
   179  Improving Skills Development in the Informal Sector • http://dx.doi.org/10.1596/978-0-8213-9968-2 

Skills Development in the Informal 
Sector: Nigeria

in this chapter

In spite of strong and diversified economic growth, a majority of Nigeria’s 
population remains in the farm and informal nonfarm sectors. Earnings and 
skills levels differ greatly between sectors. Compared with formal workers, 
informal workers are less literate and numerate and have much less formal 
schooling. They earn less, and education has a smaller payoff for earnings. 
Investment in skills is cumulative, and workers with higher levels of education 
continue to benefit through on-the-job training opportunities throughout their 
working life. Although more children than ever access basic education, one in 
four primary school students never graduates, and progression to secondary 
school remains low. Formal technical and vocational education and training 
(TVET) is very limited, but private institutions absorb some of the excess 
demand for training. Traditional apprenticeships remain the most important 
form of skills development for the informal sector but are not associated with 
higher earnings.

introduction

Nigeria has experienced economic gains over the past decade.1 Between 2003 
and 2009, growth in gross domestic product (GDP) exceeded 7 percent per year 
on average. Although Nigeria possesses vast amounts of oil wealth, growth has 
been broad based, with growth in the nonoil sector, especially agriculture, manu-
facturing, and telecommunications, exceeding growth in the oil-mining sector 
(Treichel 2010).

The benefits of growth, however, have not been equally shared. In spite of 
Nigeria’s solid economic performance and the strong growth in nonoil sectors, 
poverty rates have not fallen and almost two-thirds of the population lives on less 
than 1.25 international dollars per day (table 7.1). Subsistence farming continues 
to be the main source of meeting basic needs for the population and has even 
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increased its share of employment since the 1990s. In turn, wage employment 
has declined, because new industries have not replaced the jobs lost in the 
retrenchment of the civil service and state-owned enterprises. Fast-growing 
 sectors include many informal workers (Treichel 2010). With an estimated 
50  million youth unemployed, raising both the quality and quantity of employ-
ment remains a critical challenge.

Raising productivity in the informal sector would help reduce poverty. Most 
of the nonfarm workforce is employed in the informal sector, here defined as 
nonwage workers and wage workers without formal employment arrangements 
such as benefits. By 2004, the informal nonfarm sector accounted for some 
21 percent of total employment, almost three times as much as the formal sector. 
In light of the significant and growing role of informal sector employment as an 
option, particularly for youth, and the pervasive poverty that is linked to insuf-
ficient earning opportunities, finding ways and means of increasing the produc-
tivity and earnings of those in the informal sector in Nigeria is important.

The chapter examines different measures of the informal sector in Nigeria and 
the profile of people working in the sector. It contrasts the profile with those 
working in the formal sector and compares the level of skills and their payoff in 
terms of earnings in the two sectors. It subsequently provides an overview of the 
institutional landscape for skills development in Nigeria, including formal and 
nonformal routes. The chapter includes a discussion of policy options to increase 
the productivity of informal sector workers.

skills, employment, and earnings

How do different forms and levels of education and training correlate with entry 
into formal and informal sectors of employment, and what are the payoffs to 
skills in the two sectors in terms of earnings? Answering these questions starts 
with defining informal sector employment and understanding the characteristics 
of those working informally. This section looks at different definitions of 

table 7.1 Key indicators, nigeria

Indicator Percentage

Growth 2003–09
Average GDP 6.7
Average GDP per capita 3.7
Annual working-age population 2.6

Employment-to-population ratio 52
Farm, share of employment 63
Farm, share of GDP 33
Rural poverty headcount index 64
Urban poverty headcount index 43
Income, share held by lowest 20 percent 5

Source: World Bank 2010.
Note: Data are for 2006 or latest available, unless otherwise indicated. GDP = gross domestic product.
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the informal sector in Nigeria and the impact the choice of definition has on the 
size of the sector.

The study is based on household survey data. The study looks at the population 
15–65 years of age, using the National Living Standard Survey (NLSS) 2003 
(NBSN 2004).2 The variables of greatest interest are occupational status, earn-
ings, and skills formation (here these comprise formal education, apprenticeships, 
on-the-job training, literacy and numeracy, and other courses). The definitions of 
these variables depend on the survey questionnaires and data quality and are 
explained in box 7.1.

Measuring the Informal Sector in Nigeria
Farming remains the main employer in Nigeria. Table 7.2 provides a breakdown 
of employment by occupational status (primary activity). As shown, almost two-
thirds (63 percent) of the labor force engages in farming. More than half of those 
employed in the nonfarm sector work for themselves (that is, they are self-
employed), and unpaid family workers make up a relatively small share. The 
sample proportion of self-employed (61 percent) is slightly higher for women 
than for men (52 percent), while the ratio of self-employed persons to paid 
employees is almost three times higher for women.

The measurement of informal sector employment depends on the questions 
asked in household surveys. Surveys in other chapters of this book provide the 
researcher with different options for measuring the informal sector. Some relate 
to the conditions of work (social security, formal contracts, and so on) and others 
to the level of incorporation of the hiring enterprise (registered with authorities, 

Box 7.1 Definitions Applied

Earnings: Respondents were asked if they received remuneration for their primary activity 
and then how much in various time units, which are standardized to monthly amounts. Unpaid 
workers or those with zero or negative income are excluded, as well as observations with 
 blatantly inconsistent earnings or income answers between the two measures. To deal with 
outliers, measures are censored at the top and bottom 5 percent of values.

Occupational status: Respondents were asked whom they work for during their primary 
activity (private or public employer, self, and so on). Results from another question on self-
reported employment status are not used because farm workers are not easily separated out. 
However, answers to these questions were compared and observations dropped where there 
were inconsistencies. Because only a small number of observations exist for secondary or sub-
sequent activities, the analysis is limited to the primary activity.

Schooling: Respondents were asked the highest level of schooling completed as well as the 
highest certification attained. Information on other types of skills—apprenticeships, short-
term courses, literacy courses, on-the-job training—is also available, as well as literacy and 
numeracy capacities. Education years are assigned in line with the 6-3-3-4 education system in 
place in Nigeria (see table 7A.1 of the annex to this chapter).



182 Skills Development in the Informal Sector: Nigeria

Improving Skills Development in the Informal Sector • http://dx.doi.org/10.1596/978-0-8213-9968-2

paying taxes, providing social security, and the like), size, or type of job. In the 
case of Nigeria’s household survey, information is available on occupational 
 status, job benefits, and size of firms. These are explored below.

Combining the preceding information with information on firm size and job 
benefits, four different definitions for the informal sector are considered, from 
narrowest to broadest:

•	 Self-employed or does unpaid family work (narrow definition, or nonwage 
workers).

