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Executive Summary
Problem Statement
The widespread prevalence of informal workers within urban areas increases the
social vulnerabilities of workers and stifles regional economic growth. Firms and
workers in informal economy are unable to achieve high productivity levels, while
governments are unable to maximize own-source revenue generation. Rural-urban
migration is fuelled by both ‘push’ and ‘pull’ factors, such as the combination of
falling agricultural productivity and structural economic changes toward greater
service sector jobs.
Consequently, urban poverty in developing countries has increased, which is
prompting leading international nonprofits to refocus attention toward vulnerable
segments of society, such as informal workers. The objective of this report is to
better understand the vulnerabilities of urban informal workers in Pakistan, explore
their impact at the macro-level on urban economic systems and to offer ideas for
improving the status quo.
Approach
This project explored the factors driving the vulnerabilities of urban informal
workers in Pakistan and various ideas for interventions to improve the status quo.
Based on academic literature, a conceptual framework was developed to link the
formal-informal dichotomy with agglomeration economies in cities. It also framed
the societal challenges associated with persistent informality in urbanizing places,
along with the risks and benefits of various policy options.
In order to better understand the problem from the bottom-up, eight focus groups
and 40 surveys were administered in four cities, i.e. Karachi, Hyderabad, Sialkot and
Lahore. The participants were all female and members of existing worker
organizations, representing both home-based and domestic workers belonging to
core and peri-urban areas. The fieldwork results were triangulated with findings
from earlier studies and applied to the conceptual framework.
Findings
There is great demand for targeted interventions benefiting informal workers,
particularly those targeting towards improved public service delivery, diverse skills
development and collective bargaining capacity. Above everything else, workers
consistently demand access to quality public services such as healthcare, schooling,
transport and energy. Members of worker organizations are significantly more aware
of their rights and capacities, thus more productive members of society despite
participating in undocumented economic activities. Due to being less skilled and
poorly organized, domestic workers are systematically underpaid, paid and
overexploited.

1

There are persistent and large gaps between the defacto and dejure circumstances
surrounding informal workers in Pakistan, i.e. the legal protections under local laws are
seldom applied in practice. They are consistently compensated at levels under the
national minimum wage and by definition their incomes are untaxed. However, like
other members of society they are by in-large productive economic agents aspiring for
better living conditions.
Recommendations
We suggest an iterative learning, adaptation and implementation approach to better
understand what works for informal workers in Pakistan. This will require robust
partnerships between nonprofits implementers, knowledge producers and local
governments, all in pursuit of constant improvements in interventions based on
feedback from the field. In addition, the use of mobile and social media technologies
could improve market efficiency, whereas improvements in the coverage of national
registration records could expand employment opportunities. Finally, future research
efforts could include the introduction of pilot projects as field experiments at the
neighborhood level, resulting in learning leading to improved intervention designs.
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1. Introduction
During the last few decades, rapid urbanization across Asia and Africa is being
fuelled by (among other factors) the adverse impact of climate change on
agricultural productivity (Deichmann et al. 2014) and changing economic structures
creating greater service sector jobs than ever before (Malik 2015). As a
consequence, we are witnessing newer spatial urban forms (Angel 2012) and
changing social structures (Qadeer 2006) that have direct repercussions on public
service delivery, governance systems and therefore socioeconomic equity. The
accelerating pace of rural-urban migration often outstrips formal public and private
sector responses in key service areas such as housing, water supply and healthcare,
and the typically underfunded social protection mechanisms fail to cope with greater
demands from new migrants.
This gap is therefore filled by informal service providers (e.g. cash-based water
providers) and employers in the informal economy (e.g. handicraft exporters). Not
surprisingly, we observe that the size of cities in the developing world is associated
with the scale of their informal economies. Despite widespread economic
development, the proportion of informality within many urban economies remains
surprisingly robust (Ghani and Kanbur 2015). Even under conditions of consistent
economic growth when job availability and quality of life tends to improve, informal
workers’ underlying vulnerabilities due to lack of legal identity remains a concern.
In addition to social vulnerabilities, the efficiency of urban informal markets is
critical for sustained economic growth for reasons discussed throughout this report.
The urban informal economy therefore forms an increasingly large proportion of the
economic system, with ILO and Meagher (2013) estimating it to be over 50 percent
in West Africa (e.g. Benin, Niger and Togo) and 48 percent in South Asia.
In response to greater urbanization and its aforementioned consequences, leading
non-profit and humanitarian agencies are ramping up interventions in urban areas of
the developing world, where during the 2000’s the share of poverty incidence has
jumped from 17 to 28 percent (IFAD 2011 ). In the past decade alone, leading
international non-profits have given urban areas greater importance in strategic plans
(e.g. Save the Children 2013 and Oxfam 2013). The United Nation’s Sustainable
Development Goals include an urban focus, which brings cities to the forefront of
the global development agenda for the next 15 years. As these broad strategic
objectives are translated into implementation frameworks and specific programs, the
lack of disaggregated data within urban areas inhibits proper planning. This
reaffirms the need for context rich research to better understanding problems from
the bottom-up.
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Incidence of informality in urban economies presents a serious data challenge, as
these activities remain largely unreported resulting in systematic under-reporting of
their true size. In this report, we explore conditions of urban informal workers in
Pakistan’s four major cities 11and situate the analysis within the conceptual
framework of the social and economic consequences of urbanization. More
specifically, we explored
i. Factors driving informal worker vulnerabilities in urban Pakistan
ii. Types of potential interventions to improve the situation leading to both
improved social protection and greater economic growth.
Through this two-pronged research approach, we also present a series of
recommendations for humanitarian and development agencies interested in adapting
traditional programing approaches to the new social structures in growing cities. Our
review of both the academic and policy oriented literature, discussed in Section 2,
finds that there are critical gaps between the theory and practice in this field which
we hope to bridge in this report. Further, we develop links between these analytical
perspectives on the one hand and existing literature on improved urban local
governance and public service delivery on the other.
In terms of the study’s scope, we focus on two specific segments of the informal
worker population, namely Home Based Workers ( HBWs) and Domestic Workers
(DWs), both of which face similar challenges related to their underlying informality.
We do not discuss the specific problems associated with other segments of the urban
informal economy (e.g. street vendors and waste pickers) though we believe the
basic problems associated with informality are similar. Since our focus is
exclusively on urban informal workers and particularly on women, we discuss
policy dimensions of the wider “informal sector”22only to the extent they affect
worker livelihoods. Without discussing the epistemology of terminologies across the
disciplines, we focus entirely on problems and solutions for HBWs and DWs in
urban Pakistan.
We adapt the definition being used by Women in Informal Employment:
Globalizing and Organizing (WIEGO’s) as “own-account workers” who work at
home to produce goods or services, receive remuneration, and participate in market
activities. While such workers could be part of the formal economy, i.e. have
registered businesses and pay income taxes, we focus exclusively on those working
in the informal economy. WIEGO defines these economic activities or workers as
those “that are not regulated or protected by the state.” Given the findings of
previous studies, we view DWs almost entirely as informal workers in the absence

1

We undertook fieldwork in the Karachi, Hyderabad, Lahore and Sialkot districts.
The informal sector refers to businesses or activities that are entirely underreported, such as
otherwise lawful businesses operating through extralegal channels. On the other hand, informal
workers such as HBWs or DWs could directly or indirectly work for formal firms, without having
proper legal contracts and thus compensated by cash.
2
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of written contracts, minimum wage protections, pay or other employment benefits
(Albin and Mantouvalou 2012). This scope of analysis is intended to focus the study
on the peculiar challenges and opportunities within these subsectors, where most
workers are women.
Following this introduction, Section 2 reviews relevant perspectives from the
academic literature to build a framework for viewing the consequences of
urbanization in poorer countries for the urban informal economy. Thereafter, in
Section 3 we introduce basic features of the urban informal economy in Pakistan
including its gender dimensions before presenting a critique of existing policies. In
Section 4, we outline our research methodology (focus groups, key informant
interviews and surveys) including justification of choices made relating to fieldwork,
city selection, and summary of opinions before discussing ways in which survey and
focus group discussions (FGDs) supplement each other. The following section then
discusses the main results, linking them back to the conceptual framework and
policy background information. Finally, in Section 6 we end the discussion by
offering concluding thoughts and outlining a series of short- and medium-term
actionable recommendations that could then be scaled-up following rounds of
piloting, learning and adaption of program designs.
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2. Conceptual Perspectives from Literature
In this section, we do not attempt to provide an exhaustive review of the literature on
various facets of the urban informal economy, but rather discuss key perspectives
and stylized facts as applicable to this topic. Since most studies discussed here were
not specifically focused on Pakistan, we will repeatedly revert to these concepts to
explore their consistency (or lack thereof) with established academic perspectives. In
the main, we find four strands of literature to be particularly relevant for our analysis
i.e.
i.

