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South Africa’s Informal Economy

andCOVID-19
Differentiated Impacts and an Uneven Recovery

Michael Rogan and Caroline Skinner

1. Introduction

Since the onset of the COVID-19 pandemic, it has been recognized that infor-
mal workers would be among the most severely affected (ILO 2020). This is a
departure from the past, where it has often been assumed that the informal sector
absorbs jobs which have been lost in the formal sector due to greater flexibility
in the ability to respond to downturns and to make adjustments at the intensive
margins (Ohnsorge and Yu 2021; Verick 2010). However, not only is the current
crisis fairly unique in the way it has impacted on labour markets in particular and
economies in general, but also the effects of the crisis have been experienced most
acutely in the sectors of the labour market in which women, young people, and
informalworkers aremost heavily concentrated. Togetherwith awell-documented
gendered component to the crisis (Alon et al. 2020), this has meant that infor-
mal economies in middle- and low-income countries have been left exposed and
with few resources to recover. The fact that the majority of employment in these
economies is informal (ILO 2018; Ohnsorge and Yu 2021) then translates into a
vicious cycle of reduced demand and limited fiscal space to stimulate the economy
(Mhlana et al. 2023).

However, despite these widespread a priori expectations of a crisis in informal
employment, there is not necessarily a consensus on this outcome. For example,
a recent World Bank publication on informal employment argued that ‘the [pan-
demic may have induced an increase in informal employment] . . . that may not
be unwound in the recovery’ (Ohnsorge and Yu 2021: xviii, emphasis added).
While the precise impact of the pandemic on labour markets is an open empir-
ical question, it is clear that there are some expectations that the disruptions to
the global economy during 2020 and 2021 will lead to a longer-term increase in
informal employment in some contexts. At the time of writing, three years after
the outbreak of the pandemic, data are only now becoming available to provide
evidence on the impact on employment, in general Khamis et al. 2021; Lee et al.
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2020; (OECD 2021), and informal employment, in particular (Balde et al. 2020;
Cueva et al. 2021; Köhler et al. 2021; Lakshmi Ratan et al. 2021).

South Africa is one context where data have allowed themonitoring of the nega-
tive and disproportionate impact of the pandemic on the informal economy from
the beginning of the crisis (Rogan and Skinner 2020). This chapter now exam-
ines three years of labour force data in order to identify the differentiated impacts
of the crisis on specific groups of informal workers. It draws on official nation-
ally representative labour force surveys which are collected quarterly by South
Africa’s national statistical agency (Statistics South Africa). Based on an analysis
of 12 quarters of labour market data (with the first quarter of 2020 as the ‘pre-
COVID’ baseline), the chapter aims to identify the impacts of the first three waves
of the pandemic and of one of the world’s strictest ‘lockdowns’ (as it was described
at the time—in April 2020). In investigating the contours of the pandemic’s impact
on the South African informal economy, the chapter focuses, in particular, on the
different impacts by gender, sector, and status in employment.

The remainder of the chapter is structured as follows. Section 2 begins with
a brief overview of South Africa’s Quarterly Labour Force Surveys (QLFSs).
Section 3 then provides a description of the South African informal economy
and offers some context on the timelines of the pandemic and associated gov-
ernment restrictions and responses throughout 2020 and 2021. The definition of
informal employment used throughout this chapter is based on the International
Conference of Labour Statisticians (ICLS) recommendations, where informal
employment includes all types of employment, both inside and outside of the
informal sector, without adequate legal and social protection¹ (Hussmanns 2004;
ILO 2013). Section 4 begins the empirical section of the chapter by identifying
the employment impacts of the pandemic and government restrictions in 2020.
Section 5 then narrows the focuses to the gender-differentiated impacts of the pan-
demic on employment within the informal economy. In section 6, employment
changes by industry sector and status in employment are investigated. Finally,
section 7 concludes with some reflections on how policy responses can mitigate
the impact of the crisis on informal workers by understanding the differentiated
nature of employment changes within the informal economy.

