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ABSTRACT

The first part of this paper presents some of the salient
features of the informal trade sector in Greater Manila Area. It is
rather sketchy because to describe the sector more thoroughly implies,
that the inter-relation of the observed characteristics of the sector
have already been unraveled. But the regularity of such interrelations
failed to emerge from the more common exercise of estimating production
functions for the sector. Such disappointing results are mentioned in

the text but no longer diséussed.

A different approach is presented in the fourth section of the
paper. A model of the informal trade sector is developed to explain
why no systematic, i.e. statistically significant, relationship between
value added per enterprise, for example, and supply variables like value
of fixed assets, capacity utilization rates, etc. could be found. More
importantly, the model is developed to help one understand the behavior
of the informal trade sector. The latter part of this section confronts
the model with data on the sector and the conclusion that seems to
emerge is that the model indeed captures the essential characteristics

of the sector.

The last section builds on the findings in the precedings
sections to lay the foundation for some rather tentative policy pres-

criptions for the sector.

Lastly, the appendix suggests a possible way of using informal

trade sector data as indicator of changes in personal income distribution.




TEE TNRORMAL TPADE STCTORR

l.. Introduction

This paper presentz in 3 straight-forward fashion the
/

results of a survey made of tre informal tracie sector in the CGreater ™anila
Area. The Jdescriptive presentation however is rather sketchy since, to
describe the sector. more thorouchly would imply that the inner inter-re -
lations of olserved characteristics of the sector "ave been unraveled. The
analytical rortion is not presented until the latter part of the pajer
wvhere a model is introduced tliat seel's to put some order into seeningly
unrelated information on the informal trade sector. ‘Thus, the first
sections merelv present cl:aracteristics or aspects of the sector vhich
appear ﬂrnﬁéﬁeﬁt from the data collected. In fact, a direct loo! at the
set of tables in the next section mav “e more satisfying than the fevw

descrirtive nases accompanving then.

2. Structural and Ovnerational Characteristic

1#7]

Tradine activity, whether undertater bv biec enterprises, or hv
itinerant peddlers, remains essentially the sare activity: it is hasically
the bringine to final consumers of roods nroduced in the econony., Thus,
Table 1 shows us that enterprises in the informal trade sector deal with

practically all kinds of goods, from roods consumed daily, to clothing,

footwear, educational supplies, and even witi. business duratle coods,

Lxhis sarer is part of a larrer study orn the Informal “ector
in tl.e Greater ”anila Area, 127¢, supported by the Inter?ational_Lahour
Oreanization and directed by Gonzalo 7. Jurado.‘ The authors wi§, to #
acknowledre Ruperto P. Alonzo and Romeo 1, iu%lst? for suggiitln? som
of the specifications of the regressions used in tie itudy: ..uirco
GCamboa for supervising the computer worl:, Lo?elle R. Cataylo and
Perfecta Abellada for providing research assistance.




Table 1

DISTRIBUTION OF ENTEPPRISLES BASE!

ON GOODS DUALT WITH

L

Humber of

Goods Dealt 'ith B Enterprises Per cent

1. Goods Consumed Daily 1,734 71.6
2. Clothinz/Footwear/Accessories/

Jewelry 269 10.4
3. Ilousehold Durable Goods 144 9.8
4. Business Durable Goods 103 4.3
5. Second-hand Coods 13 9.5
6. Several of the above 13 <3
7. “Educational Supplies 24 0.9
8. Flowers 4 0.4
9. Mot applicable 139 5.6

T o ¢t -al 2.492 100.0

The predominance of enterprises dealins with goods consumed daily

(71.6%, Table 2) can hardly be a distinguishing feature of the sector.

