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Introduction 

he informal business has been persistent in 

carrying out economic activities; it contributes 

significantly to social and economic lives 

through the provision of essential low cost products 

and services, and generation of employment. 

Informal businesses are integral to the 

competitiveness of formal firms in some economies, 

through their involvement in supply chains and 

strategic networks. Their contribution to global 

commerce has also been acknowledged, however we 

know little about how they organize, manage, and  
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strategize to achieve these. The informal economy thus presents 

opportunities for unveiling new insights, given the peculiar characteristics 

of the setting and participants, and the consequence these may have for 

shaping their strategizing practices (Fixy, 2004; Phanuel, 2016).  

The International Labor Organization (ILO) was the first to employ the term 

"informal sector" in its report on Kenya (1 972). The ILO’s mission to Africa 

in 1 972 recognized that the traditional or informal sector had not just 

persisted but expanded. The mission also observed that the informal sector 

activities, described as activities that are unrecognized, unrecorded, 

unprotected, and unregulated by the public authorities, were not confined 

to marginal activities but also included profitable enterprises in 

manufacturing (Adeeko, 2016). However, in 2002, a broader concept of 

‘informal economy’ was adopted and this led to the informal sector being 

recognized as an economy wide phenomenon. The definition of the 

informal economy acknowledges not only unregistered and unrecognized 

firms, but also workers who are in an uncertain and volatile situation (ILO, 

2013). In other words, the informal economy includes both the informal 

sector and informal employment. Informal employment is a broader 

concept, which also includes employment of an informal nature in formal 

300 respondents were randomly selected from Micro and Small Enterprises 

owners in Zaria Local Government Areas of Kaduna State. Primary data 

were collected using structured questionnaire. Descriptive statistics and 

logistic regression model were used. The result revealed that MSEs have 

significant contributions on employment generation. It was concluded that 

Micro and Small Enterprises in Leather Products significantly contributed 

to poverty reduction in Zaria Local Government of Kaduna State. The study 

therefore, recommends the need for Micro Small and Medium Enterprises 

to take advantage of the proximity of NILEST, Zaria through collaborations 

to improve their business operations (production and distribution) and 

enlarge the scope of the business in order to generate more employment 

opportunities in the area. 
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enterprises, as well as wage and self-employment in informal enterprises 

and households businesses.  

In general, the informal sector is characterized by low productivity, low 

investments, poor working conditions, long and uncertain working hours, 

low wages, poor market conditions and poor institutional support(Agarwal 

and Dhakal, 2010). Furthermore, the sector is defined by its informal labour 

status, high tax evasion, small size of activities, lack of professional status, 

lack of regulation or registration of an activity and absence of contribution 

to Gross National Product (GNP) accounts are all sub-criteria of the 

economic pattern describing the informal sector (Nguyen, Nguyen, Ngoc, 

Nguyen and Truong, 2014) 

Globally, informal businesses have been acknowledged in contributing 

towards economic growth and sustainable development. Informal sector 

forms a large portion of the workforce in many developing countries like 

Nigeria. The economic activities provided by informal businesses are means 

for survival, job creation, income generation activities, improved livelihoods 

and living standards. Studies have revealed a number of interesting findings. 

The findings include contribution to the livelihoods of the people involved 

in it, contributed to the well-being of many people who used its services. 

Some of the income derived from these businesses was transferred to other 

provinces from where the vendors came from, meaning it helped in the 

regional distribution of wealth. As most of these businesses employed 

relatives or family members it also created jobs for the unemployed. Formal 

and informal sector features characterize the nature of the labour markets 

in Sub-Saharan Africa. Particularly characterized by this dichotomy is the 

urban labour market (Farayibi, 2015). 

The differences between the formal and informal sectors can be seen in the 

light of the segmentation between the different parts of labour market. In 

Nigeria, as in other parts of Africa, segmentation relates mainly to economic 

phenomenon. Workers in the formal sector have higher levels of education 

than those in the informal sector, and since these firms are likely to have 

technologies requiring more skills and on-the-job training, the workers are 

likely to be more skilled (Engelbrecht, 1987). The sophistication in 
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operations and skilled requirement for labour in the formal sector attract 

higher pay than its informal sector counterparts, that covers all semi-

organized and unregulated small scale activities largely undertaken by self-

employed or those employing only a few workers, excluding farming and 

pastoral activities (Odekunle, 2000). This income disparity not only led to 

high influx of labour into the formal sector but also threatened its labour 

absorptive capacity resulting into a high rate of unemployment. The 

shrinking employment ability of the formal sector was also occasioned by 

the reduction in economic activities in the main sectors of agricultural and 

manufacturing due to prolong neglect.  

