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STRUCTURE OF THE REVIEW

The purpose of this research study is to proviade a comprehensive survey
of existing empirical studies on industrial and manufacturing activities
in the informal sector of developing countries. The study is divided
into four parts. Part one, by way cf background, provides a general
introduction to the informal sector concept, mentioning very briefly

its historical orijyins, its utility and limitations as a descriptive
category ané its popularisation as a policy solution. Part two

examines empirical case studies on the sectoral compcsition of the
informal sector, identified in terms of employment or output, focusing
almost entirely at the country and city level. Part three examines the
variety of quantitative and qualitative information available on branci-
specific industrial and manufacturing activities in the informal
sector. The study concludes with a brief comparative evaluation and
analysis of the overall importance of the data, mentioning the scope and
limitations of different studies in defining, enumerating and

analysing the informal sector.




PART ONE

The informal sector concept, first intr>3duced into academic anthropology
(see Harv 1973} and then popularised among the iaternational agencies by
tne ILO (s2e II.O 1972) has in the past decade become widely utilised by
the policy makers concerned with the problems of inlustrialisation and
employment in developing countries. Its fundamental importance stems
from the assertion made by the ILO in 1972 that small-scale
er.terprises, largely unenumerated, had a productive role in Third World
cities, and a capacity to generate not oniy employment but also
autonorous economic growth. Given the failure of the 'filter down
effect' - the severe emplovment problems often associated with large-
scale capital intensive, import-substituticn industrialisation in many
developing countries - the identification cf the productive role of the
infeoimal sector has resulted in a renewad focus of interest on the
smali-scale level of production.

At the outset it is necessary to identify a number of problemns in both
the definition and quantification of the informal sector.

a) Defianiticnal Status

Since the utility of the informal sector was first recognised it
has been applied to such a diversity of empiricel data, in so many
different contexts, that there is often complete confusion
concerning its definitior - at different times synonymous with the
urban poor, people living in slums or squatter settlements, certain
types of occupations, or selfi-help housing in infcrmal areas. If
the ability of the informal sector to generate growth and
employment is to be identified, clarity of conceptual categories is
essential, with the distinction between individuals and enterprises
of primary importance. HAthough the best kncwn and most widely used
sefinition remains that first utilised by the ILC Kenya Report, in
the following survey the definition of the intsrmal sector used is
identified in zach of the studies examined.

b) Conceptual Issues

While the ITO Kenya Report identified the informal sector as
independent, evolutionarv and capable of growth, critics argue that
in reality the level of captial accumulation possible is

frequently conscrained by structural factors in the total socio-
economic system; such that small scale enterprises tend to
participate in growth in a subordinate way. They are not independent
but dependent, cuey grow in an involutionary rather than
evolutionary manner, and the linkagrs between small scale and large
scale are not venign but exploitative. While these a priori
assumptions remain a matter for empirical clarification within each
specifi~ context, it is iuportant to recognise that often the
methodological approach adopted imposes severe constraints on

both the collection and interpretation of datw. Cross-sectional
surveys, for instancz, often cannot identify the complex interlinked
set of ractors which relate to both the internal and external
constraints on smell scale enterprises, while branch-specific studies
relatiny to ‘the collection of productive units and its relative
linkage units" (Sfchmitz, 1982) have problems of representativeness.
in a survey of empirical studies such as thic the particular
conczptual framework must be recognised.




Problems of Quantifiable Data

Unlike the formal sector, there are often problems of
quantification in the examination of the informal sector and the
determination of such characteristics as size, employment
earnings, and labour productivity. Consequently, must of what

is written on the informal sector remains speculative rather than
accurate. Various factors account for this. The informal sector
by definition is unenumerated, elusive and often difficult to
identify. Sample surveys attampting clarification often
inadvertently utilise overlapping definitional categories.
Productivity indicators in this sector are difficult to assess
due to the unrecorded manner in which captial inputs are acquired,
the unrecognised, unpaid family inputs and the elasticity and
flexibility of working hours. In househoid family enterprises
the 'financial barriers between the economy of the "firm" and
those of the household are often somewhat fluid' (Peattie, 1978).
Identification of problems of quantification such as these
throughout this survey will help to indicate the scope and
limitations of economic data on the informal sector.’




PART TWO

INTRODUCTION

Part Two provides a survey of empirical studies concerned with the
sectoral composition and sizz of the informal sector. A wide diversity
of studies are reviewed all of whizh are concerned with the informal
sector at a spatial level. Although the majority ave city level studies,
a smaller number are concerned with the country level and, at the other
end of the spatial scale, with residential areas within the city. Most
of the ILO studies in particular have utilised cross-sectional survey
techniques with pre-coded questionnaires as the primary methodological
approach in order to collect aggregate data at tne required level. 1In
other cases, qualitative techniques, such as anthropological
participant observation collection of life histories have been employed.
A few studies nave provided additional information relating to
particular sectors of production within the overall §ectoral composition,
although this is often insufficiently comprehensive.

Informal Sector Definitions

All the studies concerned with the role of the informal se:-tor in the
cities of developing countries have identified, explicitly or implicitly,
the particular definition of the informal sector utilised. Since it is the
International Labour Organisati~on which within its World Employment
Programme has provided the dominant influence in commissioning prescriptive
studies,ig is their definition of the informal sector which ic most widely
utilised. Over the past decade, scholars such as Bairoch (1973) and
Sethuraman (1976 and 1981) working within the ILO have been concerned to
update the working definition of the informal sector, the methodological
approach and the policy guidelines for much of the current international
agency research in tnis area. Consequently, the definition utilised

within a particular study is related directly to the date when the

research is undertaken. At the cutset, therefore, it would seem useful to
clarify the ILO's position.

The International Labcur Organisation definition as outlined first in the
Kenya Report (ILG,1972) based its two sector dichotomy between the
informal and formal sector on the characteristics of the enterprise.
Informal sector enterprisec were identified as containing the following
attributes: ease of entry; reliance on indigenous resources; family
ownership of enterprises; small scale operation; labour intensive and
adapted technology; skills acquired outside the formal school system;
unregulated and competitive markets.

Bairoch (1973) in his examination of the impact of migration on the
structure of the urban labour force, presented solutions to the problem

in terms of a choice between 'urhan over-unemployment or rural
underemployment'. This provided the early conceptual and policy

framework fo., the first of the ILO/WEP studies undertaken in the early
1970s. Bairoch's work determined the terms of reference, structure and
orientations of a series of studies undertaken in such cities as

C.lcutta, Sao Paulo, Abidjan and Lagos, in which t?e relevance and a2 priori
feasibility of his policy solutions were examined.

Ir. an attempt to provide a more rigorous methodclogical basis for the
identification of the informal sector through the use of specified
characteristics Setauraman (1976) suqggested:




a) the exclusion of primary industrial activities (agriculture, mining,
utilities, finance) from the survey methodologies drawing upon the
International Standard Industrial Classification, to facilitate the
empirical isolation of the target group.

b) the alternative use of the five way sectoral classification schema
(manufacturing, construction, transport, trade and services)

c) the use of sectoral indicators with which to test and identify
informal sector enterprises within each sector according to the
defining ILO characteristics.

(For example, the non-use of power operated construction machinery and
equipment in the construction sector; the non-use of mechanically
powered vahicles in its transport sector (Sethuraman 1976, 1981).5

Sethuraman, in introducing the most recent 1981 WEP/ILO city studies
'The urban informal sector in developing countries' , defined the informal
sector as follows:

'It consists of small scale units engaged in the production and
distribution of goods and services with the primary objective of
generating employment and incomes to their participants
notwithstanding the constraints on capital, both physical and human
and knowhow.' (17)

This concern for a 'redefinition of the informal sector' was based on the
recognition that the characteristics as identified by the Kenya Mission
'do not add up to a definition of the sector', the most important

prob:em identified as one of multiple criteria, such that ‘each critericn
can be used to define a universe of its own'. His choice of the ‘activity
or enterprise as the basic unit of dichotomisation implied that the urban
economy is viewed as a continuum of enterprises engaged in the production
0f goods and services'.(l5) Activities can be sorted out on the basis of
one or more of the characteristics: mode of production, organisation,
scale of operation. Sethuraman argued that:

'The informal sector enterprises can be interpreted as belonging to
the lower end of the urban continuum of enterprises. The informal
sector can therefore be expected, in principle, to overcome the
capital and skill constraints over time and thus assimilate
themselves with enterprises ... the term "small enterprises" as
commonly used can be interpreted as belonging to the middle of the
continuum: it uses a mode or production and organisation somewhat
similar to the formal sector enterprise but on a relatively small
scale ... the distinguishing feature between the informal sector
unit and the small enterprise is their orientation; whereas the
former is motivated primarily "y employment creation, the latter is
concerned primarily with profitv maximisation.' (17)

In formulating a definition with analytical significance, Sethuraman
concluded that the value added per worker - the level of labour productivity -
provides an attractive single measure to distinguish the two sub-systems
within urban ecoromies, with the formal sector described in terms of high
labour productivity and the informal sector in contrast in terms of low

labour productivity.

Sethucaman's subcategorisation within a dualist framework is similar in
emphasis to other recent studies which have sought to identify more
'dynamic' areas within the informal sector with the intention that policy
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measures be directed specifically to them. Nihan and Jourdain (1978)
identified the 'modern informal sector' in their ILO study of Nouakchott,
while Steel (1976, 1977) develoved the concept of an 'intermediate'

sector, thus introducing a third category, larger than typically 'informal’
enterprises yet not large enough to be termed 'formal'. Thus ILO research
had the stated purpose of providing comparative as well as city level
conclusions. The studies were based on cross-sectional questionnaires to
collect information classifiable into the three categcries of a) information
pertaining to the enterprise and its linkages with the rest of the economy,
b) information pertaining to the head of the enterprise, and c) information
pertaining to the household of the head of the enterprise.

The 1981 ILO city studies utilising Sethuraman's guidelines cover nine
cities in Africa, Asia and Latin America. Empirical data was collected in
an informal sector sample survey questionnaire confined to enterprises with
ten or less persons and engaged in manufacturing, construction, transport,
trade and service sectors. 1In the selection of sample enterprises different
studies followed different approaches, though all sought, within the city,
to cover several areas, such as the role of migration, job mobility, skill
acquisition, the enterprise, capital, sales and output, backward linkages,
forward linkages, competition, constraints on expansion, reaching
cenclusions concerning the scale and importance of the informal sector in
the city under study.

Structure of the Review

Although the majority of studies reviewed in this section were commissioned
by the ILO, a mincrity undertaken by others are also included. 1In order to
provide consistency and systematisation in the presentation of data the
studies are all reviewed in terms of the following characteristics:

1. Data source and date;

2. Size of the spatial unit identified (country, city, area withing city);
3. Definition of the informal sector utilised;

4. Sampling base ard measurement technique used;

5. Size estimates;

6. Sectoral composition breakdown (by labour absorptive capacity/employment
capacity; aggregated enterprise constituents; employment growth rates);

7. Earnings data for entrepreneurs and/or enterprises; wages for informal
sector participants (where differing from the preceding);

A. Output data;
9. Comparative formal sector data;

10. Enterprise data (including labour structure, size of enterprise, working
conditions, regularity of employment);

11. Additional information (including age/sex distributions, differential
rates in labour participation);

12. Formal and informal szctor linkages;

13. Constraints on enterprise expansion;

14. Brief concluding remarks.

Obviously, there are considerable differences in the range of data collected,
and many studies fail to provide information on many of the characteristics

listed. However, presentation in this format is intended to allow, where
ssible, for comparative conclusions.




The descriptive breakdown of sectoral composition varies, depending on

the particular study. Generally such categories as industrial,
manufacturing, construction service, trade, commerce, distribution and
transport sectors are included, while some which utilise the International
Standard Industrial Classification {ISIC) additionally include primary
categories such as mining, utilities and agriculture.

The order in which the studies are reviewed reflects the necessity to
reconcile different :-ontinents, countries and cities with significant
variations in the diversity and scale of data collected dependant on the
date ac which the study was undertaken. The most appropriate solution to
this problem is to order the studies by the date at which published but
within continents and then countries, as referenced in the index.




KENYA: Country Study

Employment, Incomes and Equality. A Strategy for Increasing Productive

Employment in Kenya. (Geneva; ILO 1972)

This seminal ILO Report, with identification of the informal sector as
capable of autonomous growth, promoted a new policy perspective on
employment:

'We identify the main problem as cne of employment rather than
unemployment. By this we mean that in addition to peorle who are
not earning incomes at all, there is another - and in Kenya more
numerous - group whom we call the "working poor".' (ILO, 1972, 9).

In focussing attention on the problem of the 'working poor', most of whom
survived ii: the infcrmal sector, the Report emphasised ‘opportunities for
earning a ro~sonable income' (7) rather than job creation. By defining the
informal sector as a labour market with productive capacity, it identified
it as a potential source of employment through which redistributive goals
aimed at poverty alleviation might be achieved. As the Report which set
the guidelines for many of the later studies it set out the defining
characteristics of the informal sector, and outlined a supportive policy
strategy to encourage informal sector development, relying on increasing
the links between the formal and informal sectors. This country level case
study was set in the ccntext of the limited absorptive capacity in the
Kenyan formal wage sector, seen in terms of the shortfall of wage
employment growth rate of 1.9% since 1964 (7) as compared to population
growth rates of Kenya of 3.3% (7).

Definition of the Informal Sector

The Kenya Report recognised the necessity of defining the informal sector
with reference to the empirical experience of a particular country's

setting. As such it relied on defining the informel sector according to
the seven characteristics outlined in the foregoing introductory section.

Sampling Base and Measurement

The data base for informal sector information for this study was derived
from household census data from the 1966 Census of Services and the 1966
Census of Distribution; statistical data from the annual enumeration of
employees and statistical abstracts. As sucn the sampling measurement of
the informal sector relied on a residual calculation.

Size of the Informal Sector

(A)  Urban

Employment in the informal sector of Nairobi, in 1969, was estimated at
32,000 persons; (of which four-fifths were assumed to be African males)
and therefore estimated to provide 20% of the income earning
opportunities in Nairobi (54). In comparison, the informal sector in
Mombasa was presumed to provide 35% of inccme earnings opportunities as
against over 50% in smaller *towns such as Malindi and Nanyuki (54).

(B) Epral

Table 1.1 below indicates the size of the rural informal sector as presented
in the categories of self-employed, and family workers, by sex and aqge,




in non-agricultural rurezl enterprises (1969) (37). O0f a total of 106,000
employed in these combined categories, 68,000 were self-employed and
58,000 family owners.

Table 1.1

Self-employed and family workers by sex and age in small non-agricultura!
rural enterprises, 1969

(Thousands)
Category of workers Mea Women Juniors Total
Self-emploved G3 4 1 68
Family workers 9 15 14 38

72 19 15 106

Source: Ministry of Finance and Planning: Survey of non-agricudsural rural enterprises, 1969 (unpubli shed).

(Source ILO, 1972, 37)

Table 1.2

Self-employment and wage employment in the various branches of commerce
and services : ratios and annusl rates of change, 1968-70

(Percentages)
Secior Ratio of self-employment to Average annual percentage
wage ernplovment raie of change
1968 1969 1970 Wage Self-
employment employment
Commerce 213 30.7 453 + 0.05 + 46.0
Wholesale 6.6 8.6 9.7 - 30 + 11.5
Retail 723 108.9 177.6 - 3.5 + 51.0
Dealers in motor vehicles and
machinery ! 3.6 38 3.5 + 6.7 + 5.1
Services 1.6 1.8 1.8 + 47 + 99
Administrative — — — + 9.0 —_
Social 0.5 0.7 0.5 + 2.8 + 09
Technical and legal 47 - 5.7 5.4 + 9.6 + 17.9
Recreational 388 34 32 + 5.9 — 385
Domestic, laundry, personal 38 49 6.0 + 2.1 + 288

! Motor vehicle dealers and non-electrical and electrical machinery and appliance dealers. Fims that sell any
other commodities and have both wholesale and retail sales are classified a3 either wholcsalers or retailers according
to whichever of the two ac.ivities appears to be the more prominent oo the basis of sales,

Bource: Aasual enwmerision of employees.

(Source 1972, 484)

Ratios and annual rates of change of self-employment and wage employment
in branches of commerce and services 1968-70 are presented in table 1.2
above. The data shows a favourable increase in the ratio of self-
employmenc assumedly representing informal sector employment particularly
in retail trade and miscellanecus services, The rationale given for this
trend as stated in the Kenya study was:
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'One may arque that in Kenya changes in self-employment are not
affected by the growth of wage employment. To the extent that the
hold of the extended family is strong, there may well be an
institutional preference for self-emplcyment.' (Qur emphasis, 483)

However, the study states that this is uncertain since this increase
could also be attributed to policy measures by the Government.

Capital Intensity and Output

Capital intensity in the distribution sector by scale of operatiion is
presented in table 1.3. It illustrates the greater labour intensity in
smaller firms, reflecting the characteristics of informal sectnr firms.
Taking capital ratios and value added as indicators of economic
efficiency, this report suggests that:

'in Kenya the larger firms engaged in distribution (which can be
assumed to cover the large supermarkets and wholesale establishments)
are not necessarily the most efficient® (140)

Table 1.3

Capita! intensity in the distribution sector, by scale of operation, 1968

Sire of esiablishment Average ratio  Average ralio  Average Value added Labour cost
(No. of workers) of fixed capital of stock to amount of per worker per worker
to valuc added value added fixed capital (£) £)
per worker
(£)
04 0.18 0.41 258 1417 568
5-9 0.62 1.31 534 867
10-14 0.59 1.08 233 398 331
15-19 0.45 0.96 352 781 385
20-29 0.39 1.69 534 1374 767
30-19 1.25 233 1235 992 640
4049 1.12 214 1267 1128 824
50-99 1.16 202 1174 1007 541
100 and over 0.90 1.20 1110 123C 867
All sizes 0.58 1.12 644 1108 6G)

Source: Migistry of Finance and Plauning: Census of distribution, 1948 (unpublished).

(Source ILO, 1972, 139)

Table 1.4

Self-employment and wage employment in commerce and services, 1966

Sector Eamings per Labour income Ratio of self-  Share of labour Ratio of esmn-
employee per self- employed income in ings from wage
() employed persons (o total earnings  employment to
person ? wage labour {per ceot) those from
£) (per cent) selfemployment
Commerce 430 1400 230 42.8 0.36
Wholesale 490 2670 11.8 38.8 0.18
Retail 260 690 54.7 58.7 0.37
Services 320 1400 9.5 29.7 0.23
Social 290 2670 35 230 0.10
Business 610 2 850 11.2 33.2 0.21
Recreational 260 1220 6.7 22.7 01
Personal 250 840 15.6 344 0.30

' Labour income from sell-employment is estimated on the assumption that It is 83 per cat of net profits for
commerce and 90 per cent of net profita for services. These sre very rough estimates.

Sovroea: Census of services, 1966, and Ceasus of disiributlon, 1966 (unpublished).

(Source 1LO, 1972, 485)
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Comparative Earnings

Table 1.4 above provides a comparison of earnings of self-employed and
wage-earners in terms of earnings per employee, the labour-income of the
self-employed, shares of labour income in total earnings and a ratio of
earnings from self-employed wage labourers. As presented here, labour
income per self-employed person is higher than average wage earnings per
employee, indicating a distinction between these two working categories.

Table 1.5

Selt-employment and wage employmenti in retailing, 1966

Branch of retailing Labour cost Labour incorse  Shar: of Labour Ratio of sclf-
per employee  per self- income in empioyed
{£) employed tola) carmings  persons to
person } (per cent) wage carnen
(£) (per cent)
Food, drink and tobacco 220 440 59.3 72.6
il and petrol 200 1 060 36.0 10.4
Textiles and clothing 300 720 67.8 88.3
Hardware, building materials and
timber 280 1620 61.8 28.5
Pharmaceuticals and photography 600 3400 17.2 3.6
General retailing 220 820 69.3 60.2
Other 330 1020 5e.1 4.8

! Labour income from self-employment s derived from pet profit by assuming that it is 83 per cent of total pet
profits in each retail industry.

Source: Ministry of Finance and Planning : Ceasws of distribution, [966.

(Source ILO, 1972, 486)

Table 1.5 shows the breakdown between self-employment and wage employment
in retailing (1966, Kenya). These categories are not, however,
necessarily exclusive to the informal sector. As the Report states:

'‘Under Kenyan conditions, a wide disparity in these earnings and the
relatively larger labour incomes from self-employment in services

may partly reflect serious market imperfections and restrictions to
self-employment tnrough rigid licensing practices and similar
statutory regulations. The higher earnings in self-employment than
in wage-earning jobs would in principle reflect a limited capacity of
the services sector to absorb additional labour in self-employment if
the existing restrictions continue.' (486)

Sectoral Earnings

Although no comprehensive breakdown estimates were given for earnings within
the informal sector, the study provided estimates of informal sector
contributions to the building and construction industry, assuming an
informal sector definition of 'self-help' housing. The contribution of
self-help schemes by private capital formation was estimated at £2 million
annually from 1967-70. The share of traditionaily constructed dwellings
amounted to 31% of the residential construction in total construction
investment and 26% to non-residential building, as well as 43% for
construction and works (mainly civil engineering). (473)
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Sexual Divisions in the Informal Sector

Estimated 2frican employment in Nairobi (1969) by sex shows that
female participation in the informal sector is higher thar male

participation, with the reverse found in the formal sector (see

appendix 3).

Table 1.6

Proponion of unemployed persons and of the working poor in the aduht
populstion of Nairobi, by sex gnd household status, 1970

(Percentages)
Males Ferraes
Heads All members Heads All members
of housebold of bousehold: of household of bousehold
Unemployed ? 4.9 10.0 10.8 28
Working poor 13.8 ) 136 40.7 31.8
Unemployed ! persons and
working poor jointly 18.7 23.6 51.5 54.6

* Unemployed persons are those with 2¢ro incomes who are arrking work.
Source: tables 15 and 2].

(Source ILO, 1972, 64)

Alternative information is shown in table 1.6 which provides comparative
figures of the unemployed and the 'working poor' according to sex and
household status in Nairobi, 1970.

Using household heads earning less than the minimum wage (200 shillings
per month) as a measure of the size of the ‘working poor', it indicated
the disproportionate figures for female as against male household heads
(see appendix 4). The Report concluded that:

'By our definition just over 20% of adult males and just over 50% of
females working or unemployed are atfected by the urban unemployment
problem in Nairobi. These are not unemployment rates, nor are they
unemployment equivalents; they measure the proportion of the
population lacking the opportunity of earning a reasonable minimum
income - a concept more relevant in Kenya than the unemployment rate'.

(63)

Additional Information

The limited provision of formal education described either by the receipt
of formal qualifications and/or enrolment is shown in appendix 5.

Some indication of the factors facilitating immigrants' ease of entry into
the urban informal sector is provided in the informationary methods used
by male immigrants in eight individual towns for obtaining their first job,
which shows a high reliance on personal relationships (through friends or
relatives). (See appendix 6)

Linkages

There is little evidence presented on informal-formal sector linkages.
3rief examples include product substitution as seen in the market
competition of matatutus taxis with public transport and the perceived
linkage <ffects between the formal sector and an indigenous capital goods
industry (505), whether in the rural agricultural sector or urban sector.




Flaws in Definition

The most obvious limitation arises from the study's use of empirically
based characteristics to define the informal sector, which results in
problems of transferrability to ocher empirical settings. This
descriptive conceptualisation of the informal sector, furthermore, did not
provide an overational definition with wvhich to distinguish between the
informal sector labour force, enterprise or the activities engaged in by
these enterprises.

Conclusion

The main contribution of this Report is in its policy recommendations to
the informal sector - which are outside the scope of this paper The
marked lack of available data on the informal sector regarding employment,
incomes and equality as anticipated from the title of this report in
itself showed clearly the problems of statistical documentation of
informal sector data.
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KENYA: NAIROBI

'Nairobi's Informal Economic Sector' by Tara Chana and Hunter Morrison

(Ekistics, August 1975, no 257, 120-130)

This article gives a descriptive account of informal sector manufacturing
enterprises at the city level, relying cn data collected at the
residential level. Sharing common ground (on the more limited city
specific level) with the seminal yet empirically limited Kenya mission
report, this study attempts to provide some measures of description of
the earnings of informal sector irtisanal productive sector workers,

and capital concumption within various categories of informal se ctor
enterprises, in order to provide information of the costs involved in
these activities.

Pefinitior.

