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Summit Objectives 
 
The key objective of the summit was to offer participants the opportunity to learn first-hand about 
experiences from Sub-Saharan Africa and Latin America in terms of policies around informality and 
the impact of informality on inclusive growth. By discussing results of the ELLA research on South 
Africa and Colombia and their respective regions ŀƴŘ ōȅ ǎƘŀǊƛƴƎ ǇŀǊǘƛŎƛǇŀƴǘǎΩ ǾƛŜǿǎ ŀƴŘ ŜȄǇŜǊƛŜƴŎŜǎ 
from their work in this area, the expectation was that participants would be able to take back useful 
lessons that could be translated into action in their own contexts.  
 
Participants heard from a number of South African and Colombian researchers and experts. The 
Colombian and Latin American experience and insights were presented by Leonardo Villar, Cristina 
Fernandez, Guillermo Perry and Angel Melguizo. South African presenters included Haroon Bhorat, 
Morné Oosthuizen and Kezia Lilenstein. 

 
 

Overview of Sessions 
 

Day One: 
 

 
 
Welcome and Introductions 
Speaker: Haroon Bhorat (Professor of Economics, and Director of the Development Policy Research Unit 
at the University of Cape Town).  
 
Haroon Bhorat welcomed all the attendees to the event, including 
Professor Guillermo Perry as an honoured guest at the Summit.  
Professor Perry is a former Minister of Finance for Colombia, and 
Chief Economist for the World Bank. 
 
Bhorat explained that the ELLA project partly focuses on South Africa 
within the context of informality and its links to inclusive growth.  He 
further explained that during the last 18 months, a team from the 
Development Policy Research Unit has engaged with a team from Fedesarrollo (the Colombian research 
institute and policy think-tank based in Bogotá).   
 
The project coalesced around the following three activities: 

1. Research done on the individual countries and their regions around informality and inclusive 
growth. 

2. Comparative research that builds a typology of informality in terms of its links to inclusive 
growth, based on the country and regional research. 

3. Dissemination by means of webinars, policy discussions, and learning materials through online 
portals. 
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Haroon touched on the idea that there are three issues that should be considered, when researching and 
discussing informality: 

1. Definitions and conceptualising the informal sector. 
2. The size and the shape of the informal economy or sector. 
3. A broader view of growing or developing the informal sector. 

 
 
Informality and Inclusive Growth  
Speaker: Morné Oosthuizen (Deputy Director of the Development Policy Research Unit at the University 
of Cape Town). 
 
Morné Oosthuizen shared his hopeful expectation that through the 
summit, the attendees will have the opportunity to share some of 
their own research and experiences from working in this area, 
enabling all participants to learn from each other in a more 
meaningful wayΦ CǊƻƳ 9[[!Ωǎ ǇŜǊǎǇŜŎǘƛǾŜ, a big emphasises is on 
policy lessons and policy learning, and that is one of key things that 
had been expected to come out of the summit.   
 
Oosthuizen shared the names of team members who have contributed to the research: 
 
DPRU Team: 
 
Á Morné Oosthuizen 
Á Aalia Cassim 
Á Kezia Lilenstein 
Á Francois Steenkamp 
 

Fedesarrollo Team: 
 
Á Cristina Fernandez 
Á Leonardo Villar 
Á Juan Camilo Medellin 
Á Francisco Fernandez 

PAC, IDS Advisors: 
 