The small size of the formal labour market as a result of restructuring and 

privatization of some Government institution has led to reduction in 

employment ability (Engelbrecht, 1987). Due to the forgoing, the formal 

sector has become increasing unable to generate employment and this has 

underscored the informal businesses importance in absorbing the 

increasing labour force in the country.  

At the policy level, deliberate government policies directed at employment 

generation and poverty reduction had not lived up to expectation. For 

instance, the NEEDS strategy, the Millennium Development Goals (MDGs) 

which was later domesticated in the 7-point agenda of President Umaru 

Yar’addua in 2007 and President GoodluckEbelle Jonathan transformation 

agenda involving You Win, Sure-P, and Sustainable Millennium 

Development Goals (SDGs) and National Social Investment Programmes 

(NSIP) by present administration of President Muhammadu Buhari, have 

not yielded the satisfactory result on the issue of unemployment and 

poverty in the country. The dimension of unemployment and rising cases of 

poverty in Nigeria go beyond the normal inadequate job opportunities and 

resource underutilization; this includes the gross mismatch between job 

expectation and the actual job availability. The circumstance has become 

worsened to the extent while many household members don’t have any 

stable source of income; others are merely striving for survival. These trends 

have contributed to the rapid expansion in the informal sector employment. 

An increasing number of household are becoming dependent on the 
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informal businesses activities as a source of income, employment 

livelihoods in both rural and urban areas Farayibi (2015). 

In spite of the neglect of the informal businesses in Nigeria, informal 

businesses serves as a source of employment for the poor because it 

provides employment in one form of economic activity or another. This 

sector of the economy has helped in absorbing low level qualification 

holders and rural-urban drift, population that is unable to secure wage 

employment in the modem sector of Nigeria and particularly in Kaduna 

State. The growth of the informal sector in Nigeria like in most African 

countries stems from government failures and the hidden opportunities 

that become available when governments fail. Although the informal sector 

is an avenue to create a reasonable source of livelihood for the poor, it has 

challenges such as lack of income security and other benefits that are 

inclusive in the formal employment framework. It is on this background that 

researcher intend to examine the impact of informal businesses on poverty 

reduction in Zaria local Government Area of Kaduna State. 

 

Research Question 

What are the contributions of MSEs in leather products on employment 

generation in Zaria Local Government Area, Kaduna State?                                   

 

Objective of the Study 

To determine the contributions of MSEs in leather products on employment 

generation in Zaria Local Government Area, Kaduna State;  

 

Hypothesis of the Study 

H01: MSEs in leather have no significant contributions on employment 

generation of entrepreneurs in Zaria Local Government Area, Kaduna State; 

 

Empirical Review 

Akande (2010) conducted his research on performance analysis of the 

strategic effect of age and size on microenterprises in Nigeria. A 

comprehensive questionnaire and oral interviews was developed to collect 
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data from the enterprise. A multi-stage sampling procedure was used to 

select a total number of 480 micro entrepreneurs involved in these 

enterprises for the study from the total population of 1920 respondents. 

The purposeful sampling technique used required that the selected firms 

must have been in existence for three years to get meaningful data. For 

clear analysis the study centred on two broad variable the dependent 

variable which is performance and independent variable which is age and 

size. Three different hypothesis were formulated and tested using simple 

descriptive statistics that include pie chart and bar charts and multiple 

regression analysis. Findings show that small business enterprises have 

positive relationship with Nigeria economy represented by expanded GDP 

and job creation which reduces poverty.  

Okoh (2008) also shared the same view with Egheri Kelvin ((2008). In their 

study conducted on the role of small scale businesses in economic 

development in Nigeria. Data was collected through the use of structured 

questionnaire and oral interview. A total of one hundred and fifty (150) 

respondents of thirty (30) small scale business enterprises were purposively 

selected from the study areas. Data collected was analysed using table, 

simple percentage and chi-square. Finding revealed that small business 

enterprises contributed significantly to the economic development. The 

study concludes that small scale business has significant relationship with 

the provision of employment opportunities and re:’” social responsibilities.  