Perliaps, the sources of goods used by these enterprises may put
a label to them as belonging to the informal trade sector.'| hile no
comparable data on other sectors are available, the predominance of house
and samll enterprises as sources of goods used in day to day oneréﬁion of
enterprises (72.27%, Table 2) is an indication of gmallness. Conceivably,
the bigger enterprises deal with manufacurers directly, and the tendency

is therefore for the big traders to deal with big producers. As to who t




DISTRIDUTIOL OF ENTERPRISES BASED Of
SOURCES OF ZODDS USED IIT DAILY
OPERATION OF IITTERPRIST
Bl a4, s Humber of Percentage
Sources of Goods Dought ' . 2 ;
» Enterprises Distribution
1. Other households only 236 9.5
2. Other Small Enterprises only 1,029 41.2
3. FHouseholds and Other Small
Enterprises 537 2155
4. Large Enterprises and Government
Agencies Only 404 16.2
5. All Sources lentioned Above 155 6.2
¢. Does not buy goods 35 3.4
7. liot applicable 47 158
Total 2,492 100.0
Table 3
DISTRIDUTION OF EWTERPRISES
BY SOURCE OF GO0DS SOLD
WS T 5
Sources of Goods Sold “9mber.°f wtercgntafe
Enterprises Distribution
1. Single Individual or Enterprise 399 16.0
2. Several Individuals or Interprises 1,954 78.4
3. Not Applicable 139 955
T ot a 'k 2,492 100.0




DISTRIBUTION OF ENTFRPRISES BY

I
J

TYPL OF MAI'! PUYTRS

OF COORS SOLD

Tyne of ™uvers Hurber of Percentasge
nterprises Distril-ution
dFs ‘ﬂGUSQHOidS and Individuals 2,412 9¢.3
2. Other Small Enterprises €5 2.6
3. Mig Commercial or Government
Enterprises 11 0.4
4, Others
5. Hat Applicable 4 0l
Total 2,452 102,60

main~buyers are, Table 4 shows thnt-ﬁﬁ.ﬁ per cent of enterprises =ell
directly to households~-not in itself an indication of peculiarity of
the enferprise. However, Table 5 shows that\ ?1.6 per cent of enterprise
sell mainly to middle income and poor houscholds, perhaps another indics
tion that the enterprises service naindy the low income groups in societ
In this light the data presented in Tables 1, 2 and 4 gain added signi-

ficance. Given this, it is not surnrising that most of these enternrisec

sell goods consumed daily, among other things.

The dimension of the smallness of the enterprise can also be inc
cated by other data. |Table ¢ shows .,that enterprises are indeed small if
measured by the size of fixed capital owned., In fact, 622 enterpnrises
accounting for 25.3 per cent of the total sample even show no ovnership

fixed capital. \ This may be an indication that such enterprises are simg




DISTRIZUTION O WHNTFRPRISLES BY
TYPE OFIIIOUSEREOL™ SERVED
“lumber of Percentage
«Type of - ousehold Served i el s 3 2
= iimtervnrises Distribution

Pich "ouseholds 119
Midsdle Income Households 2,960
Poor Youseliolds 282

21

ot Applicable

208 I - 1

2,492

130,0

Tatle 6

DISTRIBUTION OF TITTERPRISES *Y
FIXED CAPITAL O'TTFD

IZE OF

Size of Fixced Capital unber of Percentage
Owned 'nterprises Distribution

None 623 25.0
Less thant P390 500 20.4
PS0C - P 999 299 12.9
P1OO - P 1,99¢ 228 S.1
20070 - P 4,999 344 13.8
¥5000 =~ P 9,999 225 2.1

1000G - V14,999 75 354
P15000 and ahove 15¢ 7.6
T lo..tra- X 2,472 10C.0




extension of the households of the owmers. That this is the case can

be bolstered by the fact that 2,399 or 06.3 per cent of these enternrises
do not borrov or rent similar capital goods. In other words, it is not
that trade can be undertaken without any canital whatsoever hut that
whatever is being used might have been thourht of by resvondents as used
mainly for the household and not for commercial purposes. This is -clearly
indicated tv the fact that 1,217 enterprises or 43.9 per cent were housed
on structures that were used for residential purposes when the enterprise

is closed. (Table 11).

