actually this is a disappearing group. Class 11 enterprises are compose

of the 41.2 per cent who have a net revenue of more than 711.00 a day.
While the model considers several factors to explain the behavior of the¢
informal trade secfor as a whole, a necessary condition that this model
points out th trading enterprises can continue to exist at very low sal
volumes, such as P50.00 ér less a week, or to gravitate to sales volumes
barely sufficient to support an entire household, is that the enterprise
is the sole source of income for the entrepreneur's household, or the
enterprise is merely a supplementary source. Of the entrepreneurs in
the sample,l,317 or 54 per cent of the total are the sole earners in
the household, while the -rest have one to four other household nembers
earning some income. Moreover, 30 per cent of the entrepreneurs have
listed working proprietorship as both the main and subsidiary occupatior
Hence, it is clear. from these data that small scale trading is the sole
means of support. for some households and a subsidiary one for others,

satisfying the necessary condition.

llowever, a more disturbing aspect of the sample is that only 1,]
or . 71.5 per cent of the 2,492 enterprises deal with goods consumed dail,
The others deal with such items like clothing, footwear, etc. (See Tablc
The model so: far has dealth with enterprises selling goods consumed dail
by household consumers, so thac the conrirmation of the moC«l that was
mentioned earlier may be questioned. One can argue of course that the
behavior of the informal trade sector as a whole will reflect the behav:
of the 71.5 per cent of all enterprises selling goods consumed daily.
This may well be true, but a more proper approach is to incorporate in t

model this aspect of reality and see how far the model is to be modifiec



Table 47

DISTRIBUTION. OF ENTERPPRISES I TERMS OF VHAT

GOONS THE EVTERPRICE

DEALS JITH

- 2 ; : Humber of Perce e
That 'mterprise Deals 'ith 1 SR s Cfntag
Enterprises Distribution
1. Goods Consumed Daily 1,754 719
2. Clothing/Footwear/Accessories/
L 10.4
Jewelry 260
3. FHousehold Nurables/Other
Durables 144 5.8
4, Business Durable Goods 108 4.3
5. Secend Mand Goods 13 5
6. Several of the above 13 o
7. .Educational Supplies 24 9
3. Tlowvers 7 .3
9. Yot Applicable 139 5.6
T.o tra’l 2,492 1£0.0




Let us note furthermore that approximately 97 per cent of the

€nterprises sell mostly to households (Table 43), and that 91.6 per cent

sell to middle income or poor households (Table 49).

DISTRIBUTION OF THNTEPRISE IU1 TERMS OF W'0 PUYS

MOST OF THE GOODS SOLD =Y LENTERPRISE
v 3 dumber of Percentage
tTho . Puys e » : . .
e Enteprrises  Distribution
1. _ilousehold and Individuals 2,412 (7)*% 94, 7
2. Other Small FEnterprises 65 (223) 250
3. Big Comiaercial/Government
Fnterprises 11 (15) &
4. Others 1-(1) 0.0
5. Don't Know or NA 3 (2246) 0.1
Protia -l 2,492 100.0

#Table 3 tabulates enterprises on the basis of the first

answvers to the question who buys.,

enterprises on the hasis of second answers.

Those in parenthesis are for number of



DISTRIBUTION OF ENTEI
OF HOUSEHCLDS RUYIMG FROM ENTERPRISE

RPRISFS ACCORDING TO INCOME CLASS
UYX

5 i Hunber of Percentage
Income Class of Tlousehold L . ; : >
Interprises Distribution
1. Rich 119 4.8
2, Middle Tncome 24 000 80.3
3. Poor 232 11.3
4. Mot applicable 91 Fil

Thus, the enterprises selling semi-durable and duragle goods also sell to
households constituting the market of Class II enterprises. Similar to
Class II enterprises, the minimum size limitation of this class of enter-
pPrises in terms of sales is determined mainly by the nature of ' 'the foods
these enterprises sell. Since these enterprises must be competitive with
the forrtial sector enterprises, they rmust maintain a minimum array of goods
to attract customers (even if only for' that!), and in certain cases, main-
tain sufficient newness, to be "in". All this sugeests a minimum sales
ivolume ‘if an enterprise is to survive, In relation to Class II enterprises,
this sales minimum may Le larger bécause semi-durables and durables in
general are relatively dearer. The process of competition is also ekpécted
to make these enterprises gravitate towards this minimum sales vo ume,
liowever, these enterprises are too heterogeneous because of specialization
in commoditities sold (for example, a garments and textile store will differ ®

from a footwear store,etc.) so that .there is no unique average size for them.



