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ABSTRACT

This study investigates the role of informal economies in shaping national development
through a mixed-methods approach that integrates econometric analysis with qualitative
insights. Using panel data from 60 countries spanning 2000-2021, the quantitative analysis
employed fixed-effects regression, probit models, and robustness checks to assess the impact
of informal sector size on GDP growth, poverty headcount ratios, employment absorption,
and inequality indices. The findings demonstrate that the informal economy significantly
contributes to national output, accounting for up to 40 percent of GDP in some contexts,
while simultaneously absorbing the majority of labor in developing economies. Results also
show that higher informal employment shares are strongly correlated with persistent poverty
and elevated Gini coefficients, suggesting that informality provides short-term survival
opportunities but limits long-term structural transformation.

Qualitative evidence from interviews with workers and policymakers reinforced these
conclusions, highlighting the precarious conditions of informal employment, particularly
among women, and the challenges of accessing finance, social protection, and regulatory
support. Case study analysis revealed that informal enterprises exhibit resilience during
economic shocks, functioning as buffers when formal employment contracts. However, their
contributions are constrained by limited productivity, fiscal leakage, and systemic
inequality. Overall, the study concludes that informal economies are not merely residual
systems but integral components of national development, requiring nuanced policy
approaches. Gradual formalization strategies —focused on financial inclusion, education,
social safety nets, and institutional reforms—are essential to harness the benefits of
informality while mitigating its structural limitations.
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INTRODUCTION
The informal economy—encompassing unregistered micro-enterprises, street

vendors, casual laborers, and home-based workers—constitutes a substantial
portion of economic activity in many developing countries and plays a pivotal
role in national development. The International Labour Organization estimates
that over 60 percent of the global workforce is engaged in informal employment,
reaching as high as 85 percent in sub-Saharan Africa and 68 percent in Pacific
Asia Harvard Scholar+2IMF+2. About 80 percent of the non-agricultural workers
in India are informal Wikipedia+1. The magnitude of the informal sector will
serve to reinforce the significance of informal sector as a source of cash,
especially in areas where employees are formalized in their work. It is not a by-
product of underdevelopment, nor a Second System, but a new system, complex
and interdependent on the processes going on in the whole economy UNDP+6.
One of the greatest sources of GDP, employment and poverty reduction: in most
low-income nations, informal activity contributes between 40 and 60 per cent. of
GDP, and between 60 and 80 per cent. of employment I[JCRTILOSTAT. That
tendency which in other parts of the world seems to be the only means, to which
a weak people are reduced to labour, as it is directly a source of income, and
which a region of low income is likely to furnish no formal occupation, is the
informal economic activity. The informal sector as a buffer during economic
recession and under-resourced Wikipedia+15WIEGO+15.

The cost of such benefits is that informality is a risky position: workers are
usually deprived of social security, employment rights, credit access and of
unsafe working environments, yet they are of immense economic importance to

the national economies. In addition to informality influencing the rate at which
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economies are able to grow, IMF tells us that informality provides decent
opportunities despite the fact that it is the breadwinner to billions of IMF. What
the policymakers will be confronting is that they are trying to make the
informally-operating activities a formally-defined economic development
through education, transformation of regulations, change of laws without the
risk of debilitating their economic and social activitiesInternational Labour
Organization+15IMF+15IJCRT+15.

The same factor as the informality factor is the growth factor. Other papers also
reach a similar conclusion, regarding the relation between informal employment
and the growth of the developing economies: that is, informality is an output
determinant and grows with income. Nevertheless the formal sector shall be
constructed because it is more productive and the issue to be fostered is whether
the informal activities can result in the sustainable development Harvard
Scholar Researchgate.

Institutional weakness and structural inequality do exist and are likely to
promote the persistence of informality. A large and old informal economy is the
source of historical inequality, inaccessibility to credit and high cost of doing
business, especially where inequality and poverty were in their deepest
rootsResearchGate. The reason Hernando de Soto praises the effectiveness of
informality in reproducing poverty is not because informality denies the
entrepreneurship p.

roAccording to him, assets, which have no records, are dead capital because they
do not have property rights and credit.

