, street vendors, forced labour, Africa Alliance against Worst Forms of 
Child Labour and forced labour and for promoting social protection for informal and rural 
workers, etc; 

Activity 3: Address the specific needs of women and youth by promoting gender equality 
in enterprise development, supporting networking and associations of women 
entrepreneurs promoting good practices identification and dissemination, advocacy and 
lobbying or other promotional activities. 
 

II.2.4 Strategy II: Capacity Building and Empowerment of the African Informal 
Economy   

91. With regard to the voicelessness of the I.E actors, it is of utmost importance that 
any policy process towards the I.E. be inclusive at national and local levels, participatory 
and vulnerable group sensitive, particularly the Youth and Women. There is need to set 
up and/or strengthen professional organizations or informal actors, and enhance their 
capacity to participate through the social dialogue process in the formulation,  
implementation, evaluation and monitoring of macroeconomic as well sectoral 
development policies. There is also a need of a strong, efficient and transparent 
interplay between the key governmental institutions in the field of education/training, 
industry, economy/finance, planning, labour, etc.  The local government should have 
policies to encourage the setting up and development of associations in the I.E.  
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92. Being the main economic activity stance for the African labour force, the IE could 
increase its overall institutional capacity through the establishment of a dedicated 
promotional structure, as an African Centre for the Informal Economy (ACEI). 

Output 1: Established and enhanced partnership with the key policy makers and 
the private sector 
 
Activity 1: Support to an effective voice of informal economy operators through setting 
up and enhancement of operational informal and rural workers’ Professional 
Organizations, at local, national, regional and continental levels; this will ensure their 
effective representation in relevant policy-making and rule-setting bodies and/ or 
processes;  
 
Activity 2: Support to set up and operationalization of inclusive Policy Dialogue and 
Social Dialogue Mechanisms at national, regional and continental levels in order to 
mainstream the I.E. in the policy and institutional framework as well as enhance 
Lobbying and Social Dialogue Capacity for the Informal actors (through Informal 
Employers ‘organizations and Informal Workers’ organizations). 
 
Activity 3: Develop partnership with key policy makers and the Public Sector 
(decentralized authorities, public procurement agencies, labour law, fiscal and land 
law/regulations, training/education institutions, etc). 

Activity 4: Develop partnership with the Formal Private Sector (employers’ 
organizations, banking /financing institutions, sub contracting, enterprise development 
promoting agencies, Central Banks, etc) to enhance their capacity in designing and 
implementing IE friendly policies/programs/procedures and mechanisms, including 
fostering articulation between the I.E and the modern private sector. 

Output 2: Established and harnessed institutional support infrastructure for 
upgrading the I.E 

Activity 1: Conduct the technical and financial feasibility study on the African Center of 
the Informal Economy (ACEI); 
 
Activity 2: Promote and support to the development of cooperative system in the 
Informal and Rural Economy, within the framework and by extending programme of the 
ILO CoopAfrica Project; 
 
Activity 3: Formulate and implement a Small Rural Value-Added Industries in Africa 
Support Program (SRI/Africa programme), focused on small agro industry for 
transformation of forestry, agriculture and fishery products. 
 
Activity 4: Simplifying and Streamlining licensing arrangements and simplifying taxation 
policies, and put in place One Stop-Shop bringing under one roof all the essential 
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services needed to start and grow a business, especially in support to self-employment 
and micro-enterprises. 

 
Activity 5: Facilitate access to land for establishment of worksites on more stable and 
permanent basis, including through industrial/commercial/artisanal low-cost sites 
programmes preferably within City Planning Policies, and ensure property rights 
protection, particularly intellectual property. 
 
Activity 6: AUC, RECs, MS to develop campaign for further ratification of the essential 
ILO standards relevant for the informal economy workers: Home Work Convention, 
1996 (No.177), Indigenous and Tribal People Convention, 1989 (No. 169), Migrant 
Workers Convention, 1975 (No.143), Rural Worker’s Organizations Convention, 1975 
(No 141), and the Recommendation on Collective Bargaining, 1981 (No. 163). 

Activity 7: Support the establishment of national, regional and continental network and 
forum of the informal economy, using ICT and the Website facility. 

Activity 8: Enhance institutions and structures supporting the development of the I.E. 
and their networking at national, regional and continental levels, including a national 
coordinating body acting as focal point for policies regarding the sector. 

