
 

170 

 

DUTSE JOURNAL OF ECONOMICS AND DEVELOPMENT STUDIES (DUJEDS) 

DEPARTMENT OF ECONOMICS AND DEVELOPMENT STUDIES 

FEDERAL UNIVERSITY DUTSE 

E-Mail: dujeds@fud.edu.ng 

 

 

INFORMAL SECTOR LABOUR EMPLOYMENT IN NIGERIA:  

A SOCIO-ECONOMIC ANALYSIS FROM THE DEMAND AND 

SUPPLY PERSPECTIVES  

 
Department of Economics & Management Science,     INUWA Ibrahim Balarabe 

       Faculty of Social and Management Sciences,  

       Nigeria Police Academy, Wudil-Kano, Nigeria 

 

 

Abstract  

Demand for labour services has increased due to expansion of informal sector activities, while on the supply 

side, labour faces some challenges. For this reason, this paper attempts to analyse the influence of some socio-

economic factors on the informal sector labour employment from both demand and supply perspectives in Kano 

state, Nigeria. A logistic regression model is applied in this study to examine the influence of these factors by 

using the survey data of 1,386 respondents collected from rural and urban areas in the state. The location of a 

labour, wage paid to him and profit of employer are found to be statistically significant in influencing the 

employment while age and gender of a labour show no statistical significance. However, his experience is 

positively found to influence his employment in the state. Finding from the study suggested that, the inability of 

individuals to obtain a job in an informal sector in Nigeria suggests a weak economic policy of favouring urban 

area over rural area. Having a lower age and being a female reflect a problem which is not required by firms in 

the labour market. The paper recommended that, improving existing infrastructures in rural area to further 

create more job opportunities and training the people, especially the females, for skills acquisition to facilitate 

employment.    
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Introduction 

Informal sector employment has increased rapidly 

over the past two decades in many developing 

countries and the increase is attributed to the large 

number of informal employment to that of the 

formal employment due to unemployment among 

youth which is of great concern to government of 

many developing countries such as Nigeria. A 

recent report by the Nigeria`s National Bureau of 

Statistics (NBS) shows that unemployment rate in 

the country has increased between 9.9% to 10.4% 

in the last quarter of 2015 and total number of 

unemployed persons increases from 518 thousand 

to 8 million while number of labour force 

increases from 1 million to 76.95 million 

respectively. In addition, the underemployment 

rate grows from 17.4% (about 13.2 million) to 

18.7% (14.4 million) averaging from 8.85% in 

2006 until 2016, reaching a very high level of 

19.7% in the fourth quarter of 2009 due to 

economic meltdown and then falls to the low 

record of 5.1% in the fourth quarter of 2010, 

(NBS, 2017). Developing countries  erious 

ployment due to the large population 

growth, rural-urban migration ion 

of l ector in the economy. k jobs 

opportunity and skill mismatch of labour in the 

urban area coupled with non-attracted rural life 

with very little income dominated by farming 

force rural youth to the cities to look for better 

economic prospects which adds to the existing 

urban labour force and making it difficult for most 

unemployed youth to secure employment. As a 

result, the informal output expands causing a 

substantial growth of informal ector in which 

rs are in low paid mployment under 

unregulated poor working conditions with 

deteriorating ing tandard

Informal sector plays important role in jobs 

creation to unemp oyed youths who do not have 

acquired formal education and absorbs rural 

migrants who could not work in formal sector 

paving way for economic growth and development 

which is of interest to policy makers (Muller, 

2003). The sector is characterized by unrestricted 

entry and self-employment and the process by 

which it absorbs new workers especially wage- 



DUTSE JOURNAL OF ECONOMICS AND DEVELOPMENT STUDIES (DUJEDS)  VOL. 6, NO. 2, DECEMBER. 2018 ISSN: 2536-6130 

  

171 

 

earning workers remains unclear. This is why very 

few studies have been conducted on informal 

sector, especially from the perspectives of labour 

demand and supply and bulk of studies on labour 

demand and supply have focused on the formal 

sector among such studies are (Teal, 1995, 2000; 

Schneider, 2004). Consequently, this has limited 

he understanding of what determines labour 

demand and supply in the nforma sec or. 

