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ABSTRACT  

his study focused on the role the 

informal sector is expected to play in 

the sustainable development of the 

Nigerian economy. Even though the informal 

sector accounts for about 21 percent of total 

employment in sub-Saharan African countries 

(ECA, 2005) and about 38 percent of the Gross 

Domestic Product in Nigeria (FOS, 1999), the 

sector is observed to have suffered general 

negligence in the development policies and 

national accounting of Nigeria. This 

background informed the need to investigate 

the role of the informal sector in the 

sustainable development of Nigerian economy. 

The methodology adopted for the study was 

the secondary data obtained from the survey of 

the Nigerian informal sector carried out by the 

Central Bank of Nigeria (CBN) in collaboration 

with the then Federal Office of Statistics (FOS) 

and the Nigerian Institute of Social and 

Economic Research (NISER). The result of the 

study shows that the informal sector is 

continuously expanding in developing 

countries, and has been providing employment 

and income to the teaming poor. The activities 

of the sector have been largely characterized by 

low entry requirements, small-scale 

operations, skills acquired outside of formal 
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Introduction: 

A collaborative workshop of 

the Central Bank of Nigeria 

(CBN) and the Nigerian 

Institute of Social and 

Economic Research (NISER) 

in 2001 defines the informal 

sector as that which operates 

without binding official 

regulations and operating 

under official regulations 

that do not compel rendition 

of official returns on its 

operations or production 

process. Becker (2004) 

defines the informal sector 

as the unregulated, non-

formal portion of the market 

economy that produced 

goods and services for sale or 

for other forms of 

remuneration. In effect, the 

term informal economy as, it 

is often used to denote 

informal sector, refers to all 

economic activities by 

workers and economic units 

that are not covered or are 

insufficiently covered by 
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education, and labor-intensive methods of production. The sector is defined 

according to different classifications in terms of activity, employment category, 

location of actors, income and employment enhancing potential and has been 

extended to dominant informal manufacturing activities in food, beverages, and 

tobacco production. The informal sector has the potential to provide the needed 

impetus for employment generation and sustainable development. The existing 

policy responses to growth of the informal sector should be intensified. The study 

recommends:  Emphasis on the informal sector’s role in Nigeria’s development 

policies, financial and technical support of identifiable informal-sector activities 

such as, retail trade, small-scale home-based manufacturing activities and 

services, scholars to understand existing gaps in the economic use of the informal 

sector in Nigeria and other African countries,  skills development for 

informal sector operators, provision of credit facilities to the operators and the 

supply of electricity to enhance the performance of the sector. 

 

Keywords: Informal sector, Sustainable development, Nigerian economy. 

 

Introduction 

ormal arrangements. The informal economy is largely characterized by: low 

entry requirements in terms of capital and professional qualifications; small 

scale of operations; skills often acquired outside of formal education; and, 

labor-intensive methods of production and adapted technology. Due to observed 

heterogeneous nature of the informal economy, numerous definitions have been 

elaborated according to different classifications in terms of activity, employment 

category, location of actors, and income and employment enhancing potential. 

The informal sector consists of units engaged in the production of goods and 

services with the primary objective of generating employment and incomes to 

the persons involved. These units typically operate at a low level of organization, 

with little or no division between labor and capital as factors of production and 

on a small scale. (International Conference of Labor Statisticians, 1993).  

The CBN/NISER workshop asserts that in general terms, an informal sector 

activity consists of enterprises which renders no account to any statutory bodies. 

Such enterprises comprise heterogeneous set of activities. Characteristically, the 

activities cover almost every field of economic activity, ranging from petty 

trading and personal services to informal construction, transport, money lending, 

manufacturing, and repairs. The operators are generally of low level of education 

f 
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and risk takers. The importance of the informal sector in the sustainable 

development process has been continuously neglected in Nigeria. Becker (2004) 

asserts that the surplus labor in developing economies would be absorbed by the 

formal sector while the informal sector will fade away. It was then therefore, 

assumed that the informal sector which comprised of petty traders, small-scale 

producers and a range of casual jobs would eventually be absorbed into the 

formal economy and subsequently disappear.  