The origins and utilities of key terms and concepts across various disciplines
(Hart 1971)
ii. The pros and cons of urban informality from an urban economics perspective
(Ghani and Kanbur 2015)
iii. Historical parallels between today’s developing countries and Europe during
the industrial revolution (Root 1992)
iv. Theories of collective action and interest groups (Olson 1969).
Together, these perspectives form the underlying conceptual foundation for the
remainder of our analysis, which we directly apply to the fieldwork findings
discussed in Section 5.

2.1 Historical Parallels and Origin of Terminology
During the industrial revolution, Europe’s industrial elites successfully lobbied
various kingdoms to crackdown on extralegal home-based cottage industries, which
they claimed were undermining their profitability (Ekelund and Tollison 1997). But
as was the case in Latin America during the middle of the 20 th century, when
according to Souza and Tokman (1976) governments gave-in to the existence of
large-scale informality, even the most powerful kingdoms failed to control their
presence within markets. The large scale of the informal economy prevented
authorities from enforcing the laws properly. From the perspective of today’s
governments, tolerance for the extralegal sector is rational as long as societal
benefits from informality (e.g. job creation) exceed underlying costs (e.g. ownsource revenue loss). As a consequence, governments in Latin America have always
maintained the fine balance between food prices on the one hand and wages on the
other (De Soto 2000).
The issue of informality within the urban economy has been widely studied across
various disciplines, including economics, sociology and political science. But the
term “informal sector” was coined by anthropologist Keith Hart (1973) who used it
to refer to low-income economic activities by migrants living in Accra, Ghana which
he deemed a second, less-visible sector of the economy. Since then, the Harris and
Todaro (1970) two-sector model furthered the idea of duality within urban-regional
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economies, which is now fully embedded in economic growth theory. Their model
predicts that urbanization driven by rural-urban migration and persistent wage
differentials keep sizeable chunks of economies as informal. Since rural-urban
migrants make rational utility-maximizing choices to move, policymakers should
not attempt to artificially control migrant flows (Fields 1975).

2.2 Agglomeration Economics and Collective Action
While the existence of urban poverty is indicative of a city’s capacity to offer
upward social and economic mobility (Glaeser 2011), overt displays of income
inequality and relative depravity results in a plethora of social problems such as
crime and segregation (World Bank 2009). Moreover, development theory posits
that the benefits of agglomeration in urban regions, if optimized by controlling costs
of accompanying congestion, could significantly improve economic productivity and
societal wellbeing (Rosenthal and Strange 2004). In poorer countries however, large
swaths of the economy remain within the informal sector which prevents urban
economies from becoming more productive (Ordonez 2014). In such circumstances,
many firms and consumers do not have access to formal lending mechanisms which
limits both their growth potential and consumer spending propensity (Bromley
2013). Similarly, the inefficiency of formal contract enforcement mechanisms in
poorly governed environments significantly increases both risks and costs of
economic transactions.
While millions of undocumented urbanites continue to rely on the informal economy
for sustenance and wellbeing, at the macro-level this results in suboptimal economic
growth outcomes (Ghani et al. 2011). From a public policy perspective,
governments are the only institutions with the convening powers to improve
coordination among stakeholders. This is true despite the fact that in many
developing countries, governments often have limited technical capacity of their
own to undertake evidence-based policy analyses. In such environments, often to the
detriment of the public, special interest groups such as chambers of commerce or
landed urban elites dominate policy setting agendas.
Perhaps with this in mind, as discussed further in Section 3, international and local
nonprofits such as HomeNet in Pakistan and Self Employed Women’s Association
(SEWA) in India have launched programs to organize informal workers for
improving their qualities of life through skills training and collective bargaining for
wages and rights (for details see among others Akhtar and Vanek 2013 ; Lim 2015;
and Chen 2006). Underlying this approach is the assumption that rational and selfinterested individuals with similar interests would cooperate as a group to bargain
for their collective benefits such as better wages (Olstrom 1990). For instance, they
could pool resources to organize shared child care or purchase automated
machinery, both of which would likely boost worker productivity.
Having said this however, Olson’s (1969) highly regarded theory of collective action
and group interests posits that relatively large and heterogeneous groups seldom
9

follow the paths leading to optimal outcomes. For instance, while all HBWs
stitching handbags for international brands might have a common interest in
ramping up price, they could have “antagonistic interests where output is
concerned.” Thus self-interested and rational HBWs operating in competitive
markets, argues Olson (1969), would not cooperate with larger groups of workers.

2.3 Persistence of Urban Informality
The literature also presents a series of stylized facts which we operationalized as
hypotheses in the form of focus group and survey questions during fieldwork. First,
Jutting and de Laiglesia (2009) undertake systematic empirical research to conclude
that ceteris paribus informal workers are economically worse off than counterparts
in the formal economy. This intuitive finding is consistent with Kazi et al.’s (1989)
conclusions following extensive survey work in Karachi, Pakistan. They further
discovered an additional gender dimension, i.e. despite identical skillsets women are
far less likely to experience upward mobility even in the formal economy. They
attributed this simply to sociocultural constraints which limit their ability to
participate in the economy, both directly through movement restrictions and
indirectly through biases in the delivery of critical services such as education and
transportation.
While this outcome is hardly surprising, it reaffirms underlying social and economic
vulnerabilities of informal workers. It follows that even with greater skillsets or
experience, simply being part of the informal economy prevents large segments of
society from achieving full economic potential. In fact, using International Labor
Organization’s (ILO’s) global data set Ghani and Kanbur (2015) assert that the size
of the informal economy, both in absolute and relative terms, has remained robust at
least since the 1950s. Since many countries in Latin America and East Asia have
experienced sustained economic growth in this period, this empirical result indicates
that there is no causal relationship between economic growth and the size of the
informal economy.
Further, we find that the size of the informal economy is at times directly
proportional to the size of the urban population, which is consistent with Glaeser’s
(2011) assertion that successful cities inevitably become magnets for the poor
seeking economic opportunities. Our fieldwork confirmed that both recent and past
migrants in Karachi first ventured into the city due to the promise of a more
prosperous and fulfilling life. In terms of policy responses however, since
informality is associated with poverty and inequality, governments typically attempt
to deregulate businesses so as to minimize the footprint of the informal economy
(Chen 2007).