 

The developing countries, Nigeria inclusive, 

currently face unemployment challenges 

resulting from large and diversification 

of the formal sector in the which makes it 

difficult for large part of labour force secure jobs 

in the formal sector. The unemployed individual is 

referred to the portion of the labour force which is 

ready to work at on-going wage rate but such a job 

cannot be found. A recent statistics shows that total 

number of unemployed persons in Nigeria stands at 

7.6% in 2011 and drops to 7.5% between the 2012 

and 2016, World Bank (2016). The result of 

in many cities has increased and 

consequently the upheavals are high 

resulting in political crimes deteriorating living 

standard (Olofin & Folawewo, 2006) It 

pertinent to discuss this issue due to the high 

labour absorption capacity of the sector and 

mass production of goods they produce at 

ffordabl price using indigenous technology.  

 

The aim of this study is to examine the factors that 

influence informal sector labour employment by 

examining the socio-economic characteristics of 

the respondents. Next section discusses the 

conceptual review that underpins labour demand 

and labour supply, the informal sector, overview of 

unemployment in Africa, empirical labour demand 

and supply and related studies in Nigeria. Section 3 

details methodology and dataset used, while 

Section 4 discusses the results and the marginal 

effects. Section 5 provides conclusions, some 

recommendations based on the findings.  

 

Conceptual Review  
socioeconomicAttention is focused on the  factors 

determining labour demand and supply rather than 

to focus on the operation of the labour market 

itself. In this section, labour demand and supply 

and relevant literature of informal sector and theory 

of unemployment are discussed.  

 
Labour Demand 
Labour demand is a function of the characteristics 

of demand in the product market. Labour demand 

is simply the demand for labour service supplied by 

the owners to the market. In this market there 

buyers of the service (producers) and sellers of 

labour services accept the price (wage) which is 

determined by the interaction between demand and 

supply curves in the market. In this case, the labour 

is unskilled with low formal education and he 

supplied his services to the market which is 

informal, unorganised and unregulated. Therefore, 

urban informal sector has all the features of 

informality as defined by Ghose (2010), in his 

study of ILO. It has the following features; 

unregulated and competitive market, ease of entry, 

reliance on indigenous resource, ownership by 

family members, operation on small scale basis 

with less than ten workers, using labour-intensive 

method of production and adopted technology, 

using skills acquired through apprenticeship which 

is obtained outside formal school system. In this 

regard, Hart (1973) in his study in Ghana, defines 

informal sector in terms of working conditions of 

the individuals and whether they work for wages 

with good conditions or informally as self-

employed workers.  

 

Labour Supply 

Labour supply is a function of wage rate which is 

determined by labour market. It is measured by 

labour embodiment and number of hours spent to 

work. Labour supply is determined by individual 

characteristics such as experience, gender, location 

and wage function. In the context of labour 

supply, many empirical studies are found in the 

literature regarding factors responsible for labour 

& supply (Rosenzweig, 1978, Barnum Squire, 

1979; Lopez, 1984; Thapa, 2000). 

 

Informal Sector   

The concept of informal sector was first 

introduced in 1973 by Keith Hart, who is a social 

anthropologist. Since that time it has attracted 

much interest and discussion among various 

scholars and policy-makers. The concept was 

introduced to describe a part of the urban labour 

force in Ghana, who worked outside formal 

organised labour market. Hart described informal 

sector the same way as the small self-employed 

individuals. International Labour Organization 

(ILO) later used the concept in its reports to 

describe labour market conditions in other African 

countries, and the World Bank also used it in its 

series of studies of urbanization and poverty 

throughout the Third World counties (Mazumdar, 

1976; Sethuraman, 1981). 

 

Informal employment is defined as a situation in 

which there is no formal contractual arrangement 

between employer and employees regarding the 

employment of workers and there is no job 

security as normally found in a formal job and at 

the end of the contract the workers will go without 

social security (Dalgarno & Lewis, 1955). 