On the contrary however, the first International Labor Organization’s mission to 

Africa in 1972 asserts that the informal sector’s activities are unrecognized, 

unrecorded, unprotected, and unregulated by the public authorities, it has both 

persisted and expanded. The sector is also not confined to marginal activities but 

included profitable enterprises in manufacturing. It is on this background that 

this study aimed to investigate the role of the informal sector as a significant 

activity sector capable of impacting positively the sustainable development of the 

Nigerian economy. The study focuses on the investigation of the roles, challenges, 

classification, and the effective performance of the informal sector in the Nigerian 

economy. The following questions were addressed in this study: What roles does 

the informal sector play in the sustainable development in Nigeria?  How can the 

informal sector be classified? What are the informal sector approaches to 

sustainable development of Nigerian economy?  What are the informal sector 

policies for sustainable development in Nigeria? 

Using some survey data from the Central Bank of Nigeria (CBN), in collaboration 

with the Federal Office of Statistics (FOS), now National Bureau of Statistics 

(NBS), and Nigeria Institute for Social and Economic Research (NISER), we 

examine the economic significance of the informal sector with specific emphasis 

on income and employment generation in the Nigerian economy.  

 

Methodology 

The methodology adopted looked at the available literature on such relevant 

issues as definitions and characteristics of the informal sector in general and 

specifically, in Nigeria. The role of the informal sector in sustainable 

development, its size and composition in Nigeria and the policy responses to the 

informal sector were outlined. The aim is to gather information that aid in basic 

understanding of the informal sector and its role in sustainable development in 

Nigeria.  
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Literature Review 

Role of the Informal Sector in the sustainable development of Nigeria 

The significant roles of the informal sector in the sustainable development of the 

countries’ economies includes the stimulation of the growth of the market 

economy, promotion of a flexible labor market, promotion of productive 

activities, and the absorption of the retrenched labor from the formal sector. 

Others claim that informal labor has become a convenient means of pursuing the 

global agenda of privatization and liberalization (Amin, 2002).  The informal 

economy is increasing with modern, industrial growth – accounting for more 

than half of the new jobs in Latin America and 80 percent of new jobs in Africa. 

In India, more than 90 percent of the labor force is in it. It is a feature of economic 

transition as well as capitalist industrialization. Virtually everywhere the 

informal sector is efficient and resilient, creating jobs. It is a major provider of 

employment, goods and services for lower-income groups. It contributes 

significantly to GDP. It exists separately from the formal sector but linked to it as 

it produces for, trades with, distributes for, and provides services to the formal 

sector. It represents a reserve pool of surplus labor. 

Much of the recent rise in informality reflects the decline in formal employment 

associated with structural adjustment and global competition. It reflects not only 

the incapacity of formal firms to absorb labor, but also their unwillingness to do 

so.  

There is a perception that most of the operators in the informal sector are 

entrepreneurs, unregistered enterprises seeking to avoid regulation and 

taxation, it should not be equated with the criminal or illegal operation. It is made 

up of non-standard wage workers as well as entrepreneurs and self-employed 

persons producing legal goods and services. Most entrepreneurs and the self-

employed are amenable to, and would welcome, efforts to reduce barriers to 

registration and related transaction costs and to increase benefits from 

regulation. Most non-standard workers would also welcome more stable jobs and 

workers´ rights. Work in the informal economy is comprised mostly of survival 

activities and thus is not a subject for economic policy. 

Informal enterprises include not only survival activities but also stable 

enterprises and dynamic growing businesses. All informal enterprises are 

affected by economic policies. It comprises mainly of unregistered business and 

informal jobs, including employees of informal firms, casual day laborers, and 

domestic workers as well as industrial out-workers and other non-standard 
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workers in both informal and formal firms. It comprises mostly of street traders 

and very small-scale producers. It is made up of a wide range of informal 

arrangements- both resilient old forms and emerging new ones” (temporary and 

part-time jobs plus home-based work for high technology industries). Its two 

basic segments are informal enterprises and informal jobs. It is unregulated.  