Similarly, in terms of fully paid enmployment, defined simply as to
employment less the number of workers who do not receive any renuneration
at alll and in terms of gross sales, these enterprises are small indeed.
@nly 17.5 per cent of them enploy 3 or more workers, and 55.1 per cent
do not employ paid workers at all (Table 7). In terms of gross sales,

56 per cent of them sell less than P80N.00 a wee, or a little over a

hundred pesos a day for a 7-day week. (Table 3).

In spite of their relative smallness of informal sector trading
enterprises, some form of stability seems apparent in the sector. Prac-
tically all of them are located in nermanent locations (9¢.7%, Table Q)
using permanent structures (37.6%, Table 10), enjoying water and elec-
tricity (69.47 of them have access to both services, and 98.47 have

access to either or both of the two services, Table 12). Howvever, the
structures being used by enterprises are actually being rented (72.57,

Table 13). The data confirms an earlier assertion that the reason Ssome

enterprises indicated non use of fixed capital is that the structures us
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Table 7

DISTRIBUTIO™ OF ENTFr"rPISrS PY SIZE OF
FULLY PAID I PLOYMENT

Size of Empl ¢ Jumber of Pexcentage
BRES _DE Siplmen Tnterprises Nistribution
None 1,447 58.1
1 310 12.4
2 309 12.0
3 or more 433 | i
Total 2,492 100,0
Table o
DNISTRIBUTION.OF EMTFRPRISI'S RY
GROSS SALES
('eekly)
Gross Sales Per Veek Tlumber of Percentaye
nterprises Distribution
Less that P50 134 5.4
P 50 = 929 61 2.4
160 - 149 ' 135 5.4
155 - 129 66 240
200 - 299 225 2.0
300 - 399 234 04
400 - 599 279 11.2
600 - 799 234 ¢ 4
500 - 999 95 33
1,000 - 1,490 355 14,2
1,590 and above 674 27.0
Total 2,492 16G6.90
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Table 9

DISTRINUTION OF IIMTERPRISES
BY TYPE OF LOCATIO™

Tvne of Location "Tumker of Percentage
) L P Al ; oI . >
LYP Interprises Distribution
Permanent Location 2,487 gk 5
Variable Location 5 . 2
Lot g 1 ' 2492 100.0
Table 13

TYPE OF STRUCTURL USLD RY TMTERPRISES®

Number of Percentace

Type of Structure = - : . :
e Interprises Distribution

Permanent Structure 25185 87.¢€

Temporary Structure 307 12.3

Total 2,492 100.0
Table 11

USE_OF “STRUCT'™T T FM ENTERPPISE IS CLOSED

. umber of Fercentage
Other Uses . . S :
Enterprises Distribution
For Residential Purposes 1,216 46.9
For Commercial Purposes 107 4.3
None 1,135 45.5
Not Applicable 32 1.3

Total 2,492 100.0
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sanlie

AVAILARILITY OF UATER/FLECTRICITY

12

Type of Cervice Availabla

2Y¥q gy
unber of

Fnterprises

Percentare
NDistribution

Mfater Onlv 44 1.6
Flectricity Only 32 27,4
Tater and Flectricity - 1,43 GO b
Neither Tlater nor Electricity 37 1.5
Not Applicatle 3 0.1
T ot al 2,492 160,70
Table 13
2 TEMURPE STATUS ' OF EHTERPRISE IN
RFLATIO!N" TC STRUCTURE
: Mumber of Percentage
c of Tendre : . A 3% .

Typs i Interprises Distribution
Fully owned by enterprise 572 23,0
Partially owned 63 255
Rented 1,506 7245
Neither owned nor rented 43 1+
Not applicable 3 0.3
Total 2,492 1€0.9
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practically all of which are permanent, structures are mainly credited to

household use and not to commercial use.

“oreover, the informal ttading sector enterprises are not fly-by-
night affairs. | Building of enterprise structures necessitated government
permit (S4.3%, Table 14). In fact operation of the trading enterprises
required government permit too (©7.2%, Table 15), and 96 per cent of the
enterprises actually sought such a povernment permit (Table 16) and
39.6 per cent were actually subjected to govermment regulation such as
regﬁlar inspoc;ion or licensing (Table 17)./ More importantly, such
enterprises have been in existence for a long time, with 96.7 per cent
of them having been in the business for at least 2 years (Table 13).

