INTERNATIONAL LABOUR OFFICE GB.285/7/2
285th Session

Governing BOdy Geneva, November 2002

SEVENTH ITEM ON THE AGENDA

Effect to be given to resolutions adopted
by the International Labour Conference
at its 90th Session (2002)

(b) Resolution concerning decent work
and the informal economy

1. At its 90th Session (June 2002), the Conference adopted a resolution concerning decent
work and the informal economy (the appendix sets out the text). This resolution adopted
the conclusions of the general discussion on this topic and invited the Governing Body to:

... give due consideration to them in planning future action on reducing decent work deficits
in the informal economy and to request the Director-General to take them into account both
when preparing the Programme and Budget for the 2004-05 biennium and in alocating such
resources as may be available during the 2002-03 biennium.

2. At its March 2003 session, the Governing Body will have the opportunity to address the
portion of this resolution that deals with proposas for the Programme and Budget for
2004-05, on which the Office has concentrated recent efforts. This document concerns the
follow-up to the resolution by the Office using resources available during the current
biennium. It provides illustrative examples and outlines the approach being explored by the
Director-General .

3. The International Labour Conference conclusions endorsed “an approach based on decent
work deficits’, drawing upon the ILO’s mandate, tripartite structure and expertise
(conclusions, paragraph 35). This approach:

... should reflect the diversity of situations and their underlying causes found in the informal
economy. The approach should be comprehensive involving the promotion of rights, decent
employment, social protection and social dialogue. The approach should focus on assisting
member States in addressing governance, employment-generation and poverty-reduction
issues. The ILO should take into account the conceptua difficulties arising from the
considerable diversity in the informal economy.

4. The conclusions specificaly highlight, inter alia, the tripartite approach to all activitiesin
this area, including active involvement of the Bureau for Workers Activities (ACTRAYV)
and Bureau for Employers' Activities (ACT/EMP) in all aspects of the work programme,
in particular their design (paragraph 36(b)). These consultations are being pursued by a
wide range of ILO unitsin the field and at headquarters as they make efforts to give effect
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to the resolution in the short as well as the medium term. Tripartite seminars in Japan and
Mongolia, for instance, are examining ways of taking account of the Conference
conclusions. ACT/EMP is currently following up on the action plan for the informal sector
adopted at a meeting organized just prior to the ILC discussion. Partly in continuation of
earlier work, ACTRAYV has initiated severa measures to follow up on the Conference
conclusions. The next issue of Labour Education will focus on the informal economy, with
articles on microcredit, the socia costs of the informal economy and the roles of trade
unions and NGOs.

With regard to the “identifiable and highly visible programme of work with dedicated
resources that is able to draw together relevant expertise including experts in workers' and
employers' activities’ (paragraph 36(c)), the Director-Genera and his Senior Management
Team is looking into having work done throughout the ILO using task teams, advisory
groups and a combination of regular and extra-budgetary resources. No new unit or
InFocus Programme is envisaged, in part to encourage having the needs of workers and
economic units in the informal economy “addressed throughout the Organization” (see
paragraph 36(a)). The strategy for accomplishing this remains to be developed and poses a
considerable challenge within existing resources. Given the size and scope of the informal
economy, it is essential to address it; the question now is how best to do thisin a serious

way.

Donors have expressed interest in relation to decent work and the informal economy and
could provide the necessary impetus. Proposals are being pursued to build up a substantive
technical cooperation programme with clearly identified products and action on decent
work and theinformal economy.

In the meantime, the surplus® has provided an immediate opportunity to pursue work
relating to the ILC conclusions on decent work and the informal economy. Certain regional
proposals for surplus-funded projects focus on the informal economy. In Africa, there is
interest in carrying out policy-oriented research on the impact of HIV/AIDS on human
capital in key economic sectors and the informal economy. Under the “ Jobs for Africa pilot
programme on poverty reduction through direct decent job-creation projects’, employment
promotion and enterprise-creation programmes will encompass the informal economy,
with special emphasis on youth and women. The Americas propose to examine labour
costs in the informal economy in the framework of broader research on labour market
reforms, productivity, competitiveness and decent work. Another proposal for enhancing
the capacity of employers and workers organizations to play active roles in social
protection matters will also cover the informal economy. The strengthening of employers
and workers' organizations so that their representation extends to the informal economy in
Palegtine is proposed by the Arab States. Workers and enterprises in the forma and
informal economies of Asia and the Pacific will be among the main target groups in skills
development and employment-creation projects, as well as decent work action plans for
which surplus funds are being sought. A training workshop is proposed for China to
address ways of fostering economic dynamism and sustainable development while paying
attention to issues such as distributive justice and socia protection. There is specific
reference to self-employed persons and workers being absorbed into the informal economy
asaresult of the transition to a socialist market economy.