¹ Following the statistical guidelines set out by the 15th and 17th International Conferences of
Labour Statisticians (ICLS), the ‘informal sector’ is defined in terms of productive activities in (typ-
ically) small unincorporated or unregistered production units. ‘Informal employment’ is a separate
concept related to employment (both inside and outside the informal sector) which is not sufficiently
covered by formal arrangements such as legal and social protection. In operationalizing these defini-
tions, the chapter follows Statistics South Africa’s measurement approach in which employment in the
informal sector consists of both employees and the self-employed. Employees are identified as work-
ing in the informal sector if they work in establishments that employ less than five people and do
not report income tax being deducted from their salaries. The self-employed in the informal sector
includes employers, own-account workers, and persons helping unpaid in their household business
who are not registered for either income tax or value-added tax. Informal employment is then identi-
fied as a broader category, which includes all persons in the informal sector (as above) and employees
in the formal sector and persons employed in private households who are not entitled to a pension or
medical aid and who do not have a written contract of employment (Rogan and Skinner 2021: 758).
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2. Data

The data analysed in this chapter is from the national QLFSs. The QLFS is con-
ducted by Statistics South Africa and is a nationally representative household
survey which is the official source of labour market statistics in the country.
Internationally, the QLFS enjoys a reputation as a high-quality labour force sur-
vey which compares favourably with household surveys from more developed
countries (Bhorat et al. 2022). Prior to the pandemic, the survey was conducted
face-to-face for a sample of roughly 60,000–70,000 individuals from about 30,000
households/dwelling units.

As in other contexts, the circumstances surrounding the pandemic required a
drastic change in the approach to data collection. For seven consecutive quarters
(from Q2 of 2020 to Q4 of 2021), the QLFS was conducted telephonically on a
subsample of the QLFS for which Statistics South Africa had telephone numbers.
This resulted in a substantial decrease in the QLFS sample size, which, by the
end of 2021, had decreased by 41 per cent (Bhorat et al. 2022). One important
consequence of this decrease in the sample size is that the precision of statistical
estimates worsened substantially over the period. Bhorat et al. (2022) show how
the confidence intervals for estimates of the unemployment ratewidenedwith each
consecutive quarter (as attrition rates increased) and warn that analysing subsam-
ples is likely to result in particularly low levels of precision. A related concern is
that the same sample was interviewed for all seven quarters of the period, which
resulted in survey fatigue, attrition, and selection bias.

While Statistics South Africa has attempted to correct for selection bias through
survey weights, the problem should not simply be ignored. This means that cau-
tion should be exercised in interpreting the results in this chapter. Nonetheless,
we have taken several further measures to account for the fairly drastic change
in data collection and sampling during the pandemic. First, we present standard
errors in the two tables with our main results. To the extent that there has been
a loss of precision during the pandemic period, we allow readers to evaluate the
results alongside estimates of the survey margins of error. Second, in the graphs
where we analyse trends for subgroups, we make no claims of statistically signifi-
cant changes. While we are encouraged that there do not appear to be structural
breaks in the longer-term trends which span the telephonic and (return to) face-
to-face interviews, we urge caution in interpreting these results. In other words,
we see these quarterly trends as broad indications of the direction of changes in
employment rather than evidence of statistically significant shifts in employment
levels. Put differently, all changes in employment estimates between 2021 and 2022
should be interpreted cautiously.

It is also possible that there could be compositional effects behind some of
the trends depicted in this chapter. Typically, the QLFS samples a rotating panel,
where 25 per cent of the sample is ‘refreshed’ each quarter (Bhorat et al. 2022). This
was not possible during the pandemic and, as a result, the same households were

D
ow

nloaded from
 https://academ

ic.oup.com
/book/56353/chapter/445892169 by guest on 18 April 2025



100 SOUTH AFRICA’S INFORMAL ECONOMY AND COVID-19

sampled for seven consecutive quarters. Once face-to-face interviews resumed in
the first quarter of 2022, newhouseholdswere introduced into the sample again. As
such, there is a break in the sampling approach across the period in which we anal-
yse changes in informal employment. For the COVID-19 period, the sample was
fixed such that the same households were interviewed each quarter. Thereafter,
the QLFS reverted to a rotating sample which could be most easily described as
a series of repeated cross-sections. We therefore present both relative and abso-
lute changes in informal (and formal) employment in order to give a broader
sense of the key changes in employment during the pandemic. We also present the
results of amultinomial logitmodel which estimates the probabilities of transitions
into the full range of employment categories (including unemployment and eco-
nomic inactivity). Nonetheless, we again urge caution in interpreting the results in
this chapter due to the substantial changes in both sampling and data collection
between the second quarter of 2020 and the final quarter of 2021.