 

 

III.2.5 Strategy III: Productivity and Competitiveness of the I.E workers and 
enterprises 

93. Governments should intervene to promote the productivity and growth of informal 
enterprises because their contributions to economic growth could be increased with the 
kinds of incentives that currently only formal enterprises get. Labour-intensive growth of 
informal enterprises is likely to create more jobs than capital-intensive growth of formal 
enterprises. It also costs much less to create jobs in the informal economy than in the 
formal economy, and informal enterprises are training grounds for entrepreneurs. 
 
94. Government interventions should cover areas likely to improve the productive 
potential of the I.E. as regards markets, training, technology, credit and insurance, and 
infrastructures. The interventions must aim also at extending social security and 
promoting decent working and employment conditions, which includes occupational 
safety and health, wages and incomes, working time and reconciling family and work 
responsibilities. 
 
 95. Globally, the education and vocational training systems are not considered 
responding to the needs of the markets, as well for the formal sector as, worse, for the 
informal actors. This calls for deep assessments and reforms in the systems. Innovative 
education and training strategies are needed to enable the huge youth in the informal 
and rural economies to obtain the requisite skills base. 
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Outcome 1: Increased coverage/access of informal and rural workers and 
producers, and their families to affordable Health and Occupational Health and 
Security at work:  

Activity 1: Realize a comprehensive study to support the preparation of a “minimum 
Package of Social Protection for rural and informal workers, and their families”. 

Activity 2: Develop at national, regional and continental levels a campaign for universal 
access to social protection for informal and rural workers and their families. 

Activity 3: Support African countries for formulation, implementation and follow-up, M&E 
of Pilot Projects on Social Protection for Rural and Informal workers, with special 
attention for post-conflict countries Sierra Leone and Liberia, (2 MS/REC). 

Activity 4: Facilitate and support constitution of network among social protection 
schemes to enable them to achieve various objectives, including strong negotiation 
power with regard to the government as well as public and private health providers, 
sharing of knowledge and greater financial stabilization through reinsurance. 

Activity 5: Improve knowledge and statistics on the social protection of the informal and 
rural workers, including development of social protection indicators adapted to the 
sector. 

Activity 6: Encourage and support Public-Private Partnership towards universal access 
of informal and rural workers to basic social protection services, particularly with the 
micro finance institutions. 

Output 2: Continuously Improved Skills and Competency of the I.E workers and 
producers  

Activity 1: Promotion and Introduction of innovative Skills Development Approaches 
such as the Basic Entrepreneurial Skills Development Approach; 

Activity 2:  Conduct a technical and financial assessment of the traditional 
apprenticeship as skills development provider for large and better youth and women 
employability in Africa and for review and reform of the education and training systems 
with participation of the IE organizations strengthened, development of training material 
and tolls packages on the basis of the IE schemes; the approach is to integrate the 
apprenticeship with the rest of learning; 

Activity 3: Elaborate and implement a comprehensive initiative for technology 
development in the I.E, including sub-contracting strategies. 

Output 3: Improved and adequate funding strategies and mechanisms for the I.E 
upgrading 

Activity 1: Develop professionals of micro insurance and micro finance; 
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Activity 2: Increased knowledge on the funding policies and mechanisms in the I.E; 

Activity 3: Create a Platform, network of micro finance institutions at regional, national 
and continental levels for experience exchange and technical cooperation in view of 
spreading and harnessing the micro finance institutions; 

Activity 4: Develop dialogue and cooperation schemes/programs between the micro 
enterprise and the insurance and banking sector, with the support of governments 
through appropriate incentives and international partners; 

Activity 5: Implement the Africa Productivity Agenda components for the Informal 
Economy. 

Output 4: Increased Market Access for better income for the informal workers and 
producers 

Activity 1: Conduct assessment of public procurement policy, regulations and 
procedures as they relate to the access of the I.E. operators to competition; 

Activity 2: Assess national, regional and international (global/WTO) trade policies in 
their relationship with the I.E. marketing activities; 

Activity 3: Develop a Marketing Management Capability for strengthening the market 
position and the sales of the I.E units at all levels, including international markets; 

Activity 4: Support to Cross-Border Trade for women in business empowerment. 