Regulations become a tool of harassment and control, not a way to encourage 

economic contributions of street vendors. On the other hand, the employers of 

most informal workers often seek to avoid complying with labor legislation. 

Because it is unregulated and untaxed, many working in the informal sector are 

wealthy. Average incomes are lower in the informal economy than in the formal 

economy. A higher percentage of people working in the informal economy are 

micro entrepreneurs who hire others. The poorest are, typically, informal wage-

workers, especially industrial out-workers. To regulate the informal economy is 

unnecessary interference in its operations. In today’s globalized economy, the 

active role of government is needed in the regulation of all economic activities. 

Clear rules and appropriate legislations are needed to regulate the relationship 

between governments, foreign investors, local enterprises, and the workforce.  

Criminals are a threat to business interests of both formal and informal 

enterprises. It does not contribute to economic growth. Informal sector 

contributes substantially to the economy and needs to be encouraged and 

facilitated. According to Becker (2004) informal activities often transit to formal 

status, depending on the nature of formal economic environment. Djankov et al 

(2002) presents a matrix illustrating the fact that transition from an informal to 

a formal status is gradual. They believe that it is important to initiate the relevant 

processes that could assist the enterprises to reach a more formal existence for 

the benefit of the economy.  

Contrary to the predictions of many economists that were influenced by the 

conceptions of Arthur Lewis, the informal sectors in developing countries appear 

to have been steadily growing in recent times. The observed huge pool of the 

jobless community has decided to create its own source of livelihood in order to 

survive. As a result, the informal sector is increasingly being referred to as the 

informal economy, so that informality can no longer be confined to a specific 

sector of economic activity. Economists now recognize the fact that informal 

sector activities cut across many sectors. The term informal economy also 

emphasizes the existence of a continuum from the informal to the formal ends of 

a given economy and thus, the interdependence between informal and formal 
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economic activities. Economists, and other observers at large, have cited some 

eight interrelated reasons for the growth of the informal economy as follows (De 

Soto, 2000; ILO, 2002): 

1. Limited absorption of surplus labor. It was observed that the limited 

capacity of agriculture and the formal economy to absorb surplus labor, in 

addition to increasing number of job seekers, has boosted the size of the 

informal economy. In countries such as Nigeria, with increasing rates of 

population growth or urbanization, the informal economy tends to be able 

to absorb most of the surplus labor, especially in urban areas. 

2. Barriers of entry into the formal economy. The formal sector in most 

developing countries are so saturated that new entrants find it difficult to 

find opportunities. Barriers to entry are often in the form of monopolistic 

practices of the actors in the formal sector. 

3. Weak Institutions. The weak capability of formal institutions to provide 

education, training, and infrastructure, as well as other incentives for 

structural reforms also contributed to the growth of the informal 

economy. 

4. Redundancies. The structural adjustment programs that were introduced 

in developing countries in the 1980s and 1990s appear to have fueled the 

growth of informal economy in such countries. The observed 

disappearance of public sector jobs, as well as closure of uncompetitive 

businesses forced many laid-off workers to find alternative means of 

survival through the informal economy. 

5. Favoring of Capital over Labor. Global integration, encouraging foreign 

companies to move across borders, has not been helping in the absorption 

of the surplus labor. The integration has constantly favored capital over 

labor, especially lower-skilled workers that find it difficult to migrate. 

Ultimately, these workers must find alternative sources of employment in 

the informal economy. 

6. Demand for Low-Cost Goods and Services. Urban migration and 

consequent demand for low-cost goods and services have also helped to 

boost the growth of the informal economy. 

7. Uncommitted Governments. Many governments of the developing 

economies appear to be very much unaware of the economic significance 

of the informal economy and, as such, are not committed to it. They often 

believe that the informal economy will eventually die out, as predicted by 
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Arthur Lewis. The result is an informal economy that has few government 

obstacles for its growth. 