3. Background, progression of the pandemic, and the South
African policy environment

South Africa’s informal economy is smaller than its developing country counter-
parts, averaging around one-third of total employment over the post-apartheid
period (ILO 2018; Rogan and Skinner 2021). The relatively small size of the infor-
mal economy amidst some of the highest levels of open unemployment in the
world has been an enduring curiosity. Analysts point to a range of factors, includ-
ing the legacy of apartheid restrictions on the economic activities of Black South
Africans but also the way in which economic concentration in the formal sector
constrains sales and output growth as well as employment creation in the informal
sector (Philip 2018; Rogan and Skinner 2021).

While employment in the informal economy is dominated by Black South
Africans (in 2019, for example, this group constituted 89 per cent of infor-
mal employment, despite accounting for only 75 per cent of total non-
agricultural employment—own calculations from the Quarterly Labour Force
Surveys (QLFSs)), it is heterogeneous in most other respects (Rogan and Skin-
ner 2018). In addition, and well before the onset of the COVID-19 crisis, there
were existing inequalities and fault lines within the South African informal econ-
omy (Heintz and Posel 2008; Rogan and Alfers 2019). Perhaps most notably, there
has been persistent gender inequality within the informal economy, with women
being over-represented in the lowest earning types of informal employment but
also experiencing an earnings gap within informal occupations (Rogan and Alfers
2019).

Against this backdrop, there have been several studies, to date, which sug-
gest that the existing vulnerabilities within the informal economy have been
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exacerbated by the pandemic (Benhura and Magejo 2020; Köhler et al. 2021;
Rogan and Skinner 2020). Once theWorldHealthOrganization declaredCOVID-
19 a global pandemic in early March 2020, the South African government acted
swiftly, instituting some of the strictest measures to prevent the spread of the virus.
Over the subsequent 18 months, the country had variously lifted restrictions and
re-imposed them in response to multiple waves of infections. The country has
experienced higher COVID-19 prevalence and fatalities in comparison to African
and global averages, while the national vaccination programme only started in
earnest in May 2021. While vaccination rates are higher than the average for
Africa, they remain low in comparison to rates in the Global North, with only
36 per cent of the adult population being fully vaccinated by the end of Novem-
ber 2021. In 2020, the South African government instituted a range of support
measures to households, employees, and employers. These included increasing
existing social grants for six months, introducing the Social Relief of Distress
Grant (SRDG), extending the Temporary Employer/Employee Relief Scheme
(TERS), and initiating new support to small businesses. Assessments have repeat-
edly found, however, that informal workers have largely been missed by these
impact mitigation measures (Skinner et al. 2021; WIEGO and Asiye eTafuleni
2021).

4. Employment impacts of the pandemic and government
restrictions in 2020

First and foremost, the impact of the pandemic and the introduction of govern-
ment restrictions to contain the spread of the virus resulted in the single greatest
shock to the post-apartheid labour market. During the previous significant eco-
nomic downturn, the global financial crisis in 2008/09, roughly one million jobs
were lost (Verick 2010). As Table 4.1 shows, the impact of the current crisis on
job losses has been substantially greater. In the second quarter of 2020, a year-on-
year comparison with 2019 suggests that roughly 2.2 million jobs were lost at the
outset of the crisis. This period coincidedwith the introduction of the severe ‘lock-
down’ restrictions. By the fourth quarter of 2020, many of the initial government
restrictions had been relaxed (although the secondwave of the virus resulted in the
reinstatement of some restrictions in the final weeks of the calendar year). How-
ever, the labour market still had roughly 1.4 million fewer jobs relative to the same
quarter in 2019. The estimates of total employment in Table 4.1 below, therefore,
depict a sharp initial shock to the labour market followed by a somewhat muted
recovery throughout 2020.