Thus, these enterprises selling durables:and senmi-durables may constitute

sub-classes of the Class II enterprises accounting for 41.2 per cent of
the total; and thus may be ldabelled Class IIb enterprises. (Class Ila

consist of enterprises. selling goods consumed . daily, where Ila + IIb = 518 i)

But let us consider further the significance of the fact that
Class IIbL enterprises sell to housecholds composing the market of Class I
and Class IIa enterprises. The households buying from Class I enterprises,
as we have seen, face the problem of rationing small amounts of income.
Thus, we expect that purchases by those households of durable and semi-
durable needs will be based primarily on cheapness of the basic product,
i.e., such consumers will disregard various elements of product differ-
entiati&% that may be prevalent in the more organized sectors of the econom
and concentrate on the product and vhat needs it really satisfies, and on
the price of these oroducts. .The basic rule that such households will tend
to follow, given incomes which hardly make both ends meet, is to buy most
cheaply. In other words, while the small trading enterprises dealing
with durable and semi-durable goods have to contend with stiff competition
with the formal sector, such small trading enterprises .can still capture tl}
low income market. for as long as minimum price and quality requirements are
satisfiedi Besides, locational elements will always play a role in the

eXistence of small trading enterprises.

Households composing the market ‘of Class II enterprises earn nore.
In fact Class II enterprises have to be on their toes to retain their

customers who could easily shift their purchases to the big formal enter-

prises. Thus, for purchases of durable and semi-durable needs, the pull
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of the latter enterprises may leave little to the small trading enterprises.
The reason for this is that when it comes to the daily needs of consumers,
product differentiation between enterprises may be negligible but for
durables and semi-durables, the differentiation is inherent not only in

the product, but also in the supplier., For this reason, the relatively
richer consumers can easily shift to the hig enterprises. Nevertheless,

those hiouseholds just above the threshold income level will behave most

likely  like the customers of Class. II entcrprises.

This suggests that a more rdependable market for Class Ila enterprises
are those hLouseholds forming the marlket for Class I enterprises, and the
households on the lower end of the incore scale of those households forming
the market for Class II enterprises. This means that for as long as these
low-income consumers exist, there is good reason. for small: trading enter-
prises, dealing in semi~durables without the frills and snothbishness of the
big enterprises, to continue in existence. PBut while such enterprises can
continue to serve the low-income market, it is not impossible' to find
within Class IIb, and perhaps also within Class II in general, entrepreneurs
trying .to break into the big, formal sector catepory. Inherent advantages of

location, and the ability of the entrepreneurs, may allow this breakthrough,

A more basic reason for this inherent tendency for ‘enterprises
within Class IIb to make this breakthrough may be found. One reason men-
tioned above why, for any sales volumc there may be an indeterminate amount
of fixed capital investment is that for small :entrepreneurs, the relative

smallness of the available capital locks them in the relatively low-yield

trade sector. That is, there is an insensitivity of investment to returns.
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Moreover, we notice that as we move fron Class L to Class II enternris
the capital requirements alone of the stock of goods being sold by the
different enterprises increase. Especially within Class IIb, with the
heterogeneity and much higher unit costs of gcods being sold, this
differentiation of the enterprises in terms of capital requirements ta
place. Hence, 4+ some critical value of this capital stock, the entre
preneur is freed from a low-yield sector. The crucial significance of
this freedom is not that the ‘entrepreneur will get out of trading pner
but that, rather, he is now guided by cold capitalist calculation. Ile
puts in only just as much capital in trade as could give him returns c
rable to alternative investments, “oreover, his employment of labor «
only be up to the point where the last laborer hired just pays for hin
Just as rationally, an enterprise can expand, breaking into the‘big fc
sector category, where even the rich households become its customers,
Table 49 indicates indeed that 4.8 of the 2,492 enterprises in the sar

have rich households as their major market.