Surplus proposals relating to statistics and measurement of decent work deficits through

indicators provide an initial response to the Conference conclusions regarding assistance to
member States to collect, analyse and disseminate data to inform the formulation of

! GB.285/PFA/9.
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appropriate policies and programmes (cf. paragraph 37(n) of the conclusions adopted in the
resolution).

9. In the regions, the informal economy is of key significance, and efforts aready under way
have received a boost from the ILC resolution. Discussions between the Africa region and
the Employment Sector have looked at how to take account of the Conference resolution in
the context of work planning. A forthcoming employment mission to Egypt will explore
with constituents ways to improve productivity and incomes in the informal economy, and
how the ILO could contribute to this effort. In the countries covered by the ILO
multidisciplinary advisory team (MDT) in the Abidjan Office, for example, projectsin the
areas of microfinance, social protection, training and small enterprise development target
the informal economy in Benin, Burkina Faso, Niger and Togo, including a strong gender
dimension. The programme “Policy and voice for micro- and small enterprises’ in West
Africaaims at improving the environment of the informal sector and strengthening rights.

10. In addition, relevant ILO units are exploring how they can take account of the specific
priority aress listed in paragraph 37 of the conclusions for the ILO’s work programme and
technical assistance. In some cases, this simply involves continuing or expanding work that
has already been under way for some time, such as targeting areas of the informal
economy where child labour is prevalent. > The Development Policy Network for the
Elimination of Child Labour (DPNet) initiated by the International Programme on the
Elimination of Child Labour (IPEC) is a multi-year activity that addresses the informal
economy as part of the links between poverty and child labour. It will be expanded to take
into account the ILC resolution on decent work and the informal economy. In addition,
IPEC has undertaken areview of over 300 of its action programmes involving child labour
in the urban informal economy with a view to drawing lessons to make such interventions
more effective.

11. Another aspect of ILO work involves identifying the legal and practical obstacles to
formation of organizations of workers and employers in the informal economy and assist
them to organize (see paragraph 37(d)). Preparation of the 2004 Global Report under the
ILO Declaration on Fundamental Principles and Rights at Work provides an opportunity to
touch upon these issues. The International Institute for Labour Studies is currently
examining labour standards and informal employment in Latin America.

12. In addition, as afollow-up to the resolution concerning social security adopted at the 2001
International Labour Conference, and reiterated in the 2002 resolution, the ILO is now
launching a global campaign on social security and coverage for all. Most of the research
and technical cooperation undertaken within that campaign is focused on workers in the
informal economy. For example, in West Africa, the ILO technical cooperation
programme on “policy and voice for micro- and small enterprises’ aims at improving the
environment for the informal sector by strengthening the voice of employers and workers
representatives and extending labour standards and rights to micro- and small enterprises.
Ongoing ILO work on employment integrates components for group organization, skills
training, entrepreneurship development, credit, cooperatives and social protection to create
more and better jobs for poor women in the informal economy (cf. paragraphs 37(f), (h)
and (m)). Practical implementation of the Global Employment Agenda at the national level

2 See ILO: A future without child labour, Report of the Director-General, Global Report under the
follow-up to the ILO Declaration on Fundamental Principles and Rights at Work, International
Labour Conference, 90th Session (Geneva, 2002), pp. 22-24. The suggestions for an action plan to
be discussed by the Governing Body at the current session include references to the informal
economy in relation to research and policy and mainstreaming (ibid., pp. 120-121).
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13.

14.

15.

16.

will give special attention to the challenges posed by the informal economy. ® Some of the
champion countries in the youth employment network are also looking at the informal
economy as an entry point into the labour market for young people. Current research, such
as on economic opportunity identification and value chain analysis, together with related
pilot activities, are expanding the knowledge base and practical tools for promoting access
to national and international markets for informal economy workers.