This study conveniently draws its definition from the ILO Kenya misszion
(ILO 1972). The informal sector is thus described 'as a holding ground

for people awaiting entry into the formal sector, than as a distinct and
potentially viable csector' (122). On a more specific level it points to
the following characteristics: 'low capital requirements, rudimentary
skills, and a limited range of products and markets (which) allow the job
seeker easier access to work ... ' (122) Competitive markets are therefore
marked as a distinctive characteristic of the informal sector (130), while
illegal activities are also counted as informal sector activities.

Sampling Base and Measurement

The sampling base comprised 2500-3000 firms identified in the overview
scanning survey and 52 in the smaller sample of manufacturing firms,
covering a range of tinsmithing, carpentry, cobbler and other activities.
The Nairoki study therefore incorporated a two-stage sampling technique.
This included a preliminary scanning survey of firms in four
neighbourhoods in Nairobi (Eastlands/Eastleigh, the industrial area and
Nairobi river area (123) by means of aerial photography, as well as a
smaller in-depth cross-section survey of small industries in the above
areas. This sampling technique, however, assumed that the informal
sector was visible and therefore was prone to error. For instance, mobile
activities which are either conveniently or deliberately inobstrusive for
legality's sake, or concentrated during certain periods of the day (eg,
prostitution, gambling, etc) are missed. Other mobile activities present
problems in underestimation or doublecounting by virtue cf definition and
the insuitability of fixed location measurement techniques such as
household surveys or enterprise surveys to their measurement.

Size/Sectorai Composition

The study Juotes the ILO mission figures estimating employment in the
informal sector at 32,000 people with an absorption of some 20% of total
urban employment (1969). Following from the selective criteria of the
study's informal sector definition, it identified particular activities
within the manufacturing, trade distribution, service and construction
sectors, describing the distribution of activity according to the number of
enterprises engaged in such work. In the order of frequency of activities
represented, it identified the following: in the distribution sector, 1200
firms in retailing (general merchandise, food preparation, or boun); 680
firms in small-scale restauranteering; in the transport sector 400 pirate
taxis; 290 service activities in personai service and repair;
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285 light manufacturing firms (tinsmiths, carpenters, ccbblers, mattress
makers, tailors) an unenumerated portion 1in construction activity,
including self-help squatter housing or ccnstruction firms of landholding
companies of several hundred members.

Enterprise Data

Several reasons for starting an enterprise were given as shown in table
2.1, below, which indicates the degree of variation between different
occupations as seen here. Thus:

'A lower than average proportion of carpenters start an informal
sector venture because they are unemployed or want a better job,
while a larger than average proportion begin because they have had
previous experience and find entry easy, or they have fathers with
similar experience'. (126)

Table 2.1

fesrons tor slarhing enterprise

Geoug kersrcag o slarling {1n percenlages)
{rumber;
Ease ©f Previous Beller. No
un eniry ' ezperi.  ment’ aher-  Fathers
employed inleres’ ence protilable naliv> work
Tinsmuths (20) 20 % 107 179 208 143
Carpenters (18} 28 & ns 215 143 14
Cobblers (7) 143 143 143 14 298 143
Maliress makers
ang 1ariors (1) 66 4 332
Al groups [52) 24 17 146 16 1 [
(126)

Captial Usage

As sceen in table 2.2 below, the level of capital usage in the sample of
enterprises was low. The capital demands of different activities as in
the use of tools, etc, did, however, vary. So while low levels of capital
investment were reported, averaging US$ 10 or less, carpeunters, however,
appeared as an exception due to the higher capital demands of their craft.
(126)

Table 2.2

Cos! of tools

Group (numbar) Cosi of 1oois (USS) in percentages

1.10 1.20 214 NO snswer
Tinsmitns (20) 572 FAR N
Carpenters (14) 71 208 6a 2
Corolers (1) 143 7214 141
Waliress mahers
ong tailors () 332 33 NI
Al groups (82) 36 2% 20 15

(Source Chana and Morrison, 1975, 126)




A comparison of cost of tools, initial capital and shelter (see tables 2.3
and 2.4 below) indicates that tools constitute the major cost, with the
average total investment for tools fcr all firms at US$15. By comparison,
the average expenditure on shelter is $7 and that on laad 3$0.70 per month
(127). The range of shelter investment is, however, frcm US$0 to 40.
Reportedly, 'The shelter type most commonlv used is of the "squatter market
variety - a small structure of cardboard, tin or wood on a light frame of
eucalyptus poles. It is easlily erected, easily dismantled, and expensive'.
Of the sample, 64% of the entrevreneurs build this structure, 19% use a worl.
area and no shelter, and only 13% built a 'substantial, enclosed workroom/
store or dwelling unit on their plot' (127). Enterprise plots average 15
square meters, but there is considerable range in size from 3 to 3C square
meters (see appendix 7).

Table 2.3

Initial capital

Group (number) nitial slarting funds (US$) m percentages

110 11.20 21-40 ar+ NG Bnswer
Tingmatng (28) 750 107 1007? 36
Carpenters {14) 358 143 357 71 T
Cobadiers (7} 286 145 214 14 3
Matives: maners
anc 18:t07s {3} 6 6 332
Al grouPs i52) 86 12 16 10 .

{(Source Chana and Morrison, 1975, 126)

Table 2.4

Cos! of shelter

Group (Pumber) Cost of shelier (USS ) in Percentages
] 1-10 17.20 271-40 WMo answer

Tinsmilhs (28) 393 e 72 7.2 107
Cerprnters (14) 430 357 71 71 71
Cobblers {7) 14 143 71 1 571
Motiress Mmakers

onc 18108 {I) 33 332 3313
Al groups (521 34 3 L3 1c 17

(Source Chana and Morrison, 1375, 127)
Materials

Materials used for production varied. A combinacion of used/waste materials
with or without new materials were used by 77% of enterprises, while 56% used
new materials either exclusively or in combination (128). With such variety
in materials used, the cost structures for materials (unreported for these
sources) no doubt varied.




Labour Structure

Labour usage in the informal sector was limited, since only 43% of the firms
had employees, apprentices or partners, and even then, only generally
employing not more than 2 additional employees (see table 2.5 below). 53%
of the firms were coumpr_sed of entrepreneurs in this self-employed category,
with no other help. O0f the firms with employees, 17% employed part-time
helpers, 13% employed full-time help, 10% apprentices, and 6% partners (218).

Takble 2.5

Type of employment

Group (numbder) Type of employment

[ 14 Pari-lime  Fyll-hime Pariner Apprenlice
Tinseniths (28} (2N ] 107 17 107
Corpenierg[14) FAN ] 357 142 143 143
Cobblers {7) 887 14
Matiress makeors
ond tailors (J) [ 1% ] 13
Ali groups (52) L 34 17 14 [ 1m0

{(Source Chana and Morrison, 1975, 128)

Profile of Entrepreneurs: Age, Migrant Status and Training

The mean age of the sampled enterpreneurs in manufacturing was given as 27
years, though the range of ertrepreneu.s varied from 15 to 50 years (see
appendix A@). Migrants to Nairobi were in the majority, representing some
94% of the sample (124). The average length of stay in the city was given
in the study as 7.6 years, though as stated in the s‘udy, this is :ot
indicative of the higher degree of migration occurring immediately after
independence and during 1967 and 1970 (124). Details of length of stay
according to entrepreneurs as a basis of distinguishing the migrational
patterns of entrepreneurs,are provided in appendix 8. Carpenters and tin-
smiths overall displayed a more constant pattern of migration, unlike the
erratic pattern of cobblers (124-125).

Some 96% of the sampled entrepreneurs had no more than a primary

school eduvcation; of these, 12% had no education. None of the
entrepreneurs had vocational or polytechnic school training, but this was
not necessarily representative of the absence of formal training as defined
in the study. (125)

Fifty per cent of the carpenters interviewed had formal training of crafts
skills by comparison with 25% of the tinsmiths and 14% of the cobblers
interviewed. (125) The vast majority of the latter professions, 85% of
tinsmiths and 71% of cobblers, learnt their craft by asking friends or
throuyh observation. The study also point=d out that the management skills
were also acquired in this manner. (125).

Egrnings

The average monthly wage in the 'multimember' enterprises was US$14 ana 303
less than the then naticnal minimum wage of US$20 per month (at the time of
the survey). (128). Eighty per cent were paid the minimum wage or less, 30%
more than the minimum waqge and 6.9% considered apprentices were paid nothing.
(128)  The time interval for waqges payment, reflective of‘the requla-ity of
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employment, varied from daily, piece wages to weekly wages. (19%)

Linkages and Product Markets

Most goods produced by these enterprises were for consumer markets. The
product lines were, meanwhile, fairly similar. For example, 75% of tin-
smiths produced jikos (or small brasses) and 50% manufactured water
containers; 78% of the carpenters specialised in chairs and cupboards and
71% tables. (128) The price ranges of these firms' products are seen in
table 2.6 below. Although market competition facing these firms varied,
the limited price range, common to those firms offering 'a limited and
comnonplace range of goods and services" (129}, indicated a fairly
competitive market amongst these enterprises. As indicated in the study,
85% of the informal sector firms retailed some or all of tneir goods, and
54% wholesaled some or all of their goods. While 96% retailed wichin
Nairobi, 31% marketed outside the city (adjacent and nearby rural districts)

(129)
Table 2.6
Producis
Mos! expens:ve Hem Mos! commc - '
Tinsmithe Walgr drums Jihos
@ s3so @ sostic 8100
Corpeniers Werdrobe Cupboards
@ s3sc0 @ 56001083000
Chaus
@ s1.00t0 8300
Cobblers $hoes Shoes

(@ ss o0 @ s1001% 85 00

(Source: Channa and Morrison, 1975, 129)
According ta the subjective appraisal of sampled entrepreneurs, the prospects
for expansion as represented in 'the outlook and future plans' of

entrepreneurs were relatively optimistic (see appendix 8k)) .

Flaws in Definition

The size criterion for distinguishing informal sector enterprises was left
unstated in the study. Self-help horsing activity included as an informal
sector activity is also best construed as an income-consuming, rather than

an income producing activity. A notable distinction made in the outline
classification of informal sectcr activity is that made between building
construction and building materials sectors of the construction sector,

although income earning participants in the building sector were misrepresented.

Concluding Remarks

The study deduces thit the informal sector is an unviable economic sector, as
such only worthwhile as a temporary substitute for formal sector employment:

'Nairobi's informal sector serves principally as a holding ground or
staging ground for young job seekers who have come to the city from

nearby rural areas in search of formal sector employment ...°' however, the
'informal sector, then is less a distinct and potentially viable eco.cmic
unity, than it is a by-product of the present development process in
Kenya'. (130)




The informal sector is described as displaying no liakages with the formal
sector, primarily since the nature of activities covered are artisanal and
geared towards consumer markets. However, these conclusions are reached
through a selective and unrepresentative look at Nairobi's informal sector.
Although the study makes convenient use of the Kenya Mission's definition
of the informal sector, with data collected in the same city, it fails to
reach the same conclusions concerning the productive potential of the
informal sector in Nairobi.




IVORY COAST: ABIDJAN

'Abidjan. Urban Development and Employment in the lvoryv Coast'

By H Joshi, H Lubell and J Mouly. (ILO: 1976)

The Abidjan case study surveys the employment problem of that city, in the
context of a dynamic eccnomy faced with problems of labour absorption of an
expanding migrant population. Included in the data provided are size
estimates of the informal sector by labour participation for the Ivory Coast
and Abidjan, size estimates of the informal sector enterprises by branch and
sub-branch for Abidjan and Bovake. The major proportion of the data provided
in this study is therefore at the city level.

Definition

As the Abidjan case study proposes: 'the informal sector can be defined not by
reference to the nature of an activity itself, but Ly the conditions in which
the activity is carried on'. (51) As a complement to the seven main
characteristics of the informal sector originally outlined by the ILO (1872),
the study pronosed the use of additional criteria, originally formulated by
the Office de la Recherche Scientifique at Technique Outremer for its 1969
survey of Bcuake's crafts and traditional services activities. These five
criteria were:

a) the receipts of the enterprise do not exceed Fr CFA 100,000 a month;
b) the eguipment used is rudimentary;

¢) the enterprise employs not more than two workers;

d) labour productivity is low;

e) the entrepreneur is not actively seeking more customers.

It should be noted, however, that this definition departs from the size
criteria of the ILO definition inclusive of under ten workers, but this
diversion seems only to apply specifically to the Bouake data. Otherwise,
the study in the main drew on ease of entry, family enterprise, competitive
and unregulated markets as defining characteristics, with the additional
statement of the 'abundant supply of labour consisting of workers who
ordinarily have not received vocational training in specialised institutions’'.
(59)
Sampling Base and Measurement

No specific note of the sampling methodology of the different data sources
were made in this study. The data was drawn from a number of government
surveys, some of which are referenced in the tables.

Sectoral Composition

The study estimates the size of the informal sector, as a residual

both for the Ivory Coast and Abidjan, its capital city. At the country level,
the size of the informal sector is estimated at almost 90% (1,703,300 in 1965;
1,925,440 in 1970) (See appendix 3). The size of the informal sector of
Abidjan was calculated as 28% in 1965, and 31% in 1970, of the urban labour
force, as table 3.1 shows.
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Table 3.1

Employment in Abidjan by sector—informal, formal. primary. secondary, tertiary
—1965 and 1970

(percentages)

Sectors Informal Formal Both
1965:

Primary 19 20 39
Secondary 78 243 321
Tertary 184 456 64.0
All three 28.1 71.9 100.0
1970

Primary 19 20 19
Secondary 98 248 316
Teruary 19.0 425 61.5
All three 30.7 €9.3 100.0

(Source: ILO, 1976, 8)

The breakdown of the informal sector labour force into self-employed and
family workers, and wageworkers, shows that in general the former category
contributes relatively more significantly to the informal sector labour force
for Abidjan and for the Ivory Coast as a whole (with the exception of the
tertiary sector at the country level).

Calculating the informal sector as a residual category, the study gives a
breakdown of informal sector workers into sectors of activity, according

to ISIC categories. At this level, it distinguishes the rural informal

sector as a primarily agricultural branch (comprised mainly of subsistence
farms and small holdings) comprising 97% of employment acti-ities. (82). By
contrast, the study identifies industry (manufacturing, handicrafts, and
utilities) and construction as major areas of urban informal sector labour,
employing 61% and 60% of the labour force of these sectnrs respectively (82-83).
For both the Ivory Coast and Abidjan, the tertiary sector was identified as a
major informal sector employment source. (1970 data).

Informal sector workers in secondary activities in Abidjan (1970) comprised
a total of 15,000 persors, distributed as follows: 4,000 in textiles and
clothing; 2,900 in construction; 2,300 in vehicle repair; 1,900 in
woodworking (see appendix 10). Corresponding size estimates of branch and
sub-branch activity data according to numbers of informal sector enterprises
in Bouake (1969) confirms the dominance of the textile industry in the
manufacturing sector with a total of 1,010 out of a total of 1,927
manufacturing enterprises; it also indicates that transport and associated
activities are a dominant employment source in the tertiary sector, with 668
out of a total of 1,200 enterprises; it reveals the dominance of certain
sub-branch activities such as tailoring and weaving in the textile industry
{with 513 and 440 enterprises respectively).

Output and Productivity Measures

b the concluson drawn from the output data on value added per worker for the
Ivory Coast in the formal against informal sector (1970), the study states
that: 'Productivity per worker is considerably lower in the informal than in
the formal sector' (56). The primary reason given to explain this is the
high Jlevels of capital employed in the formal sector. As presented in the




data, in table 3.2 the discrepancy between informal sector and formal
sector productivity levels is large for the trade and commerce category
where the informal sector measures favourably at 61% of formal sector
productivity.

Table 3.2

Va'ue added per wo-ker ir. the informal and formal sectors o the economy. by
branch of economic activity, tvory Coast, 1970

(thousands of Fr. CFA)

Sector and branch Informal Formal Comb:ned Ratio
sector secior (h— (D
1 ) (&)} 4
Primary 5316 430.9 653 0.12
Foods crops, livestock, hunting 179.4 555.6 180.2 0.3z
Industrial and export crops 299 268.4 6.3 011
Forestry . 479.3 564.C .
Fisheries 112.5 668.] 2293  0.17
Secondary 137.0 6031 3179 023
Mining . 575.4 575.4 .
Grain processing 382.6 402 .4 391.5 095
Food processing industries 165.5 82].9 440.1 0.20
Beverages and ice . 880.6 88(.6 .
Edible oils and fats 120.4 888.9 496.2 0.14
Other food and tobacco . 14647 14647 .
Texiiles, clothing 122.1 847.2 2532 0.14
Leather and foorwear 210.2 791.9 446.7 0.27
Wood and wood products 78.8 334.1 2017  0.24
Petroleum refining 5326, 53261
Chemicals 6924 692.4
Rubber 826.9 826.9
Building materials and gla:s 11113 11113
Meital working . 840.0 840.0 .
Vehicle assembly and repair 199.7 10658 527.2  0.19
Other mechanical and elecirical industries 77.1 726.6 186.1 0.11
Misccllaneous industries 361.5 699.1 4366 052
Electriciiy, gas and water . 27705 277G.5 .
Construction and public works 116.9 42].7 2397 0.2%8
Tertiary 559.8 10413 874.1 0.54
Transport and communications 250.1 10449 602.2 024
Housing, other scrvices 556.¢ 31176.2 13077 0.18
Trade and commerce 11295 18768 15456 0.6]
Public and private administratior. 817.1 817.1
Financial institutions 14277 14277
Domestic service 147.5 147.5
All sectors combined 733 763.8 1533 0.10

Source: L image base 1970: L'emploi, op. cit., pp. 136, 138, 140.

(Source: ILO, 1976. 57)

Table 3.3 compares output and employment in the construction industry in
the Ivory Coast in 1971 as a source of estimating direct employment effects
of the construction industry. This data taken from national accounting
figures of the construction branch in 1970 prices shows that in the informal

sector 'material inputs absorbed 63%

of value of output and value added the




remaining 37%; while output per person employed came to only Fr CFA 315,000'.
(71) This is compared to an absorption of 52% of material inputs for the
vaitue of output and 48% value added, 26% of which accounted for wages ard
salaries in the formal sector (71). With regards to the informal
construction sector, the study describes it as a source of minimum indirect
employment effects, materials absorbing a greater amount of costs than

labour costs (see appendix 11 for proportion of material and labour costs).

Table 3.3

Output and employment in the construction industry 1z the Ivory Coast, 1971

Item Sector Total

Forma! Iofornal

1. Value of output and value added
(Fr. CFA millions):

Value of ouiput! 37 000 19 614 56 614
Material inputs 19 290 12339 31629
Value adde2 * 17 710 7275 24985
of which: Wages and salaries 9 819 3490 13309
2. Value of output and value added (°,):
Value of output ! 100.0 10C.0 100.0
Matenial inputs 52 62.9 559
Value added * 479 37.1 441
of which: Wages and salaries 26.5 17.9 235

3. Persons emploved (number):

Sclf-emploved and family workers — 54230 54 230
Wage earners 42 000 & 000 50 000
Total 42 000 62230 104 230

4. Value of output per person employed
(Fr. CFA) 880 950 315185 543 164

5. Man-years of employment
per Fr. CFA 1 million
of output (number)
(1 million divided by line (4)) 1.135 3173 1.84]

' At market prices. 1At factor cost.

Sou-ces: L image-base 1970 < L emploi. op. cit,, pp. 28. 29, 217, 221, and Minsiere du Plan: Les comptes de la
nanion, 1970 (Abidjan, 1972). p. 23-0% as correcied.

(Source: ILO, 1976, 72)

Earnings

Income data is shown by comparing annual minimum wages for unskilled
labourers and the lowest category of workers, as well as the lowest category
of clerical workers. (Fr CFA 121,236 and Fr CFA 157,512 respectively) to
average values added per worker in various branches of the informal sector.
The study states that:

'These income levels are not higher, on the whole, than average value
added per worker in the various branches of the informal sector', (58)

Problems in Data

Several problems arise in the data: firstly, estimates on the informal sector
are, as admitted in the study, unreliable and therefore only tentative; the
d=finition of the informal sector led to the exclusion of important branches
within it; furthermore, the data's measurement indicators lack methodological
rigour. For example, they do not explain the particular factor costs which
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are accounted for in the value added costs or in the value of precducts as
secondary, informative data. 1In the first case, details of other factor

cost breakdowns such as capital in the construction sector would ba useful.
Moreover, the output data on secondary and tertiary activities for the 1Ivory
Coast are assumedly ‘urban', but the Abidjan study does not give a picture of
the specific contribution of Abidjan informal sector industries.

In the data available, no inaication of the capital labour ratios is given to
complement the analysis of the output data. The operational usage of easy
entry was contradicted by the study's findings of ethnically defined sectors
such as in trade or crafts. Constraints on the development of the informal
sector and information on formal/informal sector linkages ware ahsent. On

the whole, the data as presented is inconsistent with the defined ceographical
area of coverage, providing information on the country and other urban areas
at the country and town/city level (Bouake for example) as a substitute ior
rather than a complement to substantive data on Abidjan itself.

Concluding khcmarks

While containing data on the informal sector of Abidjan (size estimates by
labour force size and number of enterprises; output and income data), the
guality and quantity of actual data piesented has serious problems. Estimates
of the informal sector, as admitted in the study, were unreliable and

therefore only tentative measures due both to problems encountered in the
definition of the informal sector and arising from its secondary data sources.
For these reasons, conclusions as to the lower productivity and earnings levels
in the informal sector remain only tentative.
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GHANA: COUNTRY STUDY

'Small Scale Employment and Production in Developing Countries:

Evidence from Ghara', b, William F Steel (Praeger, New York, London, 1977

This country level study of Ghana examines the output and employment potential
of the labour-intensive small-scale and intermediate sectors, as well as
testing out tne relationship bet#een location and small scale as against
intermediate scale enterprise development. Tt provides comparative urban
employment data for small and intermediate-sized enterprises, according to the
numbers of workers employed utilising the international standard of industrial
categories (ISIC), sectoral and branch classification in manufacturing
activity. Data on employment output linkages, capital-labour substitution
provides the basis for examining the growth potential in branches of industry.
Within this framework of discussion, the informal sector is treated as the low
productivity end of small scale enterprises.

Definition

Steel's definition of the informal sector is based on the technological-
economic characteristics of the enterprise. He utilises size (under 10
workers per enterprise) and labour market criteria (unregulated as against
‘institutional' unionised labour) as the basis for distinguishing the informal
sector from what he terms the 'intermediate' sector. Both are subject to the
same unregulated market conditions, but the informal sector has specific
characteristics. As identified by the author, these include:

‘Labour in activities (legal and illegal; usually trade and services)
that involve little or no fixed capital or formal business organisation;
underproductive, in that additional workers add little or nothing to the
value of output (zero marginal product) but simply share in existing
sectoral income. Self-employed or assisted by family members, with no
wage labor. Example: 20 cloth sellers in the same marketplace'.

(Steel, 1977, 11)
The summary characteristics of the informal sector as compared to the
'‘modern’', 'intermediate', and unemployed sectors of the urban labour
force are presented in table 4.1 below.

Table 4.1
Characteristics of Four Urban Labor Force Categories

Wage Size, Techmwlog ,
Category Determination Productivity e mplovment Capital Organization
Modern Institutional: High AP Wage labor Capital- Large
Minimum wage High MP imensive  Modern techniques
= MP thighy Incorporated
Inmermediate Market- Moderate AP Wage labor Somme fixed Small
Wage - MP Low MP Apprentice assels but Inmcrmediate
(low) Family relatively technologd
Self-emploved labor- Fixed place of
intensive husiness
Informal Market: Low AP Self-emploved No fixed Very small
Wage - AP MP: 0 Family capital; Simple or tradi-
low) highl tional techn:ques
tabng - No forma) business
intensive orgamzation
Unemploved No earned Nil Seeking a job None None
income tpresumahlt
in mndern

seclor:

AP = Average productivity (total output per worker).

MP = Marginal productivity (additional output as a result of
adding a worker).

Source: Steel and Takagi 1976.
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(Source: Steel, 197, 11)

The 'modern' sector is depicted as a capital-intensive®, high labour-
productivity sector, subject to unionisation and minimum-wage legislation.

The 'intermediate' sector comprises that part of the labour-intensive, small-
scale sector with 10-29 workers per enterprise, characterised by relative
capital utilisation, and the use of non-family as well as family and self-
employed labour.® Steel's definition cf the non-modern sectors {combined small
and intermediate-scale sectors) therefcre corresponds closely to what is
generally called in totality the informal sector, in so far as it is labour
intensive, and subject to low-capital organisation of production and
distribution.

