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The Informal Sector 

8.1  Concepts and Definition of the Informal 

Sector  

In many developing countries like Zambia, people rely 
on the informal sector for a livelihood when 
opportunities for formal sector employment are 
scarce. It is often stated that informal sector activities 
account for a significant proportion of total 
employment and income generation. But despite its 
importance to both employment and output, definition 
and measurement of the sector are fraught with 
difficulty.  
The informal sector is part of a bigger entity called the 
Non-Observed Economy (NOE). The NOE corresponds 
to the whole set of activities that are not usually 
measured by traditional means (administrative 
registers, enterprise surveys, and/or household 
surveys). They are not measured by the means of 
these systems because of economical or administrative 
reasons.  

The NOE contains three components: illegal 
activities, underground activities and the informal 
sector.  
By definition, underground activities are undeclared 
or under-declared transactions, carried out by 
registered economic units. In contrast, illegal 
activities are not registered. These are, after all, 
activities that are forbidden by law: drugs, smuggling, 
prostitution, etc.  
The informal sector may be characterised as 
consisting of units engaged in the production of 
goods and services with the primary objective of 
providing employment and incomes to the persons 
concerned. These units typically operate at a low 
level of organisation with little or no division between 
labour and capital as factors of production and on a 
small scale. Labour relations, where they exist, are 
based mostly on casual employment, kinship or 
personal and social relations rather than contractual 
arrangements with formal guarantees.  

With the growth of the informal sector in Zambia, a 
rise in various forms of non-standard, irregular, etc., 
forms of employment can be observed. From the 
beginning, it had been clear that an enterprise-based 
definition of the informal sector would not be able to 
capture all aspects of such a trend towards an 
increasing ‘informalisation’ of employment.  

Informal employment is defined as the total number of 

informal jobs, whether carried out in formal 

enterprises, informal enterprises, or households, or 

the total number of persons engaged in informal jobs 

during a given reference period.  

Accordingly, informal employment comprises:  

• Own-account workers and employers who 
have their own informal sector enterprises.  
• Contributing family workers, irrespective of 
whether they work in formal or informal sector 
enterprises.  
• Employees who have informal jobs, 
whether employed by formal sector enterprises, 
informal enterprises, or as paid domestic workers 
by households. Employees are considered to have 
informal jobs if their employment relationship is not 
subject to standard labour legislation, taxation, 
social security or entitlement to certain 
employment benefits (advance notice dismissal, 
severance pay, paid annual leave, etc.) for 
reasons such as: non-declaration of the jobs or 
employees; casual jobs; employment by 
unregistered enterprises or by persons in 
households.  
• Members of informal producers’ 
cooperatives; and  
• Persons engaged in the own-account 
production of goods exclusively for own final use 
by their household, such as subsistence farming.  

Operational Definition of Informal Sector 

Employment   

The definition of the informal sector in this report 

combines the concepts of informal production units and 

informal employment. Informal sector employment was 

defined as employment where the employed persons 

were not entitled to paid leave, pension, gratuity and 

social security and worked in an establishment 

employing less than 5 persons. All the three 

requirements had to be fulfilled in order to classify a 

person as working in the informal sector. Informal 

agriculture was also included.  

 



 

8.2 Employment in the Informal Sector  

Of the 4,131,531 persons reported to be employed, a 

total of 3,184,271 persons, or 88 percent, were in 

informal sector employment, compared to 416, 324 

persons or 12 percent in formal sector employment. 

This accounts for … percent of the total labour force, 

which stands at …  

concentrated in the rural areas; 98 percent of those employed in 

the rural areas were in the informal sector compared to 65 

percent in the urban areas.  

All the predominantly rural provinces reported proportions of 

informal sector employees above 92 percent, while the 

predominantly urban provinces (Lusaka and the Copperbelt) had 

informal sector employment rates of about 65 percent each.  

The highest proportions of informal sector employment were 

reported in Western, Eastern and Luapula provinces, with 99 

percent, 98 percent and 97 percent of the employed persons, 

respectively. Central, Northern, North-Western and Southern 

provinces reported informal sector employment rates ranging 

between 92 percent and 95 percent.   

This is presented in Table 8.1.  

 

Analysis by sex shows that there were slightly more females in 

the informal sector than there were males. Females accounted 

for 53 percent of the total informal sector employment.  