Moreover, work that is being refocused in the 2002-03 biennium, such as poverty
reduction initiatives at the country level, is lending greater attention to the issues set out in
the Conference conclusions. The ILO’s approach to Poverty Reduction Strategy Papers
(PRSPs), for instance, is encompassing efforts to “mainstream the issues concerning and
solutions to the challenges often presented by the informal economy in poverty reduction
strategies’ (paragraph 37(j)). * The relationship between poverty and the informal economy
is reflected as well in the inputs the ILO has begun to make towards the Millennium
Development Goals, through ILO membership on the United Nations Experts Panel and in
other ways (cf. paragraph 37(g) and (r)). In the Americas region, the MDT based in San
José is following up on a tripartite seminar held in July 2002 in Honduras related to the
country’s poverty reduction strategy (“Decent work and poverty in Honduras. Towards a
social pact to promote economic growth with equity and fight extreme poverty”); it
recommended, inter alia, a more effective vocational training system to meet the needs of
workersin the informal economy (cf. paragraph 37(f)).

The decent work pilot programme provides another example of how effect is being given
to the Conference resolution in countries where the constituents have identified the
informal economy as an important element of the country-level programmes. In Ghana and
the Philippines, for instance, the national action programmes for decent work embrace
improving the performance of the urban informal sector. In Morocco, the informal
economy is at the heart of the decent work pilot programme, since it focuses on the textile,
clothing and footwear industries. The MDT based in San José is now taking up ideas
relating to the informal economy that came up during the decent work pilot programme in
Panama.

Still other specific priority areas touched upon in the resolution remain in the ream of
longer term strategies for the use of future regular and extra-budgetary resources.
Generally, itisfair to say that issues involving decent work and the informal economy will
require a sustained commitment from the ILO to give full effect to the resolution adopted
by the Conference. As the conclusions noted, “the promotion of decent work for all
workers, irrespective of where they work, requires a broad strategy ...” (paragraph 2). The
Governing Body will have the occasion to examine how this strategy is being pursued
when it considers the document on ILO programme implementation 2002-03 and proposals
for the Programme and Budget for the biennium 2004-05, both to be submitted at its
286th Session (March 2003).

As with other Conference resolutions, the resolution on decent work and the informal
economy is being circulated by the Director-General through the normal channels.

Geneva, 15 October 2002.

3 See GB.285/ESP/1.

4 See GB.285/ESP/2.
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Appendix

Resolution concerning decent work
and the informal economy

The General Conference of the International Labour Organization,
Meeting in its 90th Session, 2002,

Having undertaken a general discussion on the basis of Report VI, Decent work and the
informal economy,

1. Adoptsthe following conclusions;

2. Invites the Governing Body to give due consideration to them in planning future action on
reducing decent work deficits in the informal economy and to request the Director-General to take
them into account both when preparing the Programme and Budget for the 2004-05 biennium and in
allocating such resources as may be available during the 2002-03 biennium.

Conclusions concerning decent work
and the informal economy

1. Recognizing the commitment of the ILO and its constituents to making decent work a
reality for all workers and employers, the Governing Body of the International Labour Office
invited the International Labour Conference to address the issue of the informal economy. The
commitment to decent work is anchored in the Declaration of Philadelphia’ s affirmation of the right
of everyone to “conditions of freedom and dignity, of economic security and equal opportunity”.
We now seek to address the multitude of workers and enterprises who are often not recognized and
protected under legal and regulatory frameworks and who are characterized by a high degree of
vulnerability and poverty, and to redress these decent work deficits.

2. The promotion of decent work for all workers, women and men, irrespective of where they
work, requires a broad strategy: realizing fundamental principles and rights at work; creating greater
and better employment and income opportunities; extending social protection; and promoting social
dialogue. These dimensions of decent work reinforce each other and comprise an integrated poverty
reduction strategy. The challenge of reducing decent work deficits is greatest where work is
performed outside the scope or application of the legal and institutional frameworks. In the world
today, a majority of people work in the informal economy — because most of them are unable to find
other jobs or start businesses in the formal economy.

3. Although there is no universally accurate or accepted description or definition, there is a
broad understanding that the term “informal economy” accommodates considerable diversity in
terms of workers, enterprises and entrepreneurs with identifiable characteristics. They experience
specific disadvantages and problems that vary in intensity across national, rural, and urban contexts.
The term “informal economy” is preferable to “informal sector” because the workers and enterprises
in question do not fall within any one sector of economic activity, but cut across many sectors.
However, the term “informal economy” tends to downplay the linkages, grey areas and
interdependencies between formal and informal activities. The term “informal economy” refers to
all economic activities by workers and economic units that are —in law or in practice — not covered
or insufficiently covered by formal arrangements. Their activities are not included in the law, which
means that they are operating outside the formal reach of the law; or they are not covered in
practice, which means that — although they are operating within the formal reach of the law, the law
is not applied or not enforced; or the law discourages compliance because it is inappropriate,
burdensome, or imposes excessive costs. The ILO’s work needs to take into account the conceptual
difficulties arising from this considerable diversity.