•	 Self-employed or does unpaid family work, or works for a cooperative.
•	 Self-employed or does unpaid family work, or works for a cooperative, or is 

employed by a private firm with fewer than 10 employees and receives no 
benefits.3

•	 Informal if self-employed or does unpaid family work, or works for a coopera-
tive, or is employed by a private firm with fewer than 10 employees (broad 
definition).

The differences between the narrowest and broadest definitions are small 
because of the dominance of nonwage workers. Both definitions are examined. 
The first definition simply considers all nonwage workers as informal and all 
wage workers as formal, whereas the broader definitions allow some wage 
employees in smaller firms to be informal. The share of wage employees in infor-
mal sector firms is relatively small. Table 7.3 shows that the differences between 
the narrowest and broadest definitions are only about 5 percent of the nonfarm 
workforce. In what follows, both definitions are reported.

Comparing the Formal and Informal Sectors
The formal and informal sector workers differ in many characteristics—in where 
they live, in their gender, and in the level and type of skills formation to which 
they have had access. The informal workers have fewer years of schooling and 

table 7.2 employment in nigeria, by occupational status
Percent

Employment sector

All including farma Nonfarm onlyb

Male Female Total Male Female Total

Family farm 64 61 63 n.a. n.a. n.a.

Public 7 4 6 32 14 23
Private 3 2 2 11 5 8
Self-employed 13 16 14 52 61 56
Unpaid family 1 5 3 6 21 13
Other 11 12 11 n.a. n.a. n.a.
Self-employed ratioc 1.21 3.17 1.77 1.22 3.23 1.8

Source: Elaborations based on NBSN 2004.
Note: n.a. = not applicable.
a. “All including farm” refers to all respondents with a primary employment activity.
b. “Nonfarm only” excludes “Family farm” and the “Other” categories.
c. “Self-employed ratio” is ratio of “Self-employed” to “Public” and “Private” wage employees.



Skills Development in the Informal Sector: Nigeria 183

Improving Skills Development in the Informal Sector • http://dx.doi.org/10.1596/978-0-8213-9968-2 

have acquired fewer diplomas. Instead, they have had recourse to apprentice-
ships as a means of increasing their vocational skills. And importantly, they differ 
in their earnings.

Demographics
Females and rural residents are more likely than men and urban residents to be 
in the informal sector. Table 7.4 shows some key demographic data by sector: 
location, gender, and age. As shown, more than half of informal sector workers 
are females, compared with less than a third of formal sector workers, while the 
proportion of urban dwellers is slightly smaller in the informal sector than the 
formal sector. The age difference, nonetheless, is relatively small.

Skills and Access to Different Occupations
Skills levels differ significantly between formal and informal sectors. Different skills 
can affect earning opportunities through different channels. Skills acquired can 
influence the type of jobs and sectors workers may have access to and can 
directly influence the earnings capabilities within each sector.

Informal sector workers have some basic literacy and numeracy skills, though 
less so than formal workers. Nine of 10 formal workers read, write, or perform 
calculations. The majority of informal sector workers also have basic capacities; 
about 2 in 5 informal workers do not have these basic skills. Only a small 
 minority (between 2 percent and 4 percent) of workers have actually attended a 
 literacy course (table 7.5).

table 7.3 Distribution of employment (primary Activity) in nigeria, by sector 
with Different Definitions

Employment sector Narrowest definitiona Broadest definitionb

Farm (%) 71 71
Formal (%) 9 8
Informal (%) 20 21
Informal share of nonfarm work (%) 68 73
Total workers (thousands) 28,381 28,381

Source: Elaborations based on NBSN 2004.
a. Narrowest measure of informality refers to nonwage workers.
b. Broadest measure includes wage earners at cooperatives and small firms.

table 7.4 Gender, sector, and Age in nigeria, by Formality

Characteristic

Narrow Broad

Wage Nonwage Formal Informal

Proportion of females (%) 30 54 30 53
Proportion of urban residents (%) 74 68 74 68
Mean age (years) 40.8 39.6 41.4 39.4

Source: Elaborations based on NBSN 2004.
Note: Population-weighted proportions.
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Workers in the informal sector have less formal schooling than workers in the 
formal sector. Informal sector workers nonetheless have schooling levels above 
the total population mean of approximately eight years, because the mean 
includes farm workers who have less education. Formal sector workers (using the 
broad definition) have 13 years of education, compared with less than 9 years 
for the informal sector—a gap of 4.5 years. The gap between the formal and 
informal sectors is much more significant than, for example, that between males 
and females (figure 7.1, panel a). Three of five informal workers have not com-
pleted higher-secondary education, compared with one of five formal sector 
workers (figure 7.1, panel b). The main difference between formal and informal 
workers occurs at higher-secondary and postsecondary levels, because over 50 
percent of formal sector workers completed postsecondary education, compared 
with only 6 percent of informal sector workers. Conversely, 15 percent of infor-
mal workers have not completed primary-level education, compared with 2 
percent of formal workers. The proportion that completed vocational training is 

table 7.5 Basic skills across sectors in nigeria, by Gender
Percent

Skill

Narrow Broad

Wage Nonwage Wage Nonwage

Read 91 61 92 62
Write 89 57 91 58
Perform calculations 89 62 90 63
Attended literacy course 3 2 4 2

Source: Elaborations based on NBSN 2004.
Note: “Read” and “Write” refer to English.

Source: Elaborations based on NBSN 2004.

Figure 7.1 education across Formal and informal sectors in nigeria
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insignificant but the same across sectors (1 percent). In short, access to higher 
levels of secondary education and beyond is an important correlate of formal 
sector work.

The sources of skills vary between informal and formal sector workers. 
Enterprise-provided training (on-the-job training, or OJT) generally is rare in 
Nigeria, and the few opportunities that exist are mostly available in the formal 
sector, where some 7 percent of workers have had access to OJT, compared with 
less than 1 percent of informal sector workers. Informal workers instead are 
more likely to have received skills through apprenticeships. One in 5 informal 
sector  workers did an apprenticeship, compared with 1 in 15 formal sector 
workers (table 7.6). Male workers were more likely than female workers to have 
undertaken apprenticeships. These apprenticeships lasted on average for more 
than half a year.

In the informal sector, people who can read, write, and calculate—or any 
of the three—are more likely to have been apprentices than those without 
these basic skills (table 7.7). Having some basic skills is thus important to an 

table 7.6 Apprenticeships by Gender and informality in nigeria

Apprenticeship

All Narrow Broad

Male Female Wage Nonwage Formal Informal

Did apprenticeship (%) 21 12 8 21 6 21
Duration (weeks) 34.7 29.5 31.9 33.2 30.4 33.3

Source: Elaborations based on NBSN 2004.
Note: Weighted. Duration in weeks, conditional on undertaking an apprenticeship.

table 7.7 Apprenticeship and oJt in nigeria, by informality and other possible 
covariates
Percent

Variable

Have been through apprenticeships Have had OJT

Formal Informal Formal Informal

Male 6 27 8 1
Female 2 11 3 0
Urban 6 24 7 2
Rural 4 13 6 0
Education ≥ 10 years 4 24 7 5
Education < 10 years 11 27 2 0

Received OJT 6 5 n.a. n.a.
No OJT 5 5 n.a. n.a.
Can read 5 27 7 1
Cannot read 4 8 4 0
Can calculate 5 27 7 1
Cannot calculate 5 8 4 0
Can write 5 26 7 1
Cannot write 5 11 4 0

Source: Elaborations based on NBSN 2004.
Note: n.a. = not applicable; OJT = on-the-job training.
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apprenticeship, but higher levels of skills may not be as important. In contrast, 
these higher-level skills, measured by education, do seem to be important to 
employment in the formal sector and to further opportunities for OJT offered 
by employers. Men and people living in urban areas are more likely to have 
been apprentices than women and people living in rural areas (table 7.7).

