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Formal vs informal employment

Because the ILO includes participation in the informal economy as part of employment, a larger portion of Africa’s labour
force is classified as employed than one would expect. In 2024, Africa's unemployment rate was estimated at only 6.7%,
thus just slightly above the global average of 5%. Among young Africans aged 15 to 35, approximately one in 22 (4.5%)
were unemployed, with a forecast indicating an increase to 5.2% by 2030. To observers, Africa often presents the picture
of a dual economy: a relatively small formal sector that includes government, certain services and a limited amount of
industry, alongside a large informal sector where underemployment is prevalent and which is characterised by survival,
poverty and low productivity.

Although many unskilled and undereducated individuals are employed in the informal sector, employment in this context
cannot be classified as ‘decent work’, which the ILO defines as one that is productive and delivers a fair income, security in
the workplace and social protection for all, better prospects for personal development and social integration, freedom for
people to express their concerns, organise and participate in the decisions that affect their lives and equality of
opportunity and treatment for all women and men.

In recognition of these challenges, the ILO recently updated the statistical standards for measuring work and economic
activity in the informal economy. In October 2023, during the 21st International Conference of Labour Statisticians (ICLS),
new standards were adopted to improve the accuracy and consistency of measuring informality. The revised statistical
standards on the informal economy expand the scope of informality statistics by incorporating the concept of informal
productive activities alongside the broader definition of the informal economy. This approach recognises that informality
is not limited to employment but also includes own-use production, unpaid trainee work, volunteer work and other labour
activities. Furthermore, it integrates informality from both the perspective of economic units and individual work,
ensuring the framework applies to both economic and labour statistics.

Economic transformation increases labour earnings and drives employment transformation—a shift in the share of
employment from informal to formal. The majority of the labour force generally prefers formal employment due to lower
income volatility, job security, associated legal and social protection, and the career prospects that come with formal
compared to informal jobs. Formal job opportunities are particularly desirable among African youth upon completing
their education because employment in the informal economy is predominantly associated with low wages and job
insecurity, contributing to the persistently high poverty rates across the region.

The portion of Africa’s labour force employed in the formal economy is forecast to grow from 242 million people,
representing 42% of the total labour force in 2023, to 470 million people (47%) by 2043.

Many formal jobs in Africa, particularly in sectors like agriculture and retail, offer wages that often fall below the poverty
line, limiting economic progress and deepening inequality. As a result, both extreme and moderate poverty are also
widespread in the formal sector.

Underemployment is a key indicator of the poor quality of most jobs in Africa and is characterised by low work hours and
low labour productivity. Inadequate work hours occur when a worker’s hours fall below the standard and are less than
desired, resulting in visible underemployment. Low labour productivity occurs when the work performed does not align
with the worker's qualifications or does not yield the expected income, leading to invisible underemployment. The
different forms of underemployment are not mutually exclusive; a worker may experience underemployment due to work
hours, qualifications and income.

Many people in the informal sector live below or just above rates of extreme and moderate poverty, which explains the
challenges in interpreting ILO employment data. Inevitably, the rate of the working poor in the informal sector is much
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higher than that in the formal sector. In the absence of a social net, employment in the informal sector is, of course,
better than no employment or income. But by its nature, informal work does not offer benefits such as health insurance,
unemployment insurance or paid leave. The majority of informal workers—many of them self-employed—must work daily
to earn a living and cover basic household needs. Their livelihoods are often unstable, leaving them highly vulnerable and
with limited capacity to withstand shocks, such as the lockdowns experienced during the COVID-19 pandemic.

Among Africa’s regions, Southern Africa recorded the highest global unemployment rate at 31.8% in 2024. A key
contributing factor is the region’s relatively smaller informal sector, which provides less of a cushion against
unemployment compared to other parts of the continent. The region's low employment levels are also linked to generally
high levels of inequality. The reason is rooted in historically extractive policies based on cheap labour and minerals in
much of Southern Africa—a region that achieved the transition to majority rule quite recently and with ruling parties
heavily infused with socialist ideological models from several decades ago, most prominently the former Union of Soviet
Socialist Republics. In addition to the skewed economic structures inherited at the time of the transition to majority rule,
all are stuck in a mindset of economic centralism and top-down control that offers little room for self-help. As a result,
economic emancipation has not yet taken place. Governments promise to provide for their citizens, but rarely do.