4. Workers in the informal economy include both wage workers and own-account workers.
Most own-account workers are as insecure and vulnerable as wage workers and move from one
situation to the other. Because they lack protection, rights and representation, these workers often
remain trapped in poverty.
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5. In some countries, the term “informal economy” refers to the private sector. In some other
countries, the term is considered synonymous with the “underground”, “shadow” or “grey”
economy. However, the mgjority of workers and enterprises in the informal economy produce legal
goods and services, albeit sometimes not in conformity with procedural legal reguirements, for
example where there is non-compliance with registration requirements or immigration formalities.
These activities should be distinguished from criminal and illegal activities, such as production and
smuggling of illegal drugs, as they are the subject of crimina law, and are not appropriate for
regulation or protection under labour or commercial law. There also may be grey areas where the
economic activity involves characteristics of both the formal and informa economy, for instance
when formal workers are provided with undeclared remuneration, or when there are groups of
workers in formal enterprises whose wages and working conditions are typical of those existing in
informality.

6. The informal economy absorbs workers who would otherwise be without work or income,
especialy in developing countries that have a large and rapidly growing labour force, for example
in countries where workers are made redundant following structural adjustment programmes. Most
people enter the informal economy not by choice but out of a need to survive. Especialy in
circumstances of high unemployment, underemployment and poverty, the informal economy has
significant job and income generation potential because of the relative ease of entry and low
requirements for education, skills, technology and capital, but the jobs thus created often fail to
meet the criteria of decent work. The informal economy also helps to meet the needs of poor
consumers by providing accessible and low-priced goods and services.

7. Workers and economic units in the informal economy can have a large entrepreneurial
potential. Workers in the informal economy also have areservoir of skills. Many people working in
the informal economy have real business acumen, creativity, dynamism and innovation, and such
potential could flourish if certain obstacles could be removed. The informal economy could also
serve as an incubator for business potential and an opportunity for on-the-job skills acquisition. In
this sense, it can be a transitional base for accessibility and graduation to the formal economy, if
effective strategies are put in place.

8. In many countries, both developing and industrialized, there are linkages between changes
in the organization of work and the growth of the informal economy. Workers and economic units
are increasingly engaged in flexible work arrangements, including outsourcing and subcontracting;
some are found at the periphery of the core enterprise or at the lowest end of the production chain,
and have decent work deficits.

9. The decent work deficits are most pronounced in the informal economy. From the
perspective of unprotected workers, the negative aspects of work in the informal economy far
outweigh its positive aspects. Workers in the informal economy are not recognized, registered,
regulated or protected under labour legislation and social protection, for example when their
employment status is ambiguous, and are therefore not able to enjoy, exercise or defend their
fundamental rights. Since they are normally not organized, they have little or no collective
representation vis-a-vis employers or public authorities. Work in the informa economy is often
characterized by small or undefined workplaces, unsafe and unhealthy working conditions, low
levels of skills and productivity, low or irregular incomes, long working hours and lack of access to
information, markets, finance, training and technology. Workers in the informal economy may be
characterized by varying degrees of dependency and vulnerability.

10. Although most at risk and therefore most in need, most workers in the informal economy
have little or no social protection and receive little or no social security, either from their employer
or from the government. Beyond traditional social security coverage, workers in the informal
economy are without social protection in such areas as education, skill-building, training, health
care and childcare, which are particularly important for women workers. The lack of socia
protectionisacritical aspect of the social exclusion of workersin the informal economy.

11. While some people in the informal economy earn incomes that are higher than those of
workers in the formal economy, workers and economic units in the informal economy are generally
characterized by poverty, leading to powerlessness, exclusion, and vulnerability. Most workers and
economic units in the informal economy do not enjoy secure property rights, which thus deprives
them access to both capital and credit. They have difficulty accessing the legal and judicia system
to enforce contracts, and have limited or no access to public infrastructure and benefits. They are
vulnerable to harassment, including sexual harassment, and other forms of exploitation and abuse,
including corruption and bribery. Women, young persons, migrants and older workers are especially
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vulnerable to the most serious decent work deficits in the informal economy. Characteristically,
child workers and bonded labourers are found in the informal economy.