A major implication of all this is that the informal trade sec
which as a whole has failed to exhilit any regular production functio:
shown by the results of regression exercises made on the survey data
(see above), contains within it a sub-set of enterprises where such
regression exerciges could yield a regular production function, and tl
reason regression using the complete data failed to show this regular
was that regularity within the sub-set was swamped by irregularity

within the complementary set.



A candidate sub-set that may show this regularity is the set

of enterprises which in Table 46 is composed of enterprises having weekly

sales greater than ¥1,000 and accounting for 41.2 per cent. In terms of

£

the unmodi

hurdled a size barrier so that now these enterprises are supplying

dities daily consumad to relatively richer
of the smaller enterprises.
prises dealing with goods other than goods

accouting for 23.5 per cent of the total.

e can also consider the following
distribution of enterprises based on fully
note that 41.9 per cent of informal sector

fully paid employee.

fied model presented above, these consist of énterprises

commo-

households, and perhaps to some

This sub=set actually encompass the enter-

consumed daily by households

tables. Table 50 presents the

paid employment. From this we

enterprises employ one or more

Table 51 on the other hand presents the distribution

of enterprises on the basis of value of fixed capital owned.

DISTRIBUTION OF TNTECRPRISFS

PASED ON

that have

FULLY PAID EMPLOY!MENT

Felly Faid Eoplomen
9 | 1,449 58.1
1 31 12.4
2 300 12:0
3 or more 433 17:5
Total 25452 10C.0
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Table 51

DISTRIRUTION OF ENTERPRISES BASFD ON VALUZ
OF FIXED CAPITA O'INED

Humber of Percentage

J f Fixe apita Pesos y . ; ;
Value o ixed Capital, Enterprises Distribution

None 623 25.3
Less than 500 509 12004
50C - 999 299 12.0
1,000 - 1,990 , 228 2.0
2,006 - 4,929 344 13.3
5,000 - 9,999 225 9.0
10,000 - 14,999 75 3.0
15,000 and above 189 755
LLort a1 2,492 100,0

Notice that enterprises with fixed capital greater than ¥1,000.00
accounted for 42.3 per cent .} the total; and those with capital greate
than' P2,000.00 accounted for 33.3 per cent of the total. e do not ha
any basis to identify what the eritical armount of capital ig that frees
entrepreneur from a low-yield investment, that is, what ¢ritical amount
of capital is it that casn pe mobile hetween investments, seeking that
which gives the highest return. Table 51 does not identify for us the
group of enterprises we are looking for. Desides, Table 51 gives fixed
capital investment, excluding the circulating capital of énterprises

which, for trading enterprises, amounts to a significantvalie.



Further consider the distribution of

preneurial earnings (Table 52).

for by enterprises with weekly entrepreneurial

>

¥150.00, or roughly, a daily income of

DISTRIRUTION OF ENTERPRISES

0f the total,

greater

FNTREPRENEURAIL FARNIMNGS

BASED Ol

enterprises based on entre-
39.8 per cent are accounted
income greater than

than P21.00.

(VEFKLY)

Fntreprencurial Earnings ﬁumber-of Fexcentuns

3 Enterprises Distribution
L.essthan P50 571 22.9
¥50- - ¢9 470 18.9
PL00 = 149 457 15.3
?150 - 199 99 4,0
P200 - 299 264 10.6
P300 - 399 93 VA
P40 - 599 133 5.3
P6C0 - 799 103 4.3
Y800 - 999 35 1.4
P1,006 - - 1,499 74 3.0
P1,500 and above 53 3.5
2,492 100.0

T ot a'l
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Using several criteria, the subset of enterprises where
regularity hetween, say, value added per enterprise and capital and labo
employment exists, and therefore, where such a relationship can be esti-
mated, may be accounted for by 20-40 per cent of the total. On the
basis of Table 50, 41.9 per cent may be too large. Fully paid employmen
is simply defined as full and part time workers minus unpaid workers, 8¢
that these employment figures do not reflect employment based on margina
output of workers. On the other hand, only 29.5 per cent of all enter-
prises employ two or more. While it donrs not follow necessarily that
these 29.5 per cent of the whole operate along capitalistic lines, this
figure may he a better estimate of the desired subset than the 17.5 per
cent employing three fully paid workers or more. 3ased on Table 51,
19.5 per cent of the enterprises have fixed capital greater than §5,000.
And if we take into account those with P4,000 or more (not reflected in
the table}, this set accounts for 24.5 per cent of the total enterprises
As we have said, the critical value of capital that makes the entreprene
behave as a capitalist is unknown, so that all that we can do here is
to indicate range of values where this is likely to be true. Nased on
Table (¢ this range could be ¥1,009 and above or P4,000 and above, corres
ponding to enterprises accounting for 42.3 per cent of the total, or to
only 24.5 per cent, respectively. The same nualitative statements can