Samnle Base and Techniques Measurement

In this study, the estvimated size of the informal sector was derived from a
residual calculated between census and recorded employment data for comb.~ <3
informal and intermediate sectors. (The informal sector was then isolated,
assumedly by definition, according to its 'unproductive' nature). However,
'‘informal manufacturing, by the definition used in this study, would be
confined primarily to production in the home for consumption there ...' and
was therefore considered an unimportant category in this sector. (57)

Country-wide data on size characteristics of small and large scale manufacturing
were derived from the 1963 Area Sample Survey of Small Manufacturing
Establishments, the 1962-64 Industrial Statistics, and the 1973 Survey of

Small Scale Enterprises selected in the 3 urpan areas of Aburi, Nsawam and
Accra, and intended to represent small, intermediate and large city-size
categories. In the first two towns, a complete enumeration was undertaken,
while in Accra a 10% sample survey was undertaken in the census enumerated
areas.

Other general country data included the 1970 Population Census IV and the

1970 Labour Statistics. Data on women was derived from a combination of the
above plus Industrial Statisticus (57). The study also drew extencsively on the
Accra Manufacturing Survey 1973.

Size and Sectoral Composition

The size and sectoral composition of the intermediate and informal sector
category of employment in Ghana is provided in table 4.2 below, which shows that
90% of intermediate and informal employment is in agriculture, commerce and
manufacturing sectors. The commerce and manufacturing sectors alone comprise
73% of non-agricultural intermediate informal emplovment as compared to the
modern sector (57). The four largest employers of intermzdiate workers '(food,
wearing apparel, beverages and furniture) are also the industries heavily
dominated by small-scale employment (over 80% of workers in each industry).'(57)
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Table 4.2
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mercentage )
Skare of Tots! Workers Share of ¢ ategory Wormen a Share e
Sector in rclar . e interedliate ALEVIS 5| ntermediate Moadern Intrrmeetii*n 7ot N olern [ntrrmeis e
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(Source: Steel, 1977, 58)

The share of the intermediate and informal labour force participation is
extremely high in percentage terms (87.3%), dominating the primary industries,
commerce and manufacturing sectors and to a certain extent the services
sector. Thcse sectors of manufacturing dominated by the intermediate and

informal sectors are mainly food, wearing apparel, beverages, furniture and
textiles.

Women occupy a more dominant position in the informal and intermediate sectors
than in the modern sector. They comprise 64% of small scale manufacturing,

as against 7.2% in modern employment (an overall 50.3 as against 9.7% in the
modern sector).

Size and Distribution in Selected Towns

The size distribution of small-scale enterprises (including i rntermediate and
informal categories) by sector and sub-sector for Accra, Aburi and Nsawam are
provided in appendix 12, 13 and 14, which provide some estimates of the
employment potential - with sectoral distribution of small scale enterprises
into manufacturing; repairs; food, drink and lodging; services and sales
categories for these 3 towns. Correlation of the data is shown in table 4.3
below, which indicates a smaller overall informal sector size in Aburi as
compared to Accra, in terms of the employment potential of this sector.




Table 4.3

Distribation of Small-Scale Business and Employment
v Sector of Production and City Size, 1973 Survey

Small-Scale Businesses Small-Scale Employment
Se~tor Aburi Nsawam Accra Aburi Nsawam Accra

Number per 100 Nonagricultural Employment

Manufacturing 1.7 2.7 1.8 2.7 6.2 6.0
Repairs 0.5 0.5 0.4 0.6 2.5 2.1
- Food. drink,
lodging 1.0 1.5 1.0 1.9 2.8 2.4
Services 0.2 0.3 0.4 c.2 0.8 1.4
Sales 1.8 1.6 2.3 2.2 2.1 3.4
Total 5.1 6.6 5.9 7.5 14.4 15.2
Percentage of Total Small-Scale Sector
Manufacturing 32.5 41.2 31.0 36.1 43.3 39.4
Repairs 9.6 8.0 7.0 7.4 17.2 14.1
Food, drink.
lodging 19.3 22.2 16.8 25.4 19.4 15.6
Services 3.6 4.0 7.1 2.5 5.3 9.0
Sales 34.9 24.6 38.0 28.7 14.9 22.0
Total 100.0 100.0 100.0 100.¢ 10C¢.0 100.0

Note: Nonagricultural emplovment has been projected to 1973,
using 196(-70 growth rates, for comparison with survev data from
Aburi, Nsawam, and Accra.

(Source: Steel, 1977, 81)

The number of small scale enterprises relative to the population as illustrated
in table 4.3 shows that the number of small scale businesses per 100 people

was 5.1 for Aburi, 6.6 for Nsawam and 5.9 for Accra; and therefore increased
with the size of town. The extent tc which workers are absorbed into small

as against large scale enterprises is illustrated in appendix 15, which shows
that overall, small scale enterprises employ a significant share of the total
number of industrial workers in employment.

Labour Force Composition

A comparison of labour force structures within small scale enterprises by
increasing town size, illustrated in table 16 of the appendix, shows changes
within this structure with increasing town size. Thus, the self-emplcyed
account for a larger portion of small-scale labourers in Aburi, as against
Nsawam and Accra. This data alsc indicates a fairly significant proportion

of apprenticeship labour, particularly in Nsawam and Accra. All three cities
depend, to a greater or lesser degree, on a source of labour other than the
entrepreneur/cwner. For Aburi, this is family labour (21%), for Nsawam this
is apprenticed labour (32.8%), while for Accra it is wage workers (with 30.7%
full-time-wage workers).

Output, Productivity and Efficiency Indicators:




Qutput
Table 4.4
Camparison of Small-Seale and Large-Seale Manufacturing Characteristics by industry, 1963

Ch.racteristic Foe . and Textiles and Wood and Metal and Total All
and Sector Beverages Foutwear Furniture Machinery Miscellaneous Industries
Number of est:hlishmenta

Small-seals 3Q 414 3:,339 12,674 10, 109 8,444 103,982

l.arge-scale 27 11 68 14 56 176
Number of workers

Small-scale 6] aTo 537,357 23,822 16,806 13,062 184,027

IL.arge-scale 3.250 2,096 15,682 3,516 7.321 31,965
Value of output (1, 0Oy

Small-seale 2n, 352 13,878 6,867 3,209 4.i04 48 409

Large-scale 18 223 3,067 22,969 11.943 34 857 93. 055
Output per worker ()

Small-scale 295 242 288 171 272 263

- Large-seale 3,607 2,415 1,464 2,397 4,761 2,920
Percentages

Establishments

Small-geale 6.0 3.0 12.2 9.7 §.1 100.0

I.arge-scale 15.3 6.3 8.6 8.0 3i.8 1000
Workers

Small-aeale 37.5 31.2 12.9 10.2 8.2 100 0

Large-scale 10.2 6.6 49.2 11.¢C 23.0 1000
Output

Small-seale 42.0 28,7 14.2 6.6 8.5 100 o

Large-scale 19.6 5.4 24.7 12.9 37.5 1000

Note: "“mnall-scale” isa defined as firms with fewer than cen workers, "large-scale” as firms with 30 ar more.
Source: (;hona. Area Sample Survey of Small Manufacturing Establishments—1962: Industrial Statistics, 1962-64.

(Source: Steel, 1977, 62)

As shown in table 4.4, Steel calculated from data extracted from the 1963
- Ghana, Area Sample Survey of Small Manufacturing Establishments, that:

'‘Small-scale establishments employ six times as many workers as large-
scale firms, and produce more than half the value of output'. (62-63)

This data corroborates findings elsewhere, showing higher labour productivity
in large-scale firms, 'with the greatest divergence coming in food and
beverages (the largest small-scale industry)' (63). Within these selected
branches (food and beverages, textiles znd footwear, wood and furniture,
metal and machinery), textiles and footwear, and food and beverages comprise
a significant proportion of employment and output in the intermediate
manufacturing sector. Textiles and footwear contrikutes to about one-third
of employment and output and food and beverages ever higher, although
'(C)ensus data indicate, however, thac the major portion of employment in
these industries 1s in local preparation of food for sale, which may not be
included in manufacturing in other countries' (63).

Capital-Labour Ratios

A comparison of capital-labour ratios in small- versus large-scale enterprises
in apperdix 17 shows:

‘a clearly increasing relationship between firm size and capital/labour
ratio ... even more pronounced among smaller firms than among larger ones',

whilst: 'in terms of original cost measured in dollars, the capital/labour
ratio in each small scale size group is approximately triple that of the
next smaller group'. (37)

Capital labour ratios within ISIC branches of industry are further detailed in
appendix 18.




Labour Productivity

Table 4.5

Labor Productivity and Capital Intensity by Size Group
(C1,000 per worker engaged)

Small-Scale Businesses
Wage Large-Scale Firms
No Wage Emplovees Number of Workers

Workers 1-9 10-29 30-99 2100

Value added per worker 0.5 1.2 2.8 2.1 6.3
Gross output per worker 0.7 1.9 6.0 6.3 14 .4
At full rapacity” 4.9 8.1 11.3 10.1 23.0

Index (10-28 category = 100)

Value added per worker 19 43 100 76 228
Gross output per worker 12 32 106 105 239
Adjusted assets per worker &8 25 100 101 228
Index at Full Capacity
Gross output per worker 43 T2 100 89 204
Adjusted assets per worker 9 23 100 141 319

For large-scale firms, assuming that output could be doubled.
on the average. with a 25 percent increase in number of workers
employed.

(Source: Steel, 1977, 103)

Steel argues that Labour productivity, as measured by value added and gross
output, increases with captial intensity and generally with increasing firm size,
since 'each column is two to three times greater than the preceding (significant
in most cases), except that there is not significant difference between firms with
10-29 and those with 30-99 employees'. (102). On the more specific branch level,
estimates for labour productivity by value added and gross output are cetailed in
appendix 19.

Utilisation of Productive and Employment Capacity

The potential expansion capaci*ty as compared to capacity utilisation in small
scale, intermediate and modern industrial firms, assuming the availability of
materials and demand, for expanded employment and credit for expanded capital
assets and employment (94) is indicated in appendix 19. Capacity utilisation of
labour and capital in a range of firm sizes, as analysed with the situation facing
Accra, the study for Accra, 1973, as shown in appendix 20, demonstrates a lower
capacity utilisation for firms with no wage workers and those in the 1-9 wage
employzc categories as compared to other sectors. 'Small firms tend to use their
capacity less fully by all definitions, partly becarse of the nature of small
businesses and partly because of the policies in effect'. The burden on small
scale production of less favourable raw materials supply, market demand and
policy environment is also noted as important (cross reference, Harriss, 1982).
Based on this assumption, the study assumes that capacity utilisation for firms
with 1-9 workers could have been raised by 120%.

Earnings

Kemuneration in the small scale sector (non wage workers and enterprises with
1-9 workers) is slightly higher than €26.00 (Cedis) per month (the enforced




minimur wage for 1973) (see appendix 21). At the same time, the lower labour
costs in these enterprises prcduce a higher cost of capital reiative to labour
in these enterprises.

Steel argues that 'employment is quite responsive to the real wage rate', although,

"This does not necessarily mean, however, that wage decline can conclusively be

cited as the explanation for Ghana's relatively good emrloyment growth performance'
(149)

Linkages and Constraints on Expansion

Financing and raw materials supply were amongst the important 'backward linkages'
identified in this study. According to data provided ir the Accra Survey 1973,

the development of intermediate and informal categories of manufacturing
businesses appeared to depend on financing from informal sources: either personal
savings or loans from relatives, with the importance of personal savings
increasing in favour of the smaller enterprises with 1-9 workers. (See appendix 22).

Raw materials and spare parts to facilitate production, are either imported or
obtainable from large-scale enterprises. Estimates of the 'imported share of raw
materials and spare parts for small-scale manufacturing' in Accra (1973) for
selected branches (see appendix 23) indicates a nigh average import content for
raw materials (61%). However. this appears to 'underestimate ... the true
dependence of small-scale firms on imports because both milling and cement
products in fact depend on imported materials (wheat, clinker) that are simply
processed in Ghana' (127), while it also masks variations between branches, such
as the 'extremes' seen in printing and jewelilery, branches which almost totally
derend on imported raw materials, to furniture and metal products which are
relatively less dependent (127). The high average for impc-ted space parts
supply (91%) for these same branches is in general indicative of the consistently
high dependence on imported spare parts in these branches, with the exception of
the cement products branch. From this, Steel ccncludes:

‘smaller firms must depend on larger ones for these imported materials and
parts' ... 'Half of the smaller enterprises depend on larger importing
firms for most of their raw materials, primarily firms in the same
industry that have import licenses. (and) (T)hese firms are also the major
supplier of spare parts to 82 per cent of the smaller ones'. (127).

(See appendix 24)
A summary of constraints on expansion according to subjective opinions gathered
from enterprises interviewed in the Accra small-scale employment survey indicated
that 'lack of sufficient raw materials or spare parts' and 'insufficient working
capital' were cited as the mator constraints by some 52% and 42% of these
enterprises respectively. (125).

Data Proriems

Amongst the range of data problems encountered in the study are the following:
a) The residual estimation of the informal sector miscalculated its size.

b) The problems in measurement of mobile informal sector activities errs on the
side of underestimation.

c) The assumed measurement of apprenticeship and family labour in particular as
'half a worker' underestimates the labour contribution of these workers and
the small scale sector.

d) Non-response and underenumeration as in the case of the derivation of input
efficiency data, overestimates true utilisation rates tor total small firms in
each industry. (205)




e) The census definition of emploved does not account for pericdic
unemployment.

f} Additionally, in terms of output/productivity data-

'An important qualification to comparisons between size groups that
involve capital is that working capital has been excluded, for lack
of sufficiently consistent or precise data. If, as seems reasonable,
smaller firms have a higher proportion of their capital in the form
of stocks and other working capital, then these figures understate
their true capital intensity relative to larger firms'. (102).

Conclusion

The study suggests that 'Improved managerial and organisational ability,
learning by doing and economies' of scale will positively influence output and
productivity changes more than the wage constraint (172). Market and raw
materials constraints on expansion are not, however, minimised. From the
data, the ‘informal sector' 1s characterised as the lower productivity side of
the small-scale sector. While the study intimates that the relative
modernisation of this sector is a key to better productivity, it suggests that
the intermediate sector is a solution to the 'employment output-trade-off'.
This sector is seen as possessing the optimum conditions to simultaneously
Secure appreciable income-earning opportunities and :dequate productive-
efficiency levels.




GHANA: KUMASI

'The Infoisal Manufacturing Sector in Kumasi' by George Aryee (ILO, 1981)

In 'The Urban Informal Sector in Develcping Countries. Employment,

Poverty and Environment.' (ILO, 1981), ed. S V Sethuraman.

Introduction

The Kumasi study, unlike most of the earlier 110 city level studies, focused
specifically on manufacturing and repair activities. This study was
concerned with the employment capacity of the informal sector in terms of the
high proportion of apprenticeship labour in this branch, as well as providing
estimates of the capital efficiency within it.

Definition
The study used the size criteria, identifying under 10 workers per
enterprise as a means of distinguishing informal sector establishments

(although some of the data was presented in terms of value of capital invested).

Sampling Base and Measurement

The sample base comprised a selective sample of 298 enterprises in the
manufacturing and repair activities in Kumasi, bypassing the importance of
Kumasi as a commercial centre in its regional context, and therefore as an
important area of tertiary sector employment (90). The bias in sampling
design/base led to a higher than average size of enterprise and representation
of apprentices (93).

The sampling technique involved a three -stage sampiing design consisting of
the identification of visible areas of informal sector geographic
concentrations and a priori selection of relevant informal sector enterprises,
and finally, actual selection of manufacturing and repair categories of
activities.

Size and Sectoral Composition

‘0of about 30,000 persons engaged in manufacturing and motor repair activities
in 1970, only a third was estimated to be in the formal sector' (90). The
branch composition of the sampled manufacturing employment was distributed as
follows: 40% in textile and leather; 73% in fcod processing; 14% in wood and
related activities; and 15% in vehicle repair and maintenance. (90) Table
5.1 below shows the size distribution of manufacturing enterprises in
percentage cterms.




Table 5.1
2ize_distribution of enterprises Dy activity
(per cent)
1SIC code Activity Namber of percons engaged :
per entecprise L)
-4
¢ a
O w
1 2-% 5-9 10 ¢ total s
=
v
A 9513 Bctor repair
— ard mairten-
arce 2.7 18.9 60.8 17.6 100.0 78
3813, 3819 retalvcrking 15.) 20,0 35.0 lc.o 1c0.0 20
38li Blackssithing 1ll.l 77.8 li.1 0.C 100.0 9
3 Carpentry 18.7 38.2 35.3 11.8 1l00.0 35
3220 Tailorirg/
seaastressing 16.9 64.8 16.9 l.& 100.0 7
3319 Scodcarving 14.3 82.9 82.9 0.0 100.0 7
3320 Cane weaving 33.3 44.8 22.7 0.6 100.0 9
321s Carpets/
doormats 3.0 40,0 60.0 0.6 100.0 5
3233, 3240 Footvear/
leathervare 24. 6 €3.8 10.1 1.4 100.0 69
All activities l4.8 87.3 30.9 7.0 100,0 298

(Socurce: Sethuraman, 1981, 93)

Labour Structure

Fifteen per cent of the enterprises had no employees or apprentices, alimost
half of the sample had between two and four workers and the rest over five
workers, with average size of the informal sector enterprise close to 4.5
persons (92). This is attributed to the exclusion of non-manufacturing from
the sample. Some 17% of the sample, meanwhile, had more than 1 person
besides the entrepreneur (92). Much of the distribution in ti.e middle range
of activities were concentrated in textile and leather manufacturing
enterprises, while half of the larger ones - re in fitting. The increased
labour absorotion activities in these branches °s no doubt due to the fact
that 'activities with a greater scope for training employed more persons,
mainly as apprentices' (92). Unpaid family workers, meanwhile, existed only
in 10% of the enterprises (92). The data, therefore, shows that in Kumasi,
wage and apprenticeship labour is relatively more important, at least in the
manufacturing sector, and additionally that labour absorption varies within
branches production units.

Age Distribution of Labour Force

The Kumasi informal sector is characterised by its youthful participants.
Younger persons comprised a high 40% share in the labour force. Only 25% of
heads of enterprises were below 25 years of age, and 64% between 25 and 44
years, the median age of entrepreneurs was 2B years, with those in black-
smithing, carpentry and fitting, older (31). The differentia: aqge distribution
1n activities would therefore seem closely related to the retention of
craftmanship skills as a stable source of work over time.




Qutput Related Data: Capital Usage in Enterprises

The distribution of sample enterprises by level of fixed capital (see
appendix 25]) shows a median value of investment at original cost of 400

cedis per enterprise (or US$ 330); the average, meanwhile, is larger, at

780 cedis (or US$ 680), suggesting significant variations in capital between
enterprises {(93). The exclusion of working and fixed capital from the capital
measure seems to negibly affect median values 'since most enterprises are
located in simple and temporary structures' (93).

Output and Productivity

Table £.2 shows the average size of enterprise, amount of capital, gross
output, and value added per enterprise and per wecrker in selected activities.
The average amount of capital per worker shows considerable variations exist
between different activities, in terms of the amount of capital, with a high
of 396 cedis per worker in carpentry, and a low cof 58 cedis per worker in
footwear and leather manufacturing.

Table 5.2

Capitali, gutput and value added per enterprise and per worker in
selected activities

Selected Ko. of Yo. of Per enterprise Per wvorker
activities ertar- persons
prises

Fixed Weekly #eekly Fixed Annual Annual
capital gross value capital gross value

output added output added
Fitting 74 5.135 1 479 251 90 276 2 4uo 874
Metalvorking 20 4,40 1575 260 132 ELY: 3073 1 S60
Blacksaithing 9 3.4 1 362 lau 78 396 2179 1 180
Carpentry 34 4e26 347 122 49 81 1 ug? 598
Talloring 71 J.14 646 102 58 206 1 690 962
Pootvear and leather
marufaccuring 69 2.86 165 250 112 58 4 545 2 038
All activities
{including others not
shown) 298 4.46 778 193 87 174 2 250 1 olu

Fote: All values it cedis. One cedi ls valued at approximately Us5$0.87.

(Source: Sethuraman, 1981, 96)

The average value of output is shown to be about 193 cedis per worker; varying,
nowever, between enterprises with 102 cedis in tailoring to 260 cedis per week
in metal working (94). The study identifies a correlation between value

added per worker and capital per worker, for instance, leather manufacturing
'takes only 58 cedis of capital per worker to generate a value of over 2,000
cedis per worker per year; it seems to be not only least capital intensive

but also most productive' (94).

Output Compdarisons with the Formal Sector

By comparison with the formal sector, the averadge capital per worker at
oricginal cost for selected informal sector manufacturing is described in the
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study as comprising ‘only a small fraction of that prevailing in the formal
sector' (94). The average capital per worker at original cost in selecied
formal sector manufacturing in 1970 is thus shown as follows: food
manufacturing, 13,800 cedis; textiles, 8900 cedis; chemicals, 6200 cedis;
paper products, 3900 cedis; wood products, 1000 cedis; and furniture and
printing, 1500 cedis (94).

Despite the differences in comparability of data between formal versus
informal, as between inter-branch activities, the study concludes: 'the
informal sector in Kumasi (is) significantly more efficient than the larger
formal sector firms' (98).

Capital Accumulation

Based on the assumption that old enterprises go through a similar process of
growth, and evidence of progressive increases of enterprises with age, the

study deduces that: ' informal sector enterprises tend to accumulate more
capital as their duration in business increases' (99). The progressive

growth of enterprises with age was shown in the evidence that average size of
firms under 3 years was only 3.26 as compared to 4.92 for older enterprises (" ‘).
(Har of the enterprises were under five years of age; 11% under two years old,
while 16% were between 2 and 3 years »old, 13% between 3 and 4 years old. Over
12% were between 4 and 5 years, and the remaining over 5 years old) (92).

To illustrate the accumulation potential over time, the average of sample
enterprises works out to be 4 years in the bottom tenth of the distribution of
enterprises. This potential does apparently vary by branch: the growth of
fixed capital formation in metal working and carpentry is faster than employment
growth by 30 to 40%, while footwear, leather manufacturing and tailoring are
areas with greater employment as opposed to capital growth capacity (99).

Capital Labour Ratios

Turing to capital labour ratios over time, the data for the sample as a whole
shows increases with the age of business: 147 cedis for enterprises under 2
years; 161 cedis for those between 2 and 3 years; and 177 for those above 3
years (99).

Enterprises Earnings

As seen in table 5.3 below, output, value added and capital per worker varies
inversely with the size of firm. Table 5.4 , showing value added and
employment per unit of capital by size of investment (for enterprises with a
million cedis in investment), shows an inverse relationship between the amount
of value added and employment with increases in firm sizes (98).

Table 5.3
Qutput,. value added and_capital per vorker by size

Per worker (cedis)

Size group —_— -—
{ro. of tersons
Val 4 :
per erterprice) Output per week pzrute:i ed Capital
1 118 68 318
2-4 61 29 2.8
5-9 33 14 152
17 28 9 136
All 42 1% 174

(Source: Sethuraman, 1981, 97)




Table 5.4

ziue_adoed_apnd 3aploysent per urjt o:>cagital, by size
of eLtefpLis€ for an iavestmert of 1 ejlljor cedis

-y

Size group (rc. cf persors Value added per year Eesploynmert
per enterprise) (millions) (persons)
1 10.69 3 145

2-4 6,65 4 587

5-9 3.60 6 575

10 ¢ 3.31 7 2£3

All groups S5.4¢€ 5 767

(Source: Sethuraman, 1981, 97)

Earnings Data

While the earnings of the 'master' (entrepreneur) rose with the numbers of
apprentices employed, it was also given that 'The fact that masters without
any apprentice also earn 68 cedis per week suggests that the informal sector
generates substantial incomes even if it does not rely on cheap labour in the
form of apprentices' (94).

The average earnings to entrepreneurs was thus given as B0 cedis per month
before taxes. The study further correlated higher gross earnings of
entrepreneurs with education, comparing the 60 cedis per week earned by those
with primary and middle level of education respectively (96-97)

The significance of apprenticeship labour makes it necessary to consider the
compensation give to these workers, on the average 2-4 cedis per week,
representing 'token pocket money plus food provided by the master'. The
median value of 2.2 cedis per week given to apprentices as compensation was
thus a reflection of the minimum compensation give to half of the apprentices.