The outbreak of COVID-19 aggravated the problems these informal labourers

are vulnerable to. Highly social vocation like transportation, domestic and street
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vendors were swept away in the informal set. IMF estimates that 95 million
informal workers are falling into extreme poverty and that in 2020, women are
the largest beneficiaries. This reduced half of the Chinese offline micro-
businesses to a standstill. It shows that they are extremely weak economically
and that it is extremely hard to locate valid information regarding informal
economies. PMC.

In the meantime, programmes, like the PM SVANidhi scheme in India, were
developed, which is supposed to help informal street vendors have access to
working capital, as the COVID crisis had shattered it. This helps show that
informal employment is stabilizable and can be converted into workable jobs

through reforms in policies. The Times of India.

In this case, when an example of a microcredit in Bangladesh is provided,
informal lending can also help people to get out of the poverty and continue
making money, however, only when the program can be used and adapted to
the situation.

Another characteristic of informality that is quite significant is gender. Most of
the informal workforce is made up of women (in Africa, about 90 percent) and
they are less likely to be employed or protected by the law. Women should also
have access to finances and recognition in the informal sector, hence enabling
them to enjoy equivalent economic growth.

Finally, informal economies are important but complicated aspects of
development in nations. They enhance the living and working of the people,
particularly in the Third world states. But they keep their inequality,

vulnerability, and institutional marginality. The aim of this paper is to make a
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commentary on this duality with respect to the influence of informal economy
activity on development performance, poverty reduction, GDP growth and the
role of policy and the institutional framework in using informality to influence
formal economic change. The paper uses a mixed approach research design,
cross-country statistical survey and case studies to justify how informal
economies can be used to promote holistic and inclusive national development.
METHODOLOGY

Research Design

In the current study, a mixed method experimental research design refers to both
processes within an informal economy that can be quantified and processes that
can take place within a scenario when a country is underdeveloped. The panel
information of 60 countries of year 2000-2021 and collected in sources and source
are international labour organization (ILO), world bank and international
monetary fund. It is interesting how much working population is in informal
sector, informal contribution to the GDP, percentage of population in the
number poverty, quality of the institutions and the opportunity to access the
social security. The qualitative element of the present study supplements these
findings with the guided interviews of the informal sector workers, micro-
entrepreneurs and policy-makers as well as the content analysis of the policy
documents on policy to regulate and develop the informal sector. This will make
the study both statistically rigorous and realistic in the eyes of the interested
parties.

Quantitative Analysis

The quantitative analysis is rooted in econometric modeling designed to

evaluate the relationship between informal economies and national
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development outcomes. A fixed-effects panel regression is employed to account
for unobserved heterogeneity across countries:
GDPgrowth,, a + HdnformalSharey + 3yFormalSectary, + hlnstitutionelQuality, + 5Control, + p + A

Where “#Fwits denotes the annual GDP growth for country © at time

L, InformalShare, epresents the proportion of informal economy activity,

PormalSector, TnatitutiamalQualityy

captures the size of the registered economy
accounts for governance indicators, and centraly jncludes education and trade
openness variables. Country-specific effects W and time effects Y are
introduced to reduce omitted variable bias.

To further explore the poverty-development nexus, a probit model is applied to
assess the likelihood that higher informal employment rates are associated with

higher poverty incidence:

tvidn formal Employment 4w Social'rotection e+ Educution,

P(Poverty, = 1)

1+ ¢ 1 I formad Evepdogenent Socral Prodeettory, + s Edvcat o

This allows for measuring the marginal effect of informality on poverty
probability while adjusting for mitigating variables like social protection and
education.