Nominally, West Africa does much better than other African regions on employment statistics because of the large size of
its informal sector, but the poor quality of work means that working poverty is significantly higher at 23.4% in 2024.
Unemployment in West Africa was 2.9%, whereas Central, East Africa and North Africa experienced rates more than three
times higher.

At the country level, South Africa (33.2%), Djibouti (25.9%) and Botswana (23.1%) had the highest unemployment rates
compared with 4.6% and 4.2% in China and India, respectively. In South Africa, the most recent country in the region to
transition to majority rule, the previous system of mining, education and business was premised on the extraction of
maximum profits and burdened the country with huge inequalities. With poor-quality education and limited
entrepreneurship, employment is particularly low, and inequality is exceptionally high. In fact, on both these counts,
South Africa fares the worst globally.

In our modelling, South Africa is forecast to deviate from the broader trend of declining informality. While other regions
are projected to see a gradual reduction in the informal sector, both as a share of GDP and in terms of labour force
participation, South Africa is likely to experience an increase. This is largely driven by slow economic growth and jobless
growth. Notably, in 2023, the informal labour in South Africa accounted for just 17.5% of the labour force, significantly
lower than the continental average of 58%.

At low levels of development, the informal sector is generally much less productive than the formal sector, but the gap
typically reduces as countries move up the income ladder. At higher levels of development, a large informal sector often
reflects a determined effort to avoid regulation, because informality is often more nefarious at higher levels of income
than at lower levels of development, where it is more survival-oriented. In high-income countries, productivity in the
informal sector can, in some cases, be similar to that in the formal sector, as the primary orientation is often not survival
but regulatory avoidance. Therefore, productivity in the informal sector in countries such as Russia, Italy or Greece, where
the illicit economy is large, is unlikely to differ from that in the formal sector.

Against this background, it is possible to argue that the primary employment challenge in Africa lies in the quality of
available jobs rather than the overall lack of employment. The reality is that employment in Africa is characterised by
multiple dimensions: too few well-paying jobs, low average earnings, irregular and casual work arrangements,
unpredictable daily and monthly working hours and a lack of labour regulations or workplace protections. The net effect
of these challenges faced by African workers in the labour market is low wages.
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Generally, the share of informal employment tends to decline as GDP per capita increases, suggesting that countries with
high GDP per capita tend to have lower informality rates. Between 2004 and 2024, the share of informal employment in
Africa declined by about 2%, while GDP per capita grew by about 16% over the same period. Typically, poor countries have
a larger informal sector compared to rich countries, and many more people are employed in the informal sector in poorer
countries than in wealthier ones.

Whereas the informal sector accounts for only around 2.5% of the GDP of the 38 members of the Organisation of
Economic Co-operation and Development (OECD) and informal labour accounts for a mere 11% of the labour force, the
ratio for Africa’s country income groups is much higher at about 26%. Chart 5 presents the size of the informal economy in
Africa in 2023 and 2043 in the Current Path and Combined scenario.

Chart 5: Informal economy in Current Path and Combined scenario: 2023 vs 2043 ISS|AFI
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Irrespective of the level of development, a large informal sector is costly for society and constrains sustainable
development. Workers active in the informal sector do not contribute to direct taxes (as they are not registered to pay
personal or company tax), but the informal sector still requires infrastructure and services. A large informal sector,
therefore, puts an additional burden on service delivery and congests public infrastructure without contributing
substantially to either, except through indirect taxes such as value-added and service taxes. However, this drag is
balanced by the extent to which it absorbs people who would otherwise not have any employment or opportunity.

The ILO data on unemployment in Africa described above is therefore quite misleading without appropriate context, as
poignantly revealed across 39 countries surveyed during Afrobarometer’'s Round 9 (2022-2021) that identified
unemployment as the leading policy priority for youth aged 18 to 35, significantly more than concerns about economic
management and health.