be derived from Table 52.

While we cannot be. sure just what proportion of enterprises in

informal trade sector operate as capitalistic firms, based on the takles




presented above we can almost be certain that they exist. They might

account for 29 per cent or so of the total. Bip or small, it is inte-
resting to separate them from the rest of the sector. We can account for
the uncapitalistic behaviour of the greater portion of enterprises within
the informal trade sector. ﬁe must also find out how those who operate

as capitalistic units make use of economic resources.

More interestingly perhaps is the separation that we can nake of
enterprises dealing with goods consumed daily, the Class I and Class Ila
enterprises in the model above. It is clear from our preceding discussions
that Class Ila enterprises may be operatine or be in a position to operate
as capitalistic firms. The interesting implication here is that sepa-
ration of Class IIa from Class I, and a more detailed study of its

tharacteristics may yield an optimum size trading enterprise dealing with
goods consumed daily. The olwvious policy implication concerns possible
control of the big, established enterprises dealing with goods consumed

daily. All these constitute agenda for future work.

For the present, let.us see what our model has turned out to be.
We were able to breal: up the enterprises selling goods consumed daily into
Class I and Class IIa enterprises. - The distinction is in terms of markets
served, and size. We have indicated that there is a possibility that
of the Class II enterprises.a certain portion may be operatingas capi-

talistic firms.

Insofar as capitalistic and non-capitalistic firms operate side

by side in space, within each class, the size of each in terms of sales




will still be determined by their number. BRut conditions for entry or

exit for capitalistic firms will differ from the rest. More concretely,
given any average sales volume, the non-capitalistic firms may use more
capital and enploy more labor, than the capitalistic firm, because the
latter will optimize use of these resources; and if this average sales
volume goes down far enough, the capitalistic firm may be driven out,
ahead of the non-capitalistic firms, if this decline in sales results in
returns smaller than in alternative investments. Thus, if entry by
non-capitalistic enterprises is free, capitalistic enterprises could
hardly survive. Within Class IIa, where entry is relatively free becaus
the capital requirements is small, it might be difficult for capitalistic
enterprises to survive, However, it was already pointed out above that
peculiér to trading, location is a monopolistic element, providing a
barrier, not necessarily insurmountable, to entry. This provides avenue
for the growth of an optimum size trading enterprise operating as a

capitalistic firm.

For CLass ITa enterprises, barriers to entry include, in addition
to locatiqn, the capital intensiveness of the trade. These factors do no
put an end to competition; they simply make operation by non-capitalistic
enterprises more difficult, except in the fringes. Thus, within Class II
firm size in terms of sales may be determined princiﬁally by the size of
the market and the number of firms, but with the important proviso that
this number, as it is determined by enty and exit, allows each of the
enterprises to earn returns comparable to alternative investments. In

other words, within Class IIa, there will be a tendency for enternrises

to grow towards some optimum size.
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One final point to be considered concerns the enterprises dealing
with business durable goods (Téhle 47). Ve may disregard these enterprises
since they constitute é small percentége of the whole ( 3%), i.e., the
behavior of the informal trade sector as a whole will not be affected
one way or the other by the behavior of this small segment. We take this
pésition here noting that this'conclusion need not be affected even if
this segment Q?Ie not disregarded. Table 43 shows that households and
small enterprises account for practically all the customers of small trading
enterprises. In fact it appears from Table 48 that of the 108 enterprises
dealing with so-called business durable goods (Tabie 47), about half sell
mostly to househblds or individuals., Thus, w$ilc the data are not clear,
it looks liké the number of enterprises that sell strictly business
durable oods may be fewer than the 102 reflected in fhe déta. As in our
discussion regarding Class IIa enterprises, their selling to small enter-
prises‘waé not precluded. For hasically the same reasons, Class IIb
enterprises may in fact sell to other snallbenterpriées wiﬁhout affecting

our model in any significant manner.#

Finally, let us re-state the model in a form that can be easily

confirmed or denied by the data on hand.