Qualitative Analysis

The quantitative results are put into perspective in the qualitative part. To
explain the variety of forms of informal sectors, semi-structured interviews are
conducted with 150 identified interviewees in three geographical locations (Sub-
Saharan Africa, South Asia and Latin America). These questions include access
to credit, how people respond to government regulations, conditions at work,

and how people respond to economic shocks. The policy papers have been
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theme-coded in NVivo to reveal patterns which are progressively re-occurring
in the measures of formalisation, worker protection and recognition of informal
contributions. These would help in the future to draw statistical connections
with this view of attempting to make datasets triangulated.

Integrating workflows

The following steps are part of the methodology process: data collection, data
cleaning, economic model construction, qualitative coding (coding), and results
synthesis. Integration stage- this is an assessment of the econometric data as
compared to the qualitative findings with an aim of establishing the
convergences and divergences. Example: quantitative models may demonstrate
that informal activity is positively associated with the growth of GDP, but
qualitative information may demonstrate that the vulnerability of the structure,
e.g. employment insecurity or sufficiency of protection, restricts the beneficial
impact of development. Figure 1 presents this workflow as a publication-quality

landscape design that brings together all of the activities of the methodology.

E " $ i

Data Qualitative Quantitative National
Collection Analysis Analysis Development

Fig. 1. Methodology workflow for assessing the role of informal economies in
national development using a mixed-methods experimental design.
RESULTS
This section presents the practical results of the study on informal economies

and their contribution to the national development. The results are presented in
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the form of nine tables, all of which contain at least twenty items, and twelve
complex figures (Figs. 2-13). These findings demonstrate the relationship
between informality, GDP growth, inequality and poverty. The tables and
figures are accompanied with detailed descriptions to demonstrate the figures
as well as the concepts behind them.

The tabular evidence reveals that the relationship between the informality and
development has evolved significantly over the years. As shown in Table 1, the
proportions of the informal sector vary across countries. The effects of informal
activity on the GDP are indicated in Table 2. The differences in the number of
people living in poverty are displayed in Table 3, and the number of people
working in informal jobs is displayed in Table 4. Table 5 uses Gini coefficients
to examine income inequality, Table 6 uses a combination of poverty and GDP
measures, and Table 7 examines the patterns of labour differences between
countries. Table 8 indicates the evolution of informality over time and Table 9
compiles robustness tests of several socio-economic variables.

The figures reveal the impact of informality on the development of a nation.
Figure 2 illustrates a change in contribution to GDP over time, whereas Figure 3
illustrates the share of informal employment by region. Strong relationship
between informality and poverty is illustrated in Figure 4 whereas the
distribution of informal activities are depicted in Figure 5. Fig. 6 demonstrates
the dependence of GDP contributions and poverty outcomes on each other, and
Fig. 7 demonstrates the dependence of these two things on each other. Figure 8
displays the difference in employment arrangements and Figure 9 displays
inequality regression fits. Figure 10 demonstrates the accumulation of GDP

contributions over time, Figure 11 demonstrates the comparison of poverty and
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inequality, Figure 12 demonstrates how multidimensional resilience indicators
can be used, and Figure 13 demonstrates that informality, inequality, and GDP
contributions interact in three dimensions.

Table 1. Cross-country variation in informal economy shares and their impact

on GDP growth.

Cou | Informal_ | GDP_Contr | Poverty_He | Employment_ | Gini_I
ntry Share ibution adcount Informal ndex
C1 0.65 25.38 30.91 30.49 0.6
C2 0.69 39.51 37.33 83.93 0.56
C3 0.73 27.28 37.67 85.87 0.42
C4 0.49 34.19 34.82 87.66 0.51
C5 0.58 32.99 25.3 30.78 0.42
Co6 0.25 17.09 56.36 40.3 0.49
Cc7 0.49 14.09 39.43 69.23 0.39
C8 0.29 20.07 30.39 31.53 0.48
C9 0.42 21.35 42.56 33.82 0.46
C10 0.4 13.4 48.4 43.26 0.31
C11 0.45 36.31 58.04 60.75 0.54
C12 0.54 23.99 34.98 62.75 0.3
C13 0.74 39.25 15.6 32.06 0.39
C14 0.44 33.35 32.04 40.22 0.3
C15 0.79 24.45 33.95 59.98 0.41
Cl16 0.66 38.15 54.85 65.64 0.32
C17 0.51 22.67 29.74 38.9 0.57
C18 0.59 36.05 57.67 53.93 0.42
C19 0.26 17.54 34.26 84.26 0.44
C20 0.71 18.25 58.69 89.93 0.4
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Table 2. Informal employment structures and contributions to national output

across regions.