Linkages

Of the sampled enterprises, only 90% obtained raw materials and service inputs
from retailers, either individuals or swall shops: some 2% discarded materials,
while 7% derived input requirements from a combination of the above.

As a complement to the above data, the study estimates the derivation of

input expenses to test the indirect nature of foreign informal sector linkages.
From 298 enterprises, it estimated rhat only 30 obtained more than 50% of their
value added from the modern sector. This was corroborated from estimates froum
the entire sample putting only 9.4% of total expenditures as belonging to the
modern sector (98). Faced with the evidence of weak informal sector/formal
sector links to substantiate the suspicion that: 'Ghana depends heavily on
imported raw materials and inputs even in informal sector manufacturing ...'
(98) the study attributes a significant amount of value added to middlemen

and intermediaries.

'"For example, in one location, Aaglola, merchants buy wnod in bulk
quantities from the sawmills and sell them to carpenters at much more
than twice the ex-factory price in the formal sector. Similarly, traders
secure bulk orders for furniture from schools and similar formal
institutions and obtain their furniture requirements from the informal
sector at low prices' (98).
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Concluding Remarks

Following from its findings of limited direct formal/informal sector linkages,
and the evidence of expansion over time of older enterprises, the study
deduces that, 'the informal sector enterprises in Kumasi have been generally
successful in overcoming the barriers to expansion' (100). At least one

part of this causal relation, the optimistic expansion abilities of :-formal
sector firms, however, is misrepresented since the sampling of existing
enterprises preselects successes. In pointing out the differential

employment absorption rates in various branches of manufacturing industry, the
Kumasi study underlines the importance of looking at the branch althoigh not
pinpointing the production line as a more specific area of study. It wouisd
appear, however, that apprenticed labour may play a far more productive role
in the economic success of many informal sector enterprises than is
recognised in the study.
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UPPER VOLTA: OUAGADOUGOU

'Success of Small Entrepreneurs in the Infcrmal Sector of Ouagadougou (Upper Volta)*

by de meine Pieter van Dijk - Seminar on 'La Petite Production Marchande en

Milieu Urbain Africain', March 1979, Paris

This empirical description of the informal sector of Ouagadougou is set in the
situational context of a poor economy, in which 'The formal sector is very little
developed' (1l). Although this is a brief seminar paper, it includes summary
findings on earnings and productivity measures.

Definition

This study drew on two of the seven informal sector characteristics mentioned in
the ILO Kenya Report (ILO, 1972). Much of the empirical findings of the informal
sector discounted the particular application of family ownership, ease of entry,
use of indigenous resources, informally acquired skills, and the adapted
technology portions of the definition, scaling down the criteria to small-scale
operation and labour intensivenaess. The operational criteria used to define
‘small-scale' also, however, diverged from the ILO definition. The
identification of small-scale enterprises relied on a 'floating' criteria: 'l0 or
15 employees as an upper limit, ard/or $500 investments' per worker in addition
to the main 'small-scale' and labour intensive criteria used. The unregulated
aspect was used as a decisive measure, based on two indicators of minimum wage
enforcement and legal licensed status of the enterprise (4).

Size and Sectoral Composition

As shown in table 6.1, the average size of the informal sector of urban Upper Volta
is estimated at 73.2% of the total active labour force or 187,000 as compared to
16.8% in the formal sector. The informal sector size for Ouagodougou is estimated
at 66,000 persons (2).

Table 6.1

Informal and formal sector employment in urban Upper Volta (1977), Ouagadougou.

Urban Upper Volta Ouagadougou
Sector of Activity No nercentage No
Informal Sector 187,000 73.2 66,000
Formal Sector 42,000 16.8 15,000
Unemployed 21,000 10.0 9,000
Total Active Urban 250,000 100.0% 90, 000

Population

These figures represent an extrapolation of percentages from column (3) as
presented by van Dijk (1979).

The strucrural composition of the informal sector of the capital city, Ouagadougou,
is shown in table 6,2, with classification into handcrafts, artisama artisans,
construction and services trade, transportation sectors; table 6.2 is limited in
that it only includes 50% of the urban total shown in table 6.1.
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Table 6.2

Iggcrtance of informal sector activities in Quagadougou, 1976

Subsector/activities Nucber of enterrrises Average empioyment Total =mplovaent

Pallier Eszimation Pallier Survaey
(1973) Van D:ijx (197C) Van Dijk
Handicrafts
Alluwminiuna caster - S - 2.8(2) 23
3cerbreveriferale) 386 543 4.4(8) - 2,932
Carpentar 235 332 .52 - t,337
Dyer(fezale) 27 16 2.8(%) - 137
Furniture maker - 35 - 4.6(26) 16!
Mod.blacksmitwelder) 58 78 2.8(8) 5.8(1) 296
Potter (female) - 15 - 3.6(7) 54
Shoemaker 56 75 1.2(8) 1.6(1) 218
Strawweaver - 100 - 2.2(8) 220
Tailor/embroidery 444 535 2.8(16) 3.5(36) 1,411
Trad.blacksmith 50 67 0.8(5) - 121
Weaver 79 106 0.2(5) 2.3(42) 186
Artistic artisans
Batikpreducer - 15 - 3.6(7) 54
Bronze caster 70 94 3.0(6) 3.6(20) 357
Jeweller 64 86 2.4(12) 3.6(2) 301
Coustruction sector
Brickmaker - 1G0 1.5(2) 5.6(23) 405
Mason - 160 - 5.6(3) 560
- Painter 79 106 2.3(5) - 403
Plurker 36 48 2.5(2) - 168
Serv. 1s
BLcyc1e?motorP1kgrepaxrma&86 166 1 (8) 2.8(11) 1,025
Carrepair mechanic 2.6(6) -
Electrician 81 109 1.3(2) ~ 142
Millet grinder 43 58 1 (4) - 116
Radio repairman 35 47 1 (5) 2.8(12) 113
Watch repairman 8 11 0.5(2) - 17
Subtotal artisanal sector 10,757
Trade - 5,000 - 2.0(58) 10,000
Transportation(by product)
of goods(handdrawn car) - 500 - 1.8(11) 900
of water(handdrawn car) - 250 - 1.8(10) 450
of wood(donkeydrawn car) -~ 1,500 - 1.8(10) 2,700
Subtotal transportation 4,050
Total 24,807

Note A Le Développement voltaique(1976)

Our estimations are based on observation and extrapolation of Pallier's figures
with a growth percentage of 5 percent, the same es applied for the formal sector,
unless other information was availble. The last column is the product of our
estimation and the awgage of the averages of Pallier and Van Dijk, concerning
employment. Pallier's figures were increased by one, to count for the owner.

The figures between brackets refer to the sample on which the estimation is
based. A hyphen indicates that the activity was not taken into consideration.

(Source: van Dijk, 1979, 3)
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The average entrepreneur employed 2 persons but at least 40% of the sampled
entrepreneurs were cwn account workers, 60% employed apprentices, and 25%
wage workers (7). A summary of characteristics of the informal sector labour
shows that the age of entrepreneurs in the active labour force varies. Most
have been own account workers, working on average 6 years, and previously
farmers women seemed to dominate the weaving, pottery and small trade

activities.

Capital Outlays, Rates of Return

Investments in enterprises were on the whole largely limited to an average
of initial ‘seed‘/starting capital of 42,500 F CFA, the average since the
cummulative investment averages amounted to 60,000 F CFA at the time of the
survey. (7). (No exchange rate given). Investments varied from 16,000
(weavers) to 17,500 F CFA ( in the construction sector).

The average rate of return on capital for the entrepreneur was put at 5%,
(based on the assumption of 'income from labour eguals the wage of his 9
wageworker® (7). The capital turnover figures also ranged from 6,200 F CFA (10) .

Earnings

The earnings of labour in Cuagadougou varied from wage workers to low paid
apprenticeship labour. According to the survey, wageworkers received only
3,600 F CFA per week, and apprentices 400 F CFA per week. The average owner
received twice that of wage workers with 6,600. The entrepreneurs earnings
did, however, range at any one point in time, from 3,000 C CFA a week for
straw weavers, to 17,500 F CFA per week for construction sector workers facing
erratic incomes in employed periods (7). By comparison, formal sector wages
were lower. According to the study then the average entrepreneur would
therefore earn more than formal sector wages, the legal minimum wage of 3,000
F CFA per week and average wage on the whole private sector of 5,000 F CFA (7).
At the same time, however, the average wage earnings of apprenticesland
wageworkers would just about be on par with the legal minimum wage.

Entrepreneurs 'learnt something' from the formal sector besides accounting.

(This is left unspecified due to inadequate relationship with non-continuous
variables presented). It is clear that this study does, however, misinterprat
the meaning of 'linkages' as construed in this duel economy context. Despite
probable sampling error, one of the interesting facts from this study concerns the
estimated magnitude of the informal sector.
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ZAMBIA: COUNTRY STUDY

"The Informal Sector and Z .mbia's Employment Crisis', by David M Todd and

Christopner Shaw. "Journal of Modern African Studies”, 18, 3 (1330)

Introduction

In the light of the Zambian Government's Development Plans to overccme
unemployment (by an expansion of self-employment possibilities), this country
ievel study draws attention to the possible role of the 'informal sector'

of the Zambian economy in absorbing the unemploved. Relevant data provided
concerns the current size and composition of the informal sector, the
possible growth of formal wage employment in urban areas, and thne flows into
the labour force particularly from the educational system.

Definition of the Informal Sector

The article takes into consideration the following criteria in order to define
the informal sector: size; membership according to age, education and
experience; and its present range of activities (418). Although no precise

or comprehensive definition of the Zambian informal sector has yet to be
reached, it is composed of small-scale businesses, established by self-
employed persons, often operated with no employees receiving cash 'wages"
(418). The article does not include rural businessment or farmers, only
self-employed workers.

Sampling Base

Data is provided by the 1963 and 1369 Census figures. Information was also
based on various studies conducted in the 1970s on established low-cost
housing estates. The sampling techniques for the data presented were
unavailable.

Sectoral Composition

663 of those in the formal sector were engaged in producticn and related
activities, compared with only 14% of the self-employed. However, 73% of the
self-employed were engaged in selling, compared with 11% of those in the
formal sector (423). The small number of manufacturers and repairers within
the informal sector comprises of those involved in carpentry and tinsmithing;
construction; and car, radio, shoe and watch repairing.

Data suggests that 10-15% of urban working males are to be found in the informal
sector, with the proportion rising some 5% when both sexes are considered. (419}

Evidence from various surveys of low-cost settlements in Lusaka suggests that
the informal sector is mainly comprised of those over 30 years of age (giving
indication to the importance of savings, urban experience and contacts, in
order to establish a successful enterprise). Most heads of enterprises in
Lusaka (Zambia) had been employed in the formal sector prior to entering the
informal sector to set up their own busiress.

Data Problems

There was insufficient data provided on the sampling base. Information was
vague and very broad, with no specifics given to pinpoint the exact number of
participants in the study. Data was not provided on the amount of capital
invested and value added on the amount of earnings or income rjenerated.
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Insufficient information was given on the backward and forward linkages -
scurce of raw material, market for finished products.

Conclusion

The urban informal sector in Zambia is sizeable with heads of a mature age
but with @ generally lower educational level than that of the formally
employed. Marketing, food processing, and selling seem to dominate the
activities cf the sector.

"The informal sector 1is characterised by a concentration of activities
into a relatively narrow and non-innovative range, and by a predominance
of older people ... ill-suited to ..ccommodate the annual supply of
22,030 new urban job seekers ..."' (425)

As a result, there is a need for expansion into other areas such as recycling
of scrap materials, street services (cigarette selling, car washing, etc), in
order to accommodate the influx; however, putting pressure on the Government
to revise its local and national laws viz street side activities which are
currently illegal.
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NIGERIA: KANO

'The Informal Sector in a Small City: The Case of Kano (Nigeria)'

by A L Mabogunje and M O Filani (ILO: 1977) in "The Urban Informal Sector

In Developing Countries" (Geneva, ILO: 198l1). ed S V Sethuramanll

Introduction

This city level study examines the informal sector in the context of Kano, a
medium-sized, primate city with about 420,000 population in 1972, set in a
heavily populated rural area (83). The contribution of the 25% to 30% migrant
population to this city (83) is considered an important determinant of

informal sector size, and consistent with the 35% labour participation rate

of migrants in the informal sector (84). 1In terms of descriptive information,
this paper contains very little on the size distributi»on, earnings or

output in the informal sector. The case study distinguishes itself,however,

in being one of the rare instances where comprehensive enumeration of the
informal sector was attempted, thereby reducing errors in size estimation.

Definition
According to the working paper document forming the basis of this article,

'an attempt was made to distinguish the informal sector activities using
two major criteria. These criteria define informal sector activities
to include:

a) all one-man enterprises; and
b) all enterprises employing not more than 10 persons.

In other words, we define informal sector activities as those in which

all participants are not more than ten. This definition stems from our
general agreement with the view that one of the major distinct
characteristics of the urban informal sector is the smallness of the
enterprises or establishments which make up the sector'. (ILO: 1977, 127-8)

The earlier study thus drew on the defining metnodology of the Kenya Report.

Size/Sectoral Distribution

Assuming the average enterprise size (of sampled enterprises) of 1.8, the
informal sector labour force provided income earning opportunities for at least

25%, or some 53,320 persons (83). Table 8.1 below shows that the 'ratio of
workers per establishment varies from 1.0 in repair activities to 2.6 in
processing'. (ILO 1977: 77). The ratio of workers ot enterprises (see

appendix 26) also shows, however, that this figure is exceeded in certain
branches. For instance, brickmaking branch has an average of 3.8l wcrkers tc
the enterprise, and the bakery branch 4.86 per enterprise. {ILO: 77).




Table 8.1

Average rumber of workers per establishment
in the inforcal sectcr

Total Nurter|[ Tctal No of Workers
c1 £ Ent i g of Establi- Nuntel er Establi-
ass a nterprise shment cf nent
Workers
) Processing 37 95 2.6
Repairs 31 33 1.1
Personal Service 76 117 1.5
Agricultural Service 22 30 1.4
Trading & Other
Service 69 122 1.8
Technical Services 76 155 2.0
Fzbrication 163 320 2.0
Unclassified 21 31 1.0
) i
Overall 505 903 1.8

Source: Field Survey, 1976.

(Source: ILO, 1977, 77)

Sampling Base and Measuremernt

The sampling procedure adopted entailed a comprehensive pre—sampiing of
informal sector enterprises of some 6,665 anterprises in the city , 505 of
which provided the basis for a detailed inquiry on non-trade activities. The
procedure for selection of sampled activities was as follows:

"All activities which recorded below 20 establishments were selected; from
each of those which recorded between 20 and 200 establishments, 20 were
selected and from those which had above 200 establishments, 50 were
selected. 1In all ... there were 3,963 establishments engaged in trading
activities and 1,132 establishments in tailoring. From each of these,

S0 establishments were selected.' (ILO 1977: 130-131).

Although the initial sampling revealed a bias towards trade enterprises in the
4000 trade enterprises identified, the actual sub-sample selectively focussed
on the non-trade categories of manufacturing and repair services, comprising
70% as compared to only 14% ir trade activities (83).

In the case of Kano, the bias against women workers in the sample was explained
as attributable to the dominance of the Moslem religion, as opposed to the
consequence of sampling technique (84). With males comprising 89% of the
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cuticn of wWomen wOLKeis was cuncentrded in cercailn
sewing, milling, hair dressing, where women accounted
n 60% of informal sector participants (84).

activities such as:
for more tha

Size/Sectoral Distribution

Assuming the average enterprise size (of sampled enterprises) of 1.€ the
informal sector labour force provided income earning opportunities for at
least 25% or some 53,520 persons (83). Table 8.1 (1976) below shows that the
‘ratio of workers per establishment varies from 1.0 in repair activities to
2.6 in processing' (ILOXV77:77). The ratio of workers to enterprises (see
appendix 26), also shows however, that this figure is exceeded in certain
branches. For instance, brickmaking branch has an average of 3.81 workers to
B the enterprise, and the bakery branch, 4.86 per enterprise (ILO:77).

Table 8.1
Monthly Revenue by type of Enterprise

REVENUE N
51-] 1014 2014 501]1001|Above] Tocel
1-10 J11-20 J21-50{ 100| 200 500 gOOO 5000} 5000 No.
Processing 13.5 - 37.8327.0113.5] 6.1 - - - 37
Repairs 19.4 [19.4 38.7122.6 - - - - - 31
Personal Services 34.2 1.3 36.8]15.8)10.511.3 - - - 7€
Agric. Services 18,2 - 13.6445.51 9.1 ]19.1 J4.51 - - 22

Trading and Other

Services 25.0 4.3 11.617.4|11.6 h1.6 | 8.7]8.7 - 69
Tech. Services ) 28.9 1.3 15.8(31.6[15.8] 6.6 - - - 76
Fabrication 21.4 J11.0 21.5)27.0111.0] 4.3 |2.5]0.6 j0.€ 163
Unclassified 22.6 6.5 29.0112.9| 6.5 ]16.1 - 16.5 - KD

OVERALL 24,4 6.1 24.0]24.4110.9]1 6.1 ]2.2]1.9 0.2 |505

Source: Field Survey, 1976.

(Source: ILO 1977: 77)
Labour Structure

As the 1981 Kano study shows, ‘self-employment is a major characteristic cf

the Kano informal sector.' (87). The average persons per enterprise was o
1.8 (87), while two-thirds of the sample included one person enterprises (87).
Variations between activities were however, revealed és fo}lows: bakery, 5.?
persons; construction, 4 persons; leather manufacturing, 3.8 persons;hweld;nq,
3.4 persons; roadside mechanics and electrical workersf 3 persons. The
inflated size ol the larger enterprises were also attrxbut?d to Fhe . the
employment of on average 1 apprentice and 1 journeyman (87} (derived tizzs)
employment of 565 heads of households, 187 journeymen, and 151 appren .




Migrant Status

The proportion of wage workers among migrants was relatively smaller as compared
to 'natives', since 19% of the migrants were typified as apprentices. The
slightly higher proportion of apprenticed migrants in the informal sector to
'native’ Kano informal sector participants (19% as compared to l6% was said

to contribute to a relatively smaller wage labour force among migrants(85).
From a longitudinal prespective of migrant job/occupational mobility, the
previous work status of migrants showed that 59% had worked before, half of
them as farmers or traders, while the remaining 41% were unemployed (85).

Upon arrival in Kano, 75% of migrants had not changed their jobs, among the
reasons given being the satisfaction with current jobs (60%), although this is
qualified by reportage that 55% of all were willing to change occupations if
skills education was provided and incomes increased (85).

Age Distribution

The age distribution of informal sector participants primarily covered the age
brackets 15-44 years, with an average age of 26.5 years, although more than 15%
of informal sector participants were under the age of 14 years, concentrated
particularly in trade and other services (eg painting, mechanics and welding)
(84). Agricultural services (livestock keeping and fishing had some 40% of
participants over the age of 45 (ibid).

Location of Enterprise

The majority of the sample, 76%, operated in fixed locations, the remaining,
mainly traders, in variable locations. Whilst two-thirds of those in fixed
locations operated in residential structures, 21% did so in commercial buildings
and the remaining in open sheds and dher structures (86).

Outgut Data

Enterprlses sampled were typically labour intensive, with average initial
capital outlay for enterprises being small (87) (see appendix 27). The median
value of capital was only N50 or about US$80, while the mean was N282,
'suggesting enormous variations in capital between firms' (87). Activities
identified with lower capital were in agriculture, personal services and
repair services. The median value per enterprise was only N50 (or US$80)
compared to a correspording mean of N28. The average capital labour ratio

of N157 is described as comprising 'only a fraction of the capital investment
required per worker in certain formal sector activities in Kano' (87, as seen
in comparable formal sector figures provided as follows: tanning N2000;
groundnut processing N2000 to NR4000; weaving N1200; steel fittings N1200;
and soap manufacturing N200 (87).

Earnings Data

As shown in table 8.2, the monthly revenues received in the enterprises were
mainly less than N50. The explanation given for these low revenue levels is
the:

'strong relationship between capital invested in the informal enterprises
and the monthly revenues accruing to them. Generally, the higher the
capital, the greater the revenue yielding capacity of an enterprice, all
other things being equal. Since capital investment in various activities
is low, their capacity for yielding revenue is bound to be ecually low.
Activities in trading, processing an” fabrication which had nuge capital
outlay also recorded high monthl+ revenues.,' (I1O 1977: 66)

e e
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(Source: ILO, 1977, 67)

Wages and Earnings

Earnings in the informal sector are described by the level of monthly income
received by participants. As seen in table 8.2

earnings varied: 36% of the participants classified either as apprentices or
unpaid family workers, received 0 (zero) income; 58% of informal sector
participants received above N60 per month or the legal minimum wage (85).
However, some 60% of female participants (1ll% in tne sample) earned incomes
below the minimum wage pointing to the:

'unequal earning opportunities between men and women; ... explained in
terms of the activities in which women tend to participate.' (86)

Of the 70% of migrants described as income earning informal sector
participants, only 47% had incomes above N60 per month in contrast to 58%
among all participants (86). Accordingly, the median level of income for
females was under N50 per month, for migrants N60 per month compared to N60
for all participants. Income differentials between males and females would
therefore seem to be more significant than migrant/non-migrant differentials.

'Given the average wage levels for the informal sector, as above,
comparisons with formal sector earnings of N800 per year in government,
ard N520 per year in large scale industry in 1972 are suggestively
favourable.' (86)

Linkages

Linkages between the formal and informal sector in Kano were best described as
indirect. The pattern of forward market linkages was set by the fact that 87%
of all sales were directed to households, while only 10.5% were directed to
small enterprises (as shown in table 8.3 below).

Backward linkages were also negligible. On the one hand, the inrormal credit
and finance pattern set up denied any significant formal sector relationship:
70% of enterprises relied on personal savings for investment expenditure.
Borrowing from friends and relations was a source for the major balance, and
only 1.4% of the enterprises had access to bank credit (87). Raw materials
supplies were termed as indirectly linked to formal sector since retail
traders played an intermediary role (87).
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Purchasers of Informal Sector Products

Purchasers Large Govern-
Individual Small Enter- nent Others
Households Enterprises| prises Agencies
Class of

enterprise

Frocessing 89.2 8.1 - - 2.7
Repairs $+00.0 - - - -
Personal services 97.4 2.6 - - -
Agricdtuml Service 72.7 27.3 - - -
Trading %t other

Services 82.6 11.€ - - 5.8
Technical services 8¢.¢2 10,5 - - 2.6
Fabrication g4a.7 12.9 0.6 0.6 1.2
OVERALL £7.0 10.5 0.4 0.4 1.8

Source: Field Survey, 1976.

(Source: ILO, 1977, 73)

Concluding Remarks

The Kano study distinguishes itself firstly in approaching a more accurate
reading of informal sector size than other studies relying on a residual
estimate; and secondly in its representation of the Kano informal sector as
a relatively stable source of employment judging by the longevity of job
tenure for some 75% of migrant informal sector participants, who had not
changed their jobs since they migrated (8S); as well as a reasonable source
of income earning potential on par with some formal sector wage levels (with
the exception of typically female income earning activities). 1In the latter
sense, then, the Kano case study empirically contradicts the image of the
informal sector as operating in a highly competitive market, and one with
substantially less income potential than the formal sector. In other terms,
the Kano study did, however, confirm the findings of other studies, portrayed
the formal/informal sector backward linkages as an indirect one relying on
intermediaries as in trading activities.
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NIGEKIA: LAGOS

'‘Human Resources and the Lagos Informal Sector' by O J Fapohunda

in "The Urban Informal Sector in Developing Countries", ed S V Sethuraman

(Geneva: ILO, 1981)

Introduction

As part of the ILO city studies series, this study focused on enterprise
aspects of human resources utilisation and development in the Lagos informal
sector. As indicated in the representation of migrants in 55% of the
entrepreneurs in the sample (71), migration was seen to play an important
role in the growth of the informal sector. Amongst the relevant data
included are: estimates of sectoral distribution between brcad sectors of
primary industry (agriculture, utilities and mining), services, trade and
manufacturing with a further breakdown of activities within manufacturing
sectors. Apart from this initial sectoral distribution, data on earnings and
output within the informal sector were provided at the enterprise level.