In fact a number of them have been in the business for more than 20 years
(13.1%, Table 13) or for 10 years or more (39.9%, Table 13). Thus, a

relative permanence and stability for the sector is indicated,

Table 14

DISTRIBUTION OF ENTERPRISIS BY WHETHER
STRUCTURE WAS BUILT VWITH PERMIT

O MOT
tow built lumber of Percentage
i - I'nterprises Distribution
Not Applicable - 10 C.4
""ith Government Permit 2,363 94,3
Vithout Permit 77 31
Don't Xnow 42 1.6

Total 2,492 100.7

[
.




Table 15

WATURE OF OPFRATIO™ OF IZITERPRISE AS
LEGAL REQUIRITIENT

- umber of Percentage
Legal Nature . 25 2 2
Enterprises Distribution
Permission From Government Necessary 2,423 7 o2
Permission Not Necessary 51 2.0
Don't Know 18 0.7
T0-t a1 2,492 120.0

Table 1€

FULFILLMENT OF LEGAL RTOUIREIIINT TO CONDUCT BUSII'ESS
A3Y IMTTRPRISES
'as Permit Sought? Tumber of Percentage
Fnterprises Distribution
Yes 2,394 96.0
No 93 339
Lot "a"} 2,492 1060,0
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Table 17
DISTRIRUTION OF ¥ ITERPRISES BY "HETHER

SUBJECTED TO GOVT RENT REGULATION OR

LISPLCTION

" VWhether Subjected to Tumber of Percentage
Or lot Interprises Distribution
Yes 2452364 89.6
o 218 Bad
NDon't Know : 40 1.6
T 0i t.a .1 24402 100,0

Tahle 18

DISTRIBUTION OF ENTFRPRISTS PY LENGT'! OF OPLRATIONM

Lenrth of Operation Years ‘Vumber'of Ferc?ntage
nterprises Nistribution

Under 1 year 1 0.0

1 - 2 years 183 y R

2 - 5 years 0644 24,3

5 -10 yearsr 770 | 30.9

10 - 20 years 567 22.8

20 years or more - 327 131

Total " iy 2,492 1C0.0




Tables 12-23 give information that supplement the previous charac-

terization of the sector as consisting principally of small enterprises.
Table 19 shows that 1,931 or 79.5 per cent of the 2,452 enterprises

in the sample do not enploy male workers regularly, nor, for that matter,
do 97.5 per cent employ male workers even on a part-time basis (Tahkle 21).
Moreover, 71.1 per cent do unot employ any females on a full-time hasis,
and 95.% per cent do not even employ this category of workers on a parw -
time basis. These data of course do not rule out the possibility that
those vtho do not employ females may e employing males and vice versa.
Thus from Table 23, we discover that 22.1 per cent in fact employ one
worker and only 0.7 per cent do not erploy any workers at all, At any
rate the smallness of the enterprises constituting the sector is high-
lighted by the fact that only 6.3 per cent enploy more than ¢ workers

(Table 23) and 6°2.1 per cent have employment of 3 workers or less.

Equally interesting is the fact that 1,190 or 47.3 per cent of
them employ family nembers who do not get paid (Table 24). (Obviously
/the other 51 per cent of the total who indicated that being classified
under non-payment of workers in Talle 24 is applicable are those enter-
prises which either have no enployment at all (and this is small, only

0.7% according to Table 23) or those which pay all workers employed.)

liowever, 7.9 per cent of the total pay a maxinum wage of less
than 75.70 to male workers while 31,2 per cent pay such a maximum wage
to female workers (Tables 25, 26). For ninimum wages paid, 32,7 per
cent pay less than P5.00 to male workers (Table 27) while 92.99 ner cent

pay such a minimum wage to female worlers. These information scer to

indicate either low productivity in the sector in general, or that these

enterprises are capable of exploiting their workers to the extreme degree.