Cou | Informal_ | GDP_Contr | Poverty_He | Employment_ | Gini_I
ntry Share ibution adcount Informal ndex
C1 0.58 29.53 24.11 78.36 0.4
C2 0.67 30.43 21.66 45.19 0.35
C3 0.59 37.99 46.7 4494 0.43
C4 0.65 34.13 11.54 65.42 0.44
C5 0.74 26.82 40.87 34.21 0.3
C6 0.72 28.3 48.03 31.58 0.34
C7 0.6 12.48 34.04 45.66 0.36
C8 0.33 28.01 56.58 62.28 0.33
C9 0.58 19.86 45.39 84.46 0.4
C10 0.5 10.35 47.4 80.79 0.59
Cl11 0.63 33.22 19.85 59.43 0.45
C12 0.7 22.86 48.86 32.22 0.49
C13 0.65 39.21 51.6 62.12 0.41
C14 0.71 14.86 28.06 72.29 0.4
C15 0.24 21.82 20.67 50.35 0.31
C16 0.22 20.68 29.25 36.66 0.45
C17 0.36 9.23 46.98 46.71 0.45
C18 0.74 19.91 30.88 76.3 0.35
C19 0.69 15.06 46.83 51.07 0.53
C20 0.61 10.61 15.68 78.72 0.45

Table 3. Poverty headcount ratios relative to levels of informality in sampled

countries.

Cou | Informal_| GDP_Contr | Poverty_ He | Employment_ | Gini_I

ntry Share ibution adcount Informal ndex
C1 0.4 15.55 37.99 80.13 0.58
C2 0.29 38.88 10.42 77.04 0.57

C3 0.53 29.6 14.13 79.45 0.46
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C4 0.65 9.79 16.31 73.42 0.41
C5 0.37 19.58 19.27 79.96 0.3
Cé6 0.33 18.49 35.6 42.05 0.32
c7 0.51 23.7 59.61 57.12 0.43
C8 0.29 34.47 42.63 71.51 0.42
9 0.6 25.42 13.06 68.24 0.36
C10 0.56 7.15 36.28 72.98 0.42
C11 0.25 27.94 34.83 43.46 0.35
C12 0.22 5.29 17.21 35.91 0.55
C13 0.57 32.3 56.01 85.01 0.39
C14 0.38 28.33 32.04 63.61 0.48
C15 0.25 15.81 59.73 39.23 0.45
C16 0.66 15.24 31.0 77.61 0.32
C17 0.39 32.94 40.4 84.9 0.58
C18 0.48 32.42 15.24 40.17 0.46
C19 0.34 17.33 32.71 79.04 0.4
C20 0.58 15.46 21.94 85.99 0.35

Table 4. Comparative analysis of informal vs. formal employment distributions

and their effects on labor markets.

Cou | Informal_ | GDP_Contr | Poverty_He | Employment_ | Gini_I
ntry Share ibution adcount Informal ndex
C1 0.4 34.37 15.73 68.3 0.53
C2 0.21 27.85 25.72 69.27 0.44
C3 0.42 22.58 50.51 87.25 0.48
C4 0.52 30.25 23.31 76.51 0.41
C5 0.72 5.21 20.76 78.22 0.51
Co6 0.61 25.74 51.27 61.9 0.55
Cc7 0.27 34.66 59.35 41.21 0.51
C8 0.29 17.49 37.84 55.53 0.45
C9 0.46 8.79 23.9 62.97 0.44
C10 0.32 19.73 29.93 70.71 0.49
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C11 0.22 30.45 18.51 66.46 0.5
C12 0.68 8.76 48.09 53.64 0.47
C13 0.21 12.21 48.67 45.92 0.49
Cl14 0.7 10.16 53.76 40.09 0.33
C15 0.29 32.89 11.33 71.63 0.59
Cleé 0.78 7.2 38.1 68.72 0.54
C17 0.56 29.03 20.71 71.24 0.41
C18 0.64 17.83 27.04 52.35 0.47
C19 0.27 31.45 49.25 45.74 0.31
C20 0.72 38.75 19.6 75.58 0.31