Formal education is an important market signal guiding employer investments 
in training on the job. Employers in table 7.7 prefer investing in workers through 
OJT if the workers have already demonstrated high levels of schooling or ability. 
This pattern is largely a formal sector phenomenon. The descriptive statistics are 
supported later in this chapter by probit analysis on the probability of being an 
apprentice or receiving OJT.4

Multivariate analysis also reveals that skills play an important role in accessing 
sectors with different earnings potentials. Probit equations (tables 7A.3–7A.6) 
indicate a positive relationship between years of education and the probability of 
entering the formal sector (wage work) and a negative relationship between years 
of education and entering the informal sector (nonwage work). As seen in 
 figure 7.2, the predicted participation in farming falls with years of education 
levels while predicted participation in the formal sector rises at an increasing rate 
with education. For the informal sector, the predicted probability is relatively flat 
but falls beyond 12 years (postsecondary education).

Entry to the formal sector increases with education, and vocational training 
also appears to be a strong predictor. Table 7.8 presents marginal effects, each of 
which indicates the impact on the probability of selecting or being given access 
to the formal (or informal) sector after moving from no education to that 

Source: Elaborations based on NBSN 2004. Predicted probabilities generated from multinomial logit.

Figure 7.2 probabilities of Being in a sector in nigeria, Given Years of schooling
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particular level of attainment. Whether focusing on years of education or discrete 
measures, the evidence suggests that for the formal sector, the impact on partici-
pation becomes progressively larger. Note that the marginal effect of vocational 
training on formal sector entry is higher than that for higher-secondary attain-
ment and is much higher than lower secondary despite being only one additional 
year. This finding tentatively suggests vocational training is a relatively fast way 
to enter the formal sector for a person with nine years of schooling, but the 
results are sensitive to the fact that there are relatively few observations of people 
having vocational training.5

Apprenticeships are an important source of skills for the informal sector, 
increasing the predicted probability of informal sector participation by more 
than 30 percentage points. This is consistent with apprenticeships being mostly 
a form of skills development taking place in the informal sector and serving 
primarily to access informal sector work. Conditional on being in the informal 
sector, an apprenticeship does not affect earnings significantly. Short courses, in 
contrast, are associated with formal sector participation. The effect of educa-
tion on the probability of being in the formal or informal sectors corresponds 
to the slopes of the lines in figure 7.2 evaluated at just over eight years of 
education.

Skills and Earnings
Average earnings are higher in the formal sector than the informal sector, but 
informal sector earnings are higher than those of farming. Mean earnings in the 
formal sector exceed mean earnings in the informal sector by between 40 and 60 
percent, depending on method of calculation and indicator used (table 7.9). 
Although the focus here is on comparing the nonfarm formal and informal sec-
tors, it is important to note that informal sector workers typically make more 
income than those in farming.6 Hence, off-farm income offers a potential for 
poverty reduction.

table 7.8 selection into sectors in nigeria: marginal effects

Education level

Nonwage Wage

Effect p-value Effect p-value

Years of education −0.014 0 0.036 0
Primary −0.060 0.019 0.122 0
Lower secondary −0.076 0.101 0.278 0
Vocational −0.097 0.059 0.346 0.002
Higher secondary −0.112 0.002 0.332 0
Postsecondary −0.339 0 0.705 0
Apprentice 0.322 0 −0.075 0
Short course −0.163 0.036 0.265 0.001
Literacy course −0.088 0.059 −0.007 0.788

Source: Elaborations based on NBSN 2004, using narrow definition.
Note: Marginal effects from multinomial logit for selection into the formal or informal sectors. Evaluated for a 
discrete jump from no education and at means of all other variables.
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The dispersion of earnings in the informal and formal sectors, however, leads 
some in the informal sector to earn as much or more than those in the formal 
sector. Figure 7.3 compares the distribution of (log) wages in the formal and infor-
mal sectors. Although the distribution of informal earnings is to the left of that of 
formal earnings, a significant section overlaps, where informal workers are earning 
more than formal sector workers. As discussed in Adams and others (2009) and 
Falco and others (2009), this result supports the view that the informal sector is 
diverse and multitier and is not necessarily inferior to the formal sector.7

The formal sector earnings premium is largely owing to earning differences at 
higher levels of education. For example, using primary income measures, the 
earnings of men are in fact higher in the informal than in the formal sector, up 
to the lower-secondary level (figure 7.4). The overall male premium is caused in 
large part by a composition effect, because many people with a postsecondary 
education are in the formal sector and many people in the informal sector are at 

table 7.9 earnings by sector in nigeria
U.S. dollars

Measure

Narrow Broad

Wage Nonwage Formal Informal

Weighted mean 121 74 127 74
Unweighted mean 117 71 121 71
Median 100 48 108 50

Source: Elaborations based on NBSN 2004.
Note: Primary earnings censored at fifth percentiles of the distribution.

Source: Elaborations based on NBSN 2004.
Note: Distribution of log monthly wage (in naira) by sector. Primary earnings censored at 5 percent.

Figure 7.3 Distribution of Wages in Formal sector compared with informal sector in nigeria
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lower levels (e.g., completed primary). It follows that for the formal sector, earn-
ings increase more for each level of education achieved than is the case for the 
informal sector. For women, formal sector earnings are higher than informal sec-
tor earnings at all education levels. (However, because low-educated women are 
virtually absent in the formal sector, the comparisons are not reliable at the lower 
levels of education.)

Men earn more than women, controlling for other characteristics, and gender 
gaps are more significant in the informal sector. The analysis suggests that men 
have higher earnings, controlling for other factors, and the male premium is 
higher for the informal sector than for the formal sector (tables 7A.3–7A.6). 
A possible explanation is that differences in hours worked are not accounted for 
here or in the types of activity engaged in. Although activities in urban locations 
render a premium over rural activities, no systematic evidence indicates larger 
differences in formal and informal sectors. These results hold across different 
specifications and measures of informality and education.

