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Informal sectors in developing countries 
 
Developing countries and the informal sector  
 
Read the information below. Discuss the questions that follow with your partner and write 
your answers in your workbook.  
 

Developed and developing countries both have an informal sector. In developed countries 
the informal sector consists of people conducting business transactions in cash to avoid 
taxes. These business transactions are mainly illegal. In developing countries, the informal 
sector is also mainly cash based, but the businesses are not illegal. The informal sector in 
developing countries has developed as a means of survival. Since many people are not able 
to find formal employment, they have created business opportunities for themselves. In 
developing countries, the informal sector is also called the second economy. 

 
a) What is a developed country?       [4 marks] 
b) What is a developing country?       [4 marks] 
c) Give one example of a formal business and one example of an informal business in your 
community.           [2 marks] 
 
          [Total: 10 marks] 
 
 
Peer assessment checklist 
 

Criteria Yes No 

My partner could explain what a developed country is.   

My partner could explain what a developing country is.   

My partner could help me think of examples of formal and 
informal businesses in our community. 

  

My partner understands the difference between a formal and 
informal business. 

  

My partner appreciates that we are all different and that there is a 
need for both formal and informal businesses. 

  

My partner treats me with respect when we work together.    
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Suggested Solutions  
 

Question 
number 

Possible 
marks 

Solution 
 

 
1 

 
10 

 
a) A developed country has a high level of development, with a high gross 
domestic product (GDP) per person. Developed countries are generally 
technologically advanced and their economies are mostly based on 
manufacturing, processing and services.                                      [4 marks]                                 
b) A developing country has a lower level of development, lower income 
per person (per capita) and lower economic growth than a developed 
country. Unemployment and poverty levels are high in developing 
countries. Their economies are mostly based on agriculture and other 
primary sector activities, such as mining.                                      [4 marks]                                                        
c) Individual examples from the community showing that learners know 
the difference between a formal and informal business.               [2 marks] 

 
Appendix of Assessment Tools 
 
 
Peer assessment checklist 
 

Criteria Yes No 

My partner could explain what a developed country is.   

My partner could explain what a developing country is.   

My partner could help me think of examples of formal and 
informal businesses in our community. 

  

My partner understands the difference between a formal and 
informal business. 

  

My partner appreciates that we are all different and that there is a 
need for both formal and informal businesses. 

  

My partner treats me with respect when we work together.    

 
 