Salman, (2012) made study on whether micro enterprises reduce poverty in 

rural Nigeria. Primary data was used through structural questionnaire and 

interview. The data obtained were analysed through the use of descriptive 

statistic fuzzy set and probit regression analysis. Multi-stage sampling 

technique was employed in the selection of 169 respondents from Osun 

state, the result revealed that available nonfarm micro enterprises were 

charcoal production, blacksmith (melt fabricating), saw mill and firewood 

sales, tailoring, soap making, cloth weaving and hat making, buying and 

selling of food and non-food items among others. About forty five percent 

of the households had a non-farm microenterprise income share of 45.9% of 

the total income. The participation in nonfarm micro enterprises were age 
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of the household head, being male, level of education closeness to the 

urban area, volume of credit received and remittances. The result of the 

analysis indicate the larger percentage (43.5%) of farming households 

whose household head were not engaged in nonfarm microenterprise were 

living below poverty line compared with the farming households (22.09%) 

whose household head were engaged in nonfarm micro enterprises. The 

major constraints were poor market opportunities and low capital base. The 

study concludes that microenterprises are useful tools in poverty reduction. 

It is therefore recommended that formation of social groups be encouraged 

among the farmers in order to facilitate information sharing, training 

opportunities on suitable enterprises and microcredit opportunities. 

Isah (2012) conducted study on the role of micro enterprises in employment 

generation, a case study of petty business centres in some selected tertiary 

institutions in Niger Se in the study one hypothesis was formulated and 

tested. The hypothesis was subjected to chi square test for significance at 

0.05level. The result shows that the computed chi-square value when 

compared with the critical ‘value greatly exceeded the critical value and that 

led to the rejections of the null hypothesis. In carrying out the study, 

designed questionnaire were specifically used and administered to sixty 

(60) stratified random sample selections of respondents drawn from three 

(3) tertiary institutions in Niger State that include Federal University of 

Technology, Federal Polytechnic and Ibrahim Badamasi Babangida 

University Lapai. The findings obtained from the study shows that 

partnership business centres employed more workers than sole 

proprietorship business centres. Based on the findings it has been 

recommended that people should be encourage to established partnership 

business centres to enable them generate more employment generation. 

Umar (2008) conducted his study and investigated the economics of small 

scale cow fattening enterprises in Bama Local Government Area of Borno 

State. Random sampling was used to select 45 respondents from two 

districts small number of beef fattening enterprises. The analytical tools 

employed were descriptive statistics and net margin analysis. The result 

shows that the average age of the respondents was 41 years. The inputs 
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used for cow fattening were feeder cow, feed, drugs/vaccines, labour, 

water and potash/salt. The net margin was N40,528,58 per cow that is for 

everyone naira invested in cow fattening business, 67 kobo was realized as 

a net margin. The study shows that small scale cow fattening enterprises is 

profitable. 

Bowale et al (2012) conducted study to examined the socio-economic 

factors influencing the capacity of small business to alleviate poverty in the 

south-western part of Nigeria. Primary data were used for this study. The 

target population was all small scale business in three states Lagos, Ogun 

and Oyo) in the south-western region of Nigeria. The choice of these three 

states was based on size and concentration of small scale businesses. Data 

were collected using questionnaire from a sample of 700 small businesses 

using appropriate descriptive statistics and inferential techniques. The 

results showed that majority (80%) of surveyed small scale businesses 

operating in the south-west were microenterprises employing less than 10 

workers while only (20%) of the respondents engaged in small scale, 

employing 10 and the above workers respectively. The result also showed 

that there was substantial increase (133%) in number of business owners 

that have grown in terms of employment generation from microenterprises 

to small scale firms over the span of five years. The study concluded that 

business registration, business size, nature of business, sources of capital 

were the major factors determining both income and employment 

generation potentials of MSEs.  

The review of empirical studies suggests that the northern part of Nigeria, 

especially North-West has not been widely and empirically investigated, and 

any generalization using these researches conducted in the southern part 

of Nigeria is biased. This research therefore, intends to fill this gap in the 

literature.  