Apart from the scale of job losses during the unfolding of the crisis, the other key
feature from the South African context is the disproportionate number of informal
jobs that were lost. Of the nearly 2.2million net jobs lost during the second quarter
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of 2020, roughly 1.5 million were informal jobs. By the third quarter, 1.2 million
of the 1.7 million lost jobs were informal and, during the final quarter of the year,
860,000 of the 1.4 million lost jobs were in the informal economy. Therefore, both
relative and absolute job losses were greater in the informal economy, while the
rate and level of ‘recovery’ was greater for formal employment.

Figure 4.1 allows for greater ease of comparison between informal and for-
mal job losses by expressing labour market changes, by quarter, in relative terms.
During the initial phase of the crisis (the second quarter of 2020), informal
employment contracted by about 29 per cent, while formal employment decreased
by 8 per cent. In other words, informal job losses were more than three times
greater than formal job losses. A similar pattern is evident throughout the remain-
der of 2020, with the relative rate of informal job losses being far higher than
formal job losses. By the end of 2020, informal job numbers were 18 per cent
lower, year-on-year, while formal jobs were only about 5 per cent lower than 2019
levels.

Figure 4.2 looks more closely at these job losses by comparing employment in
2020 to the corresponding quarter in the previous year in the formal and informal
sectors and in private households.² In the second quarter, relative job losses were
far higher in the informal sector and in private households (mostly consisting of
women engaged in domestic work) than in the formal sector. In quarters 2–4 of
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Figure 4.1 Year-on-year (2019–20) changes in informal and formal employment,
by quarter
Note: the data are weighted. Sample not restricted to the working-age population.
Source: authors’ calculations from the Quarterly Labour Force Surveys (QLFSs).

² Since these estimates are based on the sector of employment, there are some informal workers
included under the ‘formal sector’, that is, thosewho are employed informally by formal-sector employ-
ers. This group is, however, relatively small in South Africa, and the effects of the pandemic on informal
workers within the formal sector are analysed separately later in the chapter.
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Figure 4.2 Year-on-year (2019–20) changes in the formal and informal sectors and
private households
Note: the data are weighted. Sample not restricted to the working-age population.
Source: authors’ calculations from the QLFSs.

2020, the largest job losses were in the informal sector, with employment losses
more than double those in the formal sector in quarters 2 and 3 in comparison
to the previous year. Somewhat surprisingly, employment in private households
recorded a more rapid recovery than employment in the informal sector over
the course of the year. Informal-sector employment made the slowest recovery
following the greatest initial decrease in job numbers.

5. Gender differences in the loss of employment and earnings

One of the most distinguishing features of the current crisis, both in South Africa
(Casale and Posel 2021; Casale and Shepherd 2021; Rogan and Skinner 2020)
and globally (Alon et al. 2020; Collins et al. 2021), is the disproportionate job and
income losses borne bywomen. During the first two quarters of the crisis, women’s
informal employment, at the extensive margin, contracted more than men’s, that
is, by 30 per cent in the second quarter and by 27 per cent in the third quarter.
By the fourth quarter of 2020, and likely driven by the return to work of many
domestic workers, both women’s and men’s informal employment numbers were
about 17.5 per cent lower than in the same quarter of 2019. Therefore, in terms
of job losses in the informal economy, women seem to have experienced a greater
impact earlier in the crisis but then ‘recovered’ to similar levels to men by the end
of the calendar year.
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employment, by sex (2020–22)
Note: the data are weighted. Sample not restricted to the working-age population.
Source: authors’ calculations from the QLFSs.

However, this overall picture masks important differences within the informal
economy as well as gender differences in the longer-term recovery of jobs. The
estimates in Figure 4.3 suggest that, among men (lines), the total number of jobs
in informal employment in the fourth quarter of 2022 had returned to the same
absolute level compared with the pre-crisis data point (the first quarter of 2020).
Over the same period, levels of informal-sector employment actually increased
slightly relative to the beginning of 2020. Among women (bars), however, both
informal employment and informal-sector employment are substantially lower
than the pre-crisis period. Perhaps most notably, the rate of employment recov-
ery among women (both within and outside of the informal sector) has improved
very little (if at all) since the third quarter of 2020. By the end of 2022, women’s
total informal employment and informal sector employment were still 13.7 per
cent and 11 per cent, respectively, lower than the first quarter of 2020. In other
words, the level of male informal employment was roughly the same as it was just
prior to the pandemic, while women’s employment in the informal economy had
still not recovered to pre-pandemic levels after three years. At the same time, the
number of formal jobs was still 1.7 per cent lower at the end of 2022 compared
with the beginning of 2020.