Formal sector wage workers enjoy an earnings premium over workers in the 
informal sector that is not related to their observable characteristics. This pre-
mium could be the result of some form of segmentation (for example, formal 
sector earnings may be driven by public sector wage policies, which may not be 
competitively determined). However, a number of alternative interpretations are 
available. For instance, the formal premium could in reality be the result of a 
firm-size premium, which is a robust empirical finding explained in part by the 
superior productivity big firms may have (Oi and Idson 1999).
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Acquiring more education does not pay off in the informal sector as well as it 
does in the formal sector. Such low returns (ranging from negative to about 
8 percent, depending on estimates) are not unique to Nigeria or this study. 
Recent Mincerian regressions for seven African countries (not distinguishing 
between formal and informal) result in an average of 7 percent (Behar 2009); the 
average marginal return for the informal sector from eight West African cities 
(Kuepie, Nordam, and Roubaud 2006) is calculated to be 5 percent. A pairwise 
estimate of returns to different levels of education in the informal and formal 
estimates shows that the payoff to education is always lower for the informal 
sector—and in many cases less than half.

The finding that returns to education are low in the informal sector is sub-
ject to a number of possible interpretations. First, it could mean the curricula 
of schools are not well suited to that form of activity. Second, it could reflect 
rationing into the formal sector. Individuals who acquire education but none-
theless fail to secure formal sector work end up in the informal sector, where 
their education is not needed and hence not remunerated. Whether this ration-
ing is random or occurs because informal sector workers also go to bad schools, 
are less capable, or otherwise are disfavored for learning, is not clear. Third, it 
may reflect an inherently convex wage earnings profile in which informal 
 sector workers tend to have low returns because they have low levels of educa-
tion, and formal sector workers have high returns because they manage to get 
to the stage where returns are high. Fourth, it could reflect a less severe pen-
alty to low education levels. Fifth, higher returns could reflect the use of edu-
cation as signaling, which is likely to be more important in the formal sector, 
where wage employment is the main form of work and firing costs are high, so 
that observing the capacity of workers before hiring them (using the level of 
education as a proxy) is important. Vocational training may provide similar 
signals to employers.

The difference between the formal and informal sectors means earnings are 
driven by different returns at higher levels of education—above lower- secondary 
education—whereas differences are small or insignificant at lower levels.8 
Returns increase faster at higher levels and in particular kick in at postsecondary 
education levels. Much of the higher return to education in the formal sector is 
driven by the significantly higher effect of postsecondary education in the for-
mal rather than informal sector. For primary wage earnings, the formal sector 
return is higher at most education levels but much higher for postsecondary 
education. Vocational training has no effect in either sector on primary 
earnings.

Apprenticeships appear to affect earnings weakly, with no robust statistical 
evidence. Nor do other alternative forms of skills development, such as literacy 
courses, short courses, and OJT, show evidence of measurably increasing earnings. 
The main effect of an apprenticeship thus appears to be its association with entry 
into an informal sector job, as discussed previously.

The results of the study are robust. Overall, the differences across the informal 
and formal sectors hold without respect to the definition of the informal 
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sector used. Much of the higher formal return observed for the (linear) years of 
education is driven by postsecondary attainment because returns are more con-
vex in the formal sector than in the informal sector. Apprenticeship is associated 
with working in informal activities relative to farming. Only workers in the for-
mal sector have vocational training and short-term training.

Acquiring skills for the Job market in nigeria

Private sector agents complain of lack of practical hands-on experience, infor-
mation and communication technology knowledge, and communications skills. 
The question is how Nigeria can strengthen training opportunities (in the 
broad sense) to improve productivity and earnings in both the informal and 
formal sectors. The opportunities for skills development take several routes: 
(a) primary to postsecondary levels of education in the formal general educa-
tion system; (b) accredited and formally recognized education and training in 
the formal technical and vocational stream; (c) nonformal, short-term voca-
tional training; and (d) apprenticeships. As seen, employment in the formal 
and informal sectors reflects differences in the routes taken to skills 
development.

Education
Although access to basic education has increased, many children and youth enter 
the labor market with no or very little education. Nigeria’s education system is 
based on a 6-3-3 system (primary, lower secondary, higher secondary), with four 
to six years of postgraduate studies. In the lower levels, school enrollment has 
improved significantly in recent years. Gross enrollment rates for primary and 
lower-secondary education increased by 10 and 12 percentage points, respec-
tively, between 1999 and 2006. Nonetheless, more than 7 million children of 
primary school age remain out of school; one in four primary school students 
never graduates; and progression to secondary remains low, as evidenced by 
enrollment rates of 38 percent and 29 percent, respectively, for lower- and 
higher-secondary levels (table 7.10).

table 7.10 education statistics, nigeria

Indicator 1999 2006 or latest available

Primary gross enrollment rate (%) 91 101
Primary completion ratio (%) — 86
Out-of-school children, primary (thousands) 7.6 7.3
Lower-secondary gross enrollment rate (%) 26 38
Higher-secondary gross enrollment rate (%) 22 29
Vocational and technical as a percentage of secondary enrollment — 4
Tertiary gross enrollment rate (%) 6 10

Source: World Bank 2010.
Note: — = not available.
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Formal Sources of Skills Development
Vocational formal training is very limited. In fact, the total enrollment in technical 
colleges is a mere fraction of that of general secondary-level education (table 7.11). 
Similarly, at the postsecondary level, a strong preference for academic rather than 
technical training is evident. The enrollment in polytechnics or monotechnics is 
less than one-quarter of university enrollment—even though very few make it to 
the university level in the first place. In total, very few young people enter the 
labor market with technical or vocational training acquired in the formal system.

TVET falls under the auspices of the National Board for Technical Education 
(NBTE). The role of the NBTE is to provide standardized minimum guide cur-
ricula and to supervise, regulate, and accredit institutions, including secondary 
and tertiary levels. It also has the responsibility of providing advice on the use of 
the Industrial Training Fund.

At both secondary and tertiary levels, TVET institutions are detached from 
labor market needs. Secondary-level technical colleges produce craftspersons and 
master craftspersons. The focus tends to be on traditional mechanical or technical 
vocations, such as electricians, vehicle mechanics, and masonry; women make up 
only 20 percent of students. These colleges are intended to equip students with 
job-specific skills (technical, agricultural, commercial, and economic) and, in 
parallel, assist them in building skills necessary for successful self-employment 
and independence—midlevel technical skills that are in short supply in Nigeria 
as in many other developing countries. However, the colleges remain largely sup-
ply driven, have a dated approach to content and teaching, and suffer from poor 
equipment and facilities. Tertiary-level polytechnics produce technicians, profes-
sionals, and engineers. The focus is primarily on nontechnical vocations. In par-
ticular, business-oriented vocational training dominates the overall picture with 
accounting, business studies, marketing, and banking and finance accounting for 
nearly half of all graduates (2004 data). The polytechnics appear to have lower 
status and fewer resources available for quality improvement than universities 
do, with ensuing problems of lower-quality staff and management. As in the 
technical colleges, the approach and content of the training offered are detached 
from labor market needs, and no partnering is done with the private sector to 
improve this situation.

table 7.11 enrollment in vocational education compared to General postbasic 
education in nigeria
Thousands

Education type Enrollment

General higher-secondary education 2,773
Technical colleges 73
Universities 725
Polytechnics 139
Monotechnics 21

Source: Billetoft 2010.
Note: Data are for 2004/05.
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Private institutions are meeting some of the excess demand for skills 
 development. New types of institutions—vocational enterprise institutions and 
innovative enterprise institutions—have been established in Nigeria since 2007. 
They are private institutions allowed to offer TVET in the area of technical man-
power. The focus is very much on technology and practical training, targeted to 
school leavers, persons who want to upgrade their skills, university graduates 
seeking employable skills, and second-chance education seekers. Demand has so 
far exceeded expectations, suggesting a significant need for and interest in skills 
development that remain unmet by the formal public system.