 

Method  

There was no data bank on leather micro enterprises in Zaria Local 

Government Area. In the light of the foregoing, the following micro 

enterprises were considered in the study: 
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1. Shoe coblers 

2. Tailoring in leather/skin 

3. Shoe part sellers 

4. Local shoe vendors 

5. Small and medium animal farmers 

 

In the absence of exact population, the determination of required sample 

size was almost impossible. In this regard, 300 participants were 

purposively selected from the target population. The use of purposive 

sampling technique is to ensure that all the micro enterprises fall within the 

range of the target population.  

In analysing the data, the researcher used Categorical Dependent Variable 

Model (CDVM) since the dependent variable is categorical and therefore 

Logistic Regression Model was used for this study similarly to the study by 

Pholmann et al (2003). 

The model is estimated as: 

{Pr(y =1/x)}=β0+ βx1 (3.1)  

Where: Pr(y = 1/x) probability of the outcome  

y = Response  

x = Vector of explanatory variable 

β0= Intercept of the equation  

β = Vector of parameters to be estimated  

µ=  Error term.  

Alfa (2008) adopted logit model to regress SMEs on other variables as used 

by Tram et’al (2008). For the purpose of this research, this model was 

adopted. The dependent variable takes the value of 1 or 0.  

Logistic regression model is found to be useful to achieve objective one 

(contribution of SMEs on employment generation) multivariate logistic 

regression for handling the case of nonlinear effect where the dependent 

variable is a dichotomous variable. Logistic regression estimates the odds 

probability of the dependent variable occurring as the values of the 

independent variables change (Gujarali and Porter, 2010). 
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The model is binary response variable where by dependent variable is 

dichotomous one, (1) was assigned if it generates employment and 0 for 

otherwise. The merit of this model is that it ensures the prediction of 

probability of choice within ranges 1 and 0, and it also handles nonlinear 

effects. The demerit of the model is that it required large data to achieve 

stable, meaningful result. The study adopted logistic regression for its role 

in handling nonlinear effect of the biasness of the respondents.  

The logistic model of evaluating the contribution of SMEs on employment 

generation is therefore, specified below. 

   

Log (
𝜋

1−𝜋
) = 𝑎 + 𝛽𝛴𝑋𝑖 + ⋯+ 𝛽𝛴𝑋𝑛 + µ   

𝐸𝑀𝑃𝐿𝐺𝑖  = ln  (
𝜋

1−𝜋
) = β0+β1 Χ1+ β2 Χ2 + β3Χ3 +µ 

In natural form it can be stated: 

 

𝐸𝑀𝑃𝐿𝐺𝑖  = ln  (
𝜋

1−𝜋
) = β0+β1 AGB+ β2 SEMPL + β3OW +µ (3.2) 

 

     Where:       𝜋      = Odd ratio of employment generation 

         1 - 𝜋 

   

𝛼= Regression constant  

 β1 – β3 = Regression parameter to be estimated  

𝐸𝑀𝑃𝐿𝐺𝑖  = Employment Generation; 1 if generate employment and 0 for 

otherwise  

 

AGB= Age of Business: 1 if greater than or equal to two years and 0 if otherwise 

SEMPL= Size of employees: 1 if greater than or equal to two employees and 0 

if otherwise 

OW= Own Business; 1 if own business and 0 if otherwise 

µ = Error term measuring errors outside the model which is assumed to be 

normally distributed. 

Variables covered in this study include:  
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i. Employment Generation: respondents were asked whether there are 

business opportunities in the area under research. Age of business, size of 

employees and ownership of business were used as proxy to measure 

employment generation. 

 

Results 

Table 1: Descriptive Statistics for Models 

Model A EMPLGD AGBD SEMPLD OWD 

 Mean  0.760000  0.823333 0.853333 0.896667 

 Median  1.000000 1.000000 1.000000 1.000000 

 Maximum  1.000000  1.000000  1.000000 1.000000 

 Minimum  0.000000  0.000000  0.000000 0.000000 

 Std. Dev.  0.427797  0.382024  0.354364 0.304902 

 Skewness -1.217562 -1.695568 -1.997513 -2.606273 

 Kurtosis  2.482456  3.874952  4.990057  7.792661 

 Jarque-Bera  77.47095 153.3169  249.0069  626.7530 

 Probability  0.000000  0.000000  0.000000  0.000000 

 Sum  228.0000  247.0000  256.0000  269.0000 

 Sum Sq. Dev.  54.72000  43.63667  37.54667  27.79667 

 Observations  300  300  300  300 

 