Table 4.2 explores these gendered differences in losses in both informal and
formal employment within the context of the broader impact of the crisis on the
South African labour market. In focusing on the immediate and acute phase of
the crisis, the first step was to identify the determinants of labour force status
based on two multinomial logit models—one estimated before the crisis and one
during the first period of pandemic job losses (2019—Q2 and 2020—Q2, respec-
tively). The regressions control for gender, race, level of education, marital status,
age (and its quadratic), and province. The regressions are first estimated with
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the full working-age sample (Table 4.2) and then separately for women and men
(Figure 4.5). Since the focus is on changes between the pre-crisis and crisis peri-
ods, Table 4.2 presents the results in the form of average predicted probabilities
derived from themultinomial logit estimates. Accordingly, the table shows the pre-
dicted probabilities of being in strict unemployment, discouraged unemployment,
informal employment, and formal employment by gender and population group.

As suggested by the results in the table, the onset of the pandemic had a substan-
tial effect on the South African labour market. Overall, there was a large reduction
in both formal and informal employment along with a substantial and significant
decrease in unemployment³ for both women and men and among the African
and Coloured sample. In terms of decreases in formal and informal employment,
the decreases were large and significant, particularly for informal employment.
Among women, for example, the probability of informal employment decreased
by 4.6 percentage points (from 11.6 per cent to 7 per cent), while the likelihood
of formal employment decreased by 4.2 percentage points (from 21.2 per cent to
17 per cent). Similarly, among working-age men, there was a 6.3 percentage point
drop in informal employment after the onset of the crisis and a 7.1 percentage
point drop in the probability of being in formal employment. Given the lower
probabilities of informal employment for both women and men (relative to for-
mal employment), these percentage point changes denote larger relative decreases
in the probability of informal employment, that is, by 39.6 per cent among women
and 37.5 per cent among men.⁴

While these estimates demonstrate the large and significant decreases in the
probability of informal employment during the first months of the pandemic in
South Africa (after controlling for several factors), Figure 4.4 considers the labour
market changes for the Black African population alone. In South Africa, the infor-
mal economy is fairly homogenous in terms of race, with roughly 90 per cent
of all informal workers identifying as Black African (own calculations from the
2019 QLFS—Q2). Given the gender differences in labour force participation, the
estimates in Figure 4.4 below are also based on separate regressions for women
and men. The results suggest large and significant differences in the probabilities
of employment and inactivity between Black African women and men. Perhaps
most notably, the likelihood of labour force non-participation (inactivity) among
working-age women increased from about 40 per cent for women in 2019 to nearly
60 per cent in 2020 (and from 21 per cent among men to 45 per cent).

Turning to the main categories of interest, among women, the probability of
being in both informal and formal employment decreased by 4.6 percentage points
between 2019 and the onset of the crisis. The relative decreases in the likelihood
of being in informal employment were, therefore, considerably larger than the

³ Given the unique features of the crisis, unemployment actually declined while economic inactivity
(i.e. labour force withdrawal) increased significantly (not shown in Table 4.2).

⁴ The corresponding relative declines in the probability of formal employment for women and men
are 19.8 per cent and 21.9 per cent, respectively.
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Figure 4.4 Average predicted probabilities of labour force status among Black
Africans, 2019–20 (second quarters)
Note: the data are weighted. Conditional predicted probabilities are based on the estimates from
separate multinomial logit estimates for women and men. The specified independent variable is
set to a reference value, while each confounder is fixed at its mean value. Sample restricted to the
working-age population. ‘Other employment’ not included. The base model included additional
controls for population group, level of education, age, marital status, and provincial fixed effects.
Source: authors’ calculations from the QLFSs.

decreases in the probability of formal employment (37.4 per cent and 22.1 per cent,
respectively). Amongmen, the relative decreases in the likelihood of informal and
formal employment were 37.2 per cent and 21.1 per cent, respectively. Therefore,
among both women and men, the conditional probabilities for informal employ-
ment decreased by far more than for formal employment. Complementing the
descriptive analysis earlier in the chapter, the multivariate analysis suggests that
a particular feature of the ‘pandemic recession’ is a large and disproportionate
impact on informal employment.