Informal sector is a group of enterprises or 

unincorporated enterprises that are owned and 
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managed by households who employ family 

members to work on occasional basis, and employ 

one or more employees on a continuous basis 

below a specified level of employment (5 

employees or above) and it does not have a 

registration of the enterprise or its employees (De 

Beer, Fu, & Wunsch-Vincent, 2013). Another 

definition by (Hussmanns, 2004) shades more 

light on the previous definitions to include 

informal employment both at inside and outside of 

informal enterprises. It comprises the total number 

of informal jobs that are, in law or practice, not 

subject to national labour legislation, income 

taxation, social protection or entitlement to certain 

employment benefits, whether carried out in 

formal sector enterprises, informal sector 

enterprises, or households.  

 

Moreover, there are two theories regarding the 

explanation of why people participate in the 

informal employment.
 

The first is 

segmentation/exclusion theory which suggests that 

informal employment is a response to involuntary 

unemployment in the economy. This is to say 

when people are excluded from formal jobs by 

high entry barriers or the lack of qualifications, 

they turn  informal sector to look for a job.
 

The second theory is the self-selection theory. It 

regards informal employment worker as 

voluntarily choosing not to work in the formal 

sector due to the advantages of participating in the 

informal employment which include autonomy, 

non-wage-related benefits such as avoiding rules 

and regulations, better  to personal 

ambitions and characteristics or financial profit 

which are not necessarily lower than in the formal 

economy (Gindling, 1991; Günther & Launov, 

2006; Brainard & Maloney, 2004). However, 

researches from different countries and institutions 

have so far drawn different conceptual reviews in 

the analysis of informal employment based on the 

economic and social significance of the informal 

sector in income and employment generation in 

developing countries (De Beer et al., 2013).  

 

Therefore, lack of choice for  involvement  in  

employment  in  the  informal  economy  

especially  in  the  developing countries and 

participation in informal employment may be 

driven by low level of education, lack of enough 

capital to start a big business, lack of job 

vacancies in a formal sector and a wish to avoid 

regulations or taxation. So it can be summarised 

that informal economy as a mainstay of informal 

employment is viewed in two major perspectives 

in developing countries; the first relates to those 

who believe that the informal employment is an 

important driver of income since they don‟t have 

what it requires to work in the formal and second 

the people voluntarily choose to join informal 

employment to avoid formal regulations and 

taxation. 

 

Overview of Unemployment in Africa  
A study conducted in Ghana by Baah‐Boateng 

(2013) showed that lack of effective employment 

centres which can provide adequate information on 

unemployment and labour market activities in 

many African counties make it difficult to obtain 

the actual unemployment figures in Africa. Most of 

the data used to study unemployment are sourced 

from the household surveys as well as registered 

sources e.g. population census. Since surveys are 

not conducted at regular basis it is likely difficult to 

obtain actual unemployment figures. It was 

unemployment rates varied 

according to the region. Results from selected 

African countries over a period of  

showed average unemployment rates in 

North Africa than in The rates 

also varied ong countries on the continent from 

 in Benin in to  in Lesotho in 

 countries in the North and Southern 

Africa reported higher of unemployment than 

their counterparts in the West, Central and East 

(Baah‐Boateng, 2013).

 

A higher rate was reported among the youth than 

their adult counterparts in all countries with Ghana

Mauritius, Algeria and Tunisia reporting more than 

three times er unemployment rates among the 

youth than adults. World average youth 

unemployment rate of  is estimated to be 

times higher than that of adults. 

unemployment rate in North Africa is three times 

higher than the rate for adults while rate for the 

youth in SSA is almost twice higher than that of 

adults. Higher unemployment rate than 

 rate is explained by a number factors 

(Baah‐Boateng, 2013) First, the youth are more 

vulnerable in times of challenges than 

their older counterparts considering their limited 

labour market In addition, they also 

lack job search experience and labour market 

information to facilitate their job acquisition. 