Á Mark Lewis 
Á Don Leonard 
Á Shandana Mohmand 
Á Egidio Farina 
Á Ani Silwal 
 

Oosthuizen gave an overview of the ELLA programme and its focus on South-South learning. He went on 
to describe the global pressure on governments to engender an inclusive pattern of economic growth, 
motivating the theme of this summit. Oosthuizen provided an overview of various demographic, 
economic and geographic indicators for Colombia and South Africa and explained why they are good 
countries for a comparison of this nature: they are very similar in many aspects, except in terms of labour 
market outcomes. Specifically, Colombia is characterised by a high degree of informality, while South 
Africa suffers from extremely high unemployment.  
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Finally, he took the attendees through the various challenges in defining both inclusive growth and 
informality. While there is no consensus on a formal definition of inclusive growth, the challenge around 
ƛƴŦƻǊƳŀƭƛǘȅ ƛǎ ǘƘŀǘ ŀ ŎƻƳƳƻƴ ŘŜŦƛƴƛǘƛƻƴ ƛǎ ƻŦǘŜƴ ŀǎǎǳƳŜŘ ŜǾŜƴ ǘƘƻǳƎƘ ŎƻǳƴǘǊȅΩǎ ǘȅǇƛŎŀƭƭȅ ŘŜǾƛŀǘŜΣ 
sometimes quite significantly, from this definition. At the same time, terms such as informal employment, 
informal sector and informality are often used interchangeably, even though they have different technical 
definitions. Therefore, a discussion of the definitions generally and of the specific definitions settled on 
by the research team was important to ensure that participants have the same definitions in mind when 
contributing.  
 
For more information, see: Informality and Inclusive Growth. 
 
 
Taxonomy of Informality in Colombia and South Africa 
Speaker: Leonardo Villar Gomez (Executive Director of Fedesarrollo).  
 
Leonardo Villar gave an overview of the main argument set forth in 
the Comparative Evidence paper produced by DPRU and Fedesarrollo. 
He detailed a taxonomy of informality in Colombia and South Africa, 
developed as part of the ELLA research, with informality divided into 
voluntary, induced and subsistence informality: 
 

1. Voluntary informality typifies workers who decide to be informal, given that the benefits of 
being informal are greater than those of being formally employed. This cost benefit analysis 
ƛƴŎƭǳŘŜǎ ƳƻƴŜǘŀǊȅ ǾŀǊƛŀōƭŜǎ ǎǳŎƘ ŀǎ ƛƴŎƻƳŜ ŀƴŘ ǘŀȄŜǎ ōǳǘ ƛǘ Ŏŀƴ ŀƭǎƻ ƛƴŎƭǳŘŜ ƻǘƘŜǊ ΨŀƳŜƴƛǘƛŜǎΩ ƻŦ 
ōŜƛƴƎ ƛƴŦƻǊƳŀƭ ǎǳŎƘ ŀǎ ƭŀōƻǳǊ ŦƭŜȄƛōƛƭƛǘȅΣ ōŜƛƴƎ ƻƴŜΩǎ ƻǿƴ ōƻǎǎ ŀƴŘ ƛƴŘŜǇŜƴŘŜƴŎŜΦ, by explaining 
what the three types of informality are, and what the relevant productivity indicators of all the 
types of informalities are. 
 

2. Induced informality describes those informal workers who are willing to work formally and 
possess the necessary level of productivity to be employed freely in this market, but are 
relegated to informal jobs because of excessive labour protection or implicit rules of the society, 
such as labour discrimination. 
 

3. Subsistence informality is typified by those workers who are willing to work in the formal sector 
(or do not have particular preferences for informality) but do not possess the necessary skills in 
order to produce at the level required by the formal labour market. While these individuals may 
suffer from entry barriers to the formal labour market, a significant reduction in these barriers is 
not likely to generate an increase in their formal employment rates since the main driver of this 
kind of informality is their low productivity, coupled with a lack of demand for low productivity 
jobs in the labour market.   

http://www.dpru.uct.ac.za/sites/default/files/image_tool/images/36/Informality%20and%20Inclusive%20Growth_Introduction.pdf
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In his presentation, Villar also detailed ways in which these types of informality may be identified in 
Colombia and South Africa. The main conclusion is that informal workers cannot be treated as a single, 
homogeneous group. Further, even in instances where informality may promote inclusive growth for 
vulnerable groups, the cost of informality at a societal level should not be ignored. Finally, where South 
Africa can learn about the potential costs of high levels of informality from Colombia, Colombia may be 
able to learn from the more flexible arrangement of setting wage minima in South Africa. 
 
