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a rural perspective, local food processing 
is compatible with the relatively low level 
of skills possessed by the rural youth, and 
is more likely to remain located in small 
towns and rural areas to ensure proximity 
to the production source. Additionally, it 
can create strong forward and backward 
linkages with other food and non-food 
system activities, paving the way for a 
virtuous cycle of territorial development.

The labour market’s major problem 
is not a shortage of jobs; it is the 
shortage of employable skills. The 
speed of a nation’s development is 
directly related to the quantity and 
quality of vocational skills possessed 
by its workforce. The wider the range 
and the higher the quality of vocational 
skills, the faster is the growth and more 
prosperous the society. The availability 
of employable skills is one of the major 
determinants of how readily new job 
seekers find employment. The very low 
level of employable skills makes the 
search for work much more difficult. 
It reduces the market value of the 
job seeker and adds to the costs of 
employers who must train new recruits 
from scratch.
INNOVATIONS AND SKILL 

DEVELOPMENT IN INFORMAL 

ECONOMY

There is certainly a lot of innovation 
going on, and it takes many different 
forms in the informal sector. For the 
metalworkers in Bangladesh, it is often a 
case of reverse engineering products sold 
by formal businesses and working out 
how to make cheaper alternatives from 
available materials. But there is also some 
brilliant high-end creative work. The 
informal manufacturers are innovative 
not only in terms of new products 
they come up with but also in the way 
they market those products—through 
attractive, distinctive packaging and other 
types of branding.

There is a diverse range of innovation, 
but one can also identify some important 
common points. For example, as in 
the formal economy, geographical 
concentration is noticeable. Activities 
tend to focus in certain areas so that one 
can identify innovation clusters (e.g. 
light engineering in Bogra). Indeed, there 
is often some overlap between formal 
businesses and informal businesses or 
workers within a cluster.

Usually, there are ways of regulating 
knowledge flows and intellectual 
property (IP) in the informal economy. 
While these are not the same as formal 
IP mechanisms, they show some similar 
features. For example, if a worker within 
a cluster invents a new product or a new 
way of doing something, they can enjoy 
a competitive advantage for a while by 
being the first to produce or use it, but 
they will be expected to share it with 

their peers in due course. That sort of 
period of near-monopoly followed by 
the mandatory sharing of knowledge is 
essentially the same idea that underlies 
the patent system and other IP systems. 
So there is a real sense that informal 
workers often have their own informal 
IP rules.

Moreover, through an increased 
income as a result of economic 
engagement in the informal economy, 

many  entrepreneurs are able to 
save earnings hence aiding in the 
transformation from informal to formal 
activities. Additionally, employees in the 
sector often receive good pay as their 
employers have no tax obligations. What 
is more, employee effort in this sector of 
the economy is often directed towards 
achieving a loyal customer base through 
producing the best goods and/or services. 
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Informal economy and economic inclusion 

A construction worker stands on a frame of a pillar with sharp iron rods all around him.