During a period recovery with 

increasing lack work experience 

and social capital tend to put young people at a 

disadvantage for new job opportunities. In times of 

economic the last-in, first-out strategy 

of hiring and firing disproportionately affects 

young people The situation 

becomes worse in Africa where many countries do 

not have better-resourced and efficient employment 

placement centres. This compels the youth to resort 

to job search through friends family members 

since they often lack previous employment contacts 

and 
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The gender of unemployment is another 

indicating higher rate among females than males. 

On regional basis, higher unemployment 

rates than males are in North Africa 

and the world in general. It however varies from 

country to with Namibia, 

Sierra Leone, Burkina Faso and Benin reporting 

higher male unemployment rates than females 

whiles the reverse is the case in the remaining 20 

countries Higher participation of males in the 

labour market relative to females, coupled with 

slow growth of job opportunities in many 

countries largely explains igh unemployment rate 

among males than On the other  

higher unemployment rates among females than 

males in the majority of countries reported may be 

explained by the and constraints faced 

by females in securing jobs when to 

participate in the labour market. These constraints 

of education for females than 

males and some discriminatory practices of 

employers which undermine the effort of 

females to obtain jobs in wage and/or formal 

and the difficulty in 

establishing their own enterprises 

Empirical Review 

Numerous studies of labour demand both from the 

developed and the developing countries have 

focused on labour demand in the formal sectors. In 

the developed countries, notable labour demand 

studies have been conducted by Nissim (1984), 

Symons and Layard (1984), Symons and Layard 

(1984), Freeman and Medoff (1982), Hamermesh 

(1993), Berman, Bound, and Griliches, (1994), 

among others. These studies agree that labour 

demand is directly related to output and indirectly 

related to wages. Hamermesh (1993) provides a 

review of various empirical study on labour 

demand and concludes that estimates of constant 

output demand elasticities range between 0.2 and 

0.4. On the other hand, the conditional labour 

demand elasticities range between - 0.15 and -

0.75. However, studies in developing countries 

generally agree that output and wages influence 

labour demand. Examples of such studies carried 

out in Zimbabwe include Kanyenze (1993), Zhou 

(2001), Heshmati and Ncube (1998), among 

others. Collier and Gunning (1999), also studied 

the demand for both skilled and unskilled labour 

in Zimbabwe‟s manufacturing sector. (Zhou, 

2001) made a distinction between production and 

nonproduction labour in Zimbabwe‟s engineering 

industry. Generally, these studies agree on the 

importance of output and wages in determining 

labour demand.  

 

The feature of informal sector especially that of 

unrestricted entry and self-employment, focused 

bulk of studies on the output and wage leaving the 

process by which new wage-earning workers are 

absorbed into the market very unclear. Such 

studies include Mangan & Stokes (1984), Teal 

(1995;2000), Gyan-Baffour, Betsey, Tutu, and 

Boateng (2001). This limited the understanding 

regarding of other factors that determine labour 

demand in the informal sector.   

 

Until when (Folawewo, 2006) in his study of 

south-western region of Nigeria that revealed the 

informal sector labour demand as not only being 

determined by wages, but also by human capital 

variables of the worker and employer`s preference. 

The result showed that when wage was 

instrumented in the OLS model, its coefficient 

dropped from an average negative of the 

estimation making it less important in the 

determination of labour demand in the sector. This 

result is also similar with the findings by Oswald 

(1996) and Teal (2000).  