Table 19

DISTRIRUTION OT FI'ERPRISES RY NUMBER OF
MALE FMPLOYEES FMPLOYID O A
REGULAPR. (FULL TI!E) BASIS

Number of Male Employees rjunbpr.Of r?ercgntage
Enternrises Distribution

0 1,981 9.3

1 214 .6

2 125 5 B |

3 63 2l

4 35 1.4

5 16 0,8

6 13 0.7

7 =10 25 130

Others¥* ; 4 0.1

. Tagstia 'l 2,492 100.0

%These constitute entries which appear erroneously classified.

Table 20

DISTRIBUTION OF FMNTERPRISFES RY NUMBER OF
FEMALE FPLOYI'TS EMPLOYED ON
FULL TIULC BASIS

Number of Female Employees EzzgigiiZZS Dziiiigiizzn
) 2,433 97.8
1 35 1.4
2 ) 0.4
3 4 0.2
4 1 0,0
5 2 0.1
€ 1 0.0
Others* 2 c.1
Total 2,492 100.0

'These constitute entries which appear erroneously classified.
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Table 21

DISTRIBUTION OF INTIFPRISES RY MI™MRTR OF MALE
PART TI', E'PLOYFFS

Humber of Employees ﬂ“gﬁber.of‘ ?ercgntage
%, - Interprises Distribution
0 2,433 7.

1 35 1.4

2 $ 0.4

3 4 0.2

- 1 0.0

5 2 0.1

6 1 0.0

Others* 2 0.1

T o tra 1 2,492 100.0

*Thesc constitute seemingly erroneous entries.

Table 22

DISTRIBUTION OF FNTFRPRISES RY NUMBER OF FEMALE
PART TI''i" EVPLOYEES

Number of Fmployees “"umber.of ?ercgntage
Interprises Distribution

0 2,389 95.:9

1 65 2.6

2 Weil:

3 10 0.4

4 5 0.2

6 1 0.0
Others#* 4 0.1
Total 2,492 100.0

*These constitute seemingly erronecus entries.

_
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Tabhle 23

DISTRIBUTION OF FHTrRPRISES Y TOTAL TMPLOYMEMT

g e Number of Percentage
Hunber of Tlorkers . p o ey
'nterprises Distribution

3
ZI ) !": 1”. 3
7

5 192 i

0 © 6 3 . 0
7 - 10 133 5.3
Above 10 26 el
To, £-a-1 2,492 106.9

Constitutes seemingly erroneous entries.
Table 24

DISTRIBUTION OF ENTFRPRISES DY TYPE OF.UNMPAID WORKFRS

B WA umber of Percentage
Type of Vorkers ; : =y i 2
Fnterprises Distribution

‘lot Avplicable Y213 5kl

Full Time Vorker 22 0.9
Part Time "'orker 3 0.1
Casual "orker 4 0.2
Family Members 1,199 47 .8
Protr-avl 2,492 100.0
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Table 25

DISTRIBUTION OF ENTERPRISES RY MAYIMUM WAGE PAID
TO MALE FULL-TIME VIORI’ERS

Maximum "age Paid Number of Percentage
Interprises Nistribution
Less than P 5.00 2,967 32,0
P 5.00 - $9,99 165 6.6
P1C.G0 and above 260 10.4
Tro. .t asl 2,492 1C0.0
Table 26

DISTRIRUTION OF ENTERPRISES PY IMAXIMUM WAGE PAID
TO FEMALE FULL TIMTC VIORKIRS

Maxinun Wage Paid Number of Perc/ntage
3 Nag Enterprises Distribution
Less thant P5.00 2,024 81,2
P5.00 - $9.99 251 103
?10.00 and above 217 B
Total 2,492 100.G

Takle 27

DISTRIRUTION OF ENTERPRISES BY MINIMUM VAGE PAID
TO MALY. FULL-TIME 'TORVIRS

Minimum 'Jage Paid VNumber-of ?ercgntage
Interprises Distribution
Less than P5.00 2,235 89,7
?5.90 to P2.99 172 6.9
P10.00 and above 35 3.4

T 0 t.a 1 2,492 100.0
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The latter implication deoes not seem warranted in the licht of
previous information that most of thase enterprises are mere ertensions
of household activity. It is bolstered 'y the fact that as Takle 29

5%

shows, many of these enternrises (42, operate from 11l to 24 hours a
day and that, furthermore, 73.7 mer cent of the enternrises close at

will (Talkle 39). This stroneclv indicates extreme irrecularity in ope-

ration which permits the possiltility of. nayine low vages for long hours.