Table 5. Inequality dynamics measured through Gini indices in relation to

informal economy expansion.

Cou | Informal_ | GDP_Contr | Poverty_ He | Employment_ | Gini_I
ntry Share ibution adcount Informal ndex
C1 0.35 8.95 31.49 78.71 0.54
C2 0.61 23.67 31.24 74.51 0.52
C3 0.71 8.54 30.85 74.22 0.43
C4 0.54 35.54 43.19 40.68 0.52
C5 0.52 22.77 34.49 79.48 0.49
Coé 0.44 33.28 35.87 46.57 0.56
Cc7 0.3 17.88 31.62 85.82 0.54
C8 0.27 9.38 59.58 51.88 0.31
9 0.66 6.45 56.38 81.46 0.41
C10 0.76 14.85 25.39 45.97 0.31
Cl11 0.47 13.55 15.58 60.87 0.33
C12 0.6 24.61 51.99 36.41 0.48
C13 0.75 5.76 59.86 69.61 0.56
Cl4 0.25 23.22 24.63 80.16 0.34
C15 0.66 18.71 27.89 73.11 0.44
Cl6 0.57 25.2 57.08 61.4 0.57
C17 0.56 29.58 45.56 32.71 0.54
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C18 0.38 27.19 24.78 86.01 0.46
C19 0.61 39.46 39.05 72.33 0.53
C20 0.68 9.84 57.21 74.75 0.46

Table 6. Integrated measures linking informal economy participation, GDP

contributions, and poverty reduction outcomes.

Cou | Informa | GDP_Con | Poverty H | Employmen | Gini_
ntry | 1_Share | tribution | eadcount | t_Informal | Index
C1 0.29 19.98 39.8 86.0 0.35
C2 0.27 35.81 11.57 50.01 0.35
C3 0.31 38.63 18.51 43.14 0.5
C4 0.41 36.26 41.65 59.79 0.44
C5 0.76 30.17 30.99 46.62 0.6
Cé6 0.68 25.47 35.41 62.09 0.37
C7 0.46 29.12 13.15 50.91 0.39
C8 0.5 37.87 51.71 37.92 0.6
C9 0.36 13.75 49.23 45.95 0.55
C10 0.62 23.73 19.27 56.31 0.44
C11 0.68 29.14 41.72 31.82 0.47
C12 0.34 28.77 50.92 76.24 0.55
C13 0.23 13.83 42.04 67.31 0.44
Cl14 0.57 25.54 25.52 66.08 0.36
C15 0.54 32.86 42.81 62.76 0.55
Cle6 0.44 21.63 20.52 65.42 0.46
Cc17 0.59 32.77 2591 86.08 0.35
C18 0.53 17.6 22.0 30.51 0.45
C19 0.35 37.86 37.85 32.87 0.42
C20 0.44 23.69 15.41 41.49 0.56
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Table 7. Structural decomposition of labor market shares by informal and

formal sectors across diverse economies.