Definition of the Informal Sector

No clear definition of the informal sector is prescribed in this Lagos study.
However, the guidelines for sampling indicated in the base report for this
study by the same author , Lagos, Urban Development and Employment (Geneva,
ILO: 1978, 60), suggests that the main aspect of the ILO definition
incorporated in the study was the size criterion of under 10 workers per
enterpricse.

Sampling Base

Taken from a sample population of 2074 enterprises, the Lagos study included
a larger sample size than most other studies due to its inclusion of extra
industrial categories. A distinguishing feature characterising the selected
sampling population represented was its bias towards the manufacturing and
service sectors of the Lagos informal sector.

The sampling technique involved a two-stage sampling design based on the
delimitation of the city into 200 enumeration areas, from each of which 10
enterprises wem chosen randomly. The study further distributed the sample
between the streets within each stratum (Sethuraman 1981, 26).

Size and Sectoral Composition

The Lagos study assumes half of the working pcpulation of 900,000 (1978) as
belonging to the informal sector (82), assuming a labour activity rzate of
45% within Lagos' population of 2 million.

As indicated in table 9.1, the sectoral composition of the Lagos informal
sector indicates the predominance of the manufacturing services sector, with a
distribution of 40% of the enterprises there as against 15% in services and

31% in trade (including restaurants) (70). Although these major breakdowns
are provided in the study, the enterprise distribution is broken down within
the productive sector into branches, the foremost being textiles, and

leather enterprises, other productive enterprises including a genral primary
industries category, food, beverages and tobacco, wood and furniture, paper
and paper products and fabricated metal and machine ecuipment.




Table 9.1
igtyibuticn of eaterprises
by rair activity groups
) No, of Percentage

Type of industry or econoric reporting distribution
activity group enterprises of enterprises
Primary industries 18 0.9
Food and beverages ard tobacco 17 0.8
Textiles and leather 589 26,5
Wood and furriture 108 5.2
Paper and pagper products 5S¢ 2.8
Fabricated setal and machine

equipaent S1 2.5
Others manufacturing 48 2.3
Otilities 44 2.1
Construction 22 1.1
$holesale trade 116 5.6
Eetail trade 526 25.4
Transport and storage 74 3.6
Communica*ior and social and

personal services 320 15, 4
Inadequately defined activities 123 5.9

Total 2 .74 100.0

(Source: Sethuraman 1981, 70).

From a total of 1977 enterprises, the informal sector generated employment for
a total of 4161 full-time workers including heads, employing 2.10 persons per
enterprise (73). The number of persons employed per enterprise did, however,
range from 1 person for 50% of the cases to 2 workers for 26% of the cases
(73). 25% had 3 or more persons, 'Though full-time regular workers was the
dominant category, some 3-5 per cent of the sample employed part-time male
workers and 0.7 per cent part-time female workers. 1In addition, a few resorted
to hiring casual workers as well. Neariy 90 per cent of the employment in
responding enterprises was male'. (73).

Cost Structure of Inputs-Capital

A major portion, 1634 out of 2074 enterprises, possessed captial ecuipment, the
median value of such equipment per enterprise being approximately N250 compared
to the mean value of N450. 'In other words, a large mijority of the enterprises
{about 70 percent) possessed less than the mean value' (75). Based on ar
assumption of a median enterprise size of one person, the capital-worker ratio
was estimated at WN250 or US$400. This figure masks variations between certain
activities, since the median values in activities such as paper, and rerated
products, fabricated metals and equipment and transport are higher than that

in primary industry, trade and food and beverages as seen in table 9.2 below.
In addition to the large proportion of enterprises owning equipmeat, 90% of
which acquired it through new purchase, and others through second-i.and purchase
(75), at least 125 rented equipment, 60% of these paying a rental of N5 or less
per week (76).
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Earnings

At a very rough estimate , the study gives the total value of income generated
per month per enterprise as N144 or N1700 per year and value added per worker
at No69 per month (78). 83% of responding enterprises (71%) gave a weekly sales
revenue of N75 or less per week, 'the mean and median values being about N10l
and N25 per week respectively' (78).

Entrepreneur Earnings

A total of 1744 heads of enterprises reported a monthly mean income of N99 as
compared to the legal minimum wage of N6C per month, but this masks variations
between enterprises: since the median income is only N50 per month, 'suggesting
that well over half of the entrepreneurs in the Lagos informal sector

received an income below the legal minimum (wage)' (72).

Wage Earnings

Wage information for the Lagos informal sector included the report that 60% of
enterprises had nonpaid workeccs 'pres'wmably because they are apprentices' (74)
receiving wages in kind (food and shelter). These enterprises also reported
29% payment in cash, 30% in combined payment in cash and kind, and 413 payment
in kind only (74). Of a total of 619 enterprises, the average minimum monthly |
wage for males was N35 and the maximum of N52, compared to corresponding
female wage rates of N26 and N40 respectively, derived from a response of 133
enterprises (74). 'Finally, in terms of hours of work, 92 percent of the
enterprises operated for longer than 9 hours per day' (74).

Ancillary information on Lecondary earners in enterprises households revealed
that 99 out of 659 responses from enterprises revealed secondary earners'
employment in the formal sector; over 53% (352 out of 659) were self-
employed and 13% (87 out of 659) wages earners in the informal sector. The
remaining entrepreneurs were unable to identify the source of employment for
these earners.

Linkages

In relation to raw materials and service enterprises iInputs, 13% of the
enterprises had required no raw material purchases and 80% materials from
other small enterprises, with a few from other households.

Only a limited number of the sample therefore obtained raw materials from
large enterprises or from the government, although the study revealad an
element of monopoly, since 15% of enterprises received raw materials from

1 source and the yovernment (78). Of those buying raw materials, 80% spent
less than N75 per week. Similarly, only half of the enterprises required

the purchase of services, those requiring them obtaining them from small
enterprises agd households. The cost cf services was estimated at N1O or less
per week for ~/4 of households, the mean and median value expenditures on
services being N20 and under N1O per week respectively (78). Following the
from the neglihle evidence of forward linkages with the formal sector (87% of
enterprises sold products to consumer markets and 9% to other informal sector
enterprises) (78), the study describes formal/informal sector linkages as
'indirect'. 1In these terms, the nature of the informal/formal sector linkage
derives from consumer income and expenditure. 'In other words, the growth of
the formal sector seems to have a significant impact on the growth of the
informal sector. Since much of the Lagos informal sector output was sold to
households, the link between the two sectors seems to be indirect, via consumer
income and expenditures.' (82).
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Constraints

Included in the indications of the growth constraints facing enterprises was
the fact that:

'Only 15 per cent of the enterprises had undertaken any major improvement
in the premises though over half had undertaken minor improvements-

When asked about their desire to expand and improve their method of
production, about 95 per cent expressed an interest in doing sco. about
80 per cent of the enterprises cited lack of access to credit as the
main obstacle to expansion ...' (79).

Although a survey of enterprises revealed that 40% 'f&t competition from large
enterprises led to a reduction in their sales, while for the rest it was not

a problem' (79), the study concluded that 'tne Lagos infor?al sector is doing
reasonably well' (79) based on the supportive facts that: ~/4 of sampled
enterprises had faced a favourable demand for products, 11l% actually reporting
a substantial increase, especially in focd, beverages and tobacco, textile

and leather manufacturing, fabricated metal products, etc. Over 80% increased
their sales volume and 4% a decrease (79).

Though this favourable image of informal sector performance is diminished by the

fact tha 'only 21 per cent of the samplc firms reported increasing the number

of workers. A maprity maintained their level of employment' (79), the study

points out that further favourable impressions of the sector's viability are

given in the 21% 'crude birthrate' of enterprises during 1975-76 (80), 'About

18 per cent of the enterprises were under one year old, 19 per cent between

one and two years old, 30 per cent between 2 and 5 years old, 16 per cent

between 5 and 10 years old, and the remaining 17 per cent over 10 years old'
(80)

Data Problems

Owing to the source and quality of survey responses, the data on output and
earnings can only provide a very rough order of magnitude. On the revenue
side, the high degree of non-response in sales revenues whether due to
reluctance or inadequate record-keeping hampers the representativeness and
utility of the data.

On the other hand, output calculaticns such as that of value added per
enterprise are limited approximations due to difficulty in calculating returns
to entrepreneurs' own labour. The method taken to calculate this in the study
was to derve a rough estimation of income generated per enterprise by
estimation through a figure for the average monthly expenditure on wages
(excluding the head), using the average number of workers and average per worker
as data bases. Since this estimate thus takes an estimate of income earned to
derive output data, in value added terms, the resulting estimate very likely
leads to underestimation because it excludes reference to production costs such
as rent paid for premises, capital equipment, etc. Furthermore, data relying
on averages such as those mask variaticns of output and income earnings

between activities. A further factor adding a margin of error and

distortion to the data is the inclusion of utilities and agriculture to the
sectoral and enterprise information. The specific effects of flaws in the
sampling design led to an underestimation of female participation in petty
trading and related enterprise activities within the informal sector.

Concluding Remarks

Though confirming the lower earnings capacity of informal sector enterprises,
the Lagos study holds the informal sector as a reservoir of skills and
'respectable' income earning possibilities for a substantial 50% of the

Lagos labour force. The indirect consumer and expenditures linkages witnessed
in the formal and informal sector of lL.agos would seem to paint a picture of an
informal sector fairly independent of the formal sector.
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STFRRA T.FONF: FRFEFETOWN

'The Informal Sector in Freetown: Opportunities for self-Employment'

by D A Fowler, in "The Urban Informal Sector in Developing Countries,

ed S V Sethuraman (Geneva, ILO, 1981)

Introduction

The Freetown study takes a city-wide perspective of the informal sector,
characterising it as a job market offering possibilities for upward mobility.
Freetown is seen as a special case becaused its substantial portion of
migrants, with at least 33% (of the sample) coming from neighbouring African
countries and a further 39% of the (sampled) migrants coming from within
Sierra Leone (53).

Definition

The Freetown case study appears to exclusively use the small scale size
criteria of under 6 (or 5 and under) workers per enterprise as a basis to
distinguish the informal sector. It is unclear which other aspects of the ILO
definition this study draws on. The exclusive use of other aspects of this
definition seems to be defined by the sampled populaticn description.

The Size/Sectoral Composition

An estimate of overal informal sector labour force size in Freetown was given
as 40-50 thousand workers (62). The employment growth rate in the informal
sector (especially in trade) was estimated at 35% (69). The distribution of
informal sector enterprises between sectors is given in table 10.1, with order
of numerical importance: 65% trade; 20.1% manufacturing; 8.9% services; 3.9%
transport; 2.1% construction; with retailing predominating as an enterprises
activity comprising 50.4% of sampled enterprises.
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Table 10,1
[istribution of sasi.€ ¢ITerjrases
Ly s21r activity
Activity Absolute freg. Telative fregq.
{rar cent)

Marufacruring 2.
food 29 .o
Tobacco 7 0.7
Textiles Q c.9
Wearing apparel (excapt folrtwear) 72 7.4
Leather groducts ( * " ) 7 0.?
Footwear 15 i.g
Wood products 5 c.t
Furnitires 32 i3
Printing, etc. 1 Ced
Pottery, ctinauare, etc. 3 ?.r
Metal products 1€ 1.€
Corstructica <0 2:1
Irade £3.C
Wholesale 1 c.1
Retail ug? Sf.u
Hawvkers and pedlars §2 t. U
Pesiaurants, etc. 7 S.C
Hotels, etc. 1 "1
Transport 3.8
Taxicabs is8 1.2
Cycle rickshaws 18 1.¢
Freight transgort 1 .1
Services 83
Education 1 O.E
Health secvices 3 ?.;
Other sccial services 16 2,
Repair services 47 4.9

Total 967 lac.0

(Source: Sethuraman, 1981, 52)

Labour Force Structure

The characterisation of the informal sector of Freetown was as 'a source of
self-employed, rather than paid employment' (57). Seventy-four per cent of all
enterprises were therefore reported as having no employees of any sort. Of
those 251 enterprises with employees, however, 100 (or 40%) employed only 1
person, 62 (or 25%) employed 2 persons, over 2/3 therefore employed over 2
workers. The average size of enterprise was thus given at 1.86 persons (57).
Out of a sample of 1,802 persons, the sector was said to provide employment

for 54% in the form of self-employment and 46% in the form of paid or unpaid
employment. (57)

Following from the size bias in certain activities 84% of trade enterprises
did not even have 1 employee as compared to 54% in manufacturing, transport
and 30% in construction (62).




Age/Sex Distribution

'Only a small percentage of informal sector entrepreneurs (were) typically
young, seeking their first job' (51), while about 85% of informal sector
workers were 30 years cf age and above (57). 25% were female, with a median
age of 35 vears, and 38% were males under 30 years of age (51). Whereas two-
thirds of the female entrepreneurs were centred of retail trade, participation
of males was distributed in several activities, according to the age of
entrepreneur (51l). 'Males between 10 and 14 years had access only to retail
trade or manual labour as head porters. Those between 15 and 192 years were
heavily concentrated (80 per cent of them in retail trading on a very minor
scale, requiring low capital investment. Retail trading also accounted for
two-thirds of all males in the 2C to 24-year age cohort: the remaining

tended to participate in activities requiring relatively more skills and/or
capital. Thirteen per cent were tailors ... Another 9 per cent were in

repair work relating to retail trade ... The rest of this age group set up
business as restauranteurs and local shoemakers. As expected, ccnstruction
and mechanised transport, with their requirements of heavy capital investment,
did not have any owners under 25 years of age ... the 25 to 29-year male group
... in addition to participation in the activities noted above, moved into

the motor transport business ... Looking at the data on age distribution
within activities the 20 to 29-year group provides 57 per cent of all the
footwear manufacturers, 43 per cent of tailors, 48 per cent of all retail
trade repairers and 28 per cent of taxicab owners ... 53 per cent of those |
engaged in manual transcort as 'omolankey' drivers and head porters are |
under 30 years of age' (51)

Table 10.2
Gross vaiue of oytpyt per_vorker by majn actjivity

Gross value of output (Leones per eorth)

——

Total for sasple

enterfrises Per enterprise Per vorker
ganufagiuzing 28.121 184 64
fcod, tobacco, etc. 6 031 168 97
Textile 1 724 1?2 o1
Nearing apparel 8 8c8 122 55
Leather and footwear 1 490 €8 [
Wood, cork ard furniture 6 691 181 55
Printing, glass and setal 3 317 178 8C
construction 1849 8¢ 15
Icade 82.23¢ 132 82
Retail trade 61 261 111 78
rRestacrants 21 695 278 94
Itanspert g u63d 242 114
secvices 11_24Q 123 63
Repairs 3 654 78 4o
Otser 7 %66 189 77
All 138.402 143 22

(Source: Sethuraman, 1981, 60 )
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Table 10.3

Capptal-jatour_citio by main activity

valu=s of Number cf Yumber c£ Yusber cof Tapitalse

carpizai®* erter- vorkers vorkets per

(Ledzes) rrises (ircludirg vorker
Activity ovrer) (Lecres)
magufacturing 26135 188 PLE] L3g 5645
Tnod, tcbaccc, etc. 2 654 kI3 2¢ 62 83.C
Tex*ile 337 q i i¢ 2C. S
¥earing apparel 12 17¢ 72 ac 1=1 75,6
Leather and fostvear 1 385 22 il 33 58,9
Wood, ccrck ard furaiture 4 310 k) 84 121 35,6
orintiag, gJlass and re*tal 3 3013 19 23 42 "8.6
Constructior 4 447 20 g2 1cz i4.C
Irade 25_123 628 288 1 cle 24,7
Retail trade 13 373 557 13¢ 8¢ 17.8
Restaurarts 1i 151 78 152 2:in uB8.S
Iraasporct 4 37 z a 74 £3.9
sgrvices 8713 a1 ] 11¢ 21.0
Reoairs 2113 47 27 L 28.6
Qther 6 652 ur ca a 68.0
i 65 276 357 823 1802 6.2

® Fxcludes duildings aad working capital.

(Source: Sethuraman, 1981, 593)

Output and Productivity Measures

Capital Output Ratios

Comparable data on the capital-labour ratio by main activity, as shown in
table 10.2, reveals the dcomination of the manufacturing, transport, service
sectors in capital-output per worker, with 56.6, 55.9 and 51.8 leones per
worker in the respective manufacturing, transport and service sectors, as
against 24.7 and 24.0 in the trade and construction categories.

Captial-Labour Ratios

The value of capital per worker, cepital defined here in terms of anything
other than building (seen in table 10.3), shows an average of 36 leones per
worker with considerable -variations between activities. Amongst the most
captial intensive activities were: manufacturing of wearing apparel (tailoring),
manufacturing of printing, glass and metal (consisting mainly of metal

working enterprises} requiring between 76 and 79 leones respectively while

the least capital intensive was retail trading.

The net worth of enterprises was estimated at 100 leones or less for over half
of the enterprises. Twenty three per cent estimated their businesses as worth
between 100 and 250 leones. A further 14% were valued at between 250 and 500
leones, 8% between 500 and 1,000 leones, the rest ranging between 1,000 to
6,500 leones in value (61)13.




Equipment, where 1t existed, was cheap and locally made by small enterprises.
Fifty per cent of those enterprises owning equipment valued it only up to

25 leones and 14% between 26-50 leones per month, both categories together
peing represented in the trading sector. The twelve per cent owning
eguipment valued between 51 and 100 leones were represented mainly by
nonmechanised transport operators and some service workers. A further 21%
owned equipment valued at 101 and 500 leones while the remaining 3% possessed
capital equipment worth over 500 leones, (the latter mainly in the mechanical
transport, metal manufacturing and service sectors (61).

The informal sector enterprises in Freetown were *hus characterised by low
capital outlays with over 50% empleying capital minimally (only up to 25
leones worth of capital equipment).

Enterprise Earnings

The net return to all samge entrepreneurs was calculated at 88,820 kones per
month or 92 leones on average per entrepreneur, representing the return to
entrepreneurial labour and capital invested in th~2 business. Net return to
entreprenaurs as seen in table 10.4 shows variations between activities
from 47 leones per month in repair services to as high as 247 leones per
month in construction (62).

Table 10.4

Net _pgvepue to tha entfeprepeur py
main activity {Leanes per soath)

Net revenue

Total for the Per
Activity saaple entrepreneur
farofactyring 18 333 L
Pood, tobacce, etc. 3 471 128
Textile 1 198 133
$earing apparel 5 607 78
Leather, footwear 1 o000 45
¥ood, cork ard furniture § qus 120
Printing, glass and metal 1 612 85
constryction 4 949 241
irade 52 136 L]
Retaill trade 35 614 72
Restaurants 13 182 169
Zransport s 937 Pl
2eLviges 1783 89
Repair services 2 231 (¥
Other 5 554 139
All 88 829 22

\Source: Sethuraman, 1981, €™
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Gross,Net Values of Output

The prciuctivity data provided for the informal sector of Freetown ranges
from sales values of products, average sales per enterprise, gross value cf
output per enterprise, gross value added, average gross value of outpu: per
worker.

Forty per cent of all enterprises had sales less than 50 leones per month and

one guarter had sales worth between 51 and 100 leones. These sales characterised
the situation in the trade sector. Another 1/5 had sales between 101 and 200
leones. Twelve per cent of those with monthly sales between 210 and 500 leones
were mostly in furniture manufacturing. Four per cent seliing goods and services
{mainly in transport and construction sectors) sold goods worth over 500 leones.
The average value of sales per enterprise worked out to 134 leones per month.

The gross wvalue of output for total sampled enterprises was estimated at
133,402 leones per month or 143 leones per month per enterprise. The average
gross value of output per person was 77 leones per month or 300 leones per
vear (62) although variations between activities were noted. Gross value
addied, computed as a residual from gross value of output after deducting
expenses from inputs works out as 97,085 leones per month (62) for the

sample as a whole, or 100 leones per month. Gross value added per worker

was estimated at 54 leones per month (62).

Regularity of Work/Working Day

Other data relevant to output descriptions includes the estimated working
hours of enterprises. Two-thirds of enterprises worked between 8 and 12
hours daily, while 273% worked for over 12 hours a day. Those working less
than five hours a day were exclusively comprised of women in small scale
food manufacturing with domestic as well as business responsibilities. The
nours worked by taxicab drivers and tailors by comparison were extended to
over 16 hours a day due to shift systems (56).

Enterprise Data

Over 2/3 of businesses were less than 5 years old, 25% of all enterprises less
than 1 year old. The mean age of business estimated was 2.8 years old. (56).
The study observes from the evidence of data on age of enterprises
that 'It is not clear, however, whether this belated entry into other sectors
is due to barriers of entry (notably lack of capital and skills) initially ...
assuming 'that the older enterprises Zollowed the same pattern of entry as
the recent ones' (67). 1t states that the data on age composition of
enterprises by distribution in trade and manufacturing 'imply that the entry
point for a larce majority of informal sector entrepreneurs is the trade and
repair activities and that many of them manage to penetrate into other secotrs
over time.' (67).

Location of Enterprise

Most sampled enterprises were in fixed locations. Eighty per cent of
enteprises had been 'fixed' in the same area for the previous 6 months or more
prior to the date of the interview while under 5% mainly hawkers and pedda rs.
occupied both fixed and variable locations.

Wage Earnings

The total waqge bili in the sample of entreprises was 4,834 leones for paid
workers, implying an average per person of 11 leones or approximately US$11

per month., The variations between activities ranged from 5,5 leones in trade
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to 13 leones in manufacturing and 27 in construction. The average wage of
full-time workers in the informal sector in Freetown was thus estimated at
somewhat higher than 11 leones per month, and lower than the legal minimum
wage (58).

Average compensation per worker in the non-wage employment category calculated
as a substitute for wage information, was derived from the total expenditure
on non-wage workers (3,431 leones for the sample as a whole) and was estimated
at an average of under 10 leones per month. Half the workers without

regular wages were described as receiving wages in kind covering the range of
regular meals, shelter and training skills relevant to their job. These
workers were seen as dominating the manufacturing, transport, and some service
categories. Twenty-six per cent of those receiving only food and shelter were
seen to predominate in the trade sector where skill learning was negligible,
whil2 11% received food, training and no shelter, with 13% (mainly indigenous
workers) received training only (58).

Related to the wage earnings is the question of employment reqularity. Eighty
rer cent of the employed respondents were employed on a full-time basis; the
remaining on a part-time basis. Of those working on a part-time basis, most
did not receive regular wages and tended to dominate the retail trade and
restaurant activities and to a lesser extent tailoring. The study concluded
that 'manufacturing enterprises take on relatively more non-wage employees,
presumably as apprentices' (57).

Linkages
As described in the study, linkages between the informal and formal sectors
were concentrated in backward linkages for raw materials supply and virtually

absent in access to markets.

Backward Linkages

The evidence supporting these conclusions drawn from the data are as follows:

on the cne hand, the study describing the Freetown informal sector states that:
'... the informal sector enterprises, many of them being in trade, bought

their goods mainly from retailers; 38 per cent from foreign retailers, 6

per cent from large local retailers, 24 per cent from small traders within

the informal sector as compared to 8 per cent from wholesalers; and most

remaining depended on a combination of the above' (63).

The source of raw materials, goods and services inputs for specific activities
such as food, tobacco, manufacturing, manual transport, eating houses were
described as indigenously derived from small traders in 50% of the cases. The
other extreme where 'entrepreneurs in textile manufacture, tailoring and
dressmaking, footwear manufacturing bought materials for their work mainly from
big foreign retailers'(63) was also quoted. Thus fifty per cent of retail
traders, one third of those engaged in repair services and 50 per cent of the
service enterprises, bought mainly from big foreign business enterprises. (64).

sorward Linkages

The conclusion of the data on forward linkages is that:

'In terms of a duality of formal and non-formal enterprises, only

enterprises in food and leather manufacturing and non-mechanised transport
escape the grip of the feormal sector. The rest of the industrial activities
are by their nature closely tied to the formal sector in a distinctly one-
sided relationship' (64).




The Jata on forward linkages suggests that firstly, ir most cases, the

T EFavmmal ~rAamtkAry AE Dyamadmarrmm 10 Alavamabacd rnad lee o s m— - Fm mnm Ve o ~ 3
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that larger enterprises have greater forward linkages (65). This is demcnstrated
in the fact that 81% of enterprises were described as selling exclusively

to individuals and households, while 11% were described as selling their

goods and services to big business (including government agencies, big

foreign and Sierra Leonean wholesaiers and retailers combined}.