2.4 Public Sector Reactions
Such policies typically also offer financial incentives such as tax breaks to those
informal enterprises that decide to register with the authorities. This assumes that
increasing the tax payer basket would likely increase own-source revenue generation
10

by municipalities. In Latin America, De Soto (2000) argues that in the face of the
onslaught of the “extralegal” segment of the economy, governments appear to have
retreated completely, thus allowing entire favelas to operate outside formal state
institutions. In Pakistan, the closest comparison of concentrated informal economic
activity would be large informal settlements such as Orangi Town in Karachi. But
in reality, the informal economy particularly in the form of DWs is equally spread
across cities without any distinct spatial patterns of greater concentration (Hasan
2006).
In theory, greater formality would boost economic activity by allowing firms to
obtain business loans critical for firm growth, whereas greater municipal revenues
would help citizens receive improved public services. While this is a perfectly
rational response to governments’ twin concerns for growth and social protection,
both Auriol and Warlters (2005) and Keen and Mintz (2004) remind us that
policymakers face tradeoffs between incentivizing formality and hampering
productivity in the overall economy. Superimposing formality in a top-down fashion
could inhibit firms’ innovative capacity and freedom to operate within markets.
Governments should therefore carefully analyze the potential intended and
unintended consequences of such policy approaches, as in the worst case scenario
they might end up creating worse outcomes for informal workers.
Overall, this brief review has presented selected conceptual perspectives covering
key aspects of the urban informal economy. Most of these debates apply across all
economically developing and urbanizing countries including Pakistan, which we
confirmed during fieldwork. The following section therefore provides greater detail
about the various forms of urban informal economies across Pakistan and the
government’s policy response postures.

11

Women in Pakistan's Urban Informal Economy
Vulnerabilities, Opportunities and Policy Solutions

Chapter 3
Policy Responses to
Urban Informality
in Pakistan

The

ROCKEFELLER
FOUNDATION

ASIA
DEVELOPMENT

DIALOGUE

3. Policy Responses to Urban Informality in Pakistan
Like the rest of South Asia, where 82% of non-agricultural employment is within the
informal sector, the share of the informal economy in Pakistan is estimated to be
36.8% of GDP (Vanek et al. 2014). Recent estimates by Farrak h et al. (2015) and
Budlender (2009) put the overall share of informal jobs within non-agricultural
employment in Pakistan at over 78% which is amongst the highest in the world. As
shown in Table 1 below, r egional neighbor Bangladesh (86.4%) has higher
proportion of informal workers, while in relatively well developed economies such
as Thailand (42.3%) and Indonesian (72.5%) the incidence of informality is lower.
Region

Informal employment as share of nonagricultural employment

Pakistan

78.4%

Bangladesh

86.4%

Thailand

42.3%

Indonesia

72.5%

South Asia (Average)

82.0%

Table 1: Informal employment as share of non-agricultural employment

Furthermore, Lim (2015) reports that over 22 million workers in Pakistan are
employed in the informal economy overall, out of which more than half are HBWs
whereas others are DWs. In terms of rural-urban breakdown, the incidence of
informal employment in Pakistan’s cities is a mere 2.6% points below the national
average, which indicates that informality is not an exclusively urban phenomenon
(Akhtar and Vanek 2013). This is likely due to the rampant incidence of informal
working arrangements in the non-commercial agriculture sector.
In terms of sectoral and gender breakdown, these workers are spread across
manufacturing (26.1%), trade (36.1%), construction (15.2%) and transportation
(10.4%). Unsurprisingly, men dominate the manufacturing and construction sectors
whereas women are more likely to have jobs within the trade and transportation
sectors. Given these gender dynamics, as explained in Section 4, our fieldwork
focused entirely on female HBWs and DWs since they arguably form the most
vulnerable segments of society. In Pakistan, national statistics systematically
underreport female contributions toward society and the economy due to
sociocultural constraints and flawed methodologies (Mumtaz and Saleem 2010).

3.1 Women in the Informal Economy
As part of the informal sector, Khan and Kazmi (2003) find that as compared to their
value addition, HBWs in general receive extremely low levels of compensation and
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thus middlemen and formal firms in the value chain benefit from extensive rentseeking. Most female HBWs report having started informal work during childhood,
acquiring skills from parents or other elders, and the vast majority claim to enjoy
working in their respective sectors (Hassan and Azman 2014). However, women are
more likely to face challenges to urban mobility in the form of discrimination and
abuse while accessing public transportation, or cultural norms in conservative areas
where women’s preferred role is confined to the boundaries of their homes.
Although this restricts their ability to access suppliers or buyers directly, still the
ability to generate income while working at home (even if operating informally)
significantly improves women’s economic empowerment both within households
and across communities (Duflo 2012).
Region

Manufacturing

Pakistan

Construction

Trade

Transportaion

Other
Services

South Asia

23.0%
46.0%

7.0%
10.0%

38.7%
15.0%

11.4%
1.0%

30.0%
37.0%

East and Southeast
Asia

19.0%

16.7%

42.0%

1.0%

10.2%

Table 2: Female employment across major sectors (Lim 2015)

The statistics shown in Table 2 indicate key differences in the structure of female
employment between Pakistan and relevant regional averages. These trends are
perhaps indicative of varying cultural preferences, though we have not yet seen
research specifically explaining these critical differences. The proportion of
Pakistani women employed in manufacturing is half the level of South Asia’s
average, but still significantly above the wider regional average across Southeast
Asia. Conversely, they are more than twice more likely to be employed in the trade
sector compared to the South Asia average. This trend is particularly true for the
transportation sector where Pakistani women are ten times more likely to be working
than their counterparts in other parts of their region. In the construction sector
however, only seven percent of employed female Pakistani workers are employed
which is much lower than averages in the region, which is perhaps attributable to the
relatively conservative view toward women’s role in society.

3.2 Consequences of the Informal Economy
Regardless of the sectoral breakdown of females active in the labor force, the
persistence of such high levels of informality in the economy creates a range of
impacts in societal and governance systems. This in turn creates enormous concerns
for social protection and economic wellbeing in three distinct ways. First, it
increases the likelihood of worker exploitation since employment remains unlawful
and thus does not provide benefits such as health coverage, disability benefits,
pension, or severance packages (Ghani and Kanbur 2015). This problem is
particularly acute for women and socio-ethnic minorities, as well as low-skilled
workers, whose underlying vulnerabilities are merely exacerbated when operating
within the informal economy.
15

Second, due to lower scales and incentives, the ability of national, legal and local
institutions to ensure contract enforcement and attract foreign investment remains
limited. The resulting excessive involvement of government in market operations is
also unhealthy for economic growth (Auerswald et al. 2010). From the public
sector’s perspective, not only does the potential for own-source revenue generation
get reduced, but the international competitiveness of entire national economies could
be compromised.
Third, it hampers overall economic growth and productivity by limiting the ability of
informal firms to acquire business development loans which are critical for
sustaining growth (Acs 2006). Recent work on ways in which microfinance
institutions can enter informal loan markets is promising (Mokerjee and Motta 2014)
but it is clear from earlier work that informal loan sharks tend to charge
prohibitively high interest rates (Sandberg 2012).
On the other hand, underdeveloped consumer finance industries in poorer countries
prevent large-scale consumption driven job creation and economic growth, even
though it’s a “necessary but not sufficient condition” for widespread economic
development (Hassan et al. 2011). Since the vast majority of informal workers is by
definition either undocumented or unbanked, their large-scale presence reduces
consumer spending propensities. Despite having adequate incomes to support
financed appliances, vehicles or furniture, their lack of documentation reduces their
ability to consume such goods and services. Overall, both through the lending for
business growth and consumption channels, we clearly see these specific ways in
which persistent and large-scale informality hurts urban-regional economies.