6. Changes in informal employment by industry sector
and status in employment

The informal economy consists of a diverse set of activities and employment
arrangements. As such, the effects of government restrictions to contain the spread
of COVID-19 are likely to vary for different groups of workers. Figure 4.5 presents
12 quarters of informal employment estimates for the 4 largest industry sectors
in the informal economy: wholesale and retail trade, private households (domes-
tic work), construction, and community and social services. Wholesale and retail
trade is the single largest employer in the informal economy and includes trade
in streets, markets, and from homes (‘spaza’ shops) as well as various service
activities. As demonstrated by the sharp decrease in the second quarter of 2020,
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Figure 4.5 Employment in the informal economy (2020–21), by industry sector
Note: the data are weighted. Sample not restricted to the working-age population.
Source: authors’ calculations from the QLFSs.

workers in this sector were impacted by the government ‘lockdown’ in April of that
year. Restrictions on movement and all non-essential activities were stringently
enforced. The severe reduction in income, consumption, and aggregate demand
meant that this sector was slow to recover over the course of 2020 and into 2021
(depicted by the flat line formost of the period). Only in the second quarter of 2021
is there evidence of a recovery in employment in informal trade, but the employ-
ment numbers were still lower than pre-pandemic levels by the end of 2022 (by
roughly 5 per cent).

Informal employment in private households consists of domestic workers and
other types of household employment (e.g. gardeners) and is predominately a
source of employment for women, at 73 per cent of total employment. The esti-
mates in Figure 4.6 show a sharp contraction in employment in private households
followed by a muted recovery. Despite a brief increase in employment numbers in
domestic work at the end of 2020, the recovery across 2021 and 2022 has been
somewhat flat. In contrast, informal employment in the construction sector (93
per cent men) saw a more gradual drop off in the second quarter of 2020 and then
a similar (in size) recovery across 2021 and 2022. While still lower than before the
pandemic, the difference in employment in this sector between the start and end of
the three-year period falls within the survey margin of error. Finally, employment
in community and social services, which includes informal childcare providers,
hairdressers, mechanics, traditional medicine providers, and waste recyclers and
is dominated by women (62 per cent), saw a large shock at the outset of the cri-
sis followed by a slow initial recovery. These activities gradually recovered during
2020, stalled in 2021, and then returned to pre-pandemic levels by the end of 2022.
Taken as a whole, the findings from Figure 4.6 demonstrate that the crisis was not
felt evenly across the informal economy and that the sectors in which women are
concentrated were disproportionately impacted.
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Figure 4.6 Informal employment by status in employment (2020–22)
Note: the data are weighted. Sample not restricted to the working-age population.
Source: authors’ calculations from the QLFSs.

Finally, Figure 4.6 presents estimates of employment changes in the informal
economy by status in employment. It includes two groups of self-employed work-
ers (own-account workers and employers) and two types of employees (those in
informal sector enterprises and those employed informally in the formal sector).
Own-account work is the single largest category in the South African informal
economy and is often the most visible type of informal employment as it includes
street vendors, waste pickers, and other workers who operate in public spaces. At
the outset of the crisis, there was an immediate and sharp drop in own-account
work when access to public spaces was restricted. However, there has been a grad-
ual recovery over the following quarters as demand for essential goods (and basic
food products in particular) has increased. By the end of 2022, the recovery was
still incomplete, however, with own-account employment about 3 per cent lower
compared with the beginning of 2020. The other category of self-employment,
employers, is a relatively small group, which is comprised predominantly of men
(81 per cent) and does not seem to have been affected by the pandemic (at least in
terms of employment numbers).