IV.  Special Initiatives: 

IV.1: The Potential of African Traditional Medicine and of Cultural Labour Market 
in Informal Economy: The Creation of Jobs 

Activity 1: Conduct a Value Chain analysis of the African Traditional Medicine and 
Cultural Labour Market (2 MS/RECs); 

Activity 2: Extend social protection to Traditional Medicine Value Chain and Cultural/Arts 
Workers. 

IV.2: An African Labour Market supportive to Child and Youth Education and 
Skills development  

Activity 1: Conduct Evaluation study of child labour strategies and programs in Africa;  

Activity 2: Public awareness raising campaign against child labour on 16 June; 

Activity 3: Experience sharing workshop with advanced Latin American countries. 

V.  Improved International Cooperation Framework in support to the 
development of the Informal Economy, including the Rural Sector. 



33	|	P a g e 	

	

96. The I.E. Upgrading Multi Year Program is a long horizon planning at local, 
national, regional and continental levels. Therefore it will need to be predictable, large-
scale and multiyear funding with long term commitment of African public authorities, the 
regional development banks and of the international partners to support its effective and 
continuous implementation towards achieving its transformational objectives.	   
 
97. The I.E. is an important contributor for African countries to achieving the MDGs 
1, 2, 3 and 8. Global financial and economic crises will reduce FDI in modern sectors 
while the I.E. will grow and offer opportunity to develop low cost or cost efficient skills 
development to prepare for the recovery times. 
 

98. International Partners have critical roles in the effective implementation of the 
programme and the achievement of the transformational process. Their interventions 
will support the policy dialogue processes, the establishment of a pro-poor business 
environment, research and statistical activities, as well the empowerment of the informal 
economy actors. In order to build the necessary comprehensive approach in support to 
the I.E. transformational process, the intervention projects of the International partners 
should target simultaneously the public sector policies vis à vis the I.E. and the specific 
needs of the I.E. in the frameworks of their Private Sector Development Policies. 
International Partners must help to create coalitions for change to support the AU I.E. 
programme, at continental, regional and national levels, to benchmark progress towards 
its objectives, particularly assist countries in building their institutional capacity, 
implementing policies and programmes needed to achieve the objectives. 

99. Furthermore, brainstorming must be developed on the opportunity, ways and 
means to establish the Africa Enterprise Challenge Fund proposed in the Report of the 
Commission on Africa (Tony Blair). 
 

VI. Institutional Arrangements 

100. The AUC will spearhead the Programme supported by a Steering Committee 
chaired by the Commissioner of Social Affairs or her representative. Members of the 
Steering Committee are: the RECs’ Representatives, African Development Bank, ILO, 
donors’ representative, representatives of the Departments of Rural Economy, Science 
and Technology as well as Economic Affairs, and the directorate of Gender. The 
Steering Committee will examine and approve the annual work plan and the budget of 
the programme after considering the annual report. It holds two meetings per year on 
November and May.	 

101. The Division of Labour, Employment and Migration of the DSA will provide the 
Secretariat of the Committee. The DSA should report annually on progress made to AU 
organs such as the ECOSOC, the Pan African Parliament and the Labour and Social 
Affairs Commission, according to modalities to be determined. The DSA will conclude 
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an agreement with interested international development partners though signing a 
MOU. 

102. The AUC’s work on the I.E Programme focuses on coordinating efforts for: 

ü Campaigning and mobilizing for the I.E Program through advocacy, research, 
information system and knowledge generation, and convening stakeholders;  

ü Best policies, strategies, programmes and practices exchange for meeting the 
I.E. programme  in terms of innovative practices,  policy and institutional reforms, 
means of policy implementation, and evaluation of financing options;  

ü Harmonizing and coordinating policies/programmes, continental institutional 
capacity building and resources mobilization,   

ü Follow-up, monitoring/evaluation and report progress towards the objectives of 
the I.E. ¨Programme ;  

ü Assisting RECs and MS in tailoring the I.E Programme to their particular 
circumstances and challenges, and in putting forward scaled-up investment plans 
to achieve the I.E. Programme objectives;  

ü Widening policy options and choices (sectoral and cross-sectoral policy reforms 
and frameworks needed to accelerate growth with equity and promote long-term 
human development); and 

ü Strengthening national capacity (enable effective service delivery at the national 
and local levels), technical assistance to RECs and MS.  