3.3 Policy Environment
Perhaps in realization of these problems, in recent years, the issue of HBWs (not
including DWs) appears to have grabbed mainstream attention in both the federal
and at least two provincial governments of Pakistan. In all three cases, policy
frameworks for HBWs are currently pending approval from cabinets, and are
designed to formally recognize HBWs as legitimate members of the workforce in
line with ILO’s convention 177. While the federal policy explicitly reaffirms
commitments toward ILO conventions and the Pakistani constitution, it does not
identify any clear plans or policies toward implementation. It contains many vague
and somewhat idealistic references to the rights of workers as enshrined in
Pakistan’s constitution, before deferring its on-the-ground implementation onto
provincial authorities. Given the nonexistence of local governments for over eight
years until October 2015, not to mention their limited powers under the Pakistani
constitution, implementation of practical steps appears merely a distant possibility.
Further, the national policy does not specify the budgetary or administrative
mechanisms through which workers’ rights will be protected, nor does it indicate the
role that local government authorities might play in this regard. The policy does not
report any stakeholder consultations undertaken before drafting the policy, but
16

simply defers civil society engagement to yet-to-be-created steering committees.
Overall, it appears that the policy is intended to establish Pakistan’s compliance to
international norms and to simply reiterate the government’s stated commitment to
protecting the rights of HBWs.
In addition, there exists no legislation either recognizing DWs as legitimate
members of the labor force, or offering any protections which further
disenfranchises them from policy processes. But regardless, there are serious doubts
on the efficacy of any policies or future legislation toward improving the livelihoods
of informal workers in Pakistan (particularly DWs). The inability of existing labor
laws to protect even formal workers, which legally have first-rate protections for all
types of exploitation, implies that the introduction of additional legislations alone
would not necessarily improve the social protection or economic outcomes
discussed earlier.
Through interviews with provincial labor department authorities we established the
cogency of these hypotheses, which also includes the political leadership’s desire to
protect the interests of regional chambers of commerce. In fact, the interviewee
conceded that nonprofits such as Akhuwat Foundation (microfinance) and HomeNet
(informal worker rights) are filling gaps left by public institutions towards social
protection. It follows that this lack of good governance is the root cause of other
symptomatic conditions such as poor service delivery and rampant exploitation of
informal workers. Despite being aware of existing studies documenting both
economic value chains and social problems of HBWs in urban Pakistan, the Punjab
labor department official called for “census” to better understand ground realities in
support of future public sector interventions (see among others Naqeeb et al. 2014
and Vanek et al. 2014) . Pakistan regularly conducts nationally representative labor
force surveys covering all paid employees across formal and informal economies,
but statistics are not representative at the level of individual cities, or neighborhoods
within them.
Despite this lack of data, during interviews with key informants we found a
profound belief that organizing HBWs, thereby increasing their awareness levels and
collective bargaining ability, would directly benefit workers. Having said this, we
could not find any concrete evidence supporting this assumption at least within the
Pakistani context.

3.4 The Plight of Domestic Workers
According to unconfirmed estimates reported by Hisam (2015), Pakistan boasts
around 8.5 million DWs, most of which are victims of persistent exploitation due to
the absence of legal protection. Yet the focus of government policies and nonprofit
development programs remains almost entirely on HBWs, which presents an
interesting conundrum. Notwithstanding measurement and definitional challenges,
ILO and WEIGO estimate the global DW population at over 52 million, including
83% female workers and 7.4% children under the age of 15. Like in other
17

developing countries, the vast majority of DWs in Pakistan work without any legal
contracts. Given the large supply of low-skilled workers there exists little bargaining
power in setting wage levels or working conditions. They have no legal safeguards
such as mandatory paid days-off work, working hours, or minimum salary level
enforcement.
While multiple labor laws mention DWs, e.g. the 1961 Minimum Wages Act that
includes them within its definition of workers, there is no systematic legal
framework guaranteeing protection under the law. The exploitation of all types of
DWs, including children, is therefore rampant and requires immediate attention from
authorities charged with social protection. The government’s traditionally low
prioritization of HBWs and DWs could also be viewed from the political economy
lens, as decision makers do not view extralegal constituents potent enough to upset
the status quo, which currently favors a handful of social and economic elites.
We conclude that the government of Pakistan does not have any concrete or
actionable policy framework for either HBWs or DWs, thus millions of workers
remain vulnerable to exploitation whereas the country’s economic system continues
to operate sub-optimally. As discussed further in Section 6, development agencies
could therefore fill this gap by introducing programs for improving social protection
and enhancing skillsets. Since the status quo violates both international and locally
established worker rights, the rights-based programming approach provides both an
appropriate and legitimate operational direction (Guides 2014).
As discussed in Section 2, in recent years several Pakistani nonprofits have launched
donor-funded programs supporting the creation of HBW associations (alongside
traditional advocacy for legislation) with the assumption that collective action would
help workers negotiate improved wages from employers and legal protections under
the local judicial system. But as reconfirmed in our fieldwork, informal workers are
most concerned with access to affordable basic services, much more so than the
traditional advocacy-centric models being followed by nonprofits. Given this gap
between demand and supply, as discussed further in Section 6, development
agencies should design pilot approaches to undertake rigorous research that feeds
into adaptive programming.
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4. Research Methodology
In order to gain first-hand accounts from informal workers, we conducted fieldwork
including focus group discussions and surveys. The main purpose of these
instruments was to either reconfirm findings from earlier studies or to gain new
perspectives related to challenges and opportunities facing informal workers. In
order to develop a deeper understanding of the stakeholder landscape, we conducted
five in-depth interviews with key informants within the provincial labor department
of the Punjab government, activists and advocates engaged in informal worker
organizations, and representatives of leading international nonprofits engaged in
social protection and livelihoods generation programs across Asia. Together, these
three steps were covered both the demand and supply sides of the topic. We learnt
about both the demands of informal workers from the bottom-up and the
perspectives of nonprofits and government agencies supplies interventions.
A total of eight focus group discussions were organized in four cities across two
provinces, i.e. Lahore and Sialkot in the Punjab; and Hyderabad and Karachi in
Sindh. In each discussion, anywhere between 15 and 21 female informal workers
participated, all of whom were beneficiaries of our local partner’s (HomeNet
Pakistan) programs including worker organizations and skills development. At the
end of each focus group, we randomly selected five respondents for short surveys,
which were then administered in a private space to protect privacy. This step
allowed us to validate results in two ways: internally by checking the consistency
with qualitative insights from focus group discussions, and externally by comparing
with findings of other more detailed fieldwork based studies. This triangulation
increases our confidence in the findings discussed in Section 5 and provides a more
robust foundation for recommendations outlined in Section 6.
However, we concede that our sample of respondents is both non-representative
(e.g. we did not cover males) and non-exhaustive (we did not travel to two
provinces). In addition, it is also likely biased toward the perspectives of the most
well aware and vocal informal workers, since all respondents are beneficiaries of
outside interventions such as worker cooperatives or skills training programs. With
these caveats in mind however, our fieldwork provides a valuable pulse from the
bottom-up in a qualitatively robust manner. In fact, our interaction with well aware
and vocal female informal workers provides an unprecedented opportunity to better
understand ways in various facets of informality impedes households’ wellbeing.
The survey results are representative of the universe of focus group discussion
participants.
Within the current research landscape on global urbanization that focuses on large
spatial data sets to understand high-level trends such as the spatial structures of
economic activity, our approach was designed to document the voices of urbanites.
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5. Discussion
In this section, we organize our analysis into two main sections, each covering its
own thematic areas of focus. The first is a collection of perspectives obtained from
focus groups and solidified from our analysis of the survey data, covering themes
such as service delivery, networks and value chains, jobs and income, access to
financing and the creation of worker cooperatives that could lead to formalization.
The second section covers a series of cross-cutting themes and additional analysis
covering the comparison between HBWs and DWs, place-based differences in
outcomes and conditions, sociocultural norms as constraints, the role of technology,
productive assets, land rights and overarching institutional failures. Before
discussing these perspectives however, we first present some basic findings from
fieldwork to help place this discussion in an appropriate framework.