Overall, the education system and the demand from students show strong 
preferences for nontechnical vocations and for tertiary-level professions over 
secondary. This may well reflect the high earnings premium for postsecondary 
education (discussed previously).

However, a significant skills mismatch appears to exist in the labor market. 
Unemployment is high among university graduates, while simultaneously the 
Nigerian economy suffers from a lack of skilled craftspersons in various profes-
sions. Different technical and broad workplace skills are also in deficit. A recent 
study of the demand for vocational and technical skills that asked employers and 
stakeholders about their perceptions of graduates’ skills showed deficiencies of 
technical skills in areas such as mechanics, electrical installation, and other areas 
where many programs in fact are offered and demonstrated a lack of more 
 general competencies such as analytical, information and communication tech-
nology, or important workplace skills (table 7.12).

Nonformal and Traditional Sources of Skills Development
The mainstream education system is complemented by nonformal private train-
ing and traditional apprenticeships. Both of these streams are likely, by far, to 
exceed formal TVET in volume, with apprenticeships proving relevant to the 
informal sector.

Nonformal training systems are flexible but remain largely unregulated and of 
unknown quality. Although a flexible training system may be advantageous, the 
lack of standards in certification reduces the efficiency of training in terms of 
signaling of acquired competences, and the lack of direct connection to labor 
market needs further reduces the effectiveness of training in alleviating con-
straints in both job and product markets.

For a majority of nonfarm workers, training outside the formal system, especially 
traditional apprenticeships, is the main form of training available. A Nigerian study 
(NISER 2007) found that more than half the operators interviewed had acquired 
their skills through apprenticeships in one form or another. Of some importance, 
not only uneducated youth but also some of those who completed secondary 
education and beyond had attended some form of informal learning before setting 
up a business. The study also suggested that lack of basic skills (literacy) and lack 
of equipment tended to hamper skills development in the informal sector.

Nonformal training caters to a diverse range of students. The nonformal train-
ing modes usually result in some form of certificate of attendance but do not 
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provide a recognized qualification. These types of training are generally short 
term (less than a year), provided by different entities, and directed at many dif-
ferent audiences and at different stages in life. They include unschooled youth 
and dropouts as well as older workers wishing to complement an existing quali-
fication. Training is provided by ministries and regional authorities as well as by 
nongovernmental organizations and private for-profit institutions. The evidence 
suggests that demand outstrips supply of places in the public programs, explain-
ing why a relatively vibrant parallel private market exists.

Overall, public initiatives (training programs, trade certification, formal 
apprenticeship systems) face problems of limited access and excess demand, 
uneven quality, lack of connection to labor markets, and lack of monitoring and 
evaluation of program impact and outcomes:

•	 Public training programs specifically intended to combat mass unemployment face 
significant quality problems. These programs are governed by the National 
Directorate of Employment and target unemployed new entrants to the labor 
market and other persons who lack productive and marketable skills. The main 

table 7.12 priority Areas for skills Development in nigeria

Growth areas Broad occupations in demand Specific occupations Generic skills

Farm Livestock rearing Poultry farming Communications
Crop rotation Dairy farming Supervisory
Animal husbandry Aquaculture Numeracy

Manufacturing Food processing Food preparation Work related
Light manufacturing Metal fabrication Literacy

Carpentry Information and 
communication 
technology

Furniture maker
Structural timber

Entrepreneurship Boat maker
Services Wholesale and retail Garment/tailoring

Information and communication 
technology

Computer programming
Auto mechanics

Vehicle repair Hairdressing
Motor vehicle mechanic

Hotel and restaurant Catering Cooks
Hotel management Supervisors
Tourism Pottery making

Construction Masonry Electrician
Carpenters Electrical installation

Brickmaking
Scaffolding
Arc welder
Bricklayer
Carpenter

Source: Billetoft 2010.
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programs are the Open Apprenticeship Scheme, the School-on-Wheels pro-
gram, and the Entrepreneurial Development Programs. These programs are 
limited by a large volume of applicants, a lack of resources to meet this demand, 
and serious quality problems related to lack of monitoring and evaluation of 
skills at completion as well as labor market outcomes for graduates over the 
long run. In addition to the National Directorate of Employment, the Ministry 
of Youth provides short-term skills training for unemployed youth, focusing on 
farming and agrifood sectors. Private initiatives at different levels complement 
these public initiatives, often in some form of public-private partnership or 
with support of international partners.

•	 The trades testing system effectively excludes those with lower skills. The govern-
ment also provides trades testing, the official system for assessing and classify-
ing artisans and craftspersons in different skills. Only past apprentices or those 
with vocational training qualify to take the test even at the lowest level. The 
capacity of the testing system is strained by lack of testing of practical skills, 
lack of skilled testers, and infrequent updating (every five years) of the curricu-
lum used, making the system unlikely to pick up new and changing skills.

•	 The Open Apprenticeship Scheme is hampered by lack of skilled trainers and lack 
of relevance. The scheme provides vocational skills acquisition for out-of-
school unemployed youth and dropouts in approximately 80 trades. The 
entrants work with master craftspersons for between 3 and 24 months, 
depending on the trade, and are provided with a certificate of attendance at 
the end. The annual intake is significant, about 37,000 per year. The National 
Directorate of Employment authorizes only a limited number of craftsper-
sons, resulting in a very high apprentice-master ratio. Another constraint is that 
the scheme is not adjusted to labor market needs: the course content is not 
linked to economic, technological, or labor market developments; there is no 
quality monitoring or evaluation; and the trainers often lack up-to-date tech-
nical and pedagogical skills.