12. Unregistered and unregulated enterprises often do not pay taxes, and benefits and
entitlements to workers, thus posing unfair competition to other enterprises. Also workers and
economic units in the informal economy do not always contribute to the tax system, although often
because of their poverty. These situations may deprive the government of public revenue thereby
limiting government’s ability to extend social services.

13. To promote decent work, it is necessary to eliminate the negative aspects of informality
while at the same time ensuring that opportunities for livelihood and entrepreneurship are not
destroyed, and promoting the protection and incorporation of workers and economic units in the
informal economy into the mainstream economy. Continued progress towards recognized, protected
decent work will only be possible by identifying and addressing the underlying causes of
informality and the barriers to entry into the economic and social mainstream.

14. Informality is principally a governance issue. The growth of the informal economy can
often be traced to inappropriate, ineffective, misguided or badly implemented macroeconomic and
social policies, often developed without tripartite consultation; the lack of conducive legal and
institutional frameworks; and the lack of good governance for proper and effective implementation
of policies and laws. Macroeconomic policies, including structural adjustment, economic
restructuring and privatization policies, where not sufficiently employment-focused, have reduced
jobs or not created adequate new jobs in the formal economy. A lack of high and sustainable
economic growth inhibits the capacity of governments to facilitate the transition from the informal
to the formal economy, through the creation of more jobs in the mainstream economy. Many
countries do not have explicit employment creation and business development policies; they treat
job quantity and quality as aresidual rather than as a necessary factor of economic development.

15. In appropriate circumstances, trade, investment and technology can offer developing and
transition countries opportunities to reduce the gap that separates them from advanced industrialized
countries, and can create good jobs. However, the problem is that the current globalization
processes are not sufficiently inclusive or fair; the benefits are not reaching enough people,
especialy those most in need. Globalization lays bare poor governance. Trade, without export
subsidies that distort the market, without unfair practices or the application of unilateral measures,
would help living standards to be raised and conditions of employment to be improved in
developing countries, and would reduce decent work deficitsin the informal economy.

16. Since a defining characteristic of workers and enterprises in the informal economy is that
they often are not recognized, regulated or protected by law, the legal and institutional frameworks
of a country are key. The ILO Declaration on Fundamental Principles and Rights at Work and its
Follow-up and the core labour standards are as applicable in the informal as in the forma economy.
But some workers are in the informal economy because national labour legislation does not
adequately cover them or is not effectively enforced, in part because of the practical difficulties of
labour inspection. Labour legidation often does not take into account the realities of modern
organization of work. Inappropriate definitions of employees and workers may have the adverse
effect of treating a worker as self-employed and outside the protection of labour legidation.

17. Inappropriate legal and administrative frameworks that do not guarantee and protect
freedom of association make it difficult for workers and employers to organize. Democratic,
independent, membership-based organizations of wage workers, own-account workers, self-
employed persons or employers in the informal economy are sometimes not allowed to operate
under local or national legidation and are often unrecognized and excluded from or under-
represented in social dialogue ingtitutions and processes. Without organization and representation,
those in the informal economy generally do not have access to a range of other rights at work. They
are not able to pursue their employment interests through collective bargaining or to lobby policy-
makers on issues such as access to infrastructure, property rights, taxation and social security.
Women and youth, who make up the bulk of workers in the informal economy, are especially
without representation and voice.

18. Economic units operate in the informal economy mainly because inappropriate regulations
and excessively high tax policies are responsible for excessive costs of formalization and because
barriers to markets and the lack of access to market information, public services, insurance,
technology and training exclude them from the benefits of formalization. High transaction and
compliance costs are imposed on economic units by laws and regulations that are overly
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burdensome or involve dealing with corrupt or inefficient bureaucracies. The absence of an
appropriate system of property rights and the titling of the assets of the poor prevents the generation
of productive capital needed for business devel opment.

19. Informality can also be traced to a number of other socio-economic factors. Poverty
prevents real opportunities and choices for decent and protected work. Low and irregular incomes
and often the absence of public policies prevent people from investing in their education and skills
needed to boost their own employability and productivity, and from making sustained contributions
to socia security schemes. Lack of education (primary and secondary) to function effectively in the
formal economy, in addition to alack of recognition of skills garnered in the informal economy, act
as another barrier to entering the formal economy. The lack of livelihood opportunitiesin rural areas
drives migrants into informal activities in urban areas or other countries. The HIV/AIDS pandemic
— by illness, discrimination or loss of adult breadwinners — pushes families and communities into
poverty and survival through informal work.