5.1 Basic Demographic Characteristics
Before discussing results from the fieldwork, this subsection summarizes basic
socioeconomic characteristics of informal workers on survey results. The following
findings are therefore representative of focus group participants, whose views are
discussed in greater detail in subsection 5.2. All respondents during fieldwork were
women aged 35 years on average, with ages ranging from 20 to 65 years. Over twothirds reported being married and just under half have received no formal education
whatsoever. The average family size was found to be seven, including four and a
half children per family, both of which are broadly consistent with national census
statistics. Interestingly, two-thirds claimed to be the primary breadwinner of their
family, either with or without working spouses. This is likely an artifact of our
sampling strategy due to which we ended up only with members of HomeNet
Pakistan sponsored HBW cooperatives.
Having said this, half of the respondents reported spending their days off work doing
household chores which they also generally regard as their primarily responsibility.
Only two out of the 40 survey respondents reported “resting” on Sundays (i.e. no
household chores), with a quarter spending their day attending to their children’s
needs. We did not observe systemic differences in age structure across the eight
focus groups, though as discussed in subsection 5.2 respondents in some focus
groups came more from peri-urban rather than core city areas. This is particularly
true for Hyderabad, where one of the focus group was conducted in the neighboring
area of Tando Adam which has significantly lower population density than any of
the other cities. As discussed in Section 2, urban life features new forms of social
organization that impacts all dimensions of our analysis, as elaborate further later.
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5.2 Narratives from the Field
“Who listens to the disadvantaged?” – Anjum Bibi, Hyderabad
As outlined in Section 4, both focus groups and surveys were designed to explore
the range of challenges inhibiting urban informal workers from achieving their full
economic potential to become productive members of society. We therefore
structured discussions around the themes mentioned earlier, which together form a
wholesome narrative covering perceptions of barriers to better livelihoods, attitudes
and opinions about various dimensions of known problems facing informal workers
living in cities of the developing world. While we find overall that much of the
following perspectives are in-line with findings from earlier studies. However, our
attempt to link narratives from fieldwork with theoretical perspectives discussed in
Section 2 and 3 helps add value to the literature and enables us to make evidencebased recommendations.
The following results are based on the combination of qualitative FGDs and
quantitative insights based on survey data, though only covering 40 informal
workers across four cities. While the selection of FGD participants is not
representative of urban informal workers in general, the randomly selected survey
respondents indeed represent FGD participants. In the interest of transparency, we
report all instances where fieldwork findings were found to be in direct contradiction
with stylized facts in the literature or results of earlier studies.

5.2.1 Access to Public Services
The association between the accessibility and quality of basic public services and the
productivity of individuals, communities and entire regions is well-documented in
the literature (see among others Resnik 2014). Earlier studies in Pakistan (discussed
in Section 3) find that access to quality healthcare and education services for
instance improves worker productivity, which is intuitively understandable (David
and Dorn 2013). However, there are a handful of studies that clearly documents the
specific and measureable ways in which improved public service delivery directly
impacts the wellbeing of formal or informal workers. We gained valuable
perspectives in this regard; mainly during FGDs where respondents discussed atlength their daily struggles in obtaining drinking water or the loss of productivity
due to power outages. In seven out of eight FGDs, the majority of respondents
confirmed by show of hand that service delivery issues trump everything else on
their list of problems.
The stand-out statement was expressed during one of the Sialkot FGDs where a
respondent said that “If there’s no health, there’s no wealth!” implying that having
an acceptable general health standard is a precondition for employment and
productivity. Most respondents complained that even though government hospitals
are supposed to provide free healthcare, they are perpetually overcrowded, understocked and have low capacity to provide quality healthcare. In some areas such as
naval colony in Karachi, there is apparently no accessible public sector hospital,
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clinic or even dispensary. Despite being unaffordable under most circumstances, in
acute situations families are forced to visit private hospitals, often taking out loans to
pay-off bills that are mostly collected in advance of service provision. Many
respondents even claimed to have avoided seeking private healthcare services
despite being in severe need for medical care.
In terms of education, similar claims of low quality public schooling emerged which
either forces parents to send children for private after-school tuitions or rely on
expensive private schools. Perhaps an artifact of the composition of respondents, it
was surprising to observe women’s enthusiasm and firm belief in the long-term
return of good education, even if it meant making tremendous sacrifices in the shortto medium-term. They often said that even if good education does not always result
in well-paying jobs, it makes their children “good citizens” and “more human,”
though this was considerably less clearly articulate during discussions with DW
with a newly formed organization
.

Private Vehicle

2.5

Public Transport

5
37.5

Home-Based

55

Walking
Mode Share (%)
Figure 1: Modal split of transportation

Similarly, the lack of accessible public or private transportation services severely
limit the size of the labor market pool, as traveling longer distances becomes
unfeasible (World Bank 2009). As shown in Figure 1, over half of surveyed women
or the vast majority of working women are simply walking to work. This finding is
broadly consistent with earlier studies based on survey data in Lahore (Malik 2015).
As a consequence, HBWs are both unable to purchase raw materials themselves or
access the market for selling goods and services whereas DWs are limited in their
ability to work at multiple locations simultaneously. Such incapacities directly
reduce their monthly income and force them to spend valuable working hours
walking long distances, thus also exposing them to street crimes and even sexual
abuse (Lucas 2012).
In the case of HBWs, Pakistan’s crippling power crisis was reported to cause serious
problems all around, but particularly for workers relying on electronic machinery
(e.g. sewing machines). Several women engaged in stitching handbags for a wellknown international brand complained that power cuts during daytime hours forces
them to cut down on sleep to achieve sales targets, which in turn makes them less
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productive. This provides another clear example of how poor public service delivery
can directly impact worker productivity and in the case of mothers, the wellbeing of
their children.
Regardless of their form and severity, the root cause of these problems is poor urban
local and higher-level governance across the country. Many respondents for instance
complained that rental lease agreements are either never signed or not honored by
landlords, both of which increase housing vulnerability. Similarly, despite complete
computerization and the provision of mobile national registration wagons, workers
in general face tremendous difficulties in obtaining National Identity Cards (NICs)
which are a prerequisite for obtaining formal sectors employment (e.g. background
checks), public services (e.g. water connections) or private services (e.g. mobile sim
cards). This problem is particularly acute for male family members, mainly due to
the lack of documented evidence for establishing residency or citizenship. In some
cases, respondents noted that such a nonregistered status creates problems such as in
admitting children to school, or in providing identification to law enforcement
officers.
Although beyond the scope of this study, we found that the nonexistence of
representative local government creates a tremendous vacuum in local power
structures, which in turn further disenfranchises informal workers particularly
women.

5.2.2 Women’s Agency
Inspired by Sen’s (1999) critical argument that women’s agency is an essential
precondition for wider development, we designed a series of questions intended to
better understand the extent to which (all female) respondents are independent and
empowered to take crucial decisions within families. We estimated women’s agency
by understanding the extent to which they have control or influence over the
following: their own bodies measured via incidence of contraception use, earning
through expenditure decisions and critical family decision such as marriage
decisions.
Decision making capacity

Control over earning
None
Hides Income

None

15
18

Partial

8
13
58

38 Advisory

Partial
Full

Full

28

23
Percent

Percent

Figure 2: Control over own earnings and decision making capacity on spending for women in the
household
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Even though the vast majority of respondents reported being the sole or main
breadwinner in their family, as shown in Figure 2 above, only 28 percent report
having full control over earnings and only 23% have full decision making capacity
over spending decisions. In other words, less than half of primary breadwinners
exercise their right to spend income on their own accord, which is widely
established as being inversely proportional to their agency within households
(Blumberg 1988). In addition, Hoddinott and Haddad (1995) besides several others
have demonstrated that giving greater spending powers to mothers results in
improved outcomes on children’s nutritional and socio-psychological needs. We
further tested agency by asking respondents to report the extent of their influence
over key family level decisions such as marriage or birth. Less than a quarter
reported having full decision making ability and the majority of the remainder are
only allowed to offer advice to the household head, which is a status mostly reserved
for men. In reference to family planning decisions, the vast majority reported not
being able to use contraception due to inaccessibility of products or restrictions
imposed by male partners.
Thus, we find overall that a combination of economic deprivation and socio-cultural
norms (e.g. social taboos) are significant barriers to women’s agency which directly
contributes to poorer overall welfare outcomes for both women and children.