Comments on this paper were made by Guillermo Perry, Non-Resident Fellow at the Center for Global 
Development and former Chief Economist of the Latin America and Caribbean region of the World Bank 
(1996-2007). Perry provided comments to the paper presented by Villar. He described the paper as 
άŜȄŎŜƭƭŜƴǘέΣ ǎŀȅƛƴƎ ǘƘŀǘ ƛǘ ǇǊƻǾƛŘŜǎ ŀ ǳǎŜŦǳƭ ŎƻƳǇŀǊƛǎƻƴ ƻŦ ƛƴŦƻǊƳŀƭƛǘȅ ŀƴŘ ƛƴŎƭǳǎƛǾŜ ƎǊƻǿǘƘ ƛƴ /ƻƭƻƳōƛŀ 
and South Africa, and more generally in Latin America and Africa. He mentioned the need to complement 
the paper with an analysis of motivations and policy implications of informal firms, noting that often it is 
the firm that opts to be informal, rather than the worker necessarily.  
 
For more information, see: Identifying the Types of Informality in Colombia and South Africa. 
 

 

Informality in Africa and Latin America 

Speaker: Kezia Lilenstein (Researcher at The Development Policy 
Research Unit at the University of Cape Town).  
 
Kezia Lilenstein shared some very insightful background information 
and discussed the tools required to assist individuals with identifying 
the effect of informality on inclusive growth in their own countries.  
 
 
 
 
 
 

http://www.dpru.uct.ac.za/sites/default/files/image_tool/images/36/Identifying%20the%20Types%20of%20Informality%20in%20Colombia%20and%20South%20Africa.pdf
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She first gave an overview of informality and inclusive 
growth in the Sub-Saharan Africa and Latin American 
regions, noting that in many instances informality is 
important for absorbing people into the labour market 
in many countries in these regions. There is also a large 
degree of heterogeneity in terms of the structure of 
informality between countries in both regions. For 
example, Mexico shows a high degree of voluntary 
informality; Argentina, Senegal, Paraguay, the Republic 
of the Congo, Bolivia, Zimbabwe, Cote d'Ivoire and 
Brazil show evidence of induced informality, and 
Burundi, Namibia and South Africa show evidence of a 
high degree of subsistence informality. Generally, there 
is limited data and literature on informality in African 
countries, something which is important to address 
going forward. 
 
For more information, see Rethinking the Effect of 
Informality on Inclusive Growth: Latin America and Sub-
Saharan Africa. 
 
 
 
 
Informality in Latin America 
Speaker: Guillermo Perry (Non-Resident Fellow at the Center for Global Development, former Chief 
Economist of the Latin America and Caribbean region of the World Bank, 1996-2007).  
 
Guillermo Perry provided a very detailed picture of informality in Latin 
America, noting that the focus should not only be on the exclusion of 
workers and firms from the formal sector, but also on exit from the 
formal sector as a motivation for informality. Perry noted that, while 
some firms opt for informality due to the low net benefits of formality, 
in other instances workers collude with firms in not paying social 
security contributions in exchange for higher salaries. He also discussed 
the differences in informality by sector: in tradeable sectors informality 

is typically lower, but is often high in the non-tradeable sectors where economies of scare are of lesser 

http://www.dpru.uct.ac.za/sites/default/files/image_tool/images/36/Rethinking%20the%20Effect%20of%20Informality%20on%20Inclusive%20Growth.pdf
http://www.dpru.uct.ac.za/sites/default/files/image_tool/images/36/Rethinking%20the%20Effect%20of%20Informality%20on%20Inclusive%20Growth.pdf
http://www.dpru.uct.ac.za/sites/default/files/image_tool/images/36/Rethinking%20the%20Effect%20of%20Informality%20on%20Inclusive%20Growth.pdf
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importance. Reference was also made to the comparative advantages of and constraints facing workers, 
as well as the challenges around ensuring effective and sustainable social protection.   
Perry further noted the relationship between the strength of enforcement and the ratio between 
informality and unemployment: where enforcement is stronger and regulations therefore more binding, 
informality tends to be lower and unemployment higher. 
 