Traditional apprenticeships remain the most important form of skills develop-
ment. These have both important strengths and weaknesses. Although no official 
numbers on traditional apprenticeships exist, the household survey analysis pre-
sented previously (see table 7.7) shows that apprenticeships provide the most 
significant form of training to informal sector workers and are likely to exceed 
other forms of vocational training by a large margin, including the Open 
Apprenticeship Scheme. Apprenticeships, as a self-financed system, generally 
display high flexibility, combine work with learning, are accessible for youth with 
very little or no prior training, and are connected to labor markets in ways that 
formal training forms rarely manage to be. Yet their efficiency is generally 
 hampered by the limited knowledge of master craftspersons, who generally lack 
the ability to continuously upgrade knowledge. In addition, the lack of standard-
ized certification is problematic. When the master craftsperson considers 
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the apprentice qualified, he or she is released, usually with a certificate of quali-
fication, but this does not comply with any official standards that could be rec-
ognized nationally.

In all, the institutional framework for skills development suffers from several 
problems. First, the population’s overall education levels remain very low and 
provide a weak base to build upon. Second, TVET, whether through formal or 
nonformal means, is provided in a fragmented system with no coherent overall 
approach to monitoring, certification, or accreditation that is pervaded by quality 
problems. Third, because of this fragmentation, few links exist between labor 
market developments and manpower needs, on the one hand, and training on the 
other. The lack of strategy for lifelong learning and opportunities to increase skills 
development for educated youth, older workers, the unschooled, and dropouts, 
means that no coherent approach exists for addressing skills and job gaps in the 
labor market.

Basic competencies appear important to provide access to the informal sec-
tor compared to farming, and as such to higher earnings options. Although 
much has been achieved in terms of increasing access to primary education, 
further work is needed to help the population ensure a certain level of literacy 
and numeracy through higher-quality basic education. At the same time, the 
private sector provides a significant amount of the available training, with a 
wider reach and higher accessibility to a diverse clientele, although it varies 
extremely in quality. Improving the outcomes of private sector training, for 
example by providing a transparent, uniform system of certification and trades 
testing, would be a means of increasing and standardizing the value of tradi-
tional apprenticeships.

conclusions

Most adults in Nigeria work in the farm sector with most of the remaining 
30 percent working in the nonfarm informal sector. They work for themselves 
and their families or, to a smaller extent, are employed in small informal firms.

The informal sector offers better earning opportunities than the farm sector, 
but earnings lag behind those in the formal sector. Mean earnings are significantly 
higher in the formal sector than in the informal sector. The formal sector pre-
mium occurs throughout the earnings distribution though some overlap occurs, 
indicating that some workers in the informal sector can earn more than those in 
the formal sector.

Different forms of skills provide entry to different sectors. Apprenticeships are 
an important form of entry into informal sector activity, and basic skills like read-
ing, writing, and counting improve access to apprenticeships. Higher levels of 
education and vocational training increase the likelihood of a person being 
employed in the formal sector. The most important effects appear to kick in 
beyond primary levels of education. However, an education “overlap” exists 
because a substantial number of workers in the informal sector have higher- 
secondary education levels or above.
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The economic gains from education and skills development are higher in the 
formal than in the informal sector, though the magnitude and degree of statistical 
significance of the results depend on the specifications and variables used. Returns 
to education appear to be convex, in both the informal and formal sectors; much 
of the difference in returns between formal and informal sectors occurs at post-
secondary attainment. There are no clear returns to apprenticeships, however. It is 
conceivable that the major role of apprenticeship is to create the basis for estab-
lishing oneself as an independent worker, rather than remain in the farm sector.

Although access to basic education has increased, many youths enter the labor 
market with little education, and TVET and labor market–oriented training are 
limited. Most children do not complete basic education, and enrollment in for-
mal vocational training is low at all levels. The nonformal and traditional sectors 
provide much more training, and to a much more diverse clientele, but are rid-
den with their own quality problems.

Reforms are important for skills in both the formal and informal sectors. 
A  significant mismatch appears to exist between job opportunities (demand for 
skills) and the type of qualifications provided (offer of skills) in the education 
system, compounded by a general lack of practical training and a disregard of 
vocational education in favor of tertiary levels of education. Traditional appren-
ticeships fill an important gap but have their own limits, in terms of lack of com-
mon standards, and appear not to raise productivity per se. The informal sector 
is not the focus of policy. Little systematic evidence is available on the effective-
ness of different small- or large-scale program initiatives for the informal sector 
that could be explored to inform policy.

Access to quality formal education at the lower level and a shift toward 
 competence-based learning and relevance of skills for the job market and private 
sector needs are key to skills development. Basic literacy and numeracy together 
with workplace skills are important for successful work as a self-employed 
 entrepreneur and are strongly associated with access to apprenticeship. But post-
basic levels of education are those that pay off in terms of higher earnings. Thus, 
continuing to expand these options while building a stronger foundation is 
important.

A stronger focus on policies for the informal sector is needed to help this 
important and growing sector develop higher productivity and increase mobility 
into formal sector activities. As documented elsewhere in this book, people 
working in the informal sector face several constraints in terms of skills develop-
ment, including lack of resources or at least cash flow to pay for training, lack of 
time to attend daytime courses, and needs for multiple skills. Programs that reach 
out to small-scale businesses need to consider these constraints.

Involving the private sector can significantly strengthen the currently weak 
links between demand for skills (by employers or customers of goods and ser-
vices), the availability of skills in the population, and the provision of skills 
through private and public actors. In Nigeria, associations of micro- and small 
enterprises exist in several trades. These can be involved in facilitating course 
upgrading, overseeing apprenticeship training, issuing certificates, or taking part 
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in trades testing for the informal sector. They can also be involved in raising 
awareness of the importance of skills development and of available schemes. 
Smaller organizations with strong local coverage may be more suitable for this 
type of engagement than larger associations

The government could tap into the demand for training visible in the appar-
ently important—but largely unregulated—private supply of training. For exam-
ple, more innovative ways of financing skills development, such as using voucher 
systems as in Kenya, could be envisaged, while the public sector could be respon-
sible for quality control. Finally, the content and signaling effect of traditional 
apprenticeships could also be strengthened by standardized certifications.

Annex 7A: tables

The annex tables provide additional information related to the analysis. 
Table 7A.1 relates to method while table 7A.2 presents mean earnings for differ-
ent categories. Tables 7A.3–7A.5 provide the multivariate analysis that explains 
links between level of education, sector of employment, and earnings on the job.

table 7A.1 Assigning Years to levels of education

Education completed Years

None 0
Some primary or Koranic education only 3
Primary complete or some lower secondary 6
Lower secondary complete or some higher secondary 9
Vocational 10
Higher secondary complete 12
Postsecondary 16

Source: Elaborations based on NBSN 2004.
Note: Aggregate education categories (based on education completed) and years assigned. Vocational 
training is given a value of 10 (between lower and higher secondary). Koranic education is assigned the 
same value as having some primary education.

table 7A.2 monthly mean primary earnings by level of education, sector, and 
Gender
Nigerian naira

Level of education

Males Females

Informal Formal Informal Formal

None 12,942 17,000 4,508 n.a.
Some primary or Koranic 11,778 9,715 6,003 13,400
Primary complete 12,105 11,496 6,577 10,556
Lower secondary 11,592 11,682 6,052 8,173
Vocational 7,543 11,139 5,200 8,550
Higher secondary 12,171 13,660 6,733 10,593
Postsecondary 16,823 20,188 9,498 17,820