The females were much more dominant in the rural areas than in 
the urban areas, accounting for 54  

percent in the rural areas and 49 percent in the urban areas. 
Informal sector employment in the urban areas was more or less 
equally distributed between males and females.  
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Lusaka province had the highest proportion of males in informal 

sector employment at 54 percent. This was followed by Central 

and Copperbelt provinces, each at 48 percent. Northwestern 

and Western provinces had the highest proportions of females in 

informal sector employment.  

Agriculture is often excluded from the informal sector statistics 

since informal activities in agriculture tend to be of different 

nature and surveys often exclude them.  

However, in this report, agriculture is included but is identified as 

a separate group.  

The agricultural informal sector is very large in Zambia, 

accounting for 80 percent of the total employment in the informal 

sector.  

Distribution by residence shows that most of the agriculture 

informal sector employment was concentrated in the rural areas 

(94 percent) while the non-agriculture informal sector was 

concentrated in the urban areas (73 percent).  

2005  

 

Eastern and Northwestern provinces had the highest 

proportions of agriculture informal sector, each at 93 

percent. Lusaka and the Copperbelt, on the other 

hand, accounted for the highest proportions of 

non-agriculture informal sector employment, at 69 

percent and 46 percent, respectively. Total persons 15 yrs 

and above employed in the informal sector  

8.2.2   Employment in the Informal Sector by

Demographic Characteristics  

Distribution by sex shows that the proportion of 

informal sector employees was higher among 

females than males. Ninety four percent of the 

females were in informal employment compared to 

83 percent of the males. In comparison, formal sector 

employment was dominated by males who accounted 

for 17 percent of the total employment compared to 6 

percent of the females.  

Total persons 15 yrs 

and above 

employed  

 

There were higher proportions of females in the males in the non-agricultural informal sector (23 agriculture informal sector (83 percent) than males (77 percent) 
than there were females (17 percent). percent). There were relatively higher proportions of  



The survey results in Table 8.5 show that unlike the concentrated between the ages of 20 and 59, informal formal sector where employment was mostly sector 
activity was prevalent in all the age groups.   



 



 

 

The most dominant age group among male informal informal employment was dominated by those aged workers 

were those in their thirties, while female 20-24 years and 55-59 years.  

 

The older people (those aged above 60 years) were proportions of persons employed in the non-more likely to be in agriculture informal 

sector than in agriculture informal sector were in the 25-39 years age the non-agriculture informal sector. The highest groups  
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8.3  Informal Sector Employment by Highest percent of the total informal sector employment. This Level 

of Education was followed by those with educational attainment of  

up to Grade 9 and those who attained up to senior The informal 

sector employment was dominated by secondary school education. those who had attained primary school 

education as their highest level of education. They accounted for 54  

 

There were higher proportions of females among those education than males. The other higher educational with no formal education and 

primary school attainment levels were dominated by males.  
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Figure 8.1: Informal Sector Employment by Highest Educational Attainment, 2005  
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8.4 Informal Sector Employment Distribution by Major Occupation Groups  

The major occupational groups of employed people in 4. Sales the informal sector are grouped 

into seven broad 5. Production and related workers categories. 6. Agricultural  

7. Services  
 1. Administrative and managerial 
 2. Professional, technical and related 
 3. Clerical and related workers 

 

The majority of the workers were in the agriculture managerial and administrative positions and and allied 
industries. This was followed by workers professionals accounted for the least proportions in the doing clerical and 
related jobs and workers in the sales informal sector. and production and related sectors. Those in  



Table 8.9 shows some differences in the distribution of occupations, and production and related occupations 
occupations among males and females. The and the services occupation were also dominated by administrative 
and managerial positions were males. However, clerical work was relatively more occupied more by males than 
females; there were important for females than for males. Equally almost four times more males in these positions 
than dominated by females were the sales and agricultural there were females. Professional, technical and related 
occupations.  