20. The feminization of poverty and discrimination by gender, age, ethnicity or disability also
mean that the most vulnerable and marginalized groups tend to end up in the informal economy.
Women generally have to balance the triple responsibilities of breadwinning, domestic chores, and
elder care and childcare. Women are also discriminated against in terms of access to education and
training and other economic resources. Thus women are more likely than men to be in the informal
economy.

21. Since decent work deficits are often traceable to good governance deficits, the government
has a primary role to play. Political will and commitment and the structures and mechanisms for
proper governance are essential. Specific laws, policies and programmes to deal with the factors
responsible for informality, to extend protection to all workers and to remove the barriers to entry
into the mainstream economy will vary by country and circumstance. Their formulation and
implementation should involve the social partners and the intended beneficiaries in the informal
economy. Especially in countries struggling with abject poverty and with a large and rapidly
growing labour force, measures should not restrict opportunities for those who have no other means
of livelihood. However, it should not be ajob at any price or under any circumstances.

22. Legidation is an important instrument to address the all-important issue of recognition and
protection for workers and employers in the informal economy. All workers, irrespective of
employment status and place of work, should be able to enjoy, exercise and defend their rights as
provided for in the ILO Declaration on Fundamental Principles and Rights at Work and its Follow-
up and the core labour standards. To ensure that labour legislation affords appropriate protection for
all workers, governments should be encouraged to review how employment relationships have been
evolving and to identify and adequately protect all workers. The elimination of child labour and
bonded labour should be a priority goal.

23. The informal economy provides an environment that allows child labour to thrive. Child
labour is a key component of the informal economy. It undermines strategies for employment
creation and poverty reduction, as well as education and training programmes and the devel opment
prospects of countries. Child labour also exists in industrialized countries. The eradication of child
labour requires poverty reduction, good governance, effective enforcement, improved access to
universal education and social protection. It requires commitment and cooperation between the
social partners as part of the promotion of fundamental rights and the programme to transfer jobs
from the informal to the economic mainstream. Key to the success of abolishing child labour is the
creation of more quality jobs for adults.

24. 1t is the responsibility of governments to provide an enabling framework at national and
local levels to support representational rights. National legislation must guarantee and defend the
freedom of all workers and employers, irrespective of where and how they work, to form and join
organizations of their own choosing without fear of reprisal or intimidation. Obstacles to the
recognition of legitimate, democratic, accessible, transparent and accountable membership-based
organizations of workers and employers in the informal economy must be removed, so that they are
able to participate in social dialogue structures and processes. Public authorities should include such
organizations in public policy debates, and provide them access to the services and infrastructure
they need to operate effectively and efficiently and protect them from harassment or unjustified or
discriminatory eviction.

25. Policies and programmes should focus on bringing marginalized workers and economic
units into the economic and social mainstream, thereby reducing their vulnerability and exclusion.
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This means that programmes addressing the informal economy, such as provision of education,
training, microfinance, etc., should be designed and implemented with the main objective of
bringing workers or economic units in the informal economy into the mainstream, so that they are
covered by the legal and ingtitutional framework. Statistical and other research should be focused
and designed to give effective support to these policies and programmes.

26. Governments must provide the conducive macroeconomic, social, legal and political
frameworks for the large-scale creation of sustainable, decent jobs and business opportunities.
Governments should adopt a dynamic approach to place decent employment at the centre of
economic and social development policies and also to promote well-functioning labour markets and
labour market institutions, including labour market information systems and credit institutions. To
increase job quantity and quality, emphasis should be placed on investing in people, especialy the
most vulnerable — in their education, skills training, lifelong learning, health and safety — and
encouraging their entrepreneurial initiative. Poverty reduction strategies, in particular the Poverty
Reduction Strategy Papers (PRSPs), should specifically address the problems in the informal
economy. The creation of decent jobs should be a measure of success for these strategies. In many
developing countries, rural development and agricultural policies, including supportive legal
frameworks for cooperatives, need to be enhanced and strengthened. Special attention should be
given to the care responsibilities of women to enable them to make the transition from informal to
formal employment more easily.

27. A conducive policy and legal environment lowers the costs to establish and operate a
business, including simplified registration and licensing procedures, appropriate rules and
regulations, reasonable and fair taxation. It also increases the benefits of legal registration,
facilitating access to commercia buyers, more favourable credit terms, legal protection, contract
enforcement, access to technology, subsidies, foreign exchange and local and international markets.
Besides, such policies discourage businesses in the formal economy from shifting into the informal
economy. This helps new businesses to start and smaller businesses to enter the formal economy
and to create new jobs, without lowering labour standards. This also increases state revenues.