8. Economic Hardship and Poverty. Rural-urban migration, due mainly to 

poverty and lack of public utilities, have contributed significantly to 

growth of the informal economy. Lack of appropriate mechanisms that 

would have contributed to absorption of labor force into the national 

economy has resulted in bulk of the employment being taking care of by 

the informal economy in the developing countries.  

 

Classification of the Informal Sector 

Becker (2004) defines the informal sector as the unregulated, non-formal portion 
of the market economy that produced goods and services for sale or for other 
forms of remuneration. In effect, the term informal sector, refers to all economic 
activities by workers and economic units that are not covered or are insufficiently 
covered by formal arrangements. The informal sector is largely characterized by: 
low entry requirements in terms of capital and professional qualifications; small 
scale of operations; skills often acquired outside of formal education; labor-
intensive methods of production and adapted technology. Due to observed 
heterogeneous nature of the informal sector, numerous definitions have been 
elaborated according to different classifications in terms of activity, employment 
category, location of actors, income and employment enhancing potential. By this 
definition, the informal sector consists of units engaged in the production of 
goods and services with the primary objective of generating employment and 
incomes to the persons involved. These units typically operate at a low level of 
organization, with little or no division between labor and capital as factors of 
production and on a small scale. (International Conference of Labor Statisticians, 
1993). 
 

Informal sector by Employment Categories: 

Informal employment comprises of both self-and wage-employment that are 
usually not recognized, regulated, or protected by legal or regulatory 
frameworks. Informal sector has been identified according to the following 
employment categories (Amin, 2002; ILO, 2002, 2003; World bank, 2003): 

i. Self-employment, including own-account workers, heads of family 

businesses, and unpaid family workers. 

ii. Wage workers, including employees of informal enterprises, casual 

workers without a fixed employer, home workers, paid domestic 

workers, temporary and part-time workers, and unregistered workers. 
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iii. Employers, including owners and owner operators of informal 

enterprises.  

 

Informal sector by Income and Employment Enhancing Potential: 

This definition recognizes the heterogeneous nature of the informal sector. The 

definition identifies the informal sector as comprising of enterprises or work 

with growing market demand that reflect high income-elasticity of demand, such 

as tourism services, and those that reflect low income-elasticity of demand, such 

as barbing services. (Oberay et al, 2001; ILO, 2002) classifies the informal sector 

into three main segments including:  

(i) enterprises with the potential of becoming a significant contributor to 

national economy and that take up informal economic activities 

because of their potential for generating growth or wealth. These 

enterprises can be linked to organized and emerging national or 

international markets; 

(ii) individuals or households who take up informal activities for survival 

purposes. Factors attracting these individuals include relative ease of 

entry, reliance on local resources, and minimum capital investment 

requirements; 

(iii) individuals that devote part-time to informal activities while working 

elsewhere, because of incidence of low and irregular salaries. 

 

Informal Sector Approaches to sustainable development in Nigeria 

Chen (2004) outlines three basic approaches for the explanation of the informal 

sector: 

1. The Dualist School Approach: This approach adopts the Arthur Lewis 

predictions. It assumes that, with development and rising per capita 

incomes, the informal sector would disappear, particularly insofar as 

these entities were considered to be peripheral to capitalist production 

systems. The approach sees a high prevalence of informal firms as a sign 

of underdevelopment. However, there has not been any evidence that 

informal firms disappear completely in rising per capita incomes. Ptatap 

and Quintin (2006) observe that informal sector accounts for about 

between 10 and 15 percent of official GDP figures in most developed 

economies and much more in most developing economies. 
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2. The Legalist School Approach: This approach assumes that informal 

sector is comprised of entrepreneurs who want to avoid the costs 

associated with formalization, particularly in respect of registration and 

taxation. This phenomenon has been basically found however, in high 

income economies and the Latin America. 

3. The Structuralist Approach: This approach considers the informal sector 

as a part of continuum within the market, located in a subordinate 

position. The approach considers the interactions between formal and 

informal sectors, whether in buyer-supplier relationships, or in 

employment relationships such as contracting out or casualization. The 

informal sector contributes to the formal sector’s risk mitigation and cost 

reduction strategies, so that the informal sector is not seen as a feature of 

a traditional sector, but instead a central feature of modern capitalist 

development. 