 

Dickens and Lang (1985) observed a link between 

work in the informal sector and poverty and 

explained why workers take jobs in the informal 

sector. They divided labour markets into a formal 

and an informal sector and further distinguished 

between two different hypotheses regarding the 

nature of informal sector work. One hypothesis 

considered employment in the informal sector to 

be supply-led and voluntary. That is, workers 

voluntarily opt for employment in the informal or 

the formal sector in response to the value of their 

marginal product in each sector. In this respect, 

individuals employed as wage and salary workers 

in the informal sector prefer working in the 

informal sector relative to the formal sector. The 

second hypothesis viewed jobs in the informal 

sector as jobs, 

characterized by poorer working conditions and 

poorer opportunities for advancement than jobs in 

the formal sector. Individuals resort to these jobs 

when they needed to work and cannot find a job in 

the formal sector because of their personal 

characteristics, institutional barriers, or labour-

market discrimination. Unlike the first hypothesis, 

the second hypothesis views work in the informal 

sector as demand-led and involuntary. This means 

that employment in the informal sector is driven 

by demand for and workers‟ 

need to find a job, but not by workers‟ preference 

for this type of employment. 

 

Folawewo (2006) incorporated both employer and 

employee characteristics as explanatory variables 

in studying informal sector labour demand in 

Western Nigeria. However, current study attempts 

to examine only employee‟s characteristics by 

focusing in Northern Nigeria particularly, Kano 
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state. Ajibefun and Daramola (2003) used a sample 

of 180 to examine the efficiency of micro 

enterprises in the Nigerian economy. The study 

reported evidence of a wide variation in technical 

and allocative efficiencies, both within and across 

industries by finding level of education of business 

owner to be significant factor influencing 

efficiency, thus reducing unemployment among the 

firms in the sample. Therefore, this is not in line 

with the current study. Balarabe (2014) used a 

sample of 360 firms in Kano and its environs to 

examine whether or not, in comparison to large 

firms, small firms are relatively better at creation of 

employment opportunities. The result was positive 

and small firms were found to be relatively better 

in their effort to provide employment and reduce 

poverty. This is contrary to the current study as it 

does not focus on the size of firm, rather it utilises 

individual firm‟s characteristics to find their 

influence on employment determination using 

1,386 respondents. Mouhammed (2012) examined 

the role played by unemployment on the making of 

the Nigerian Gross Domestic Product (GDP) for a 

period of nine years (2000 - 2008). Using 

regression analysis, its findings showed that 

unemployment has an enormous effect (over 65 

percent) on the making of the Nigerian GDP and 

there exist an inverse relationship between the 

unemployment and the GDP. Unlike Mouhammed 

(2012) that used time series data, current study 

utilised a cross-sectional data to study the influence 

of factors on informal sector of labour employment 

in Nigeria.  

 

Methodology 

Data used in this study was obtained from a survey 

of individual households conducted in Kano state, 

Nigeria. It involved the survey of 1,386 

respondents randomly selected from the rural and 

urban areas of Kano state. Logit regression was 

used to model their response on whether or not the 

respondent was employed. The regression model is 

expressed as follows:     

 

𝐿𝐸 = 𝛽0 + 𝛽𝑖𝑋𝑖 + 𝑒𝑖 -------------------- I 

 

Where; 𝐿𝐸  is the binary response taking the value 0 

and 1 to indicate whether the respondent is 

employed or not. 𝛽0 is the intercept, 𝛽𝑖 is the 

parameter and 𝑋𝑖 is the independent variable (i = 1, 

2, 3, 4 and 5) defined as: 𝛽1 = 𝐴𝑔𝑒,  𝛽2 =
𝐸𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛, 𝛽3 = 𝐸𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒, 𝛽4 = 𝐺𝑒𝑛𝑑𝑒𝑟, 

𝛽5 = 𝐿𝑜𝑐𝑎𝑡𝑖𝑜𝑛, and 𝑒𝑖 = 𝑒𝑟𝑟𝑜𝑟 𝑡𝑒𝑟𝑚.  Model 

specification in this study follows Canagarajah and 

Thomas (1997) and Maloney (1998) who applied a 

probit model to measure human capital 

characteristics such as Age, Education, Experience 

and Gender differences. In this study, the model is 

specified as followed;  

 

                     𝐿𝐸 = 𝛽0 + 𝛽1𝐴𝑔 + 𝛽2𝐸𝑑 + 𝛽2𝐸𝑥 + 𝛽3𝐺𝑑 + 𝛽4𝐿𝑐 + e ------------------- II 

 

However, age is measured as binary variable 

taking 0 = 18 years and below while 1 = 18 and 

above. Education is measured as binary; 1 = 

formal education and 0 = not formal education. 