For more information, see Informality: Exit and Exclusion. 
 
 
Informality in Sub-Saharan Africa 
Speaker: Imraan Valodia (Professor of Development Economics, University of Witwatersrand) ς via skype. 
 
Imraan Valodia focussed his presentation on informality in Sub-Saharan Africa by discussing the variance 
ōŜǘǿŜŜƴ ŀŎŎŜǇǘŜŘ ΨŦŀŎǘǎΩ ŀōƻǳǘ ƛƴŦƻǊƳŀƭƛǘȅ ŀƴŘ ǿƘŀǘ ǿŜ ǎŜŜ ǘƻŘŀȅΦ ¢ƘŜ difference between historical 
and emerging conceptualisations of the informal economy have important implications for policy, with 
Valodia outlining the differing policy responses.   
 
Valodia ǇǊƻǾƛŘŜŘ ŀƴ ƻǾŜǊǾƛŜǿ ƻŦ ƛƴŦƻǊƳŀƭƛǘȅ ŦǊƻƳ ǘƘŜ ǇŜǊǎǇŜŎǘƛǾŜ ƻŦ ά²Ƙŀǘ ǿŜ ¢ƘƻǳƎƘǘέ ŀƴŘ ά²Ƙŀǘ ǿŜ 
{ŜŜέΦ 

¶ First, the idea that the informal economy was a temporary phenomenon and that it would cease 
to exist as the economy develops is contradicted by the fact that the informal economy is today 
disproportionately the site of employment creation in the developing world. 

¶ Second, the view that the informal economy existed because small enterprises were evading 
regulations is countered by the fact that workers in the informal economy generally operate in 
clear sight and are in fact disadvantaged by being outside of regulation.  

¶ Third, while the prevailing view is that the informal economy is characterised by levels of 
productivity that are uniformly lower than those observed in the formal economy, current 
evidence suggests that the informal economy is very diverse in terms of levels of productivity.  

¶ Finally, instead of cushioning the economy during economic downturns as originally thought, the 
informal economy may bear the brunt of economic recessions.  

For more information, see Conceptualizing the Informal Economy: Evolution, Myths and Realities. 

  

http://www.dpru.uct.ac.za/sites/default/files/image_tool/images/36/Informality_Exit%20and%20Exclusion.pdf
https://scholar.google.co.za/citations?view_op=view_org&hl=en&org=1046843470057769073
http://www.dpru.uct.ac.za/sites/default/files/image_tool/images/36/Conceptualizing%20the%20Informal%20Economy.pdf
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Day Two: 
 

 
 
 
The Impact on Informality of Reducing Labour Taxes in Colombia 
Speaker: Cristina Fernández (Fedesarrollo). 
 
Cristina Fernández presented the results of research on the impact of 
payroll taxes on informality with reference to the case of the 2012 
Colombian tax reform. She shared a brief background of how the 2012 
Colombian tax reform was implemented, and an overview of their 
methodology. The conclusion of the research was that the significant 
decline of 13.5 percentage points in payroll taxes was associated with 
a decline in the informality rate in Colombia of between 4.3 and 6.8 
percentage points for affected workers. Overall, this resulted in a 
decline in the economy-wide informality rate of between 1.6 and 2.6 percentage points. Men in their 
productive years with low levels of education were most favoured by the reform. 

 
The research therefore suggests that at least part of the reason for high levels of informality in Colombia 
is the high payroll taxes that have been implemented over time. Thus, the reduction of these payroll 
taxes implied a reduction in the costs associated with formality and a subsequent decline in the rate of 
informality, with the effect being particularly strong for relatively low productivity workers (i.e. those 
with low levels of education). 
 
For more information, see Payroll Taxes and their Impact on Informality. 

http://www.dpru.uct.ac.za/sites/default/files/image_tool/images/36/Payroll%20Taxes%20and%20their%20Impact%20on%20Informality.pdf