 

Generally, the global economic crisis of the past decades has been noted as the 

cause of enlargement of the informal sector in almost all developing countries 

including Nigeria. Estimates of the size of the informal sector in these countries 

appear to vary with fuzziness of the informal concept and across countries, but 

representative contributors place almost half of the urban workforce in 

developing countries in the informal sector. Leidholm and Mead (1987) observes 

that 35 percent of manufacturing employment in Jamaica takes place in firms 

with fewer than 10 employees in the informal sector and 90 percent for Sierra 

Leone.  

The dominant manufacturing activity in Nigeria is in food, beverages, and 

tobacco. This comprises of about 69 percent of all informal manufacturing 

activities. Other components of the informal manufacturing sector are: textile, 

11.2 percent; wood products, 8.8 percent; paper products, 0.6 percent; chemicals 

and petroleum products, 0.5 percent; non-metallic mineral products, 0.8 percent; 

basic metal product, 1.6 percent; fabricated metal products, machinery and 

equipment, 2.2 percent. 

It was also pointed out however, that in Sub-Saharan Africa, excluding South 

Africa, 78 percent of non-agricultural employment is found in informal-sector 

firms, accounting for about 21 percent of total employment, including domestic 

workers (ECA, 2005). Considering the on-going economic and financial crisis that 

characterizes the economies of many African countries, including Nigeria, the 
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informal sector has the potential to provide the needed impetus for employment 

generation. The sector is expected to serve as a viable mechanism for the creation 

of job for both rural and teaming urban population in Nigeria.  

This has been the case in Nigeria over the years. Employment in the Nigerian 

informal sector is characterized by variable hours of work over a period of time, 

due to lack of contractual relationship in the sector, as well as the prevalence of 

self-employment and home-based family workers. It therefore, appears an 

average worker in the Nigerian informal sector suffers from a significant degree 

of under-employment. CBN/NISER/FOS survey of 1998 indicates that the     bulk 

of the informal employment in Nigeria can be found in non-manufacturing 

activities such as street trading, barbing saloons, restaurants, and other informal 

sector activities. The 1998 survey of the Nigerian informal sector gives some 

interesting insights on size of the labour force employed in the informal 

manufacturing enterprises in Nigeria.  

The nature of the informal sector activities in Nigeria does not permit clustering 
of people. This may also suggest that most informal sector activities are done with 
high degree of secrecy, making it difficult to account for majority of such 
activities. In terms of the contributions to national output, it has been observed 
that, despite an existing low productivity in the informal sector, the sector 
accounts for a sizable percentage of the Gross Domestic Product (GDP) in 
developing countries. The CBN/NISER/FOS study of the informal sector in 1998 
also revealed that the contribution of informal manufacturing sector to GDP in 
1998 was 0.3 percent, while its contribution to manufacturing GDP was 4.2 
percent. And the share of the manufacturing sector as a whole in GDP was 7 
percent during the same period. In addition, according to FOS (1999), inclusive 
of the agricultural sector, known as the dominant informal sector in Nigeria, the 
contribution of the informal sector to the GDP was 38 percent. Thus, if accurate 
statistics on the share of the Nigerian informal sector in the GDP can be obtained, 
we would discover that the informal sector has great potentials in development 
of the Nigerian economy. 
 
Informal Sector policies for sustainable development in Nigeria 

It has sometimes been asserted that despite two decades of informal sector 

promotion in many developing countries, there has been very little evidence of 

improvement in the conditions of the poor populace found in the informal sector. 