28. Another high priority is a coherent legal, judicial and financial framework for securing
property rights to enable assets to be turned into productive capital through sale, lease or use as
collateral. Reform of legislation regarding property rights should give special attention to gender
inequalitiesin rights to own and control property.

29. To address the needs of the poor and vulnerable in the informal economy, the conclusions
concerning socia security adopted by the 89th Session of the International Labour Conference in
2001 should be supported and implemented. Governments have a lead responsibility to extend the
coverage of social security, in particular to groups in the informal economy which are currently
excluded. Micro insurance and other community-based schemes are important but should be
developed in ways that are consistent with the extension of national social security schemes.
Policies and initiatives on the extension of coverage should be taken within the context of an
integrated national social security strategy.

30. The implementation and enforcement of rights and protections should be supported by
improved systems of labour inspection and easy and rapid access to legal aid and the judicial
system. There should also be provisions for cost-effective dispute resolution and contract
enforcement. National governments and local authorities should promote efficient bureaucracies
that are corruption and harassment free, are transparent and consistent in the application of rules and
regulations, and that protect and enforce contractual obligations and respect the rights of workers
and employers.

31. An important objective for both employers and workers organizations is to extend
representation throughout the informal economy. Workers and employers in informal activities may
wish to join existing trade unions and employers’ organizations, or they may want to form their
own. Employers’ and workers organizations play a critical role in either strategy: extending
membership and services to employers and workers in the informal economy, and encouraging and
supporting the creation and development of new member-based, accessible, transparent, accountable
and democratically managed representative organizations, including bringing them into social
dialogue processes.

32. Both employers' and workers' organizations can play an important advocacy role to draw
attention to the underlying causes of informality and to galvanize action on the part of al tripartite
partners to address them, and to remove the barriers to entry into mainstream economic and social
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activities. They can aso lobby the public authorities for the creation of transparent institutions and
the establishment of mechanisms for delivering and linking services to the informal economy. The
innovative and effective strategies and good practices that employers organizations and trade
unions in different parts of the world have used to reach out to, recruit, organize or assist workers
and enterprisesin the informal economy should be more widely publicized and shared.

33. Employers’ organizations in collaboration with or through other relevant organizations or
institutions could assist economic units operating in the informal economy in a number of important
ways, including access to information which they would otherwise find difficult to obtain, such as
on government regulations or market opportunities, and also access to finance, insurance,
technology and other resources. They could extend business support and basic services for
productivity improvement, entrepreneurship development, personnel management, accounting and
the like. They could help develop a lobbying agenda specially geared to the needs of micro and
small enterprises. Importantly, employers organizations could act as the conduit for the
establishment of links between informal enterprises and forma enterprises, the opportunities for
which have increased due to globalization. They could also initiate activities adapted to the needs of
the informal economy that can yield important results such as improved safety and health, improved
labour-management cooperation or productivity enhancement.

34. Trade unions can sensitize workers in the informal economy to the importance of having
collective representation through education and outreach programmes. They can also make efforts
to include workers in the informal economy in collective agreements. With women accounting for a
majority in the informal economy, trade unions should create or adapt internal structures to promote
the participation and representation of women and also to accommaodate their specific needs. Trade
unions can provide special services to workers in the informal economy, including information on
their legal rights, educational and advocacy projects, legal aid, provision of medical insurance,
credit and loan schemes and the establishment of cooperatives. These services should not, however,
be regarded as a substitute for collective bargaining or as a way to absolve governments from their
responsibilities. There is also a need to develop and promote positive strategies to combat
discrimination of al forms, to which workersin the informal economy are particularly vulnerable.

35. The ILO should draw upon its mandate, tripartite structure and expertise to address the
problems associated with the informal economy. An approach based on decent work deficits has
considerable merit and should be pursued. The ILO approach should reflect the diversity of
situations and their underlying causes found in the informal economy. The approach should be
comprehensive involving the promotion of rights, decent employment, social protection and social
dialogue. The approach should focus on assisting member States in addressing governance,
employment-generation and poverty-reduction issues. The ILO should take into account the
conceptual difficulties arising from the considerable diversity in the informal economy.