; *Mevertheless, for enternrises selling strictly business durable
goods to other enterprises, a different model is appropriate to explain
their behavior. This is no longer attempted here due to the fact that
the insignificant number of such enterprises will hardly affect the
behavior of the informal trade sector. More specifically, the poor
regression results could be accounted for by the 98-99 per cent of
Class I and II enterprises.




nunber of enterprises in the informal trade sector in

class i, i = I, IIa, IIb
2

number of households constituting market for enterprise

-
pas
]

i
in class i, i = I, IIa, IIb
Where
HI are households earning income Y < 7, HIIa\are househ
earning ‘income Y, where Y<y< ?; and LIIb are
households NI + HIIa' (Equating HIIb to FI - VIIa
is a simplification. See above).
Y = threshold household income separating Class IIa
buyers from formal sector buyers.
then,
(1) N, = a, LY. i=1, IIa, IIb

This specification incorporates the major assumptions of the mod
(1) the markets for the different classes of small trading enterprises
are confined principally to certain households earning incomes within
specific ranges; (2) Each enterprise within each class has a definite
share of this market; and (3) The linear relation between number of ente
prise and the product of number of households and average household
income puts a limit to tie size of each enterprise. 'Thile the consequen
of these assumptions have been brought out above, one may better anpreci.
thesevby thinking of a different specification. For example, letting

A 5 : . . 2.2 -
H.Y, = 71., the equation could be I'. =a. + a. M. - a M., which says that f
14 i i i e - |

number of enterprises heyond some value of Ti will in fact po down. Thi:




possible if, for example, the optimum size trading enterprise is larger

than vwhat it is in the beginning, and all enterprise owners calculate on
the basis of capitalist rationality. This is especially relevant for Class
IIl, enterprises so that this alternative specification may fit better
Class IIb than does equation 1 above. Thus, equation (1) indicates that
either the size of enterprise the informal sector started with was already
the optimum size so that even with the use of capitalist calculation the
number of enterprises simply expands with the expansion of the market, or
the nunber of enterprise the sector started with was not the optimum size,
but entrepreneurs as a whole are not calculating capitalists so that the
number of enterprise expands linearly with the expansion of the market just
the same. The latter is»a more plausible position to take as indicated

in the discussion above. But this is the position which will Le tested

below, by considering other implications of equation 1, from which we get

(2) - dir./de dr . /dt dy . /dt
1 fr p +

N. H. i

;8 1 >

e
e
-

= I, IIa, IIb

Under the simplifying assumption that we have made, i.e., that

HI + hIIa = HIIh’ one can simply dichotomize households into the informal

sector buyers and the formal sector buyers, Fl and L, where H = V] + ﬂz.
VA i

= .
I, and H, are separated by the threshold income Y : Ll households receive

1 2
income smaller than Y and Hz households receive income greater than or
equal to Y. Thus,

3 H. =P 1
() 11 l’

wvhere P, is Ii. /li.  From this we get



=GO~

(4) dﬁi/dt dPi/dt dH/dt

I, Rasis: - o
i ¥
Assuming further that uhl/dt 3 dHII/dt, and iz}/dt !
1 H ' T 2
. & 113 ¢ I
d
fYII/dt , we have
¥
II

I AN . ! H dy .