International evidence indicates the following four policy aims for the informal 

sector:  

i. Employment creation 

http://www.berkeleypublications.com/


09.30.2019  Pg.284  
   
         Vol. 10, No. 2 
 
 

BERKELEY RESEARCH & PUBLICATIONS INTERNATIONAL  
Bayero University, Kano, PMB 3011, Kano State, Nigeria. +234 (0) 802 881 6063,  
Website: www.berkeleypublications.com  

 
ISSN: 1334-4977 

International Journal of African Sustainable Development 

ii. Promoting increased output and greater productivity of activities in 

the informal sector 

iii. Provision of more stable and better working conditions for workers in 

the informal sector 

iv. Reduction of vulnerability of the poor found in the informal sector.  

 

Three policies for addressing these aims are: 

(i) productivity-enhancing policies 

(ii) policies which seek to improve the legal and institutional environment of the 

informal sector  

(iii) welfare policies for the informal sector 

 

Productivity-enhancing policies for the Informal sector 

 (i) Provision of Credit facilities  

It has been noted that one of the most common policy prescriptions for assisting 

the informal sector is to improve its access to credit. Evaluations of the 

effectiveness of such programs in many developing countries have emphasized 

three basic issues: the first issue has to do with the observation that subsidized 

credit which is often 'hijacked' by the more prosperous sections of the informal 

sector instead of reaching the poorest entrepreneurs. If policy-makers see the 

need to allocate subsidized credit to the poorest parts of the informal sector 

(those who may not be able to afford market interest rates), then methods must 

be sought to discourage the better-off from joining the programme. 

A second issue emerges from the international experience of policy making for 
the informal sector concerns the riskiness of lending to the informal sector. The 
conventional view has been that lending to the informal sector is a high-risk 
activity but substantial evidences demonstrated relatively high repayment rates. 
Costs of administering such small loans are high, however, the recognition that 
the poor have a relatively acceptable record of repayment has helped to instill 
more confidence amongst the financial institutions about lending to the informal 
sector.  
The third issue has to do with the bias towards credit programs over other types 
of assistance. It is argued that institutions dealing with the informal sector find 
credit an attractive method of assisting the informal sector, since it requires less 
administrative effort than other types of support. 
(ii) Technical and management training 

Like credit programs, business management courses have gained enormous 

popularity in institutions dealing with the informal sector. However, these have 
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been criticized as often being inappropriate to the needs of the individual 

enterprise, and sometimes forced on entrepreneurs by a programme which ties 

credit support with business training. McLaughlin (1990) point out that one of 

the most important determinants of the success of any training programme is the 

degree of demand for the skill. This implies that if training programs are to be 

effective, it should be responding to a real demand or need for such training. 

(iii) Use of Appropriate Technology 

The issue of appropriate technology for the informal sector has been a major 

source of concern for many scholars. The way existing technologies can be 

adapted is an important concern. Another important concern is on how new 

technologies introduced in order to improve the productivity and efficiency of 

small and informal producers can be managed. There is currently little evidence 

demonstrating the success of these innovations in new technologies. 

(iv)Organization of informal manufacturers 

Recent studies have placed increasing attention on policies that can promote 
effective organization of informal sector enterprises. The flexible specialization 
literature has devoted much attention to the role of small firms in the 
industrialization process, especially in industrially-advanced economies. One of 
the tenets of the flexible specialization theory is that the organization of small 
firms into networks and associations may be an important factor stimulating 
their growth and competitiveness, contributing towards their 'collective 
efficiency' (Schmitz, 1990). Some of the other benefits assumed to be accruable 
to informal enterprises from associations activities include: reducing costs 
through bulk-buying; increasing the scale of production through the 
establishment of production lines by groups of producers; facilitating price-
setting, through co-operation about optimum prices amongst entrepreneurs; 
creating the conditions for small informal firms to reap the benefits from 
economies of scale, through joint research and development programs, adoption 
and innovation of new technologies; providing an institutional base which 
facilitates governments and NGOs easier access to the informal sector, 
stimulating political networking of individuals in the informal sector, and 
reducing the isolation which reinforces the vulnerability of large parts of the 
informal sector (Sanyal and Pradhan, 1990; Livingstone, 1991). 
 