According to the study, the data also showed a tendency of greater forward
iinkages for larger enterprises since eighty per cent of one-man enterprises
were described as selling goods and services to individuals and households
'as compared to enterprises having 80, 69, and 60 per cent respectively for
enterprises having 2, 3, 5 and over © persons' (65).

Constraints on Expansion

Amongst the constraints on expansion of enterprises identified in the study
were the amount of business conducted, loan and credit facilities and
markets. The volume of business conducted was quoted as a constraint on
expansion with implications for labour absorption:

'Entrepreneurs are operating in what they consider to be an uncertain
business climate and accordingly consider it unprofitable to commit
themselves to employing more personnel even if for low wages' (66)}.

Only one third of enterprises were reported to have undergone increases in the
volume of business, 30% no change in volume and 34% a decrease in volume of
business.

The activities identified as major areas of expansion (in terms of the number
of enterprises reporting increases in the volume of business were food
processing (35%), wood and cork manufacture (84%), construction (41%), hawkers
and peddl ars and in retail trade (43%), repair services (47%), and taxicab
operators (56%). The study pointed out a further trend that:

'the proportion of enterprises reporting an increase in volume of business
decreases with age of the entrepreneurs and the proportion of those
complaining a decrease tends to rise with the age' (66).

The major portion, rity-two per cent, regarded lack of loan and credit ficilties
as obstacles for expansion, while 28% of the participants in retail trade
identified the lack of sufficient clients as a2 major obstacle. A further 8%
were said to have complained of heavy taxes and another 10% 'stressing the
dominant position of large foreign enterprises as an cobstacle'. Under 12%
regarded non-payment of debts as an obstacle. A further 4% of the sample

were said to be unwilling to expand since 'they refused to, or were unable

to, imagine the problems of managing an enterprise larger than the present

one' (66).

Concluding Remarks

Amongst the conclusias drawn in the Freetown study are the positive correlation
between migration and the size of the informal sector. The study alsc
identifies the manufacturing sector as an area requiring relatively more

capital and skills, yet providing the potential for upward mobility in the long-
term, since given the characteristics of informal sector enterprises:

'The evidence seems to suggest that there is some upward mobility in the
sense that a greater proportion of the older enterprises is to be found
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in manufacturing and related activities requiring relatively more
capital and skills'.

The study shows that whereas the informal sector offers considerable income
earning opportunities, the ease of entry into such activities is
conditioned by the capital requirements of such enterprises amongst other

things. It fails, however, to draw together the very significant differences
within the informal sector itseif.




CAMEROON REPUBLIC: YAOUNDE

I'd
'The Modern Informal Sector in Yaounde' L4 by Erik Demol and Georges Nihan

(International Labour Review, Vol 11, No 1, Jan-Feb 1982, 77-38)

This city level study of Yaoundé, Cameroon Republic, reviews the growth
potential of the informal sector with particular reference to the level of
skill development promoted in the sector. Amongst the data inclued are
estimates of the size of the informal sector in the city, and information on
output and employment which covers capital efficiency, labour productivity,
and earnings for employees in the sector.

Definition

As suggested in the title of this article, the definition of the informal
sector used in this study is limited to the technologically modrrn sector with-
in informal sector manufacturing production. Other than this, specific
aspects of this definition lie unstated in the text.

Sampling Base

This study was undertaken by means cf a census of Yaocunde in 1978, covering
all economic activities in the informal sector apart from building and
transport. The census covered 15,364 enterprises employing 20% of the active
labour force (77-78). Additional information came from a sample survey
undertaken between February and April 1979, which included woodworking, metal
working, mechanical and electric repairs and small scale engineering as well
as tailoring and leather work (77).

The sample survey excluded 79.7% of those enterprises in the commercial sector
and focused on ‘production selected servces and clothing' (73). It surveyed
2,600 entrepreneurs, 150 pertners, 500 employees, 170 family workers with

paid employment, and 3,300 apprentices, receiviny scme cash payment (78).

Size and Sectoral Composition of the Modern Informal Sector

Table 11.1
Loty e it th o nanfenasal seclor i Yaounds'
Tygr 1o s LTI INN Ve, L\;I:“I‘L‘.l _.u.“.] . 3:::11.::‘..‘.” &,‘.I:.‘::;m ::..:i.‘.L,,..' ‘II-“A;ll“,h‘ :.;.f‘:ll‘.‘: '.hyI:..uv. NV TN iy
the uodot
[ RTINS N oenfeoy faho [ IFNTN
Production 535 8o 66 239 7 13 750 2036 447 162 103
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3
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Sinali scale
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pay an appremOceship foe .

(Source: Demol and Nihan, 1982, 79)
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The study estimates the size of the informal sector to be some 20%120f the
active labour force (8l). In table 11l.1, employment in the informal sector
is given according to the three categories of employment in production, services
and clothing branches. Data on the size of the labour force show that
apprentices make up half .of the informal sector labour force'similarly, in
most branches apprentices comprise vp to half or just under half the labour
force within informal sector branches of production, except for services with
60%. Of all three branches shown in table 11.1., clothing is the most labour
absorptive.. Just under half of the total labour force within the informal
sector (3,114 workers out of a total of 6,819 workers) work here. The
apparent non-correspondence between the number of jobs availzble annually per
(main) worker and branch category with the numbers employecd in this sector,
is an indication of the high labour turnover rate.

Output and Productivity

In table 1ll.z, aggregates of a range of 'economic components' of production for
selected branches are provided. Within these branches, wood, metal and
tailoring are said to account for 4% of national total production (81).

As elsewhere (see table 11.3), there is a considerable range in the economic
components described within branches, with certain trends apparent. Thus

'As the capital assets increase there is a rise in the number of workers in
the undertaking as well as in the "capital per worker" ratio' (85). It should
be noted, however, that despite a comparatively low capital-worker ratio, tre
clothing branch has considerable remuneration potential, as seen in the high
level of gross value added.

Table 11.2

Estmation of sc me econumic componants of the modern informal sector 12 Yaounde

Type of activrty Turmorver? Raw matenaly Wage bull? Not irading Grissvaloe Sl hnan g Cupualaschy Capital et worker?
wacd tewabiaf? wdded? Copeuityt R, _

Axciagey Liss

Million francs CFA (1 800h .5
Ay

Frodwon 21320 {11711 1175 0556 yud 7 J98.4 293.7 144.3 623

Woud 1661.7 9098 900 512.4 628.4 Ag42 2355 151.7 655

Mectal 470.3 2633 2715 143.2 176.3 1141 582 120.3 520

Services 12552 7352 763 i53.2 4442 Jilo 145 4 87.0 376

Vehicle repairs 924.) 566.9 60 Y 2422 3128 1837 108 § 94.0 400

Electrical repairs 280 .6 149.7 146 855 104.5 42.5 309 71.6 335

Simall-scale engineesing 505 1.1 0.8 255 272 54 5.9 50.3 217

Clothing 17099 960.0 574 5414 617.2 190.6 1264 43.8 189

! cather 99.9 447 1.8 45.1 482 15.C i3 11.6 50

Cloth 16100 9153 556 4354 569.0 175.0 1331 471 203
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wornshop, the cabonlation Incredore Ukas into account the depro st of e cquipmicnl since it puichie Finslly, e putate Guistiotis weire made Aot €ach o Lose
hiostongt. Plactading wages of the emireprencuc and uittneny * he acll finanusing capanity 1 cqual o the el Londiig ol jdus the oulsde ikoime nunuy €hpibiuic oo

Louseheeping and (he ¢atcnded iy Y including Calicpienculy and pariners SO liant CEA = UdY4 ML

(Source: Demol and Nihan, 1982, 82)

The average capital invested in production and services was 372,300 francs

CFA 3, with the figur~ for -iothing of 97,400 francs CPA. However, about 70%
of enterprires invested less than this value in capital (78). The average value
of capital needed per worker was US3365 as seen ir table 11.2. The range of
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capital-labour values varied, however, between a high of US$655 in wocdworking
to a low of 11S$50 in leather wvorking.

Estimates of gross value added and labour productivity according to vhe value
of capital assests used in prcductive branches are provided in table 11.3
below. As seen here:

“"captial efficiency declines as the capital increases and the increase

in capital per worker (which goes hand-in-hand with the increase in
capital assests) results in higher labour productirity ... Similarly,
profits rise with the increase in resources invested in production,
except for the most cap al-intensive group of undertakings (in both
production and services and clothing) which has a lower yield than

the preceding group. Labour productivity is also lower, indicating that
the investment ir production capacity is certainly not optimal! (85)

Table 11.3

Changus in surne production indicatars with increasing levels of capital

Copuialay et (U framy CFA) Capital ansets’ No of Capital pec Giuss value added ! Capital 1 sbuur No of under-
{0k tranny CFA) winkere'? worker (VUL [rana CFA) cliciensy? procacuvaty? tehing ()
() francs (W0 frency
(1A) {FA)
A B Al [ C:A CbH

Production and services

0-24.9 145 18 8.2 4304 29.7 2426 17.3
17 (1.1) (357.1)

25.0-999 83 20 24.1 5283 109 264.1 324
(20.3) (. (345 1)

100 0-249.9 137.3 3.1 50.3 967.4 9u 309.2 173
(43.0) (1.6) (741 0)

250.0-7499 ARUXY] 4.1 105.1 14101 6.2 345.3 140
(149.9) (24) (791.0)

750.0-1 499 9 b 1S 5.2 208.5 23622 i3 457.2 134
(173.7) (2.1) (1 406.0)

1 S0O.0 and over 11973 6.6 3329 22980 1.0 3148.2 5o
A68.2) +43) (1 207.%)

Together 3723 3.1 11%.1 1 055.3 28 3273 100.0
(581.1) 2.3) (1 029.9)

Clothing*

G-239 16 13 8.2 2442 23.0 188.7 16.0
(11 48) 0.7 (14uY)

280999 NN 1.8 3222 3314 5.1 184.5 s10
(o (1.2) (186.5)

100 0-2499 [RRR L] 504 737.2 4.8 2400 26.4
(i) (t.9) (916.8)

250.0-749.9° N2 43 8y 4 555.1 1.4 129.5 6.6
(123.4) Q.7 (583.8)

Togcther 97.4 2.2 439 439.4 4.5 198.2 100.0
1.y (1.7) (545.0)

(Source: Demol and Nihan, 1982, 86)

Earnings in the Informal Sector

The study states EHat the average weekly incom2 in production and services is
15,934 francs CFA" , and in clothing 6,801 francs CFA with standard

deviations cf 15,312 and 7,169 respectively, which tompares favourably with
the guaranteed inter-occupational minimum wage (SMIG) for Yaounde, 2994 francs
CFA'. (78). 8% of entrepreneurs n production and services, and 16% in
clothing earned less than the legal minimum wage (78). Allowing for training
and experience, 17.3% of production ana services craftsmen, and 39.6% in
clothing received le:. than the wages in the formal sector. (78).
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A combination of wages and other benefits in kind, such as meals, were the
Iorm OIf payment Lor 83.5% Of those considered part of the 735 ‘permanent?
workers category, excluding apprentices and family workers. These workers
earned above the legal minimum wage of 2,994 francs CFA a week, with 50% of
them earning less than the shadow wage in the formal sector (especially
those educated beyond primary school). Lowly paid unskilled workers earned
roughly the same as family workers, while clothing trade workers earned much
the same as apprentices (80).

Regularity of Emvlcvment

In the informal s' ztor working time in the average enterprise was 53.5 per
week, compared to the normal formal sector 40 hour working week. (78).
Entrepreneurs worked an average 110 hours in production, 'With the rest of
the time being teken up by locking for raw materials or clients, organising
the work and the training of apprentices, management (on a somewhat limited
scale) of the undertaking ...'(78).

Lakbour Composition

The labour composition was broken down as follows: 43% of the sampled
enterprises consisted of owner workers alone, while 52% were mixed apprentices
and owners. The average number of apprentices in these enterprises was 2 to

5 (80), with apprentices constituting 82% of tte labour power of

entrepreneurs in this category (8l). 5% of the enterprises had 1.4 family
helpers, 4% employed 1.4 unskilled workers, 8% of the craftsmen were assisted
by 1.9 skilled workers, while under 1% used non-manual workers (part-time) (80).

Markets/Forward and Backward Linkages

According to the study, informal sector enterprises have a share in the
spectrum of income markets, while capturing exclusively some markets (83-84).
According to the survey, 60% of the market demand came from clientele

outside the formal sector, 35% from public sector employees and modern formal
enterprises (83-84) and 5% from modern enterprises and state services. Data
on backward linkages for raw materials showed formal/informal sector linkages
for the majority of informal enterprises. 68% received production goods, 70%
had raw materials and spare parts from the modern formal sector, while only
25% obtained raw materials from the informal sector (84). 37% of the value
added for these entcrprises, however, derives from the informal sector (84).

However, as illustrated in the study, the source of backward linkages as
measured by volume is not necessarily an adequate indicator of the importance
of formal linkages and is better explained in value added by sector source.

Constraints

In Yaoundé, craftsmen's perception of the most serious problems facing
enterprises was given as the lack of capital, or the high prices in equipment.
This was quoted by 85% in production and services, and 80% in clothing. In
addition, the authors' remark that inadequate consideration of capital
depreciation by entrepreneurs limits the overall capital efficiency and

growth  otential of enterprises. This criticism applied to the large majority
of entrepreneurs since only 8.4% of production and service craftsmen, and no
clothing trade craftsmen accounted for capital depreciation (85). According to
the authors, this indicated entrepreneurial shortsightedness.

Problems witbh Employment Data

The categorisation of employment in the informal sector into production, services
and clothing does not allcw for a comparison to be made in terms of

N TC—
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classification intc productive, services and distributive sectors. Among
the problems contributing to the underestimation of the informal sector
was: the exclusion of mobile activities uch as transport and building);
the inclusion of forestry and weaving into the informal sector, although
they are not necessarily infori.al sector activities (8l).

Concluding Remarks

The Yaound€ study maintains that the major congraints facing the growth
potential of the informal sector are internal to the enterprise. Following
from this, it recommends that pelicy support for this sector should
concentrate on the promotion of output efficiency within the enterprise,
rather than on external factors (ie, raw materials, credit supply, etc). This
underestimation of external constraints is, however, likely to be a
consequence of its lack of specific detail in backward and forward linkages
according to the 'collection of production units'® involved in the branch

level of activity (Schmitz, 1982).
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INDIA: CALCUTTA

'Calcutta. Its Urban Development and Employment Prospects' by H Lubell

(Geneva, ILO: 1974)

This Calcutta study is one of the first city studies commissioned by the ILO.
It examines the importance of the informal sector in the context of a
declining metrop: itan economy with (now) over 7 million inhabitants in its
metropolitan area (l1). It focused largely on unemployment and urban
employment creation as suggested by Bairoch (1973) and viewed the informal
sector as a part of the solution to the problem of labour absorption.

Though the document provides a considerable amount of employment statistics,
little of this refers specifically to informal sector. The sparse information
on the informal sector is limited to speculative estimates of overall informal
sector size and the identification of services branch activities.

Definition

In defining the informal sector as a residual category, the study states that
‘metropolitan Calcutta's informal sector is both the labour market of last
resort for those who cannot obtain 'jobs' in the modern sector and an

enormous reservoir of productive skills ...' (88). Operationally, however,
the study relied on the definition of the informal sector as the 'unregistered'
r 'unorganised sector'. Identification of this sector was in fact limited to

the transport, trade and services sectors.

Sampling Base and Measurement

The data base for aggregate sectoral size drew on such sources as sample surveys
of households and the registration records from the Natiornal Employment

Service employment exchanges. Other sources included the 1961 and 1971

census data, a variety of surveys on employment, including that of the 1953
Indian Statistical Institute (46); S N Sen's The City of Calcutta: A

e

Socio-Economic Survey, 1954-55 to 1957-58 , (Calcutta, Bookland, 1560) and a

1959 swrvey by the West Bengal State Statistical Bureau.

Size/Sectoral Composition

A distribution of earners in Calcutta is presented in table 12.1 below. Witliin
this distribution, the study identifies unskilled services workers in the
informal sector:

‘One-third of the working population consisted of unskilled manual workers
carrying out all those low-productivity tasks that keep the city moving,
eating and as clean as it ever is - cooks, domeslic servants, watchmen,
peons, bearers, sweepers and scavengers, rickshaw pullers, porters,
washermen, gardeners, wastepaper collecters, etc. (M)ost of ... (whom) ...
form part of the informal sector' (47).
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Table 12.1

GCostr:hution of earners in Calcutie ¢imy by ©ccupanon 1953 56 195758

[CONLFHE ) W cighted
[ 2142 ¥ .4
of years
(per cent)

Non-technical exsoutive: higher. . . . . e e . o 15

Muragers, directors, managing agents, secrefaries . . . 0.8
Magistrates. police superintendents, commissioners, hlgh ofﬁu.xlx of private
firms, heads of departments . . . . . . . . L. o T, 0.7
Non-technical executivezlower . . . . . . . L o . L. L Lo 2.1
Technical and professional: higher . . . . 26

Accountants, auditors, barnisters. advocalcs solumrs engineers, pllol ofﬁccrs
medical pructitioners. coliege and university teachers. artists. painters, musi-

cians, photographers 2.6
Technical and professional: lower. 3z
Compounders, vaccinators . e e 08
Non-qualified medical pramuoncrs nurscs, school teachers, mukiears and
peskiars (municipal court ofcials), batliffs. survevors, draughtsmen, contraciors 24
Ministerial: technical 27
Typists. stenographers . 1.3
Accounts clerks, telephoac opcralors lc]cphonms 14
Ministerial: non-technical 8.7
Clerks, assistants . 8.2
Cashiers, time keepers . 0.5
Skilied manual . . 18.5
Builders, plumbers, masons, c.zrpentcrs 3s
Turners, grinders, drillers, moulders, smelters, smuhs 48
Drivers, potters, engineers, jC“C"CfS watchmakers. bookblndcrs radlo mcchamcs
electricians . .. L . . o L3
Tailors . . . . 21
Facton workers 28
Unshkilled manual . 33.7
Cooks. domestic servants 8.8
Darwans iwatchmen.. peons. thlm 7.6
Sweepers and scavengers . 1.3
Rickshaw pullers, handcart pullcrs and dmcrs 40
Portery R 7.3
Washermen, co“ﬂcr hz hers . . 44
Afuliv (gardencers:. wasie paper coHc;lor‘. hm (cn:arenlc) makers 0.3
Traders . 3.
Rerail propne(ors 9.0
Shop assistants, sales-ncn 54
Brokers and auctioneers . . 20
Wholesale proprietors, cansassers, commcmal agems . s
Street hawhers . . . o 36
Urcarned incame receivers . 2.
Micceliangou 14
Begears. prostitates. pC'<0n~ Of quunona“slc llvcllhnod 1.4
Total . . . . oo e e e e e e e e e 100.0

Source Sem The ooy of (aicut.a 0F QL pp 6549

(Source: Lubell, 1974, 50)

By comparison, the 1959 State Statistical Bureau report (Calcutta, 1966) estimates
unskilled manual workers in the Calcutta industrial area labour force at

15.9% 'including occupations not reported' as a speculative allusion to the
informal sector presence (48). Table 12.2 provides a distribution of

persons at work (other than cultivators) by economic and occupational group

in which 'the entire househcld manufacturing form part of the informal se~:or’

(46) but which in itself is very unrepresentative.
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Takle 12.2
D stnbution of persons a@ work (other than cultivaiors) by ecutum sCeror
and by accupation group in urban West Benga' and Calcuttl ii.dusinal regica
according to 1961 population census
Catcgon Number ('000) Per cent o
I'rbln Calcutta Urbar Caivuta
W st mdustrial W st [LRRINEST Y]
Bengal region Berngal rep.n
Total persons at work
(other than cultivators) 2 906 2416 1000 1000
B economic sector:
Mining. quarnving and activities
related to agniculture 29 13 1 0.6
- o a
Household industry 67 37 2 1.8
Manufacturing tother than
household industry) 983 933 338 386
: F -
Construciion 92 69 3.2 29
-
Trade and commerce 583 468 20.1 19.4
Transport, storage and
eati 7
communications 304 238 10.5 9.7
Other services 848 661 292 273
By occupational group -
Professional, technical and
related workers 173 . 5.9
Administrative, executive and
managerial workers 106 . kX
Clerica) and related workers 345 .
Sales workers 479 . 16.5
Farmers, fishermen, hunters,
joggers and related 27 . 0.9
Miners, quarrymen and related
workers 4 . 0.1
Transpor: and communication .
occupations 151 s2
Craftsmen, production process .
worhers and labourers, n.ec. 121 . 41.
Service. sport and recreation .
workers 3R6 132
Workers not classifiable by
nccupation 26 0o

Source: Census of Indic. 1961, Vol 1: Iad:a. Part TI-B (1) General economus 13hier (New Delh. 1960, pr 525-552,
and Part 11-A ' L mon primar) census abstroces. pp 168-171.

(Source: Lubell, 1974, 52)

The study estimates that the registered employment statistics only cover two-
thirds of the working population in West Bengal and Metropolitan Calcutta (46).
Due to the fact that 'Information on organised transport, trade and services
is sparse and is almost non-existent on the unregistered parts of these

1

sectors ... (93) the study speculated that almost one third of the urban
labour fcrce in these sectors could be classified as the informal sector.

Data Problems

Foremost of the limitations of the study's operational definition of the
informal sector as the 'unregistered' sector was its consequent underestimation
of overall infcrmal sectoxr size. Operationally, this definition appeared to

be an insufficient means of identifying the manufacturing sector in particular,
thereby limiting its sectoral description of the informal sector. The study
itself alludes to the problem of data collection in stating:




'Information on the unorganised or informal sector of metropolitan
Calcutta's urban economy is at best obtainable only indirectly. It is,
for example, possible tc estimate employment in the informal sector
from census data or from household survey data, but only as a residual
between the census or survey aggregates and administrative data
obtained on a regular basis directly from enterprises and government
entities. By their nature, the constituents of the informal sector do
not lend themselves to direct quantification because of smallness of
scale, lack of formal registration or licensing and cf ten the lack of a
fixed place of activity' (25).

Concluding Remarks

In this study, the elusiveness of the informal sector is demonstrated at its
best. One of the limitations was the lack of reliable statistics. Beyond
this, the serious definitional and methodological limitations in the existing
statistical figures (including those stemming from varied secondary sources)
makes the data wholly unusable.
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PAKISTAN

‘Pakistan’'s Informal Sector' by Stephen Guisinger and Mohammed Irfan

(Journal of Developing Studies, July 1980, 16(4)) pp 412-426

Introduction

The city level data within this country-level study draws mainly from
Rawalpindi and urban Punjab (including Karachi). The growth of the informal
section is described there both in relation to macro-level aggregate demand
as well as micro-level organisational determinants. With reference to wages
and employment growth in Pakistan's informal sector between 1960-75, the
study demonstrates that the diameters of the informal sector tertiary sectors
growth potential are not limited to absorption capacity, but can extend
into sharing in the overall growth of the eccnomy (as measured by wages
increases).

The paradox of real wages growth in a labour surplus economy is explained in
the trickle down of growth benefits in the 1960s from thriving agricultural
and large scale manufacturing industries to other sectors; meanwnile, the
limited income differentials between the formal and informal sectors is
explained by mobility ketween these two labour markets (412). Included in
the data provided is information on money, wages and real wages growth rates
in selected formal and informal sector occupations and the distribution of
workers in this sector.

Definition of the Informal Sector

The study uses size as the main criterion differentiating formal versus
informal sector activity in a dual classification of non-industrial
establishments with fewer than 20 workers, and industrial establishments
with fewer than 10 workers (413). Unlike other studies, the Pakistan case
study does not seem to isolate income as c¢.1 implicit defining criterion. As
a result it found a large number of informal sector workers in the 'finance
and insurance' industr group ('primarily independent agents who may work in
association with formal sector establishments ... but are not strictly
employed by them' (415).

Sampling Base and Measurement

The data base is drawn from a combination of sources including the PIDE survey
drawn from the information gathered on 1,500 =2arners in Rawalpindi, and census
information assumed from household surveys. Detailed descriptions of the
sampling bases and techniques of measurement empluyed and derived from these
surveys for the purposes of this study were not available. The s*udy, however,
refers to a detailed deszription of the FIDE (Pakistan Institute of

Development Economics) s'irvey in K Hamdani, (1977) 'Education and Income
Differential: An Estimation for Rawalpindi City', The Pakistan Developmer.c
Review, Summer 1977. -

Size/Sectoral Composition

As shown in table 13.1, a sectoral division between the formal and informal
sector is made inty nine sectors. Among other size estimates of the informal
sector is that of urban Punjab prcvince, with some 70% of the labour force
concentrated mainly in wholesale retail, and hostel, community and social
service cateqories (4103) .