(5).  dufae - Mt aN At o, et gac
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2
L R s dTglde
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i
there N = + ) A1
where NI IIIa ITh
b To get estimates of Pl requires specification of the household

income Y. From Table 53 we see that the proportion of households to t
households in Manila and Suburbs earning income less than P2,400.00
increased from 29.9 per cent in 1957 to 32.7 per cent in 1971; and for
those earning less than P3,500.00. The correspondiﬁg change was from
7{48.}5 per cent to 51.3 per cent. Slicht declines took place in the inte
: veping years 1961 and 1965. Thus, P1 frew at an annual geometric rate
between 0.75 per cent and 0.4 per cent. On the other hand, average inc
i for tbose households earning less than P3,500.00 increased»from P2,413,
An 1957, to P2,434.00 in 1961 and to $2,444.00 in 1965. Then falling t
P2,343.00 in 1971, a fall corresponding to -0.2 per cent per annum betv
1954 and 1971. What is clear from all these trends is that changes in
Pl and chompensated for each other. Thus, accordigg to equation 5,

the change in the number of enterprises can be accounted for by the



change in the total number of households. 1f we take the peometric

rate of growth of population in Manila and Rizal of 6.4 per cent hetween
1960 and 1970 to proxy for this change in the number of households, we

come out with the same figure for growth of enterprises.

Table 53

CUMULATIVE FREOUEMNCY NISTRIRUTION OF HOUSEIOLDS
BY IICOMI CLASS IN METRO MANILA
1957-1971
(Per Cent)

Year
Real Income® Class 1957 1961 1965 1971
Less than $2,400 29.9 29.5 27.90 32.7
Less than P3,500 _ 43.5 48,2 46.7 51.3
Less than'?5,500 +569.7 66.5 . 53.2 69.3

*Tncome as indicated 'in Family Income and Txpenditure Surveys
for relevant year are deflated by CPI IManila (1965=100) to arrive at
these real income figures. To get percentage of households belonging
to income class lower than P2,400 for example, interpolation was resorted
to. Thus, 11.9 per cent of households had income between 2,000 and
$2,499 in 1965. Four-fifths of 11.9 or 9.5 of these households are
considered to have income less than F2,4C(. This percentage added to
those for the lower income classes lead to a cumulative percentage of
27.0 in 1965. his procedure was followed in the derivation of data in
this table.




The survey results

however give the age structure of enterpris

surmarized in - the follovine table (Table 54):

DISTRIRUTION

1 g
Table 54

OF ENTERPRISES O THE LASIS OF
AGT OF TNTFRPRISE

Aze of Fnterprise r”unber.of “?erc??ta?G

nternrises Distribution
Under 1 year 1 : 0.00
1 - 2 years 153 0.07
2 - 5 years Fh4b 0.206
5 - iD yeafs 770 0.31
19 ~ 20 years 567 .23
Above 29 years 327 0.13
T o't -a 1 2,492 100.0

.This age structure_implies

cent or, taling and points,

~

an.average geonmetric erouth rate of 9.4 per

an annual growvth rate of 10.1 per cent.

These figures may overstate the actual growth rate for two reasons.

One proceeds from the fact

data. - For examble, of the

12 =29 years' {Table 59), some may actually be older than 20 years., It

that there ‘is some depree of anbiguity: in ti

567 enterprises belonging to'ace category

i& more coimon for respondents to answer that the enternrise is 295 yoar

old even if it actually is

are over 20 years old when

1

closer to 21 years than for then to say they

they are only 19 pushing on 20. 1In other wo

the rough dividing line between are classes iu our data nay account fo

the overstatenment of the rate of growth,



The second factor that may account for this is the fact that i'sone

of ‘the 2,492 enternrises in the sample may no longer telong ‘to the dmformal
sector. As we have indicated above, some of the enterprises satisfy

some "bigness" criteria. The validity of this argument hinges on the
assumptién that this adjustment ‘is greater than the opposite adjustment
due to the fact that some formal sector enterprises who -ere once small

are naturally excluded from the sample.

At any rate, if we assume a 10 per cent adjustment on both counts,
i.e., 10 per cent of the 2,4%2 enterprises are excluded and 10 per éent
bf.tﬁose enterprises claiming to ﬁeﬁlﬂ to 20 years old are considered
aone 27 years oid, ve end up with a Qrowth rate 6f 5.7 per cent in the
number ofveﬁferprises.A This estimate is still higher fhahithe theoretical

expectation of 6.4 per cent.