Total 12,454 16,399 6,664 15,165

Source: Elaborations based on NBSN 2004.
Note: n.a. = not applicable (no women in the formal sector have no education).
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table 7A.3 earnings Functions: Wage Workers/nonwage Workers, with Years of education

Stage Variable

OLS Heckman Multinomial logit

Nonwage Wage Nonwage Wage Nonwage Wage

Second Main
Male 0.615*** 0.158*** 0.594*** 0.226*** 0.582*** 0.131*
Urban 0.120* 0.105* 0.107* 0.207* 0.001 0.274**
Education 0.025*** 0.054*** 0.008 0.099*** −0.006 0.069***
Age 0.055*** 0.069*** 0.043*** 0.123*** 0.032* 0.097***
Age squared −0.001** −0.001*** −0.000** −0.001*** 0 −0.001***
Apprentice −0.065 −0.076 0.016 −0.272** 0.007 −0.093
Short course 0.526*** −0.003 0.388 0.207 0.352 0.050
Literacy course 0.127 0.057 −0.111 0.034 −0.099 0.023
Literate/numerate 0.023 0.095 0.084 0.162** 0.075 0.138
Informality −0.302***
Lambda 0.107 0.367
Selection_ag −0.009 −0.234
Selection_formal −0.680 0.148
Selection_informal −0.089 0.520*

First Male −0.416*** 0.301*** −0.396*** 0.353***
Urban 0.247*** 0.498*** 2.087*** 1.778***
Education −0.141*** 0.153*** 0.026** 0.287***
Age −0.0401* 0.136*** 0.064*** 0.226***
Age squared 0 −0.001*** −0.009*** −0.002***
Apprentice 0.824*** −0.328*** 1.524*** 0.176
Short course −0.544** 0.750*** −0.012 1.266***
Literacy course −0.247 −0.052 −0.343* −0.152
Literate/numerate −0.096 0.147** 0.071 0.293**
Hh_kids 0.002 −0.023** −0.035** −0.060***
Married 0.146** −0.068 −0.058 −0.170*
Government grants −0.000* −0.000*

Number of 
observations

1,995 1,565 4,127 13,429 12,546 12,546

Source: Elaborations based on NBSN 2004.
Note: Dependent variable is monthly wages from primary activity in Log Naira. First stage is either probit equation for participation in formal 
(wage) or informal (nonwage) sectors (binary) or a multinomial logit simultaneously estimated for the formal and informal sectors relative to 
farming; lambda indicates correlation between errors (the inverse Mills ratio) in probit and second stage while m_ terms are control terms for 
participation in each of the three sectors. Standard errors clustered in linear estimate, adjusted for two-stage procedure in Heckman and 
bootstrapped in multinomial logit; population weights are used in OLS and Heckman. OLS = ordinary least squares.
Significance level: * = 10 percent; ** = 5 percent; *** = 1 percent.
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table 7A.4 earnings Functions: informal/Formal Workers (Broad Definition), with Years of education

Stage Variable

OLS Heckman two-stage Multinomial logit

Informal Formal Informal Formal Informal Formal

Second Main

Male 0.607*** 0.115** 0.637*** 0.130** 0.6187*** 0.093
Urban 0.110* 0.122* −0.199 0.118* −0.0869 0.2753*
Education 0.0250*** 0.0605*** 0.0379*** 0.0660*** 0.0054 0.0672*
Age 0.0563*** 0.0636*** 0.0442** 0.0650*** 0.0393* 0.0723*
Age squared −0.0005*** −0.0006** −0.0004* −0.0006** −0.0003 −0.0007
Apprentice −0.0606 −0.0741 −0.271* −0.111 −0.0897 −0.0734
Short course 0.281 0.0202 0.425 0.0432 0.2302 0.0278
Literacy course 0.148 0.0279 0.199 0.0365 −0.0664 −0.004
Literate/numerate 0.0337 0.0803 −0.0188 0.092 0.0806 0.1321
Selection_ag 0.1902 −0.0597
Selection_formal −0.2389 0.0863
Selection_informal −0.0896 0.4987

First Male −0.0902* 0.339*** −0.3287*** 0.2994***
Urban 0.997*** −0.127 2.097*** 1.730***
Education −0.0568*** 0.161*** 0.0297*** 0.313***
Age 0.0444*** 0.125*** 0.0585*** 0.2858***
Age squared −0.0006*** −0.0013*** −0.0008*** −0.0030***
Apprentice 0.859*** −0.701*** 1.487*** −0.0574
Short course −0.438* 0.821*** 0.053 1.313***
Literacy course −0.270* 0.193 −0.4111** −0.0392
Literate/numerate 0.199*** 0.179* 0.0764 0.3447***
Hh_kids −0.0214** −0.0001 −0.0384*** −0.0613***
Married 0.0489 −0.160** −0.0837 −0.1453*
Government grants −0.00001** −0.0000*

Ancillary 
statistics

Number of observations 2,169 1,391 12,542 5,014 12,546 12,546
Lambda −0.393 0.0512

Source: Elaborations based on NBSN 2004.
Note: Dependent variable is monthly wages from primary activity in Log Naira. First stage is either probit equation for participation in formal 
(wage) or informal (nonwage) sectors (binary) or a multinomial logit simultaneously estimated for the formal and informal sectors relative to 
farming; lambda indicates correlation between errors (the inverse Mills ratio) in probit and second stage while m_ terms are control terms for 
participation in each of the three sectors. Standard errors clustered in linear estimate, adjusted for two-stage procedure in Heckman and 
bootstrapped in multinomial logit; population weights used in OLS and Heckman. OLS = ordinary least squares.
Significance level: * = 10 percent; ** = 5 percent; *** = 1 percent.
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table 7A.5 earnings Functions: Wage Workers/nonwage Workers, with highest education Attained

Stage Variable

OLS Heckman Multinomial logit

Nonwage Wage Nonwage Wage Nonwage Wage

Second Main

Male 0.593*** 0.160*** 0.599*** 0.134* 0.584*** 0.201***

Urban 0.123* 0.119* 0.094 0.068 −0.060 0.313***
Primary 0.023 0.17 0.005 0.128 −0.028 0.195
Lower secondary 0.022 0.302* −0.012 0.212 −0.091 0.354*
Vocational −0.001 −0.022 −0.149 0.163 −0.249 0.383
Higher secondary 0.099 0.227 0.049 0.197 −0.058 0.420**
Postsecondary 0.504*** 0.665*** 0.338 0.556 0.169 1.085***
Age 0.055*** 0.057*** 0.044*** 0.070*** 0.033** 0.095***
Age squared −0.001** −0.001** −0.000** −0.001** −0.000* −0.001***
Apprentice −0.037 −0.071 0.004 −0.149 −0.029 −0.111
Short course 0.483** 0.023 0.383 0.025 0.340 0.189
Literacy course 0.057 0.012 −0.16 −0.006 −0.146 −0.04
Literate/numerate 0.058 0.158 0.108* 0.142* 0.089 0.195***
Informality −0.292***
Lambda 0.024 −0.088
Selection_Ag 0.031 −0.847*
Selection_Formal −0.636 0.062
Selection_Informal −0.175 −0.238