3 ?ro%lems and Patterns of Growth

The dominant.characteristics of the sector that seem to energe
above do not preclude the possibility of prowth but do tend to inhibit
K P Table 21 shows that 65.5 per cent of the enterprises have Feen
selling the same things as in the past and only 34.5 per cent are now
sellinp things that they have not sold bhefore. This is merely consistent
with the féct that 71.6 per cent of the enterprises consist of éntnr~
Prises dealing with goods consumed daily (Table 2), and for such
commodities. The only changes that could come about would mainly hbe
changes in the packaging, etc., and not in the linds of goods sold.
Hevertheless, same favorable indication of growth can be seen. Of the
total, 52.3 per cent have experienced at least a slight increase in the
quantify of goods éold (Table 32), and 33.3 per cent have changed the

method of operation of the enterprise (Table 34).

These growth indicators are not spectacular, and the reason could
be traced to the largs number of enternrises in the field., For instance,

{

32.2 per cent of the 2,492 enterprises (i.e., those responding for them)
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Table 23

DISTRIBUTIOU OF FJTERPRISFS RY MINIMUM
WAGE PAID TO FEMALE FULL-TIME WORKERS

Mindimum W Paid Number of Percentage
B o e SADRIR, g, e Enterprises Distribution
Less than P5.00 2,292 92.00
P5.07 = P9.99 142 5%
PLC.05 and above 53 2.3
T-ot-al 2,492 100,0

Table 26

DISTRITUTION OF ENTERPRISES BY ilU [BFR OF HOURS ENTERPRISES OPFRATES

DAILY OM THFE AVFRAGFE

Number of Hours Humber of Percentage
" T Enterprises Distribution
1 - 7 hours 89 3.6
8 hours 279 11,2
9 hours 106 4.2
10 hours 311 1253
11 - 16 hours 1,523 61.1
17 = 24 hours 134 1l
T ota kL 2,492 100.0




DISTRINUTION OF ENTTPPRISES EBY REASONS
FOR CLOSURT OF INTERPRISE

5 “lumber of Percentage
Reason for Closure - : ST : -
: Fnterprises .. Distribution

Sundays and Fixed Holidays 376 1o R
Closing at will in addition to

above 154 6.2
Closing at will whether Sundays

or holidays 1,962 1847

T-o tral 2,492 100.0

Table 31

'DISTRIBUTION OF ENTFRPRISIS AS TO VHETHER IT IS.
NOY SELLING GOODS IT WAS NOT SOLD
IN THE PAST

Tvne of Response Ilumber of Percentage
g A Enterprises Distribution
Yes 360 34,5

Mo 1,632 B e
T -0-€+a -k 2,492 100.0




DISTRIBUTION OF EMTZRPRISES RY TYPE OF

PO

Table 32

CHANGE IN OUANTITY OF GOODS SOLD

Type of Change Humher.of ?ercgntage

Enterprises Distribution
Substantial Increase 252 10.1
Slight Increase 1,063 42,7
No Change 927 372
Some Decrease 182 1.3
Substantial Decrease 68 el
Total 2,492 100.0

Tahle 33

DISTRIRUTION OF ENTERPRISES BY TYPE OF CHANGE IN NUMRFR OF PERSONS
ASSOCIATED WIT!" FNTERPRISES

Type of Change ‘Uumber'of ﬂ?erc?ntage
Interprises Distribution

Increased Substantially 35 1.4
Increased Somewhat 215 3.7
Remained t}e Same 2,030 33.5
Decreased Somewhat 133 5.3
Decreased Substantially 26 1.0

Two t.al 2,492 100.0