X .. YThat does this imply for the model? Certainly the specification
(equation 1) understates the actual rate of growth of informal sector
enterprises, hut such a specification is actually a simplification of the
model presented earlier. As discussed earlier, the size of informal sector
trading enterprises engaged in, items consumed by households daily would
tend to be smaller if what predominates in the sector are entrepreneurs
who -supplement their current consumption stream.  'hile nothing‘conclu-
sive can.be said, it seems that the simultaneous increase-in the propor-
tion of households belonging to .the lower class coupled}with a fall‘in
real income is more conducive to the appearance of such.enterprises used

as supplementary source of consumption. !'ence, the tendency will be

for the size of enterprises to dacline, which change is assumed away by




equation 1. Thus, the evidence. provided by the age structure of the

informal trade sector fails to confirm equation 1 specificatiqn of the
model, If the .actual rate of prowth in the number of enterprises were
smaller than the expected rate, then this piece of.evidence would damage
.the model beyond repair.. That it is . in fac;_greater;lendsAc;eéengg_to
the nodel specification not captured by equation 1, which says, among
other thines, that enterprises operating as subsidiary sources of con-

sumption will tend to be smaller in size than other enterprises, and that

viability of capitalistically organized enterprises will be precarious.

Some of the crucial results from the model of the infdrmal.trade
sgctor presented above are the following: two classes of enterprises exi
each class supplying to a partiéular income class of consumers. Class I
caters to low income groups, and another class, Class II caters to some-
what higher income groups and tends to be higger in terms of sales and
stock of goods, than the other class. - !ithin the Class I, non-capitalist
entrepreneurs doninate, such that employnent' of capital.as well as labor,
does not follow a definite pattern, in relation to sales or value added
for example. Class II, composed of enterprises dedling mainly with
durable and semi-durable consurivtion’ goods as well as bigger enterprises
dealing with goods consumed daily,  may''be made up .of non-capitalistically
‘drganized enterprises and capitalistically organized :ones. The proportic
of the latter is rathér small,especially in relation to the whole .informa
trade sector. There is free competition within the sector such that ‘eact

entérprise within definite classes in the sector tends to get a definite




share of the aggregate market, with the result that -he sizes of all enter-

prises, within classes, tend to be the same. The sizes to which enterprises
gravitate do not follow from the profit maximizing criterion of capitalist

rationality so that these sizes cannot lay claim to being optimum sizes.

All these conclusions are by no means fully confirmed. The data
that we have do not deny either the model and the conclusions derived from
it. At least these conclusions can bhe taken therefore as worling hypotheses,
and at best, as valid generalizations of the informal trade sector. If
these are taken as working hypotheses, they indicate ways whereby they may
be denied or further confirmed, strengthening confidence in the use of
the model. Along these lines we have suggested disaggregation of the data:
(1) data oh gross revenue, entrepreneurial income, fully paid employment,
and value of fixed capital owned, be compiled in terms of (a) goods

enterprise deals with, and (2) for each of the enterprise categories

based on what goods enterprise deals with,cross tabulation of gross revenue

with entrepreneurial income,fully paid employment, and value of fixed

assets used, and cross tabulation of the other pairs of variablesabove.

with these data and with the use of appropriate statistical

techniques, we might be able to deternine optimum size enterprises for

those dealing with goods consumed daily, and for the others. While this

result might await results of similar studies on the formal trade sector,

it is clear what the policy implications are, viz, inducing development

of one sector at the expense of the other. Other exercises may be performed,
1

all geared towards refining policy vpackages for the sector. Put while

all these are useful proposals for future work we can in the meantime still
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see on the basis of data already available whether further confirmation

of our results are forthcoming. !fore indirect methods are available.

Across the whole informal trade sector, it is important to establis
that enterprises operating 1like capitalist enternrises are few. The reasor
for this is that if such enterprises are in fact many, constituting a
significant portion of the total, then the poor regression results that
we pot can hardly be explained. ‘foreover, the model presentad above can
hardly stand. Data on maximum and minimun wages paid by enterprises
provide information necessary to establish this fact. Tables 55 and 56
show the distribution of enterprises based on maximum wages paid to men
and women workers, respectively.

Table 55

DISTRIZUTION OF FNTERPRISES BASED ON MAXTMUM
WAGFE. PAID TO !MALE UIORFFRS

M ﬂumber.of' ?nrcgntage
;’ Fnterprises Distribution
Less than 75,00 2,067 32,9
$5.00 - $9.99 165 €.6
GCreater than ¥10.00 260 10.4

Tio-t-a 1 2,492 100.¢