Model B DPID EMPLGD MSID APTD 

 Mean  0.873333  0.610000  0.823333  0.540000 

 Median  1.000000  1.000000  1.000000  1.000000 

 Maximum  1.000000 1.000000  1.000000  1.000000 

 Minimum  0.000000  0.000000  0.000000  0.000000 

 Std. Dev.  0.333155  0.488565  0.382024  0.499230 

 Skewness -2.244944 -0.451051 1.695568 -0.160514 

 Kurtosis  6.039775 1.203447  3.874952  1.025765 

 Jarque-Bera  367.4917 50.51738  153.3169  50.00830 

 Probability  0.000000  0.000000  0.000000  0.000000 

 Sum  262.0000 183.0000  247.0000  162.0000 
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 Sum Sq. Dev.  33.18667  71.37000  43.63667  74.52000 

 Observations  300  300  300  300 

 

Model C HED MSID PBD 

 Mean  0.596667 0.820000  0.790000 

 Median 1.000000 1.000000  1.000000 

 Maximum 1.000000 1.000000  1.000000 

 Minimum  0.000000  0.000000  0.000000 

 Std. Dev.  0.491386 0.384829  0.407989 

 Skewness 0.394102 -1.665853 -1.423983 

 Kurtosis  1.155316  3.775068  3.027728 

 Jarque-Bera  50.30154 146.2625  101.3960 

 Probability  0.000000 0.000000  0.000000 

 Sum  179.0000 246.0000  237.0000 

 Sum Sq. Dev.  72.19667 44.28000  49.77000 

 Observations  300  300  300 

 

Model D PORD MSID SMPDD ASCD QHMD 

 Mean 0.630000  0.833333  0.623333  0.793333 0.616667 

 Median 1.000000  1.000000  1.000000  1.000000 1.000000 

 Maximum 1.000000  1.000000  1.000000  1.000000 1.000000 

 Minimum  0.000000  0.000000 0.000000  0.000000 0.000000 

 Std. Dev.  0.483611  0.373301  0.485360  0.405591 0.487011 

 Skewness 0.538520 -1.788854 0.509063 -1.448866 -0.479914 

 Kurtosis  1.290004  4.200000  1.259145  3.099214 1.230317 

 Jarque-Bera  51.05128  178.0000  50.83945  105.0837  50.66308 

 Probability  0.000000  0.000000  0.000000  0.000000  0.000000 

 Sum  189.0000  250.0000  187.0000  238.0000 185.0000 

 Sum Sq. Dev.  69.93000  41.66667  70.43667  49.18667 70.91667 

 Observations  300  300  300  300 300 

Source: Author’s Computation, (2019) E-views 9.0 
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Regression Estimate of Contribution of MSEs in Leather on Employment 

Generation in Zaria Local Government of Kaduna State 

Data collected were fit to the Binary logistic regression model. Table 2 below 

reveals that there are impacts of the explanatory variables on the 

dependent variable. It shows that the independent variable age of business 

(AGB), size of employees (SEMPL), and ownership of the business (OW) 

were both negatively and positively related to the dependent variable of 

employment generation before business and employment generation 

during business respectively. From the coefficient of the variable, an 

increase in variable (AGB) will lead to a proportional rise of about 1.261692 

percent in employment generation during business. The positive coefficient 

of independent variable reveals that the explanatory factors are impact of 

Micro and Small Enterprises in contributing to employment generation. 

Furthermore, the coefficient of the variables (AGB and SEMPL) will lead to 

a proportional decrease of about -2.813915 percent and -1.120339 percent in 

employment generation. Table 4.3 shows the summary of regression result 

on the contribution of MSEs on employment generation in Zaria Local 

Government of Kaduna State while detailed results are to be found in 

appendix.  

 

Table 2: Logistic Regression Estimate 

BEFORE PRESENT 

Variables Coeff. Std. Er. T-Sta. Prob. Variables Coeff. Std. Er. T-Sta. Prob. 