Policies that Address the Legal and Institutional Environment of the Informal 

sector 

According to Tesfashew (1992), governments concerned with promoting the 

informal sector will need to consider orienting the macroeconomic environment 

to become more favorable to the informal sector such as; trade policies, tax 
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policies, land allocation policies, infrastructure development, industrial sites etc. 

It is a belief however, that reconciling the needs of the informal sector with the 

needs of other sectors of the economy and society into one policy framework is 

not an easy task; promoting the informal sector may involve compromising the 

interests of other sectors of the economy. The issue of regulation, for example, is 

usually treated by most governments with a considerable degree of caution.  

 

Welfare measures for the Informal sector: 

There are two groups usually targeted by policy makers in promoting welfare 

support for the informal Sector. These include:  

(i) the less productive, more vulnerable informal units, who may not 

qualify for productive assistance  

(ii) workers in informal enterprises.  

 

With the notion that these two groups tend to be excluded from the benefits of 

productive support, Tokman (1989) recommends that broad welfare policy be 

devised to raise the welfare levels of these sections of the informal sector. Policies 

should be aimed at social infrastructure development, credit delivery (micro-

loans) to the poor, low-level technical assistance, education (such as literacy), 

and other 'basic needs' requirements, which can improve basic nutrition, health 

and housing of the poor. In their evaluation of the effectiveness of these 

programs, Farbman and Lessik (1989) acknowledge that in narrow economic or 

business terms, there are some evidence that such programs have been 

successful. According to Tokman (1989) evidence seems to suggest that while 

micro-loans may not necessarily improve the output of an informal enterprise, it 

may be used on other income generating activities to improve the welfare of the 

family which may indirectly raise productivity levels.  

 

Conclusions  

This study adds to the existing literature on the informal economies and serves 

as a source of enlightenment on this neglected and important economic unit of 

the developing economies. It is also to bring into focus the important role of the 

informal sector in the sustainable development of the Nigerian economy in 

particular, and to emphasize the need for policies that recognize the importance 

of the informal sector in Nigeria. Using the available literature on informal sector 
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and the secondary data from surveys of the informal sector in Nigeria, the study 

reveals the following facts:   

The informal sector is continuously expanding in developing countries, and has 

been serving as a means of employment and income generation to the poor and 

unemployed populace. 

The informal sector activities which is often described as unrecognized, 

unrecorded, unprotected, and unregulated by the public sector are no longer 

confined to marginal activities but also included profitable enterprises in 

manufacturing activities. 

The informal sector is largely characterized by low entry requirements, small-

scale operations, skills acquired outside of formal education, and labor-intensive 

methods of production.  

The informal sector is defined according to different classifications in terms of 

activity, employment category, income and employment enhancing potential. 

The dominant informal manufacturing activity appears to be in food, beverages 

and tobacco.  

The informal sector has the potential to provide the needed impetus for 

employment generation. 

The existing policy responses to growth of the informal sector have not been 

encouraging and should therefore be intensified.  

 

Recommendations: 

1. The development of informal skills among Nigeria’s working-age population 

should be sponsored as the government bring individuals who intend to learn 

skills and corresponding experts together at low costs in order to increase their 

attractiveness to prospective trainees.  

2. Funding should be made available to new graduates from the would-be 

government skills development institutions who require funds to acquire tools 

and equipment that are either fundamental to their operations in order to carry 

out their activities more easily, self-reliant and more effective in the 

maximization of profits and further ease their escape from the poverty trap.  

3.  Informal sector operators in Nigeria require electricity for their operations. 

The poor condition of power supply in the country resort to the use of generators 

which is relatively expensive and translates to a higher cost of production.  

4. Other infrastructural facilities required for improvement of the informal sector 

towards the reduction of poverty in Nigeria include good and accessible means 
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and types of transportation and effective communication system, especially in 

the rural areas. 

5. Making data on the informal sector available for in-depth analysis and the 

inclusion of the informal sector in national income accounting. 

6. Establishment of special institutions to enhance scholastic identification of the 

existing gaps in the economic performance of the informal sector for the 

integration of the formal and the informal sectors toward the sustainable 

development in Nigeria.  
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