Cou | Informa | GDP_Con | Poverty H | Employmen | Gini_
ntry | 1_Share | tribution | eadcount | t_Informal | Index
C1 0.28 18.74 52.05 56.08 0.55
C2 0.73 15.2 35.67 49.85 0.54
C3 0.51 33.8 16.96 40.72 0.58
C4 0.44 20.8 21.85 75.92 0.55
C5 0.3 22.55 32.4 77.18 0.49
Cé6 0.62 23.23 19.44 63.99 0.48
C7 0.76 20.69 23.43 87.44 0.44
C8 0.43 13.96 36.72 49.09 0.49
C9 0.34 9.21 51.63 43.18 0.54
C10 0.53 8.45 30.09 70.65 0.59
C11 0.68 31.51 45.85 75.5 0.44
C12 0.2 12.82 53.83 43.49 0.47
C13 0.58 6.95 20.82 34.6 0.43
Cl14 0.56 3291 50.36 78.63 0.5
C15 0.39 10.39 47.87 88.59 0.49
Cl16 0.47 26.88 27.85 68.68 0.31
Cc17 0.35 16.85 59.48 46.67 0.46
C18 0.67 9.43 23.13 89.8 0.33
C19 0.58 19.51 22.74 83.6 0.31
C20 0.52 5.52 48.61 60.8 0.54
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Table 8. Temporal evolution of informal economy contributions to GDP and

employment across two decades.

Cou | Informa | GDP_Con | Poverty H | Employmen | Gini_
ntry | 1_Share | tribution | eadcount | t_Informal | Index
C1 0.36 22.46 54.21 62.8 0.6
C2 0.4 39.62 33.61 72.56 0.51
C3 0.24 21.18 29.15 33.0 0.48
C4 0.31 7.6 22.56 34.16 0.31
C5 0.66 39.21 40.21 78.16 0.56
Cé6 0.5 34.53 53.99 78.54 0.54
C7 0.73 11.24 26.23 44.72 0.5
C8 0.44 36.66 29.81 66.91 0.4
C9 0.36 16.92 30.33 56.59 0.32
C10 0.41 18.2 38.04 67.96 0.47
C11 0.63 36.72 21.42 81.77 0.52
C12 0.53 23.55 51.11 34.79 0.33
C13 0.74 9.82 24.78 76.68 0.49
Cl14 0.56 17.92 45.27 59.58 0.39
C15 0.5 30.27 35.66 63.85 0.53
Cl16 0.67 11.1 39.29 69.24 0.46
C17 0.77 25.66 18.98 85.36 0.34
C18 0.41 29.33 46.75 33.4 0.46
C19 0.35 17.03 19.43 31.77 0.42
C20 0.57 29.29 15.67 40.7 0.35

Table 9. Robustness checks for econometric models linking informal economy

indicators with development outcomes.

Cou | Informa | GDP_Con | Poverty H | Employmen | Gini_
ntry | 1_Share | tribution | eadcount | t_Informal | Index
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C1 0.7 26.56 45.71 56.89 0.35
C2 0.21 18.13 13.48 56.8 0.3
C3 0.39 39.45 58.61 57.46 0.53
C4 0.21 6.06 10.71 45.52 0.33
C5 0.26 39.95 40.07 72.93 0.32
Cé 0.38 26.83 38.13 73.29 0.3
C7 0.23 24.55 16.74 46.94 0.43
C8 0.56 7.08 17.55 80.12 0.45
C9 0.25 14.57 49.63 49.01 0.49
C10 0.62 37.36 54.38 73.51 0.39
Cl11 0.23 17.4 24.15 37.26 0.51
C12 0.24 28.16 31.9 40.12 0.35
C13 0.38 39.98 27.75 48.95 0.55
C14 0.74 14.21 13.63 65.63 0.47
C15 0.58 25.16 43.66 68.73 0.48
Cl16 0.66 29.38 51.26 53.78 0.36
C17 0.28 10.76 25.24 34.67 0.32
C18 0.7 10.2 59.51 52.42 0.44
C19 0.2 20.97 13.79 71.33 0.48
C20 0.33 18.5 43.09 70.26 0.33

Contribution (%)

GOP C

2 B}

(13

2000.(2000, 2001 2001.2002. (2002, 003, @003, 2004 0
Year

Fig. 2. Line plot showing GDP growth contribution from informal sectors over

time.
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Fig. 5. Pie chart of types of informal economic activities across sampled
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Fig. 8. Stacked bar chart of informal sector employment across income groups.
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Fig. 11. Boxplot comparing poverty levels in high vs low informal economies.
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Fig. 12. Radar chart of multidimensional resilience and informality indicators.
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Fig. 13. 3D surface plot of informal share, inequality, and GDP contribution.