Gender is also measured as dichotomous variable 

having 1 for male and 0 for female. Residence is 

binary with 1 = resident in urban area and 0 = in 

rural area. Experience also is considered as 

continues variable and is measured according to 

the number of years the respondent spent in the 

business. Furthermore, the choice of these 

variables in this study follows the studies 

conducted by Baah‐Boateng (2015), Salami 

(2013), Olofin and Folawewo (2006) to measure 

unemployment in urban and rural areas of Ghana 

and Nigeria. This is because of the economic 

pressure and poverty force young males and 

females into different form of crimes.  

 

Results and Discussion 

Logistic Estimates and Marginal Effects of 

Factors influencing Labour Employment 

Column (1) of Table 1 presents estimates of logit 

model while column (2) presents the marginal 

effects results of the seven predictor variables. 

Total number of 1,386 respondents were surveyed 

in the study area by examining their socioeconomic 

factors. 
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Table 1: Logit Regression and Marginal Effects 

 (1) (2) 

VARIABLES Logit estimate M/effects of Logit 

Age -0.159 -0.0155 

 (0.627) (0.0614) 

experience 0.0187 0.00183 
 (0.0450) (0.00440) 

Gender -0.298 -0.0292 

 (0.202) (0.0198) 
Location 1.734*** 0.170*** 

 (0.301) (0.0283) 

Profit 1.758*** 0.172*** 
 (0.615) (0.0597) 

Wage -0.380* -0.0371* 

 (0.214) (0.0209) 
Constant -0.382  

 (0.266)  

Observations 1,386 1,386 

Source: Author‟s generation using STATA 13 Software 
NB: Standard errors in parentheses, *** p<0.01, ** p<0.05, * p<0.1 significance level  

 

Location (urban/rural) coefficient is positive and 

statistically significant at 1% level. It means that 

those who reside at urban area are more likely to be 

employed compared to those who reside at rural 

area (reference category). According to the 

marginal effect in column (2), residing in the rural 

area increases the likelihood to be employed by 

17%. This is in line with existing literatures 

confirming that location of residence increases the 

chance of being employed (Boateng & Ofori-

Sarpong, 2002). 

 

The coefficient of profit is also positive and 

statistically significant at 1% level. This means that 

an increase in profit increases the likelihood to 

employ more people. The marginal effect in 

column (2), shows that an increase in the profit 

increases the probability to employ more labour by 

17%. This concurs with the result of Balarabe 

(2012) who found profit to be positive in 

determining labour employment in Kano state. 

 

Beta coefficient of wage is negative and 

statistically significant at 10% level. This implies 

that increase in wage rate decreases the likelihood 

of one becoming employed compared to the period 

when there is no wage increase (reference 

category). Likewise, the marginal effect in column 

(2) shows that an increase in wage decreases 37% 

likelihood of one becoming employed holding 

other factors constant. This is consistent with the 

findings of Boateng and Ofori-Sarpong (2002).  

 

The coefficient of experience is positive and 

insignificant implying that people who have 

experience are more likely to be employed 

compared to the young ones who do not have 

experience (reference category). This result is 

consistent with Sackey and Osei (2006) who 

attributed higher likelihood of younger people 

being unemployed to the fact that they have lower 

labour market skills relative to the older age 

cohorts. Again, lack of experience poses youths to 

specific barriers to obtain a job in the labour 

market, consequently renders them unemployed 

(Clark and Summers, 1982; Freeman and Wise, 

1982). However, the marginal effect in column 2 

shows that people who have experience are more 

likely to be employed by 1.8%. This concurs the 

findings of (Sackey and Osei, 2006). 