5.2.3 Social-Professional Network Dynamics
Social capital theory (Putnam 2000) posits that stronger social networks allow even
the most economically disadvantaged groups to secure jobs and learn critical skills.
Particularly in urban communities, more so than stronger family ties workers are
likely to find employment opportunities through weaker extended networks of
acquaintances (Granovetter 1973). The FGD participants almost unanimously
confirmed this assertion, which we found to be more directly applicable to ruralurban migrants (as they tend to be newcomers within neighborhoods). While there is
considerably more socio-ethnic diversity in Karachi in comparison to other cities,
this dynamic was found to apply across the board. Respondents unanimously
reported word of mouth and direct referrals being the most potent method for
obtaining employment. We also found evidence of HomeNet’s employees, either
ostensibly or otherwise, embedding themselves within formally created worker
networks as mobilisers.
Due to fear of jealously potentially leading to retribution, respondents tend to rely
more on extended friendship networks for achieving professional aspirations. In
many cases however, we found entire extended families collaborating and even
synergizing efforts to maximize the scale of economic opportunities. For instance, in
one family’s case the male cousins purchase raw material (paid for by the worker)
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and act as middlemen through sales, whereas female HBWs take turns for collective
childcare thus freeing up work hours for others.
Other than a handful of tangible examples, the fieldwork methodology and the open
nature of worker networks prevented us from fully mapping out networks to
understand overall structures, and the frequency and intensity of interactions both
within and across worker networks. As is typical in FGD settings, at times we
witnessed social hierarchies on display within groups whereby more vocal
participants continuously dominated discussion due to higher status associated with
age or income level.
In some cases, we found evidence of negative social capital (Wacquant 1998)
whereby typically younger women reported having their families impose “undue
restrictions” on their professional activities. This was particularly true for smaller
communities, where women workers are viewed as being less “honorable” after
deciding to venture out of their homes. This is one of the chief reasons why most of
them prefer remaining HBWs over other formal or informal jobs, even if they offer
prospects for better salaries and benefits.

Home-Based Workers

Domestic Workers

Scenario A – Single entry point

Scenario A – Network-free random searches

Begins with middleman A,
engaging worker B within
community C.
After the news spreads, other
workers approach worker B after
which middleman A expands
operations in the community.
Both middleman A and worker B
receive their “cuts” in proceeds.

There are no worker networks of any
kind in effect.
Workers randomly search for work,
ringing bells from door to door.
This is likely more applicable for
those who are newer to the
community, or in the job market.

Scenario B – Changing status quo

Scenario B – Worker group formation

Middleman A dominates
community C by being the sole
operator.
Several workers come together to
form an informal association to
negotiate better prices.
Eventually, they eliminate
middleman A’s role and directly
sell products for greater profit
margins.

Form worker groups with neighbors,
relatives or friends in the city.
Unsystematically provide references
and other critical information via
word-of-mouth.
Routinely become each other’s
guarantors for job confirmation.
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Scenario C – Veil of privacy

Scenario C – Middlemen in operation

Middleman A operates in
Community C by being the sole
operator.
Information flows are controlled, so
he negotiates individualized prices
with each worker.
Equilibrium stability is achieved.

Although not reported in fieldwork,
middlemen could play an active role.
Private sector employment agencies,
on the www.care.com model, send
scouts for recruiting potential
workers (emerging and limited
practice).

Table 3: Various scenarios of network utility for job searching

Before discussing the details of informal workers’ livelihoods impact household
economics and the wellbeing of entire families, Table 3 summarizes various
scenarios through which HBWs and DWs are likely to livelihoods opportunities.
While merely for illustrative purposes and far from being representative of informal
workers in general, they provide details of how network structures help workers
achieve arguably their most critical objective, i.e. finding work. With the exception
of Scenario C under the DW column, which is based on the authors’ p ersonal
experiences, all scenarios were obtained from the FGDs. While there are a plethora
of possible paths, the end objective of getting a stable and paying job remains the
common thread.

5.2.4 Livelihoods
At the heart of many problems facing informal workers is the lack of adequate
financial resources to improve their family’s wellbeing. We hypothesize that
availability of great disposable income, ceteris paribus, would help workers improve
access to service delivery and would thus stimulate further improvements in network
access, nondiscrimination in the workplace and improvements in sales prices. For
this reason, as elaborated further in Section 6, we argue that programing directed
toward improving livelihoods, both in terms of compensation and benefits would be
an efficient use of limited resources.
Type of Payment

Monthly Wage (PKR)
10,000

1

Advance

7,000-9,000

Monthly

23

Daily

3
5

4,000-7,000

15

2,000-4,000

2
73

Piece Rate

26

1,000-2,000

31

<1,000
0

20

40
Percent

60

21

80
Percent

Figure 3: Female informal workers versus husbands’ work type
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Our fieldwork reconfirms that female informal workers are increasingly vulnerable
to discrimination in the form of lower compensation levels and worse access to
public services such as transportation (as compared to formal counterparts). Given
the prevalence of relatively conservative values, women are generally discouraged
from venturing out of their homes, particularly without close family male
accompaniment. Most respondents reported overcoming their inherent reluctance
due to economic compulsions, with one worker saying that “compulsions force
people to change.” We also found that younger women in general are perceived as
being more susceptible to these problems. With the exception of Sialkot, the
majority of respondents believe that despite some problems they are able to access
jobs by commuting alone. However, DWs reported rampant discrimination by public
transport drivers who at times refuse them reserved front-row seats for women due
to their “lowly” status in society. Some women reported receive harassing “stares”
and “unwanted verbal advances” despite wearing full-body niqabs.
Overall, as shown in Figure 3 above, both HBWs and DWs receive extremely low
levels of compensation as pay raises have not kept up with inflation over the last
several years, which has adversely affected disposable income levels. For instance,
during FGDs some HBWs reported receiving merely US$ 0.15 (PKR 10) for
stitching a dozen purses, not including input costs of purchasing thread, whereas
some DWs report earning as less as US$10 (PKR 10) per month for cleaning or
laundry services. While compensation rates vary by city and more affluent clients
offer better compensations, in absolute terms these rates are in clear violation of the
incompletely enforced minimum wage regulations. Both categories of workers also
reported frequent delays in payments, as most work is performed in advance of
being paid and they are at the mercy of employers or middlemen to provide pay
them off on time. This creates severe liquidity problems within their households,
often forcing them to undertake high interest lending from loan sharks!
Despite being members of organized groups of informal workers, most women were
found unaware of basic worker rights under local and international conventions.
This is at least partly due to the fact that such rights are seldom extended to even
well paid formal sector employees, let alone those operating in the informal cashbased economy. For instance, one woman reported seriously injuring herself during
house cleaning, following which not only did she not receive any compensation, but
her employer expected her to continue working after a ten minute break. In the
absence of written contracts or occupational hazard protections, DWs are highly
vulnerable to the negative consequences of such hazards.