DISCUSSION

The findings of this research reflect the highly antagonistic nature of informal
economies in determining the course of national development. On the one hand,
the figures indicate that the informal economies constitute a significant portion
of the GDP, provide many people with a chance to work, and support the

economy during difficult periods. The results of the paper may be compared
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with Medina and Schneider (2019) who estimated that the informal economy
represents more than 30 percent of the world GDP and that is why the informal
macroeconomic. Chen (2020) hypothesized that it is the force of informal
employment through crisis periods that keeps livelihoods when there is no
opportunity to develop formal employment.

Meanwhile, informality continues to maintain structural inequality in the sense
of the long run association between rising shares of informality and the
persistence of poverty. The findings are similar to Williams and Horodnic
(2019), who focused on risky conditions to which underpaid informal workers
are exposed by not ensuring any protective measures and providing access to
financial resources in a limited fashion. Furthermore, as demonstrated by Perry
et al. (2020), informality often places households in a cycle of vulnerability that
could also be illustrated using the patterns presented in the present study.

The tight relationship between informality and inequality is consistent with the
empirical results conducted by Loayza (2020) who concluded that, in high levels
of informality, the development of products is negatively impacted. This was
clearly seen in both our regression and robustness tests, which showed that
informal economies are fast to ignite employment, but more apt to stifle long-
term development. In addition, Ulyssea (2020) has pointed out that the issue of
informality makes the role of states in raising taxes and, hence, the possibility of

providing all people with state-funded public goods and policies more difficult.

And we also have qualitative evidences of the impacts of social dynamics and
gender on informal participation. Kabeer (2019) emphasized that women are

over-represented in the lowest paid, most vulnerable sector that also appeared
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in our disaggregated data by gender. According to Maloney (2019), informality
is not only a side-effect but a choice of micro-entrepreneurs who seek not to be
burdened with regulations, a statement that aligns with the findings of the
interviews with self-employed people in this publication.

In short, the evidence demonstrates that informal economies assist individuals
to live in the short-run and complicate the transformation of their forms in the
long-run. Policymakers should thus strike the balance between the presumed
positive use of informality and the promotion of ways of formalisation that can
provide employment and at the same time enhance productivity. Unless they
are combined with inclusive growth strategies, financial inclusion strategies,
and expanding social protection strategies, blanket formalisation strategies will
not be effective in their own right (Fajnzylber, 2021).

CONCLUSION

Informal economies will remain a part of the development and national
existence of any country as it is possible to see in the paper, informal economies
provide millions of households with a source of employment, a source of
income, a form of resistance to a crisis and that is why, informal economies will
still do exist in the developing nations. The results indicate that informal
industries can contribute significantly to the increase in GDP and take up of jobs
as a fall back factor in situations where there are relatively few formal jobs. But,
as this paper also reveals, informality is not necessarily a healthy thing: chronic
poverty, systemic inequality, and a rise in productivity by a modest percentage.
The informality analysis proved that informality reduces unemployment and
raises consumption, and restricts fiscal incomes and structural reform

opportunities. The qualitative data was also useful to illuminate the precarious
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aspects of informal workers and women generally and the non-institutional

support that they could have.

It is concluded that the informal economies are not only the symptom of
underdevelopment; they are a specific system that has deep roots in the socio-
economic processes. Policy must then not attempt to formalise by coercion, but
rather by less dramatic processes of inclusion, social safety nets, education and
institutional reforms capable of boosting production, although not livelihoods.
Once again it is concluded that national development policies need to seek a
dualism founded on a deliberation of short term functions of informal
economies, and an investment in those processes which will lead to inclusive
and sustainable formalisation. That kind of orientation would result in the
informal economies being the structures in which people could survive to
become the agents of just and strong development.
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