Table 13.1

INDUSTRIAL DISTRIBUTION OF EMPLOYMENT BY FORMAL/INFORMAL CATEGORIES.®
PAKISTAN 1972-73. (vmBan) (000) peRSONS.

Secroral
Percentage  Employment
Total Distribution  as Per cent
Employed Formal Informal Formal Informal of total
(6} 2) (8)] 4) (3) ()
1. Agricuiture 376.9 ot 376.9 0 100 9.06
2 Mining 66.57 15.5 50.93 23.28 76.72 1.60
1. Manufacturing 759.93 497.1 262.83 65.41 34.59 i
4. Construction 287.03 59.30 221.13 2065 79.34 6.90
5. Wholcsale & Retail 946.92 10.80 936.12 1.15 98 85 2n
Trade & Hostels, etc.
6. Transport 345.59 133 20 212.39 38.54 61.46 829
7. Finance Insurance 9636 31.10 65.26 3228 67.72 231
& Retail Estate
3. Community & 1.21s 530 20 67095 H 61 5839 29.05
Soczial® Services
9. NEC 78.15 3.0 7518 384 96.16 1.90
All 4.168.59 1.290 3 287829 5095 69 05 100.00

Scurce: Col. (1) *Housing, Eccnomic and Demographic Sur.ey 1972° by Central

Notes: ' Establishment enquiry reported 57,000 employees in the Agriculture formal

Statistical Organization (Unpublished).

Col. (2) *Establishment Enquiry 1972-73° Statistical Division. Ministry of
Finance. Planning and Development, Government of Pakistan.
Karachi (Undated).

Col. (M = Co. (D — Col. (2.

sector, bui on perusal of the List of establishments for 1973-74, 1t aas found
that ‘formal’® agricuiture consists mostly of government agriculture exten-
sion services. honce thev are included in community and social services: the
rest of agecuiural cirployment 1y treated s informal.

S Lieetricny, Gas and Water sector is included in community aad social
services.

* Formal Sector pertains to establishments having emplovment size of 20 or
more workers in the non-manufacturing sector and 10 or above in manu-
facturing.

(Source: Guisinger and Irfan, 1980, 113)

The employment status of informal sector workers by age for Rawalpindi
informal sector is provided in appendix 28, which concludes that the ratio
of self-employed workers in the informal sector rises with age. (PIDE survey

1975)
Earnings Data

In table 13.2 below, a cross-section of wages in the informal sector is
compared to formal wages for skilled industrial labour and public sector
workers in Rawalpindi (1959 and 1975). As shown, the wages in the formal
sector are generally higher, althoughwges for taxi drivers compete

favourably with those in the formal sector, With a decline over time for
real wages for most of these informal sector occupations (except for cooks)
(see table .3.3).
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Table 13.2

WMAGES BY OCCUPATION

KAW 21 1IMINDI

1959 1975 Index Index of
Primary Afonthiy Number Nunber Monthly =2 Ca’r:xymjer
‘ . ‘uge sv = rice
(e non B uge 1) m Wage (194 rices _
”(‘"‘(,n:.“;r‘ ’ Survey Sumple 110) (1959 00 = 1000 67
'”;‘;’”:‘;r“(“n' 45 66 837 X1 292 442 :l; l;?
1 ‘-\" 7 79 106 1.775 42 260 248 ; I 19
J.“\‘r\ 53 (LY 1.037 1? 1y w7 _}l; ‘3.’
{ K ' 3
1 n‘::r\g:s!h: Scrvants 54 :7 l_(»l: ] :L 4:;(; Z}t;(“l .‘l” 105
Tongawallas/Taxt Drivers 9N R} I_h_s : o _:77 N &
Laundercrs (Dhobies) g;: ';7’ ;(l); . .’M o 1 s
Shers 2 2 2% 26 5 !
P 80 75 137 1" 285 180 17 120
obhlers h
Formul Sector . . - . . 1
S kR 22 17
Industrial Laber (Shilied) .- 1; “ 3«14- I pod o e '

Government Cimil Senvants — 2

Scnrce For 1959 60° Socio-Economic Survey. Rawalmindi, 1959
For 1978 Rowelpindr Survey, PIDE, 1975

indi” g ' SCL ‘ernment
* | nusualiv large number of civil servants due to Rawalpindi’s use ay temporary scat of central gove

(Source: Guisinger and Irfan, 1980, 418)

Table 13.3
RAWALPINI - INJORMAY STCTOR W AGES
(Selected Occupations 193% 00, 1970, and 1974
(R~ Per Monthy
’ Occnpation AMoney Wages Annual Growth Rates
IEALNAZ J970 j974
June June Money Weges Real Wages
1674 1974 1974 1970 1974 1974
oier mer over over over over
Juse 6/ JEIC 60 1970 JEALNYY 195900 1970
Barbers [ T A1 T C 76 9.8 26 08 -3.0
Caepenicr ul RTE] a0 155 1413 07 16 1.0 -32
Cook 6! 100 175 ‘2 T4 150 F2 1.1 0»1
Masorns 103 UKD 60 4S 1.4 107 102 62 —-32
Unakiiied Lubors ol 200 A 12 122 107 85 5.1 -32
Presser i Tausudny 77 150 23 6 ¢ 28 1.4

! N3 1.9
Nevree 1989 00 Sociod conomie Survev of Rawalpinds, €SO, 19584 )
1976 and 1974, Wapes of workers m the organized industral and infornisl sector. 1970 74 Planming Cammission, Pakistan

~21

N Barbers wages far 1970 and 1974 are unadjuded for food and acconmnodation

Waee for Carpenters and Masons unadjusted for accommodition, tes and Rs $00 as annual bonus for 1970 and 1974,

Wares for unshilled worker are unadjusted for accommudation. tea and R 200 annual bonus. Besides the wages reported for

1970 snd 1974 are for unskilled worker 1n construction establishment, but for 1959 60 it is ‘unskilled labor’ as general category.

3 Prewee:r an Laundes . the wages reported for 1959 60 are for washerman/dhobies )

S Jor 1970 and 1974 the wages arc averaged aver the two establichments for all occupauons. The establishments are in the
mformal secior, 1e . emploving less than 10 persons

|
3

(Source: Guisinger and Irfan, 1980, 420)

Earnings data for informal sector occupations as against formal sector wages
of a weaver in Karachi, table 13.4 shows that mason, carpentry and brick-
laying occupations absorbed most real wages growth, as seen in three
comparative time periods, 1959-70, 1953/69-74 and 1970-74. Though many
informal sector workers earn below the formal sector wages of a weaver {eqg,
cooks, bearers, laundry workers, barbers, unskilled labourers), a number of
informal sector workers earn comparable, if not higher, wages. Similarly, the
real wages growth rate for the informal sector occupations in Karachi, though
varying widely, is often higher than that in the formal sector, as shown in
the comparison between informal énd formal weaving activities (see table 13 .4).
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Table 13.4
S ARACHY - IMNEOLMaAl RO WACES
195960, 1569-7C and 1974-75
(Selected Occupations) Rs Per Month
MONEY WAGES ANNUAL GROWIH RATLCS
‘ Real Wages Growth Rate
June
June June June June June 1974
1970 1974 1974 1970 1974 over
June June over over over over over June
O cupation 1950-60 1970 1974 1953 60 195966 1970 1950-60 195960 1970
Saled'Shop Assistant 85.25 237.50 38300 | 107 1.1 127 6.6 41 -19
Cook 71758 200.00 327.50 99 10.9 130 5.8 38 -1.0
Bearer 64 00 90 00 162.50 is 69 12.5 -0.5 01 15
laundn Workers £1.75 170.00 295 00 1.6 9.6 147 35 27 03
Harber §2.50 135.00 275.00 5.0 9.0 19.4 1.1 20 45
Carpenter 112.00 90 00 1,037.00 13.2 17.1 28 39 97 11.7
Mason 116.75 468 00 843.00 149 15.2 15.9 10.5 78 1.4
RBncklaver 9075 464.00 843.00 17.7 17.2 159 133 9.9 1.6
Unskilied Labor 69.00 117.00, 321.00 54 11.6 29 1.5 45 12.7
FORMAL SECTOR
Weaver 9528 200.50 344.50 6.5 9.7 14.5 37 27 0.2
< e For G580 The Peocle of KRARACHI - ! CONOMIC CHARACTERISTIUS, G M Taroug. PIDL. July 1966 ' 7
For June 1670 and June 1674 “Wager of workers in the organized indusirial and informa’ sectors 197%-74° Planning Commssion. Pskistan
(\. l::nr: ! The reported wage 1s median of personal income for sll occupations
(. lumn 2 sné ! Average wages of two estanlishments in the informa; sector.
f:e | For saies shop assustan: the comparahle 192460 category is 'oth(tr sales wor ery
- < Jjusted for boards nd lodgin cilities
::- i.;nrjlaz:;r:‘::iii: ’;;I}; ’J.’\ 'eocc:;u::nl :nl:::r; is wn.he:m:n and for other yeans it 13 presser in drycleaning establishments of employees less than

tre R )
kow & Unen:lied laher refer t¢ those emploved in construction firmy ir informal <ector for 1970 and 1674, srd to l'nc'."' unskilled labor in 19%9—60
Kow I For wesvers' wages for 167 and 1074 derived from the arverage wagey reporied ir (wo largevize textile mills wages are not sdrusted for noo-cash

bere*:s line medios’ fac:hities ar. the providert fund contrinution Ths “eported wages. however. tnclude all cash sllowsnces including boous. For 1955
& wesie ™ (ncude workhesy o botr the formal and informa’ seciass
*(ov of heving inder for inCuvrial worae: v 147 for June 1970, 2490 for June 1-73 with 10%G6h = VOO

- (Source: Guisinger and Irfan, 1980, 419)

Data Problems

The irregularity of data collection in the informal sector and fragmentary
evidence on wage trends for this sector limted the accuracy of the data on
real wage growth rates and the conclusions drawn from it.

Flaws in Definition

In contrast to the ILO's informal sector definition, the study does not

screen the ISIC classification for irrelevant urban informal sector
employment categories (eg, mining and utilities, agriculture), preferring to
use these adaditional categories as explanatory variables for labour absorption
in the economy. Additionally, the study does not discriminate between self-
employed, salaried employers and casual workers. Because of this failing, the
gap between formal and informal sector wage distinctions may or may not have
been underestimated or misread.

Concluding Remarks

The Pakistan study tries to demonstrate empirically that the informal sector

can benefit from the gains of economic growth and therefore compete

favourably with the formal sector as a means of poverty alleviation and upward
mobility. While the study posits this as a conclusion specific to the Pakistan
context described, it would seem that the expected differences between the
informal and formal sector are overdeterministic. At the same time, the problems

wWwith data measurement instruments would seem to limit the certainty ol this
assertion,
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INDONESIA: JAKARTA

'Occupational Mobility and the Informal Sector in Jakarta' by Hazel Moir

in The Urban Informal Sector of Developing Countries , ed S V Sethuraman

(Geneva, ILG: 1981)

Introduction

In the context of Jakarta's reputation as one of the fastest growing cities
in south-east Asia (with a rate of population-growth in 1971 of 12.8% (109)),
the study positively views the informal sector as a source of upward mcbility
in relatively adverse circumstances.

Definition

The Jakarta study identiried the informal sector through household clusters.
Of the 7 ILO characteristics, only 2 characteristics, that of unregulated and
competitive markets, were clearly identifiable. However, only the latter
was used as an exclusive characteristic, based on respondents' complaints of
competitive market conditions (118); whereas the unregulated market
characteristic was abandcned as an exclusive criterion with the inclusion in
the sample of registered enterprises.

Sampling Base and Measurement

- The sampling technique invclved a four-stage sampling frame, identifying the
informal sector through household clusters (27). The sampling base accounted
for 5,359 participants in the informal sector either as heads of enterprises,
paid or unpaid labour (110). A direct consequence of the sampling procedure
is the underrepresentation of family labour and women's participation in the
informal sector, putting female participation at only 25% (110) when:

'Data collected from 4,364 heads of households suggest(ed) that the
population in them is evenly divided between males and females' (109).

This would seem to be a consequence of the undervaluing of women's work,
following from the restriction of ‘the question of wage payments to wage

earners only' (114).

Size/Sectoral Composition

The study estimated the size of the informal sector as comprising almost half
of the employed population of over 1 million in Jakarta (109). The data showed
that 90% of informal sector participants are concentrated in 2 occupational
categories: 63% in sales and 28% in productionr (112). Although the survey
collected data on manufacturing, construction, trade and services categories,
the size of distribution between the cateqories was not given. 'Only 10% of the
informal sector enterprises in Jakarta had workers in arldition to the head of
the enterprise' (115). of these, 3/4 had between 1 and 3 workers in addition

to the owner. However, the average size per enterprise was 1.23 (out of a sample
of 436 enterprises, there was a total workforce of 5,802 persons, including the
head (1'5): 8l% (or 4,367 persons) of the sampled participants were hearls of
enterprises, making 1 out of 5 paid or unpaid workers (119)). Only a quarter

of sampled participants were women (110). The median age of participants was
between 35 and 39 years, with only 18% of the sample under 24 years of age,

and 25% above 44 years (110).
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Output

Output comparisony between enterprises as measured by gross value added per
worker, varied considerably. Whilst the study found that 28% of the
enterprises had a gross value added per worker per week of over Rp 15,000

(or US$36), the median value was round Rp 7,000 (or US$1l7 per week, or US$

800 per year), three times the annual per capita income of US$240 in 1976 (116).
Because of the high incidence of single person establishments, the net reurn

to heads is also put at Rp 7,000 per week (116). The average value added per
enterprise was Rp 8,448 (or approximately US$2]1 per week).

Based on estimates of the size distribution of t*e informal sector (41% in
informal se~tor) and estimates of average value added per worker per year,
the stud._ roximates a generation of US$ 400 million in gross value added
in the m:a 70s, or 30% of the US$ 611 million regional gross domestic product
in 1971, described as 'exclud(ing) much of the income generated in the
informal sector' (117).

Enterprise Data

The age distribution of enterprises was given as 10.6% under a year old (during
the year precedina the survey), with a 'gross annual birthrate' of informal
sector enterprises of 12%. Age of enterprises distribution was as follows:

21% between 1 and 2 years, 30% between 2 to 5 years, 19% between 5 to 10 years
and 20% over 10 years (115).

Due to the high proportion of trade enterprises, over one-third of the sampled
enterprises did nct have a fixed locaticn. Half of those in variable location
were in trade (as hawkers), a quarter in transport and 6% in manufacturing (114).

Earnings

From the data collected from 200 enterprises, the average daily wage paid to
workers ranged from a minimum of Rp 468 to a maximum of Rp 611, with higher
minimums and maximums in manufacturing. The median daily wage was Rp 500
(US$1.25), and assuming an average of 25 working days per month, the average
monthly wage was put at Rp 12,500 {116). Overall, then, the range of workers
earnin~s was confined to fairly narrow limits in the informal sector. By
contrast, the median earnings of_ entrepreneurs was put at twice that of the
workers' median wage (ll6),/38% %ggeggarily a sufficient means of income,
since, however, 'only a few wage workers seem to earn incomes comparable to
the minimum in the formal sector' (116).

Cunly 13% of enterprises 'were subjected to seasonal fluctuations in hours

of operation' as against 74% who had fixed hours of work. In the latter group,
the number of hours worked was 9 (115). One third of male earners received
wages on a daily basis; 29% on a weekly, and 18% on a monthly basis. Of the
wage earners, over half of the males, 2/5 of the female participants, worked
for over 8 hours a day (114).

Occupational Mobility

The concentration of informal sector participants in 2 groups of activities
demonstrated little inter-job mobility. But the length of job tenure suggests
for both males and females 'there is a considerable amount of labour turnover
among the wage employees in the informal sector' (113). Thus, only 40% of

male wage earners held current jobs between 1 and 2 years, 18% for less than i
vear. Corresponding figures for female wage earners showed 47% of them to nold
their job for less than a year and 37% between 1 and 2 years.




Linkages

1o relation to linkages, the study diminishes the importance of informal
sector/formal sector linkages (117). 1In terms of backward linkages of raw
materials purchase, 50% of enterprises depended cn small enterprise sources
and a further 22% to other sources. The study found that forward linkages
were predominantly to ccnsumer markets, with 87% of enterprises selling

goods and services exclusively to households and the remaining to other small
enterprises and households. (117).

Growth Constraints

The study reports 3/4 of enterprises faced with constraints ¢ expansion.
According to the subjective appraisal ©f respondents, 30% identified lack of
demand, 35% lack of capital, as constraints, while government policies and
lack of premises were cited by only a few enterprises (118).

Conclusion

Apart from its data limitations, the siludy describes several distinguishing
features of the Jakarta employment problem - a high degree of labour force
growth and corresponding high proportion of informal sector labour absorption,
characterised by competitive market conditions. V¥hile the informal sector

of Jakarta offers job mobility in the sense of supporting a fairly sizeable
informal sector labour force, the competitive labour market conditions
ensure that at least for the majority of wage workers or the self-employed,
job stablility is short term. Neither does the level of earnings in this
predominantly tertiary (distrbution) sector seem to secure much scope for
income mobility.
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PHILIPPINES: MANILA

'The Manila Informal Sector: In Transition?' by Gonzalo M Jurado, et al

in The Urban Informal Sector of Developing Countries, ed S V Sethuraman,

(Geneva, ILO: 1981)

Introduction

In the context of continuing internal migration, this city level study looks

at the role of the informal sector, particuiarly in terms of its importance

'in absorbing labour and bridging the income gap between the urban and rural
incomes' (121). Though the study did not offer size projections of the

irnformal sector and its sub-s3ectors, it did provide estimates of the proporticns
within various sectors (in manufacturing, transport, services, trade) as well as
output and productivity measures (value added, and earnings levels of workers).

Definition

The derivation of the data from national census statistics in this case made
the study operationally depe.adent on the size critemon of under 10 workers per
enterprise as a means of identifying the informal sector.

Sample Base and Measurement

The sampling frame used in this study 'relied on a readily available sampling
frame of small establishmerts (under ten workers) compiled by the National
Census and Statistical Ofiice', originally in 1972, in addition to 'new
enterprises that were added to the list between 1972 and 1975' (27). From
this list, 3,500 enterprises were selected according to a stratified, simple
random sampling nrocedure and surveyed Irom March-May 1976. The sampling
procedures, however, ’ed to a biased representation of activities operating
in a fixed location, with over 95% of sarpled enterprises located in
permanent structures (122).

Size/Sectoral Composition

The sample distribution in the study revealed 'the overwhelming impo%tance of

trade activity in the Manila informal sector' (121). 71% of sampled activities
were thus in trade, as compared to 15% and 12% in the services and manufacturing
sectors (121). The informal sector, comprising 2,492 enterprises, therfore

correspondingly supported the largest section of the labour force, with 7,600
wor'iers including the owner, on average with 3 persons per enterprise (131).
The services sector included 535 enterprises providing employment for about
1,700 persons. The average size of the enterprise was 3.2 persons per
enterprise, while the median size was 2.25 persons per enterprise. Enterprise
size was typically varied in this sector: 'only a quarter of the total (number
of enterprises) were single person units; 20 per cent each had two and three
workers; 13 per cent had four persons; and the remaining 22 per cent had five
or more persons' (135). The manufacturing sector in the sample consisted of
402 units, employing about 1,566 persons (with close to 4 persons per

enterprise including the owner) (122). The transport sector occupied only 53
units within the sample, providing employment for 127 persons {(excluding owners)
(129)

A branch distribution was provided for the manufacturing and transport sectors.
Within the manufacturing sector, two-thirds of the enterprises were in the
textiles, wearing apparel and leather products branch (excluding footwear);
1% in food processing, 67 in wood and related manufacrturing, and a further 8%

tn metalorelated manufacturing (121) . In the transport sector, the sample




included 20 Jegeppey orerators, 15 motorised tricvcles, 8 calesa operators,
and 10 freight truck operators.

Labour Structure

While some degree of variation in the labour force characteristics within
these sectors existed, there were some similarities. Over half of the

sample enterprises in the manufacturing sector, for example, 'did not have
any employees at all', while over one-third of the 90% workers employed on

a full-time basis in this sector were females (122). In transport, 96% of
the operators were males and similarly, 'Most of the workers (83 per cent)
were employed on a full-time basis (40-50 hours per week)' (129). 1In the
services sector, 82% were wage workers (or 1,050 persons) and the rest uvnpaid
family workers. Of the wage workers, 64% were males and the rest females.

In the trade sector, '58 per cent of the enterprises did not have any wage
workers; and 12 per cent each had one and two workers. These figures imply
that on the average, an enterprise had only one wage worker , 90% of whom
were employed on a full-time basis, and half of whom were females', indicating
that female participation in wage employment in Manila is 'higher than
elsewhere' (131). At the same time, however, the :study notes that 'The
overwhelming importance of unpaid workers, almost all family members of the
owners, suggests significant underemployment; not all of them are fully
occupied for the whole duration of the working hours. It also explains the
unusually long hours of business ..."' (131).

Capital Usage

Capital assets (excluding land and building costs) in the manufacturing sector
varied from 50 pesos to 150,000 pesos, with an average of 8,000 pesos per
enterprise (123). The average value of capital investment for enterprises

in the transport sector were estimated at 28,000, 10,200 and 4,000 pesos for
jeepney, motorised tricycles and calesa vehicles, suggesting 'an incredibly
high gross rate of return on capital ... (which, however) ... is somewhat
exaggerated owing to the exclusion of assets in the form of buildings and the
like at least for some enterprises and the assumptions regarding capital
utilisation' (130).

Appendix 32 gives a distribution of enterprise by size of fixed capital owned,
varying widely from O for 25.3% of the enterprises, to 15,000 for 7.5% of the
enterprises, with respective mean and median values of 3,000 and 700 pescs
per enterprise (132).

Output and Productivity Measures

Estimates of gross value added per week for enterprises within the manufacturing,
trade, transportation and services sector are presented below in table 15.1.

The wmedian value for gross value added per week per enterprise is given at 260
pesos, average 425 pesos. Thus, 'Taking the average of four workers per
enterprise these figures imply a weekly gross value added figure of 65 and 106
pesos per worker respectively (or 11 and 18 pesos per day, assuming a six-

day working week). The average labour productivity would thus secem to exceed

the legal minimum daily wage of 10 pesos' (124).




{(per cert)

Grcss value added asafacturing Trade Transportation Services
{in pesos)

fotal l10cC.C 10C.C 1c0.0 100.0
Onder 50 17.9 27.8 2C.% 20. 6
51 - <S5 1c.0C €. € 5.0 10.1
100 - 1u¢ g.C 6.9 9.0 s.C
150 - 1¢¢ 9.0 6e3 5.6 6.7
208 - 2¢€9 1c.1 €.3 7.¢% 5.7
300 - 3¢9 8.0 5.7 Q.0 7.3
800 -~ €99 11.9 G,2 7.5 Bed
600 - 799 6.2 5.1 4,5 6.7
602 - cc9 3.2 3.4 3.0 5.0
1 00C - 1 &9¢ 5.7 6.2 4.5 6.4
1 500 ard abpcve a2 14,4 19.4 11. 8

(Source: Sethuraman, 1981, 124)
With reference to manufacturing, the study states that:

'The manufacturing enterprises seem to compare favourable with their
formal sector counterparts in terms of efficiency' (141).

Appendix 33 provides a comparison between 'value added and employment per
unit of capital' invested in the Manila informal sector as against the
organised manufacturing sector in the Philippines. In relation to this, the
study makes three observations:

'First, the data for the organised sector in the country as a whole
suggest a trade-off between employment and value added as the size of the
firm is increased: while the smaller ones generate more employment, the
larger ones contribute more varue added. Second, the data based on small
and medium industries survey in Manila suggest that employment and value
added per unit of investment are comparable to the fyjures quoted for the
Philippines as a whole. Third, ... the evidence from the informal sector
survey in Manila suggests not only more employment but also more value
added, for the same amount of investment, than the organised sector' (124).

Earnings

The study provides estimates for sectoral wage levels. In the services sector,
the average daily wage was 9 pesos (or 2,700 pesos per year, assuming 300 working
cays per year) (137)., Median and mean earnings of entrepreneurs in this sector
was 150 and 318 pesos per week respectively (137). The average minimum and
maximum wage paid to females was 7.96 and 10.83 pesos per day lower than the
8.37 and 12.21 paid to males.