 

From the supply-side, unemployment is observed 

to decline with age based on the negative sign and 

statistical insignificance. The negative sign implies 

that one year increase in the age of labour 

decreases his probability of being employed which 

is in line with Sackey and Osei (2006). In column 

2, the marginal effect shows that one year increase 

in age decreases the likelihood of labour to be 

employed by 1.6%. This result also concurs with 

the findings of Blackabyet al. (1999) and AfDB et 

al. (2012) who found older people to be less 

unemployed. It is clear that, youths tend to be more 

unemployed because of a number of challenges 

they face and lower labour market skills, limited/no 

job experience and lack of exposure to work ethics 

and environment.  

 

Gender was also found to be negative and 

statistically insignificant. This means that being a 

male-labour increases the probability to be 

employed. According to the column (2), a potential 

male job seeker has 13.7% more likelihood of 

being employed than the female. This is because a 

female job seeker is often being denied a job offer 

due to the family responsibilities, lack of skills, 

social and cultural barriers. As a result, women 

engage in some activities like petty trading, 

farming and others leading to positive changes 

towards their economies (Fapohunda, 2012). This 

observation is not in line with findings of Dickens 

and Lang (1995) and Sackey and Osei (2006) and 

that found females to be more 

likely unemployed than their male counterparts in 

Sri Lanka and Ghana, respectively.  

 



DUTSE JOURNAL OF ECONOMICS AND DEVELOPMENT STUDIES (DUJEDS)  VOL. 6, NO. 2, DECEMBER. 2018 ISSN: 2536-6130 

  

 

176 

 

Conclusions and Recommendations 

Empirical estimation of the influence of 

socioeconomic factors on the informal sector 

labour employment shows the effect from the 

perspective of demand e.g. location, profit and 

wage on possibility of jobseekers to secure job and 

from the supply side e.g. age, experience and 

gender that limit such possibility. Regarding the 

factors limiting the opportunity to secure job from 

the supply side, it is recommended that a policy 

reform to reverse the problem especially among the 

jobless youths who are less employed due to lack 

of experience and lower age, to enhance their job 

seeking opportunities. Efforts should also be 

intensified to train female jobseekers to enhance 

their chances of securing a job. However, future 

study should be extended to include both formal 

and informal sectors to study unemployment 

phenomenon. In addition, it should consider more 

independent variables especially the borrower 

related-factors to provide deep understanding of the 

phenomenon particularly on the rural dwellers who 

are found to be less employed compared to the 

urban dwellers. 
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APPENDIX I 

Logit Regression  

Logistic regression 

 

     Number of obs  = 1386 

   

     LR chi2(6)        = 412.94 

   

     Prob > chi2       = 0.000 

Log likelihood = -456.66386      Pseudo R2        = 0.3114 

Employment               Coef.           Std. Err.             z   P>z        [95% Conf. Interval] 

age                          -.1589318 0.62739 -0.25 0.800    -1.388594 1.07073 

experience               .0186912 0.044998 0.42 0.678    -.0695038 0.106886 

gender                    -.2981526 0.202456 -1.47 0.141    -.6949586 0.098653 

location                   1.733997 0.301455 5.75 0.000     1.143156 2.324837 

profit                       1.758443 0.614667 2.86 0.004     .5537173 2.963169 

wage                       .3797624 0.214093 -1.77 0.076    -.7993774 0.039853 

cons                       -.3822837 0.266321 -1.44 0.151    -.9042633 0.139696 

 

 Appendix II

Model Specification Test, Goodness of FIT-Test and Multicollinearity Logistic Estimates 

Test  Measure  

Model Specification  

Linktest  p-value  

_hat 0.000 

_hatsquare  0.705 

 

Multicollinearity Test  

Variable  Tolerance  

    0.08 

           0.99 

       0.96 

         0.25 

       0.08 

     0.96 

Variable  Variance Inflation Factor (VIF) 

    3.48 

           1.01 

       1.02 

         2.01 

       3.61 

     1.02 

  

Likelihood Ratio Test  

 Chi-Square 

Irtest (1) = 7.99 

m1 nested in m2 = 0.0047 

Source: Author‟s generated using STATA software version 13.0  