The two types of informal employees (those in the informal sector and those in
the formal sector) recorded the largest declines in employment during the height
of the crisis. The larger of the two types of employees (informal-sector employ-
ees) experienced a roughly 30 per cent reduction in employment between the first
two quarters of 2020. For these employees, the recovery was relatively slow over
the course of 2020 and then improved gradually until the end of 2022, when the
number in employment was similar to the period prior to the pandemic. In rela-
tive terms, the group that experienced the largest decline in employment is that of
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employees who work informally for formal-sector firms. This type of employment
has some parallels with ‘precarious employment’ in the broader literature but, in
the South African context, includes male-dominated (62 per cent) occupations
such as construction and agricultural labourers as well as taxi drivers (but also
several types of restaurant, retail, and service workers). At the outset of the pan-
demic, these employees saw a nearly 50 per cent reduction in employment (at the
extensive margin) and practically no recovery for the following three quarters.
Employment numbers only increased again in the second quarter of 2021, but
employment levels were still 20 per cent lower at the end of 2022 compared with
early 2020. This suggests that some formal firms/industries responded⁵ to the eco-
nomic downturn by laying off their most vulnerable workers—that is, those that
were outsourced and/or working on insecure contracts and without any type of
social protection.

7. Conclusion

Analysis of official South African employment data over the 2020–22 period shows
that measures to prevent the spread of COVID-19 have coincided with a dis-
proportionate decrease in informal employment. Countering earlier World Bank
predictions that the pandemic may induce an increase in informal employment,
the South African data show that both relative and absolute job losses have been
greater in the informal economy, while the rate and level of recovery have been
greater for formal employment. Further, the data suggest uneven impacts within
the informal economy, with women, those working in the informal sector, and
those in retail and domesticwork being particularly hard hit. The pandemic period
has thus widened pre-existing inequalities and fault lines. In policy terms, this sug-
gests that the informal economy should be a priority in economic recovery efforts
but also that support requires differentiated approaches and a range of measures.

The COVID-19 recovery efforts provide an opportunity to address pre-existing
disparities and to accelerate structural change in the economy. The crisis has high-
lighted both the essential services informal workers provide but also their lack of
social protection. By way of example, in 2019, only 20 per cent of South Africa’s 1.2
million domestic workers reported being registered for the Unemployment Insur-
ance Fund (UIF) (QLFS, own calculations). This is despite registration being a
legal requirement for the employers of domestic workers. While domestic workers
are the largest group, this is also the case for other informal wage workers—farm
workers, taxi drivers, waiters, and construction workers—and for employees in
informal enterprises. As a result, the vast majority of informal wage workers who

⁵ It is, of course, also possible that smaller formal firms that employed workers informally did not
survive the pandemic and closed altogether.
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lost their jobs in 2020 were unable to access relief from TERS. Changes underway
in the social protection system (see, e.g. the Department of Social Development
2021) need to extend protections to informal wageworkers—including unemploy-
ment insurance, maternity leave, occupational health and safety protections, and
pensions.

The anaemic jobs recovery in the informal economy is, in part, an outcome of
constrained demand. Cash transfers not only reduce poverty and inequality but
are also a keymechanism to boost demand. Existing evidence suggests grant recip-
ients often use the money to buy local goods and services but also to search for
work or start their own informal enterprises (Davis et al. 2016; Fisher et al. 2017).
As noted earlier in the chapter, the South African government introduced a tempo-
rary relief grant (the SRD grant) of ZAR350⁶ a month per person. While the grant
amount is very small (roughly the equivalent of US$22), its impact on poverty and
inequality has been documented (Barnes et al. 2021), with some arguing that this
should form the basis of a universal income guarantee (see, e.g. IEJ 2021). In addi-
tion, small business support should be extended to the informally self-employed.
Despite stating that the informal sector is a target of support, the Department
of Small Business Development’s support programme has not reached informal
enterprises (Skinner et al. 2021; WIEGO and Asiye eTafuleni 2021). Given the
disproportionate impact of the crisis on women informal workers, they should
be a particular target for both forms of support but have fallen through the gaps
so far (Skinner et al. 2021; WIEGO and Asiye eTafuleni 2021). More broadly,
the fact that employment levels in the informal economy are only now reaching
their pre-pandemic levels for some groups of workers suggests that supporting the
most vulnerable members of South Africa’s workforce should be a priority for the
government.
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