36. The efforts of the Office should:

(8) Dbetter address the needs of workers and economic units in the informal economy and they
should be addressed throughout the Organization, including already existing policies and
programmes,

(b) strengthen its tripartite approach to all activities in this area and especially to ensure close
consultation and active involvement of the Bureau for Workers' Activities and Bureau for
Employers' Activitiesin all aspects of the work programme, in particular their design;

(¢) include an identifiable and highly visible programme of work with dedicated resources that is
able to draw together relevant expertise including experts in workers' and employers
activities;

(d) be linked logically and integraly to the ILO's major strategic objectives and InFocus
programmes, for example the Decent Work Agenda, the Declaration on Fundamental
Principles and Rights at Work and its Follow-up, the Global Employment Agenda, and
upholding the overall goals of gender equality and poverty reduction; and be able to draw
upon the multidisciplinary expertise and experience of all four technical sectors and operate
effectively across all sectors and field structures. Linkages should also be made with major
international initiatives, such as the Millennium Development Goals and the Youth
Employment Network;

(e) be organized in innovative and effective ways to focus the particular and/or combined
expertise of specialists in labour law, eradication of the worst forms of child labour, equal
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opportunities, social aspects of globalization, labour inspection, social dialogue, socia
protection, micro and small enterprise development and employment policy, together with
specialists in workers' and employers' activities, to deliver specifically designed strategies to
address the identified causes and impacts of decent work deficits thus contributing to poverty
reduction;

ensure that technical assistance activities seek to integrate workers and economic units in the
informal economy into the mainstream economy and are designed to produce this result;

be reflected in the programme and regular budget and technical assistance priorities and
supported by adequate regular budget and extra-budgetary resources.

37. Specific priority areas for the ILO’s work programme and technical assistance should be

help member States to formulate and implement, in consultation with employers' and workers’
organizations, national policies aimed at moving workers and economic units from the
informal economy into the formal economy;

place special emphasis on removing obstacles to, including those in the legal and institutional
framework, the realization of all the fundamental principles and rights at work;

identify the obstacles to application of the most relevant labour standards for workers in the
informal economy and assist the tripartite constituents in developing laws, policies, and
institutions that would implement these standards;

identify the legal and practica obstacles to formation of organizations of workers and
employersin the informal economy and assist them to organize;

gather and disseminate examples and best-practice models of innovative and effective
strategies used by employers' organizations and trade unions to reach out to, recruit and
organize workers and economic unitsin the informal economy;

undertake programmes and policies aimed at creating decent jobs and education, skill-building
and training opportunities to help workers and employers move into the formal economy;

target those areas of the informal economy where child labour is prevalent with the objective
of assisting member States to design and implement policies and programmes to eradicate
child labour;

apply the ILO’s policies and programmes on enhancing employability, skills and training,
productivity and entrepreneurship to help meet the massive demand for jobs and livelihoodsin
ways that respect labour standards and enable entry into the economic and social mainstream;

assist member States to develop appropriate and facilitating legal and regulatory frameworks
to secure property rights and title assets, and to encourage and support the start-up and
sustai nable growth of enterprises and their transition from the informal to formal economy;

mainstream the issues concerning and solutions to the challenges often presented by the
informal economy in poverty reduction strategies, in particular the Poverty Reduction Strategy
Papers (PRSPs);

promote the renewed campaign agreed at the International Labour Conference in 2001 to
improve and extend social security coverage to al those in need of social protection,
especialy those in the informal economy, inter alia, through the development and piloting of
innovative ideas, such as the Global Social Trust;

address discrimination in the informal economy and ensure that policies and programmes
specifically target the most vulnerable, in particular women, young first-time jobseekers, older
retrenched workers, migrants and those afflicted with or affected by HIV/AIDS;

develop greater understanding of the relationship between the informal economy and the
feminization of work, and identify and implement strategies to ensure that women have equal
opportunities to enter and enjoy decent work;

assist member States to collect, analyse and disseminate consistent, disaggregated statistics on
the size, composition and contribution of the informal economy that will help enable
identification of specific groups of workers and economic units and their problems in the

GB285-7-2-2002-10-0295-1-EN.Doc 11



GB.285/7/2

informal economy and that will inform the formulation of appropriate policies and
programmes,

(0) expand the knowledge base on governance issues in the informal economy and solutions and
good practices for dealing with these issues;

(p) collect and disseminate information on transitions made to the mainstream economy, how
such transitions were facilitated, and key success factors;

(q) take the lead role in working with other relevant institutions whose expertise could
complement that of the ILO in addressing the issues in the informal economy;

() include work with other international organizations including United Nations and Bretton
Woods ingtitutions, promoting dialogue to avoid duplication, identify and share expertise,
while the ILO itself takes the lead role.
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