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Management Summary

The informal economy refers to economic activities that occur outside the formal and
legal framework. These activities are not recorded in national accounts and typically
include businesses that lack permits, insurance coverage, and tax obligations.
Informal jobs generally lack formal contracts, social insurance, and retirement
benefits, and are commonly found in the service, manufacturing, and trade sectors.
Due to their lack of legal registration, these jobs are not included in official statistics.
Examples include micro and traditional businesses, street vendors, freelancers, and
jobs related to agriculture and industry.This segment of the economy encompasses
a significant portion of economic activity. Through unfair competition, it undermines
the quality and sustainability of formal jobs. It also leads to reduced government tax
revenues, a decline in public services, and market disorder, significantly impacting
formal businesses.According to data from the World Economic Forum, more than
half of the world’s workforce is engaged in informal employment. The International
Monetary Fund (IMF) has also reported that about 60% of workers are employed in
informal jobs. These statistics indicate that approximately 4 out of 5 businesses
worldwide are not formally registered. Research by the IMF shows that the informal
economy accounts for an average of 35% of the gross domestic product (GDP) in low-
and middle-income countries, compared to 15% in advanced economies.

In Iran, the informal economy is an old phenomenon but has expanded in recent
years due to economic challenges, unemployment, and sanctions. Measuring the
informal economy is difficult, and different sources provide varying statistics.
However, one indicator of the informal economy’s state is the level of informal
employment. According to the World Bank, informal employment accounts for about
60% of total employment in Iran. Reports from Iran’s Statistical Center indicate that
the informal economy in the country has a share of 25% in agriculture, 38% in
industry, and 37% in services.

According to some approaches,strengthening the informal economy can be
considered as a substitute for development programs. In general, due to the negative
impact of the informal economy on the development process, it is necessary to
control it.Addressing the challenges associated with the informal economy requires
a comprehensive and multifaceted approach across economic, legislative, judicial,
cultural, and social domains.
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