5.2.5 Worker Cooperatives
As discussed in Section 2, local nonprofits are actively engaged in interventions to
create worker organizations. This is based on the assumption that collective action
would help informal workers gain access to much needed public resources along
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with better salaries. During fieldwork we discovered that the vast majority of
workers view such networks or organizations positively, with hardly any negative
points reported. As discussed in Section 2, Olson’s (1969) seminal work reminds us
that the effectiveness of collective action in creating win-win situations for all group
members depends on the size and homogeneity of groups. It follows that the
complexity of the group’s structure increases costs of coordination and thus
incentivizes cheating the cartel like structure. Despite probing, we did not find any
clear evidence of this kind of prisoner’s dilemma situation playing out in the realworld.
Workers report that in the main, HomeNet organized collective bargaining systems
have helped establish more favorable prices, both with vendors providing raw
materials and middlemen purchasing finished goods. In other cases where such
group formation has not occurred, particularly in Hyderabad’s Tando Jam region,
women have organized self-help initiatives by unsuccessfully attempting to
eliminate middlemen. However, their limited scale does not command sufficient
market power to be successful in creating beneficial outcomes on their own. To the
contrary, according to an estimate by respondents, a single middleman can service
up to 50 percent of all HBWs within neighborhoods in Tando Jam in Hyderabad
district. Basically, we find that the large number of homogenous competing
suppliers (i.e. HBWs) in the market and the lack of any credible punishment
mechanism (for cheaters) prohibit the creation of successful organizational forms.
This discussion lends favorable weight to HomeNet’s ongoing activities that are
clearly succeeding in creating more awareness among semi-literate HBWs, helping
them gain marketable skillsets and directly benefiting them by agreeing on favorable
rates from the market. As discussed in Section 6, this implies that the potential
creation of worker centers that institutionalize such initiatives would likely boost
welfare.

5.3 Concluding Thoughts
Overall, our analysis reconfirms the key assertion made in Section 1, i.e. there exists
a tremendous gap between defacto and dejure for Pakistan’s urban informal
workers. While all types of workers on-paper enjoy social protections and basic
rights, in reality the poor governance system is failing to turn theoretical rights into
practical protections. The nonexistence of empowered local governments, coupled
with general economic depravity and social inequalities, is exacerbating the already
grim outlook. Given that nongovernment development actors, such as donors,
multilaterals and nonprofits, have limited power to undertake deeper governance
reforms, in the following section we highlight a plethora of short- and long-term
measures that could help improve the lives of urban informal workers.
Across all the main themes highlight within subsection 5.2, we found systematic
differences between HBWs and DWs in Pakistan even though the focus of our
attention was on HBWs. HBWs in general are relatively less vulnerable due to
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higher educational and skills attainment levels, not to mention being part of
international value chains which makes them less informal than their DW
counterparts. By starting small, we can learn, adapt and scale-up interventions to
maximize outcomes on the ground, even while we are simultaneously advocating for
greater legal and regulatory protections. Without a robust and flexible learning
agenda however, future interventions are unlikely to succeed in achieving this
penultimate objective, i.e. improving the lives and working conditions of urban
informal workers by making them more productive members of society.
It is also clear from our analysis that the availability of organized worker
cooperatives is associated positively with better income levels and social
protections. This supports the creation of more worker cooperatives supporting
DWs, which is perhaps the most vulnerable group of informal workers in urban
areas. At least in the short-term, we argue that cooperatives can achieve limited
results toward improving service delivery standards through better local level
governance and coordination. This and other such ideas are operationalized into
recommendations in the following section.

31

Women in Pakistan's Urban Informal Economy
Vulnerabilities, Opportunities and Policy Solutions

Chapter 6
Recommendations

The

ROCKEFELLER
FOUNDATION

ASIA
DEVELOPMENT

DIALOGUE

6. Recommendations
As stated in Section 3, the bulk of ongoing programming for urban informal workers
focuses on advocacy for better legal protections, followed by an emphasis on
creating worker cooperatives and undertaking skills trainings. We conclude from our
analysis however that Pakistan’s informal workers require more comprehensive
programmatic approaches containing a series of short- and long-term steps alongside
more rigorous evidence-based research on underlying risks and vulnerabilities
affecting beneficiaries. Each implementation project should ideally have a robust
learning agenda, which we find to be a major gap in Pakistan. In addition, we argue
that advocacy for greater legal protections is a necessary but insufficient condition
for improving workers’ quality of life and transforming their economic status in
society from burden to asset. The penultimate objective for any activity should be
achieving marked improvement in the livelihoods of informal workers, which would
also positively impact worker productivity and thus overall wellbeing of urban local
economies.
Although a plethora of studies have explored various aspects of informality (see
Section 5) there are still glaring gaps in our understanding of the causes and
consequences of persistent informal economies. In this section, we offer a roadmap
for answering several key questions: Should we encourage more donor sponsored
skills development and market diversification programs? Would the creation of self help based collective action cooperatives necessarily ameliorate rampant
exploitation? What public services, if improved adequately, would have the greatest
magnitude of positive impact on worker livelihoods? And should development
programs even aim to reform societal (e.g. cultural values) or governmental (e.g.
service delivery units) institutions? In addition, through research we must also
attempt to uncover broader trends and patterns across geographical and political
contexts. This might also help reveal associations between socioeconomic
conditions, worker livelihoods and social protection needs.
The deeper objective of this approach is to ensure that development funding is
leveraged by prioritizing the most impactful and appropriate parts of the system. We
therefore propose a range of recommendations ranging from research oriented pilot
studies to traditional advocacy efforts based on concrete findings obtained from
studies. Having said this, there are a number of governance reforms which are
beyond the scope of outside interventions, these are included but not limited to
improving justice systems and contract enforcement systems, improve local
governance systems through decentralization and devolution, develop better social
institutions such as trust and compassion, and change cultural norms towards
women’s limited role in society.
But within the confines of practical possibilities, before implementing large-scale
programs, it is critical to undertake iterative learning processes involving real-time
optimization of intervention strategies for improved efficiency. For instance, such a
33

process could be followed to test the efficacy of potentially increasing private sector
involvement in such programs, which could be done through partnerships with
employment agencies dealing with DWs in large cities. It is however vital to
remember that an intervention design that works in one city cannot simply be
replicated in another without compromising the possibility of success.

6.1 Design, Implement, Learn and Adapt from Pilot Projects
We argue that each city and other units of analysis have their own unique
characteristics impacting social and economic conditions of informal workers. This
necessitates adaptive and flexible programs customized to requirements on the
ground, even though they should always be based on certain principals obtained
from evidence-based stylized facts. We therefore propose undertaking pilot projects
at the neighborhood level in urban Pakistan, ideally with a treatment and control
group each spread across two provinces. The introduction of worker centers33within
selected neighborhoods, with active participation from a variety of stakeholders if at
all possible, appears to be the most obvious way forward for such an approach. In
many countries, including the United States, such centers serve as community
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According to the Economic Policy Institute (2015), in the workers centers in the United States are
community-based organizations that typically provide a combination of services, advocacy, and
organizing for low-wage workers. Furthermore, “these centers – most with five or fewer staff
members and small budgets – compel employers to treat workers better and improve conditions on
the job through campaigns that usually lobby local governments or companies for safer worksites,
recovery of unpaid wages and enforcement of labor laws.” By relying on tactics of militant minority
mobilization instead of unionized majorities, many of these centers have successfully improved
conditions for low-wage workers who are often swept to the margins of the U.S. workforce. Source:
http://www.epi.org/files/page/ -/old/newsroom/releases/2006/02/060215workercenterpr-final.pdf