The share of informal employment in total employment, including both casual informal wage employment and non-wage
household production activities, was estimated at 85.3% for Africa in 2024, compared to the world average of 57.8%
during the same year. Africa's upper-middle-income countries, which are much more developed, have the lowest share of
informal employment than Africa's low-income countries. The share of informal employment in Africa also varies by
region; Central and West Africa have the highest shares, estimated at 92.5% and 91.8% respectively, in 2024. While
females are more likely to work in informal employment in sub-Saharan Africa (91.4%), but less likely to do so in North
Africa (53%), particularly in non-agricultural informal jobs. Overall, Africa’s female informal employment share accounted
for 89.4% compared to 82.2% for males in 2024.
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Employment in Africa also differs by age group. Chart 6 shows the share of youth aged 15-24 not in employment,
education or training (NEET) in Africa from 2005 to 2022. Unemployment among younger adults (below 25) is higher than
among adults (25+ years) and is higher in rural areas than in urban areas, particularly in young women. More than 25% of
Africa’s youth—an estimated 72 million individuals—are not in employment, education or training (NEET), with two-thirds
of them being young women. Africa’s youthful and fast-growing population positions the continent for tremendous
opportunity, though it also brings challenges that must be addressed. With the right investments, this demographic trend
could drive innovation, growth and prosperity.

Chart 6: Share of youth (15-24) not in employment, education or training (NEET): 2005-2024 ISS
AFI
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The labour force participation rate in Africa’s low-income countries (which typically have the largest informal sector) is
typically higher than in lower-middle- and upper-middle-income African countries because workers in low-income
countries tend to take any job to earn a living, regardless of the quality of that employment, and also because low-income
countries generally have younger populations. In 2023, the low-income African countries' average labour participation
rate was 72%, significantly above the average of 61% and 51% for lower-middle- and upper-middle-income African
countries.

Typically, labour participation is higher among men than women, and cultural factors also play a role. Despite accounting
for over 50% of Africa’s population, women'’s labour force participation has remained below 60%, while male participation
has consistently exceeded 70% over the past three decades. The trend is positive; however, female participation is
gradually rising across African countries.

Maximising women'’s contribution to economic growth requires increasing their labour force participation. However,
various factors influence participation rates, such as cultural and religious perceptions of women'’s roles, policy
frameworks and structural challenges, including limited job opportunities and industry-specific constraints that hinder
women's involvement. Also see the separate theme on gender in this regard.

Sub-Saharan Africa has witnessed notable growth in female labour force participation, from around 40% in the 1980s to
about 60% in the 2000s, spurred by declining fertility rates and a reduction in gender disparities in education. Sub-
Saharan Africa has also experienced significant growth in the services sector, which accounts for a large share of female
employment. In 2023, the sub-Saharan Africa female labour participation rate was estimated at 62.7% compared to 22.5%
in North Africa. While agriculture and extractive industries (like oil and mining) historically dominated the productive
portions of many sub-Saharan African economies, services have increasingly become a major driver of growth.
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In 2023, North Africa showed a significant gender gap in labour force participation, with a difference of approximately 47
percentage points between men and women, far greater than the 10 percentage point gap observed in sub-Saharan
Africa. Since the 2000s, female labour force participation in North Africa has remained stagnant at around 20%. Women in
the region face considerable challenges in accessing employment, largely due to societal norms and structural barriers
prevalent in many Muslim-majority countries, where traditional roles often cast women as primary caregivers and men as
breadwinners. As a result, female labour underutilisation is especially pronounced in North Africa and the Arab States
more broadly.

To better understand Africa’s labour force challenges, it is useful to compare its size and quality with those of India and
China.
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* All visualizations, data, and text produced by African Futures are completely open access under the Creative Commons BY license. You have the
permission to use, distribute, and reproduce these in any medium, provided the source and authors are credited.

The data produced by third parties and made available by African Futures is subject to the license terms from the original third-party authors.
We will always indicate the original source of the data in our documentation, so you should always check the license of any such third-party data
before use and redistribution.
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