103. The I.E. Programme is a multi and cross-sectoral policy, requiring strong and 
coordinated interventions of the  international partners responsible of  sector-specific 
challenges, such as FAO or IFAD for rural micro enterprises and small farms, UNESCO 
for traditional apprenticeship and skills development, UNICEF/ILO for child labour, 
UNIDO for industrial development, or WHO for health services. 
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Risks and mitigations  

No Risks Mitigations 

01 Resistance of I.E. operators to the 
transformational process 

advantages of the formalization (increased 
cooperation assistance, better working 
conditions and social coverage for workers 
and their family members, etc); 

02 Weak organizational and 
representational capacity of informal 
and rural economy 

empowerment through organization, 
training, social dialogue, etc 

03 Resistance of public administrations, 
weak capacity  

advantages (IEBA, training for capacity 
enhancement, carrier perspectives with 
specialization, etc) 

04 Short term support policy and 
practices of international donors and 
governments will tend to persist 

Advocacy towards international partners, 
efforts on the coordination and 
harmonization of their intervention 
modalities and priorities. 

05 Lack of appropriate capacity of 
governmental and local authorities in 
planning, execution and follow-up of 
policy and strategies in support the 
I.E. 

Capacity building and enhancement 
actions in favor of governmental and local 
authorities 

 

VII. Monitoring and Evaluation 

104.  Considering the complex composition of the I.E, for any approach towards its 
development to be effective, target groups and intervention areas need to be identified 
for  policy and strategy relevancy, and appropriate follow-up, monitoring and evaluation 
mechanisms. 
 

105. The RECs will designate the Unit responsible of the coordination and follow-up of 
the Programme’s implantation, and will serve as focal point to the DSA and Steering 
Committee. It must report annually to the Conference of Ministers in charge of 
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labour/employment, crafts/informal economy, trade and industry, and agriculture, 
education and health, for recommendations and necessary actions.  The regional 
coordinating Unit will be supported with one expert and required equipment and running 
budget. Member States will put in place an intersectoral unit to facilitate the necessary 
coordination between the various public and non governmental institutions involved in 
the implementation of their policies towards the informal economy. The coordinating 
units should be enhanced enough to conduct their roles properly. The donors will be 
grouped in a pool and contribute to a basket fund in support o the implementation of the 
Program at national, regional and continental levels. One donor will be designated as 
leader for the global program, another for each of the three strategies of the Program at 
all levels. 

VIII. Fast-track Countries and Quick Wins Initiatives:  

106. Bold early breakthroughs achievements are needed to keep the momentum at high 
level and will require to launch Quick Wins Initiatives at all levels in different areas of 
interest such as: social protection, apprenticeship and training, harmonization, 
coordination and scale-up of international cooperation, assessment of the political, 
economic, legal, institutional and technological environment, formulation of national and 
local policies on I.E., access to market, access to land and industrial park through 
construction of artisanal and commercial sites, Informal Economy Budget Analysis 
(IEBA) projects, etc. Pilot Countries could be identified for each area to be the 
Champion with bold targets set for short-medium term horizons. Pilots will be used to 
drive a critical mass. 

107. Member States interested in the implementation of the programme will fill a 
questionnaire indicating the areas of interest and the kind of resources they are ready to 
commit. Special assistance must be provided to Post-Conflict Countries such as Sierra 
Leone and Liberia. An AUC/REC evaluation team will be dispatched to the requesting 
MS to assess the country situation and the readiness for the formulation and 
implementation of a national policy and/or Pilot Project, with the assistance of the ILO. 
The team will identify interested international development partners. 

108. Assuming that a handful of studies have been done in various fields of the I.E, 
the AUC will establish Working Groups (Multipartite Groups of Experts) to spearhead 
the studies, taking stock of existing researches for defining practical approaches to 
produce framework and guiding principles for policy and strategies formulation by the 
AUC, RECs or MS. Working Groups should be established on the following areas: 
social protection, apprenticeship and skills development,  micro finance/Youth 
and Women Self-Employment, and Small Rural Value-Added Industries. 

109. African and international NGOs could establish joint assistance programs to the 
I.E. while the African NGOs will need their capacity enhanced to provider better quality 
service in the I.E. 

An African Day of the Informal Economy will be recommended for celebration at 
continental, regional and national levels every year on May 1st.  
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