C 0.398507 0.517001 0.7708 0.4408 C 3.680402 1.23374 2.98316 0.0029 

AGBB -1.02775 0.410894 -2.501 0.0124 AGBB -2.81391 1.04144 -2.7019 0.0069 

SEMPL 0.627863 0.293653 2.1381 0.0325 SEMPL -1.12033 0.76683 -1.4609 0.1440 

OB 0.527691 0.314343 1.6787 0.0932 OB 1.261692 0.41829 3.01630 0.0026 

McFadden R – Squared:0.032261 McFadden R – Squared:0.113061 

LR Statistics: 13.05298 Prob(F – Statistics):0.004523 LR Statistics:63.6746 Prob(F – Statistics): 0.000000 

. Avg. log likelihood. -0.652585  Avg. log likelihood. -0.488774 

Source: Author’s Computation, (2019) E-views 9.0 

 

Discussions 

Binary logistic regression model was used in analyzing the factors that 

impacted on employment generation. 
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The estimated coefficient of age of business is positive and statistically 

significant at 5 percent level, to influence employment generation by Small 

and Medium Enterprises. Age of business coefficient of 2.813915 means 

that, with other variables held constant, if age of business increases by a 

unit, on the average employment generation increases approximately by 3 

units. The result further indicate that 10 percent change in age of business 

will bring about 28.13 percent change to employment generation. This 

implies, for example, that if age of business increases by 100 percent, it 

correspondingly induces an increase in the employment generation by 

281.39 percent.  This suggests a positive relationship between age of 

business and employment generation (Table 2). This result implies, that an 

increase in age of business would lead to massive employment generation 

by Small and Medium Enterprises thereby aid in poverty reduction. The 

statistically significant positive sign indicates that age of business plays a 

very crucial role in employment generation in the study areas. The finding 

was in line with Okoh, 2008; Akande, 2010; Salman, 2012; Isah, 2012; Mukaila 

and Adeyemi, (undated); Gebremarka, et, al, 2004; Beck, et, al, 2003 and 

Biggs and Shah, 1998; whom found significant impact of Small and Medium 

Enterprises on job creation . The finding contradict the discovery of Hallbeg, 

2001 who found insignificant impact of large firms dominant of job creation 

by Small and Medium Enterprises. 

The result further indicates that 10 percent change in size of employment 

will bring about 11.20 percent changes to employment generation. This 

implies, for example, that if size of employee’s increases by 100 percent, it 

correspondingly induces an insignificant decrease in the employment 

generation by 112.03 percent.  This suggests a negative relationship 

between size of employee’s and employment generation this finding 

negate our a prior expectation, this could be as result of small number of 

employees employed by Small and Medium Enterprises (Table 4.3). The 

finding contradict Salman, 2012; Isah, 2012; Mukaila and Adeyemi, (undated); 

Gebremarka, et, al, 2004; Beck, et, al, 2003 and Biggs and Shah, 1998; whom 

found significant impact of Small and Medium Enterprises on job creation . 

The finding agree with the discovery of Hallbeg, 2001 who found 
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insignificant impact of large firms dominant of job creation by Small and 

Medium Enterprises. 

 

Conclusion 

The study examined the impact of micro and small enterprises in leather 

products on employment generation in Zaria Local Government Area of 

Kaduna State, Nigeria. The finding of the study was in line with the view of 

other empirical studies that Small and Medium Enterprises operations 

contributed immensely on employment generation. Based on the finding of 

this study, it is concluded that Micro and Small Enterprises significantly 

contributed to poverty reduction and job creation in Zaria Local 

Government of Kaduna State. 

 

Recommendations 

Based on the findings of this study, the study therefore, recommends the 

need for Micro Small and Medium Enterprises to take advantage of the 

proximity of Nigeria Institute of Leather and Science Technology, (NILEST) 

Zaria through collaborations to improve their business operations 

(production and distribution) and enlarge the scope of the business in order 

to generate more employment opportunities in the area. Also, there is need 

for the government to strengthen informal businesses in their operation by 

supporting them with more capital to make them formal. Hence the results 

reveals that informal businesses have significant contributions to 

consumption expenditure of entrepreneurs, access to good education of 

leather and leather goods entrepreneurs in Zaria Local Government Area, 

Kaduna State. 
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