 

 



 

8.5 Distribution of Informal Sector Employees by Employment Status  

The employment status structure of the informal sector workers (40.7 percent) and paid employees accounted 

workers shows that the majority (53.5 percent) were for 4.7 percent.  self employed. This was followed by 

unpaid family  

Figure 8.3: Informal Sector Employment by Employment Status  

Other status  Not stated  

 

Analysis by sex shows that there were higher employees were mostly male, while the unpaid family proportions 

of males who were self-employed than workers were mostly female. females; employers were dominated by 

females; paid  

 



 

8.6  Employment in the Informal Sector by 
Major Industry Division  

The table shows that agriculture, trade, manufacturing 
and construction are dominated by the informal sector. 
Ninety nine percent of agriculture employment is in the 
informal sector; 89 percent of trade employment, 66 
percent of Manufacturing  

employment and 62 percent of Construction 
employment is in the informal sector.  

On the other hand, mining, electricity and other 
utilities, finance and business services and the 
community and social services are formal 
sector-driven.  

 

Most of the informal sector employment was in the manufacturing, each accounting for 3 percent. The agriculture, forestry and fisheries 

sector, accounting for least proportions of informal sector employees were in 81 percent of total informal employment. The non-the 

Financial intermediation, insurance, real estate and agricultural informal sector was dominated by the business services; Hotels and 

restaurants and the Trade sector accounting for 11 percent of the total utilities (electricity, gas and water) sectors. These three informal 

employment. This was followed by the industry divisions collectively accounted for 1 percent community, social and personal services and 

of the total informal sector employment.  

 

 



Significant sex differentials were noted in the industrial pattern of 

informal sector employees. Distribution by sex shows that all 

industries, except for Agriculture, Forestry and Fisheries and the 

Community, social and personal services, were dominated by 

males. Industries such as Construction and Transport were largely 

male domains.  

8.7  Hours Worked in The Informal Sector  
8.7.1  Hours Worked by Employment Status  

The daily average number of hours worked in the 

informal sector was 6 hours. Paid employees worked 

the most hours, averaging 9 hours; employers 

worked an average of 6 hours, while the 

self-employed also worked an average of 6 hours. 

The group that put in the least number of hours are 

the unpaid family workers who averaged 5 hours per 

day. The number of working hours was more or less 

evenly distributed between the males and females.  

 

The average number of working hours per week was 

estimated at 35 hours. Paid employees worked the 

most hours per week, averaging 52 hours. This was 

followed by employers who put in 39 hours per week, 

and the self employed who worked an average of 34 

hours per week.  

The 
results also show that the people in the urban areas worked longer hours than their rural counterparts. Urban folk in the 
informal sector put in 16 more hours per week than those in rural areas. 8.7.2  Average Number of Hours Worked By 
Industry  

The industry with the highest number of working 
hours were the hotels, bars and restaurants and the  

Males worked 5 hours more than females during the 
last one week prior to the survey. Males worked an 
average of 38 hours compared to 33 hours for 
females. However, female employers worked nearly 
3 more hours than their male counterparts.  

 



 

Both males and females worked more or less the same 8.8 Average Monthly Earnings number of hours in all 

the industry groupings. 8.8.1 Average Monthly Earnings by Employment Status  

Workers in the Hotels, bars and restaurants worked more hours per week than in any other industry, An informal sector 

worker earned a monthly average averaging 59.1 hours. This was closely followed by of K107, 524. The highest 

average monthly earnings employees in the Transport and Communications were reported among paid employees who 

earned an industry who averaged 58.7 hours per week. Workers average of K195, 710 per month. The self employed in 

the mining industry put in the least number of hours were the second highest earners followed by the worked (22.1 

hours).  employers, while the unpaid family workers reported  

the least earnings (K13, 832).  

 

There were significant income disparities between 

males and females. Males earned almost 2 and a half 

times as much as their female counterparts. A male 

informal sector employee earned K153, 937 compared 

to K62, 048 for a female employee.   

8.8.2 Average Monthly earnings by industry  

The highest average monthly earnings were reported 
among the workers in the finance, insurance, real  

estate and business services, who averaged K 
815,084 per month. This was followed by those in the 
community, social and personal services (K404, 542) 
and Construction (K348, 604). The least earners were 
in the agriculture sector; they earned an average of 
K56, 473, which was way less than a tenth of those in 
the finance, insurance, real estate and business 
services.  

 



 

 

The average monthly earnings were unevenly personal services where males earned five times as distributed 

particularly in the Community, social and much as females.  

Figure. 8.4 Average Monthly Income by Sex, 2005  
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