support mechanisms for vulnerable workers and provide skills training, childcare
support and some healthcare facilities.
From a learning perspective, we recommend setting up a field experiment involving
two highly similar and manageable neighborhood level communities in urban
Pakistan. In order to test the various hypotheses introduced earlier, one of the
communities will receive the intervention of a worker center whereas field
observations and data collection would be undertaken on both groups over a oneyear period. The impact of the intervention will be observed on workers’ wellbeing,
including detailed analyses on the channels through which potential benefits might
accrue. In particular, we ask: does the worker center model that is known to be
successful in some contexts succeeded in Pakistan? What are the chief constraints
inhibiting effective implementation? And how doe s the intervention create positive
outcomes for workers?
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Following are the proposed steps that would be undertaken for such a learning
centric pilot project to succeed:
1. Pre-intervention Survey to be completed in three potential parts of town
that will then lead to the identification of two suitable sites where most
neighbors (read HBWs) are engaged in the same or similar production
processes. This survey will obtain qualitative perspectives, such as opinions
or attitudes, on key socioeconomic dimensions along with a clear
understanding of livelihood value chains (e.g. role of middlemen, value
addition at each stage of the process).
2. Local government buy-in should be obtained at the earliest possible stage,
preferably by way of engaging officials at the pre -planning stages that could
allow them to make substantive impacts on intervention design that could
potentially help them better understand the status quo.
3. Coalition Building; no intervention can succeed without clear commitment
from other stakeholders on the ground, which in this case will prominently
feature local government authorities, community leaders, and service
providers. The purpose at this stage would be to undertake inclusive
community driven planning for the worker center, thereby creating
something that directly improves livelihoods. This would also likely involve
a political economy analysis of the dynamics at play within the group.
4. Intervention completion should be done in a timely and comprehensive
manner to make sure that the most frequently reported service offerings are
provided. These included skills training, general advocacy, collective
bargaining, childcare support, round-the-clock power supply, freely available
drinking water services and potentially some machinery catering to
requirements of specific regions. A critical part of this step would be to
support newly created worker cooperatives to achieve desirable outcomes
such as better market prices for their goods and services.
5. Learning outcomes such as journal articles and case studies should then be
widely circulated among the development practitioner community at-large.
These products should be designed to work as feedback loops, allowing
program managers to have greater flexibility to implement changes on the
ground.
The key determinant of success in this approach would be the ability to design
effective systems that would allow program managers to observe patterns of
outcomes and then improvising intervention approaches in real-time (Andrews et al.
2013). Implementing such an approach would likely require stronger commitment
by governments and intervening parties as they would likely need to face political
pressures from the incumbents who benefit from the status quo.
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Overall, given the magnitude of the unknown in terms of the intended and
unintended consequences of potential interventions, adaptive programming
approaches could prove highly beneficial. In other words, by viewing the informal
economy as a complex system, we can employ systems thinking to better target
scarce resources for maximizing results.

6.2 Suggestions for Interventions
In this section, we provide a series of ideas for potential implementation by
international or national nonprofits, government agencies or other entities such as
private foundations interested in improving conditions of urban informal workers.
Some of the potential interventions suggested in this subsection could be low-cost
and relatively easy to implement, with short- to medium-term benefits. All of these
would result in direct benefit to informal workers.
x
We find that ongoing efforts to create worker cooperatives produce tangible
benefits to informal workers. A significant scaling up of worker
cooperatives, particularly if customized to each place of operation, would
likely produce significant improvements in worker wellbeing. In particular,
the provision of safe community spaces for women would enable them to
solidify network strength, free-up time for productive activity and
importantly, collectively negotiate better compensation levels.
x
Many informal workers reported facing significant barriers in obtaining
national registration documentation, which is an increasingly important
prerequisite for accessing services and jobs market. This problem is
particularly acute for women, who in general have lower proportions of birth
registration records. Both men and women often lack documentary evidence
establishing family trees, proving residency or nationality statuses, and
registration requirements are too stringent to accommodation special cases.
In Pakistan, interventions could be designed that would partner with the
National Database Registration Authority (NADRA) to create specialty
registration procedures for women facing these challenges, where affidavits
from community and family members could perhaps substitute documentary
proofs.
x
The use of social media and technology could also offer a silver lining for
informal workers by enabling better information flow; thus curtailing
information asymmetries and rent-seeking (Stiglitz and Edlin 1992). For
instance, private or nonprofit organizations could introduce an online rating
system (such as Yelp) that would connect HBWs with purchasing agents and
DWs with more affluent households as potential employers. This could
eventually eliminate margins being currently earned by middlemen,
improving efficiency for firms and income for workers. Similarly, any
websites that encourage eBay or Amazon like crowd-sourced buying and
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selling would enable workers to directly sell goods to buyers. Through this
model, HBWs could potentially export handbags or hand stitched shoes
directly to buyers in western countries.
Having discussed these potential direct interventions, there are also several
potentially potent risks or challenges associated with their implementation in
Pakistan. First, despite widespread smartphone penetration the generally low levels
of educational attainment reduce the potential for information flow enabling services
discussed earlier. Second, the non-availability of online payment systems such as
Paypal significantly increases transaction costs and risks, thereby reducing the
potential volume of orders. But the rapidly growing mobile payment systems could
work as an alternative, probably through partnerships with telecoms.
In conclusion, in this subsection we have detailed more practical ideas for
interventions that directly benefit workers but have grounded them within the
realities of the real-world.

6.3 Future Research Agenda
In addition to the pilot project learning idea outlines in subsection 6.1, and building
on detailed studies documenting informal worker value chains, donor agencies and
their nonprofit implementers must allocate resources to study the prospects of more
customized problem-solving approaches. In this subsection, we discuss ways in
which this target could be achieved mainly through rigorous field based research
work that operationalizes conceptual frameworks to improve the efficiency of
program delivery and thus create better outcomes for informal workers.
While several studies cited in Sections 2 and 3 discuss value chains at length, we
have yet to see quantitatively robust models estimating the extent of rent-seeking
that is so obviously prevalent in the informal economy. By putting dollar amounts to
the deadweight loss associated with the status quo could perhaps incentivize
government agencies to prioritize the plight of informal workers. For instance,
government officials might realize that instead of simply forcing workers to enter
the formal economy to their detriment (i.e. register and enter the tax net) there are
perhaps more nuanced ways to reduce rent-seeking and transferring rents into the
public exchequer. The prospects for this to occur however are heavily dependent on
local political economies, which need to be better understood by designers of
interventions.
Similarly, within provincial government structures in Pakistan, which are mainly
responsible for labor affairs, the Departments of Labor simply do not command
adequate levels of clout to influence industrial or economic policies. As was
reported during interviews, in the trade-off between worker protection and economic
growth, the former is often compromised in favor of the interest of the industrialist
elite. From the politicians’ perspective, securing support from chambe rs of
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commerce is tremendously beneficial in securing crucial campaign funding for
reelection. The existing momentum towards creating more worker cooperatives is
positive, though as discussed in Section 2 their ability to produce tangible benefits
for workers remains mainly untested. Future studies should carefully examine the
worker cooperative model of worker organization and suggest meaningful
improvements for the future.
But regardless of the extent of their true impact, we can conclude that workers are
qualitatively better off by being part of such organizations. However, all existing
worker cooperatives focus exclusively on HBWs and thus ignoring millions of
highly vulnerable DWs, which is a less homogenous group. The peculiar nature of
DW’s problems (see subsection 5.3) demands future research to undertake more
detailed analyses of their underlying challenges that are rooted in deeper
sociocultural, ethnic, religious and economic issues. For instance, we found that
their low-skilled job status not only results in lower hourly wages but women’s
necessity to venture out of their homes makes them significantly more vulnerable to
serious abuse.
In addition, while our fieldwork did not hone into this critical social issue, more
studies are required to uncover the hidden darker side of the informal economy
where child labor is prevalent. In the DW sector for instance, Pakistan’s urban
middle- and upper-middle classes despite high levels of education by in-large still
continue to tolerate this practice, which is more prevalent in southern Punjab and
Sindh provinces. For HBWs involved in international value chains such as Adidas
and Nike football sewing workers, such practices were almost completely eliminated
following FIFA’s ban on the import of Pakistani footb alls (Naseem 2012). While the
need for adherence to international standards and the economic losses associated
with noncompliance create incentives for some firms to alter discriminatory
practices, this is far from being a sustainable and scalable model.
During the next several years, a plethora of development actors will continue to
offer programs benefiting informal workers. And barring any unexpected exogenous
shocks in particular places, in the main we are likely to witness the continuation of
the status quo vis-à-vis the interests and postures of various stakeholders. Given
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