First Male −0.435*** 0.303*** −0.319*** 0.417***
Urban 0.235*** 0.492*** 2.096*** 1.783***
Primary −0.293* 0.404*** −0.074 0.677***
Lower secondary −0.576*** 0.661*** 0.189 1.387***
Vocational −0.969** 1.038*** 0.195 1.881***
Higher secondary −0.716*** 0.945*** 0.291** 1.853***
Postsecondary −1.978*** 2.092*** 0.005 3.713***
Age −0.029 0.121*** 0.064*** 0.213***
Age squared 0 −0.001*** −0.001*** −0.002***
Apprentice 0.764*** −0.268*** 1.530*** 0.302*
Short course −0.470** 0.667*** 0.168 1.303***
Literacy course −0.185 −0.107 −0.322* −0.246
Literate/numerate −0.182* 0.207*** 0.085 0.421***
Hh_kids −0.001 −0.022** −0.032** −0.057***
Married 0.204*** −0.081* −0.055 −0.233
Government grants −0.000* −0.000*

Number of observations 1,893 1,525 3,965 12,286 11,558 11,558

Source: Elaborations based on NBSN 2004.
Note: Dependent variable is monthly wages from primary activity in Log Naira. First stage is either probit equation for participation in formal 
(wage) or informal (nonwage) sectors (binary) or a multinomial logit simultaneously estimated for the formal and informal sectors relative to 
farming; lambda indicates correlation between errors (the inverse Mills ratio) in probit and second stage while m_ terms are control terms for 
participation in each of the three sectors. Standard errors clustered in linear estimate, adjusted for two-stage procedure in Heckman and 
bootstrapped in multinomial logit; population weights used in OLS and Heckman. OLS = ordinary least squares.
Significance level: * = 10 percent; ** = 5 percent; *** = 1 percent.
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table 7A.6 earnings Functions: informal Workers/Formal Workers, with highest education Attained

Stage Variable

OLS Binary Multinomial logit

Informal Formal Informal Formal Informal Formal

Second Main
Male 0.588*** 0.115** 0.636*** 0.122* 0.6167*** 0.1467*
Urban 0.114* 0.137** −0.253 0.147* −0.0701 0.2778**
Primary 0.0367 0.106 0.0184 0.17 0.0212 0.227
Lower secondary 0.0461 0.247 −0.0171 0.307 −0.0154 0.4124
Vocational 0.0572 −0.0624 −0.0507 0.237 −0.1118 0.3908
Higher secondary 0.107 0.211 0.0327 0.309 0.0321 0.4579
Postsecondary 0.506*** 0.643*** 0.656*** 0.752 0.4021 1.04*
Age 0.0561*** 0.0570*** 0.0278 0.0660* 0.0417 0.0813**
Age squared −0.0005*** −0.0005** −0.0002 −0.0006* −0.0004 −0.0007**
Apprentice1 −0.0349 −0.055 −0.282* −0.12 −0.0788 −0.1113
Short course1 0.269 0.0424 0.283 0.0817 0.254 0.1618
Literacy course1 0.0855 −0.0243 −0.0537 −0.0396 −0.1214 −0.0446
Literate/numerate 0.0709 0.133 0.0853 0.144* 0.1068* 0.175*
Selection_Ag 0.02 −0.4047
Selection_Formal −0.1875 0.064
Selection_Informal −0.1462 −0.0784

First Male −0.121*** 0.269*** −0.2536*** 0.3573***
Urban 0.980*** 0.419*** 2.104*** 1.729***
Primary 0.0299 0.460*** −0.0859 0.9841***
Lower secondary 0.0984 0.751*** 0.1945 1.72***
Vocational −0.147 1.239*** 0.1089 2.419***
Higher secondary 0.133* 1.049*** 0.2955** 2.26***
Postsecondary −0.797*** 2.197*** 0.1128 4.174***
Age 0.0618*** 0.142*** 0.0589*** 0.2670***
Age squared −0.0008*** −0.0015*** −0.0008*** −0.0029***
Apprentice1 0.910*** −0.388*** 1.499*** 0.0773
Short course1 −0.102 0.652*** 0.225 1.340***
Literacy course1 −0.276** −0.0378 −0.3908* −0.1429
Literate/numerate 0.0811 0.214*** 0.0883 0.4555***
Hh_kids −0.0273*** −0.0185* −0.0348*** −0.0585***
Married 0.00074 −0.052 −0.089 −0.1936*
Government grants −0.00001* −0.0000*

Ancillary 
statistics

Number of observations 2,058 1,360 11,530 12,367 11,558 11,558
Lambda −0.477 0.037
Rho_Ag 0.034 −0.7876
Rho_Formal −0.3186 0.1246
Rho3_Informal −0.2485* −0.1525

Source: Elaborations based on NBSN 2004.
Note: Dependent variable is monthly wages from primary activity in Log Naira. First stage is either probit equation for participation in formal 
(wage) or informal (nonwage) sectors (binary) or a multinomial logit simultaneously estimated for the formal and informal sectors relative to 
farming; lambda indicates correlation between errors (the inverse Mills ratio) in probit and second stage while m_ terms are control terms for 
participation in each of the three sectors. Standard errors clustered in linear estimate, adjusted for two-stage procedure in Heckman and 
bootstrapped in multinomial logit; population weights used in OLS and Heckman. OLS = ordinary least squares.
Significance level: * = 10 percent; ** = 5 percent; *** = 1 percent.
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notes

 1. The chapter is largely based on Behar (2010) and Billetoft (2010).

 2. The NLSS is also analyzed in Haywood (2007) and Haywood and Teal (2010).

 3. Access to benefits implies at least one of the following is true: worker has a formal 
contract; has a pension; has entitlements to paid holidays, sick leave, medical care, or 
other benefits, or works for a firm that is unionized.

 4. Results are available on request.

 5. Possible reasons are discussed in Adams and others (2009).

 6. Based on the (limited number of) responses for farm income, the median amount 
received is about US$30, less than half of the corresponding informal earnings 
measures.

 7. However, the analysis of the cumulative distribution functions (available on request) 
confirms that distribution for the informal sector is everywhere above that for the 
formal sector. Thus, a greater proportion of informal sector workers than formal sector 
workers is always earning less than a certain amount, regardless of that amount.

 8. Convexity in returns, where the return is higher at higher levels of education, has been 
found in a number of studies; see, for example, Colclough, Kingdon, and Patrinos 
(2009).
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