In the manufacturing sector, a large majority paid wages to male workers below
the legal minimum, with women paid even less than the men. In comparison to
the formal sector where the averaage wage was about 7,917 pesos per year (or
14,000 pesos per year in 1976), workers in the informal manufactuving sector
receive less than a quarter of their counterparts in the large es sclishments.

In the trade sector, the average wage for males was 3 pesos per day and somewhat
lower for femiales. The mean and median woekly carnings of transport workers
weye 100 and 700 nesos respectively (129) . As for the entreprencurs or the

owners of vehicles, the average net return per week per enterprise after meeting
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operating costs (including payment to wcrkers) and maintenance expenses was
301 pesos for Jeepneys, 145 for tricycles and 126 for calesas (129),
indicating some return on their capital.

In sum, 'Most of the heads seem to earn incomes substantially above the legal
minimum wage of 10 pesos per day (say two or three times the latter). But a
majority of the workers seem to earn a daily wage below the legal minimum;
though the average is around the legal minimum in manufacturing and transport
activities, it is significantly lower in trade and services. Females tend to
receive a lower wage than males ...' in addition, '... a large majority work
full-time, longer than eight hours a day and six days a week® (141).

Linkages

The relative importance of formal/informal backward and forward linkages for
the respective sectors of the Manila economy is summarised in tables 15.2 and
15.3 below. Most enterprises depend either exclusively or partially on other
small enterprises for their goods requirements. (Just under 40-45% for
manufacturing, trade and services and just over 70% in the transport sector(s)).
The high proportion of backward services linkages in the transport sector
resulted from what is called the 'boundary system' (the leasing of indigenous
transport vehicles). Most of forward market linkages were directed towards
households and individuals (140), the majority of whom were found in the
middle income bracket; consequently, this put *the informal sector in
competition with the formal sector' (142), mainly directed towards consumer

markets. |
Table 15.2
- Backeard linkages: _pistribution of sample gntercrises
by_sgurces of jnputs and by sectors
(per cent)
Froa whom gooas and Manufac- Trade Transpcr- Services
services are bought turiag tation

1. SOURCES OF GCOLS

Householde only 8.17 9.5 9.0 6.9
Scall erterprises

only 45,3 41.3 43.3 43,0
Householc and small

erterprises 23.4 21.5 lé.u 13.1

Large coapercial ard
government enter-

prises 12.2 16.2 lé6.4 18.7
All of the above 9. 6.2 €.0 5.4
Does not buy goods 3.5 3.4 €.C 1¢.1
NO answver 1.0 1.9 3.0 2.8

211 100.0 100.0 1c0C.0 100.0
2. SOURCES OF SERVICES
Households only 8.2 11.1 10.4 9.0
Spall enterprises

orly 26.9 20.1 2.3 20.9
Household and skall

enter prises 7.2 5.8 11.9 6.7
Large comsercial and

governsent enter-
prises 1.5 2.0 9.0 3.0
All of the above 2.7 1.3 3.0 c.6
Does not buy services 54.7 57.7 28,4 57.2
No arcver 0.7 1.9 2.0 2.6

All 100.90 100.0 l1oc.6 10n.0

(Source: Sethuraman, 1981, 127)
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Table 15.3
Ferwerc i:nrzges: Distraputicr of erterprises by secterg
(per cex*)
To whew goods eré Fenvisctuling “rade Trar spor- fervices
services are scldé tatio:
“2:seholds ara
1réividuzle 85,13 96. 2 €5.1 9€.1
Ctner smell elteI-
orises 1.2 2. ¢ 2.¢€ 1.9
Ei; ComRRerciés/ Cverr-
Eent ent2rfr1sEs Ce? O. 4 C.4 1.3
211 of the atcve c.C c.C c.C 0.0
Mo arswer .S Cel .1 c.?
ALl illaz 1c7.C 1cc. © jeo.0

(Source: Sethuraman, 1981, 127)

Growth Constraints and Expansion

Access to captial was seen as 'The major constraint in expansion ... since
over 90 per cent relied on own savings for such investment'. The terms of
enterprise survival and expansion were seemingly favourable since 'With
regard to expansion, less than a sixth of the sample units experienced a
decrease in demand in recent years; a significant proportion seem to have
improved their methods of operation and the range of goods produced and sold'

(142)
Conclusions

This study is unusual ZIn its identification of the importance of linkages
between the formal and Informal sector both in the manufacturing and transport
sector. In Manila, it is apparent that the relatively favourable measures of
output and productivity registered in the informal sector were related to the
high proportions of unpaid family labour registered in this sector.
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SRI LANKA: COLOMBO

'The Inforral Sector of Colombo City' by the Marga .nstitute (Marga Institute:

1979) and 'Informal Sector Without Migration, the Case of Colombo' by the

Marga Institute in "The Urban Informal Sector of Developing Countries", ed.

S V Sethuraman (Geneva ILO: 1981)

Introduction

The two documents on Colombo provide complementary data sources to describe
this city level study. As 'The Informal Sector Without Migration' suggests,
the distinguishing characteristic of Colombo City is the low population
growth rate (1.2% between 1962 and 1971) (Marga Institute, 1979, 23). The
cross section city level study provides estimates of the disaggregated data
on the size distribution of the informal sector in addition to data on
employment, and income and output.

Definition

The Colombo City case study draws on S criteria to identify the informal
sector enterprises and activities including those:

- which employed less than 5 persons,

- where the employment itself was informal in character and often formed
part of a family enterprise,

- where the investment in buildings and equipment was quite low and the
technology labour-intensive clearly distinguishing these informal
sector enterprises from the levels of capital irvestment and technology
in the formal sector,

- where the management systems were simple with a minimum of documented
controls and,

- where the technological know-how and operating skills required for the
enterprise had most frequently been obtained outside the formal
educaticnal system' (25).

The study therefore draws on the main 7 ILO characteristics defining the
inbrmal sector, but uses a more restricted v rsion of the ILO size criterion
of under 10 workers.

Sampling Base

The sampliag base comprised 1,200 informal sector enterprises selected on a
quota basis (ILO 1981: 132) according to estimates of the sectoral size
distribution and composition of the informal sector. The sample was based
on a 3 stage sampling procedure based on household survey data coliected
between 1976-1977 at the residcntial level, isolated by pockets of
identifiahble irformal sector activity. Among the biases reflected in the data
was the predominance of the trade sector , followed by zervices.

Evidence »f sampling unrepresentativeness i suggested in the low number of
younqg informal sector participants under 24 a5 compared wiun the total

population of urban unemployed in this qroup (75%) . Though no similar hints arc

made in the survey as to blases in sex distribution, there may be a similar
underestimation of female participation.
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Size/Sectoral Composition

At the city level, the study estimates the size of the informal sector as

20% cf the total urban labour force (101, ILO 1976), employing 34,400 persons
(Marga Institute 1979: 27). 1In table 16.1 below, a breakdown of the informal
sector labour as compared to the total labour force is provided. (see table 16.2).

The sectoral distribution of these eaterprises appears in table 16,2 below,
showing the dominance of the trade and commerce sector with over 50.0% of

total enterprises, followed by services and manufacturing and processes sec*or
with 21.68 and 12.35% of aggregated enterprises respectively. A sectorel
distribution of informal sector labour force correspondingly reflects a higher
labour absorption capacity for the trade and commerce sectors (see appendix 28).

Table 16.1
Estimated Population, Employed Population, Estimated
Nomber in Formal Sector and In Ioformal Sector in the
City of Colombe
Total Total No. of
Popu- Number Inforroal
lation Employed Number Employed in Sector
e T T T Upits
Formal
Scctor Informal Sector
Total Residents Commu-
in City ters to
City
562,426 178,594 144,204 34,390 24,490 9,898 30,058

(Source: The Marga Institute, 1972, 27)

Table 16.2

Informal Sector Units of Enterprise Classified by msjor
Categorles cf Activity

Major category Percentage Fstimate
of aclivily Number
Trade & Commerce 56 60 16,115
Manufacturing & Processing 12.35 3,712
Seivices 2] 68 6,517
Transport 8.02 2,448
Agiiculture & Fishing 2.94 843
Construction 1.41 423
Al Categorics 160 G0 30,058

(Source: The Marga Institute, 1979, 27)




Eighty-five per cent of the enterprise sample were manned by one person and
characterised by owner self-employment. The a.erage persons engaged per
enterprise was given as 1.14 (see appendix 29).

The age/sex distribution of informal sector participation shows an overwhelming
dominance of males in the labour force. Females only represented 12% of the
sample, compared t> 88% male participation (see appendix 30).

The literacy level of informal sector participants (as measured by years of
schecoling) reweals a fairly high level of educational attainment with over

10 years schooling for 12%. Tr= ethnic distribution revealed an ethnic
clustering arcund certain activities. The Singhalese, for the most part
predominate in vegetable, fruit end fish *vades, the Tamils the junk trade and
a large portion of transnort, for example, while foud processing is
distributed amongst various ethnic groups (The Marga Institute 1979:82).

Enterprise Data

In the absence of data for 'the analysis of investment and capital employed,
the return on capital, employment per unit of capital, output per unit of
capital and similar indications of efficiency and profitability' (72), the
study relied on data such as the structure of credit.

A peculiar feature marking the ‘relatively stable working community' (The

Marga Institute 1379: 86) represented in the informal sector is the comparative
'old age' of the enterprise, with over 63% of them in existence for over 5
years and 42% over 10 years.

The financing of enterprise development as suggested by sources of borrowings
by informal sector participants shows a predominance of informal serv.ces

such as family and relatives, although institutional sources contribute a not
insignificant portion with 14.05%. As seen in table 16.3, 70% of units used
personal resources to obtain capital. Whereas the location of most enterprises
is fixed (65%), the types of units supporting their operations vary widely

from 'open pavements without structure and in fixed locations and berths' to
those on public land in semi-permanent and permanent st:ructures (Tne Marga
Institu.e 1979: 33), with correspondingly varied cost implications for
enterprises.

Table 16.3

Percentage Distribution of Sources of Capital for
Establishment of Informal Sector Enterprises

Sources of capital Percentage
Own resources 703
Relations 63
I<riznds 109
I’awn brokers 1.6
Private money lenders 47
Banks and other institutions 6.2
All sources . 100.0

(Source: The Marga Institute, 1979, 34)
Earnings
As stated in the study, 'One indication of productivity and the value added in

the informal sector is the range of incomes earned in the sector' (The Marga
Institute, 1979, 79).
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The median daily income reported in trade and services sectors was around
Rsl9, comparable with 1977 average daily ezrnings in large scale mandfacturing
in Sri Lanka (Sethuraman 1981, 104). The variations of earnings by sex (see
appendix 31) within the informal sector show a marked varia:.on between the
bottom 25% and the top 10%, with incomes ranaing from s 10 per day to Rs 100
per day (Sthuraman 1931, 104). Estimates of per capita income per month are
given as Rs 100 or US$ 8 per month. Combined estimates of secondary/
additional earners inflate this monthly income per household to Rs 741
(Sethuraman 1981, 106): 'These figures imply that the informal sector does not
generate income adequate to meet the basic needs of households dependent on
this sector' (Sethuraman 1981, 106).

Linkages

The study deduces a minimal if not negligible linkage between the informal
sector and the formal sector. Two statements illustrate the rationale:

a) 'the preponderence of retail sales and services to households'.
(The Marga Institute 1979: 37)

b} 'There are a few examples of the intra-trade which prevails within
the informal sector and the trade links between the informal and
forml sectors. These exchanges which occur however, have a
commercial character and seldom take the form of linkages in the
production process between the formal and the informal sector where
small scale units supply intermediaries to formal sector enterprises’'.
(The Marga Institute 1979: 39)

At the same time, it is noted that there is:

c) '... a considerable volume of trade that goes on within the informal
sector itself and between the informal units and the formal sector.
This trade consists of the purchase of raw materials by informal
sector units from the formal sector and the disposal of informal
sector production through formal sector outlets' (37).

(The Marga Institute 1979: 37)

Flaws in Definition

The operational usage of several of the ILO defining characteristics as the
criteria in the informal sector and the more restricted usage of the size
criteria leads to underestimation of informal sector size.

Conclusion

The restricted size of the Colombo informal sector appears as the result of
methodological definition arising from the exclusionary definition used rather
than one broughtabout by the absence of migration. While the possibilities of
informal sector development are not dismissed out of hand, the nature of
~onstraints facing this sector are labelled as largely in-built constraints due
to the high degree of competition promoted by skill development in this sector
(98). The study also misinterprets the high deqree of consumer market linkages
as representative of the absence of formal/informal sector structural linkages
(cross reference with Rogerson ard Beavon, 1982).
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THAILAND: BANGKOK

'Earnings of Self-Employed in an Informal Sector: A Case Study of Bangkok'

by Saral Teilhet-Waldorf and William H Waldorf (University of Chicago, 1983)

Introduction

This article provides a residential level study of 3 activities in the urban
informal sector of a Bangkok neighbourhood - vending, brick hauling and
carrying people, and shopkeepers. It challenges the dogmatic assertion that
the informal sector provides the means for income mobility with its
observation of higher average earnings in the informal sector than for
comparable unskilled workers in formal sector jobs.

Definition

The underlying informal sector definition employed is ease of entry. (such as
outside union enforcement or below minimum wage laws for brick people),low
capital input, competitive market in particular referring to family ownership
and reliance on indigenous g-ods, with selected features receiving greater
emphasis than others.

Sample Base

The sample comprised 300 people in a 2 block urban neighbourhood in the Dusit
district of Bangkok, which provided information on 79 self-employed persons.
The sample, a biased selective sample of 3 occupations, included 45 vendors,
19 brick workers (carriers and haulers) and 15 shopkeepers (591). Data
collection methods employed relied on l2-menth participant observation, adding
significantly to the quality of the income data, though limiting the scope

of the study.

Size and Sectoral Composition

Due to the selectivity of the sample, no overall size estimates for the
informal sector as a whole or in part were offered in this study. The 1970
Population and Housing Census for Changwat Phra Nakhon, which comprised a
sample of vendors, brick workers (carriers and haulers) (including the Ba ok
area) and shopkeepers, included a female population of 54% in hawking, peddlars
and non-vending categories compared to 62% in the vendors category in the study
(594-595).

The characteristics of the urban self-employed, 1973-1974, including the age,

present and past work experience, schooling, migrant status, sex and ethnicity
are presented in table 17.1 (523). This shows that 50% of the sample were in

the working age 30-44 years; females represented 60% of the above category.

The data on the experience of the informants indicated a fair deqree of job
stability amongst the self-employed, while the schooling data revealed an
cverwhelming number of informants to have had formal schooling (594).

The high representation of migrants amongst informants reflected the
contribution of migration to the growth of the urban informal sector. Thails
were the most highly representative among ethnic qgroups.
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Table 17.1

Data o8 CHARACTEMISTICS OF UsBa~n SELF-EMPLOYED IN BANGKOK NEIGIIBORHOUD, 19731974

lorat

Samipe
VENDORS Brick PeorLE SHOPKEEPERS -
N N : N N “

Age:

Below 30 years ..... ... ... . s 6 N 1} ind

-4 years .. ... 26 7 8 41 S8

Above 44 years ... .. ... 14 6 S R AR
Experience in present occupation:’

O-dyears ..o, P 5 3 32 BTV

S-10years ..., 15 5 9 29 7

I+ years ... 6 9 3 13 w
Previous expenence:

Farmer .................... .. 9 2 2 13 Ih 4

Other ... ... .. 16 17 3 66 %18
Schooling:

O-dyears ... 39 19 8 66 LRI

S+ years ... 6 0 7 13 16 4
Status:

Born in Banghok ............. I 2 6 19 M40

Migrant, 0-4 years ........... 4 2 | 7 LR

Migrant, S+ years ......... ... 30 15 ] 53 670
Sex:

Male . ... ... ...l 17 5 0 12 RO

Female ...................... 28 14 5 47 594
Ethnicuty:

Chinese ..................... 7 0 4 1 (RIV]

Other ... ..ol 3§ 19 I (1) LLE
N observations ................. 45 19 15 79 MY (€

(Source: Teilhet-Walforf and Waldcrf, 1982, 593)
Earnings

Daily earnings for selected occupatious in the informal sector as seen in
table 17.2 below (596) ‘were substantially higher than those for unskilled
workers in the formal sector, both within the government and the private
sectors' (595). Vendors, for example, earned three times the minimum wage
rate in Bangkok f{only 2 vendor respondents earned less than the unskilled
wage rate in manufacturing of 1.28 per day, which was more than US$ 1 per
day (595).
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Table 17.2

Comvrariso~ or Seir-Eaecovep EarnvinGs, Wand Rates oF UNSKILLED
WORALRS IN SCLLCIEP SECTORS, anD MiNistum Wace Rate, BY SEx.
BanaGaoxk, 1974
(USS$ per day)'

Group Males Females Total

Earmings, self-employed:*

Yendors ................... 3.36 352 3.4
Bnick people .. ... ...... .- 4.40 4.32 4.32
Shopheepers .. ... ... ... 4.88 6.48 5.44

Wage rates, unskilled labor:

Construction . .............. 1.14 .92 1.03
Manufactuning ... ... ... 1.40 1.15 1.28
Texules ... ... . ... 1.21 1.06 .14
Government canal cleaners® .. 1.20 1.20 1.20
Minimura wage rate:*
June (... Ll .80 .80 .80
October ... ... .. ... 1.00 1.00 1.00

Source.—From Trent Bertrand and Lyn Squire, ""The Relevance of
the Dual Economy Model: A Case Study of Thailand,” mimeographed
(Washington. D.C.: World Bank, 1979).

' Converted at official exchange rate: 1 baht = US$0.05.

* Earnings of self-employed for 1973-74 based on data for average
hourly earnings t:mes 8 hours.

' Figure is inflated 1o an 8-hour day: cana! cleaners actvally worked a
7-hour day for $1.05.

* A minimum wage of $.80 per day was introduced in February 1973
and raised in June and October of 1974.

(Source: Teilhet-Waldorf and Waldorf, 1983, 596)

Conclusion

Based on selected branch data for the service sector, the study's findings

point to comparable earnings in the informal sector on par with formal
Sector earnings.
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BRAZIL: SAO PAULO

'Sao Paylo, Urban Development and Employment' by K Schaefer (Geneva, ILO: 1976)

Introduction

This study explcres the labour structure of the predomirantly industrial
economy of Sao Paulo, Brazil, particularly in terms of the economic activities
of small scale industries within both the formal and informal sectors, the
characteristics of underemployment and income/employment transfer efiscts in
the formal manufacturing sector and finally, tiie policy implications of the
Sao Paulo city plan. The cross-section survey, however, contains little
substantive data on the size, earnings and productivity of the informal sector.

Definition of the Informal Sector used

Identification of the informal sector was in fact prescribed by the study's
reliance on census data. The operational definition was based on a combination
of minimum wage, small scale establishments criteria, and identification ot
'traditional' activities. Three definitions of size were utilised. The

study maintained that ‘the informal sector is a sector of transitional
employment, providing emploj;ment opportunities to those unable tc obtain
immediate entrance into the formal sector' (98).

Sampling Base and Measurement

The sampling base and technique was reliant on its census data base. The data
cited herein originally derived from IBGE: Censo demografico, 197(, special
tabulations prepared for SERFHAU, except for the totals of small scale
establishments calculated from Ministerio do Trabalho e Previdencia Social,
Department Nacional de Mao de Okra, Divisao de Estudos do Mercas de Trabalho:
Mercado de Trabalho: Composicao e Distribuicao da Mao Deobra, Sao Pa lo, anode
1870 (n.d.) (14-27).

Size of the Informal Sector

The Sao Paulo study tests out the size of the informal sector according to
different fgfinitions. Using Merrick's sector definition of 'trigiticnal‘
activities =, it identified the size of the informal sector in Sao Pailo as
43.3% of the active labour force of 1,015,125 (excluding liberal professionals
and those not declaring income). Using minimum wage as a dis&énguishinq
criteria, it estimated informal labour participation at 34.6% ~. According

to the data based on size criterion, 168,526 out of a total of 191,271 (or £88.1%)
enterprises in Greater Sao Paulo (1970) were identified as informal sector,
including self-employed persons (72).

Using this last definition and assuming an average of 4.5 employees per
establishment, the study estimated the employment size of the informal sector
at 758,367 or 24.6% of a total labour force of 3,081,790 in 1970 for the
metropolitan area (72). Although the study maintains that 25% of the active
labour force is primarily engaged in informal sector activities, by its own
admission it implied that 35%_to 43% namore realistic, aggregate estimate
taking criteria into account™  (p73).

Sectoral Composition
'Although the informal sector is primarily operative in commerce and service

activitien, nearly 1/3% of the small scale cotablishments are to be found in
the informal sector of the state’s aconomy’.
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Labour Force Structure

A comparison of appendices 3735 and 36 shows tnat: *a greater percentage of
females than males , in all migrant categories, participate in informal
sector activities. As was the case when using the sector criterion, both
male and female migrants show a larger percentage in informal activities
than non-migrants (see appendix 36). The larger percentage of women is
undoubtedly explained by a large proportion of females employed in personal
and paid domestic services, a sector which typically is one of low
remuneration and characterised as informal®. As seen additionally in
appendces 34 md 36 ... “Fewer males are informal workers under the minimum
wage criterion than under the sector criterion”.

Conclusion

Generally, the definitional problems encountered in this study make what little
data available suspect. Though total sector and sub-sector estimates were
given, the quality of the data makes it of little use. The lack of
productivity data limits the utility of this study.
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BRAZIL: CAMPINAS

The Urban Informal Sector and Industrial Development in a Small City:

The Case of Campinas (Brazil)l by Manoel Tosta Berlinck, Jose Muran Boyo

and Luiz Carlos Cintra, in "The Urban Informal Sector of Developing Countries"

ed. S V Sethuraman, (Geneva, ILO: 1981)

Introduction

This city level study surveys the informal sector of an intermediate urban
centre with a population in 1970 of about 376,000, in the context of the
declining role of agriculture in the economy (159). The significance of this
focus arises from its suggestion that:

"the role of the informal sector is highly dependent on the size of the
town/c~ty, the role of migration and the stage and rate of economic
development of the region® (167).

The data included sectoral distributions of enterprises according to capital
invested, numbers of employees and earnings data.

Definition

As a basis for identifying the informal sector, the size criterion, specified was
10 wage workers or less per small enterprise including own account workers with
or without unpaid family labour. For data analysis purposes however, the study
measured size according to the amount of capital owned per enterprise (159).

Sampling Base and Measurement

The sampling base consisted of 500 units, “divided in the ratio of 20:40:40
between industry, commerce and services respectively®™ (159), collected by

means of a sample survey undertaken in 1976. The sampling procedure

comprised "a stratified ramdom sampling procedure where the two were divided
into 40 zones and the sample size of 500 was allocated to them according to the
level of employment prevailing in 1975" (27).

Size/Sectoral Composition

Size by Capital Invested

Table 19.1 belcw (160) shows the classification of sample units into 3 groups:

- Group 1 - capital up to Cr $10,000 (US$930) per unit
- Group Il - capital between Cr $10,000 and 50,000 (US$970-4,650); and
- Group 11l - capital of Cr $50,000 and above.

The distribution of enterprises between sectors shows that the majority of
industrial and commercial enteprises (67.9% and 52.9%) owned capital valued
over Cr $50,000 (cruzeiros). For services, capital ownership was distributed
more or less evenly between Group | and Group Il, although 75.9% of shoe
repair services had largely under Cr 10,000 of capital. In these terms,
"A striking feature of these units in Campinas is that they use substantially
larger amount(s) of capital as compared to the informal sector units in other
cities presented earlier (in Sethuraman 1981(") (160). Virtually all the
initial capital investment, came from savings through self-employment, friends
or relatives, with only 2% from private banks. "60 per cent of these who



acquired their capital through wage employment were
81% of the sample who purchased capital equipment did
whille only 8% acquired it through private banks (161).

(161).
so through savings,

Similarly,

Table 19.1
Pi str3bunion of saifl” units fiy acti LI11I

and capital

VD

size (pet cent)

Capital size (CrJ"000)

Activity
| 11 111 Total
(under (0- (B0e)
10) 50)
A. Industry 10.6 17.5 67.9 10C.O
1. Tailoring 91.7 8.3 - 10C.0
2. Garients 11.1 22.2 66.7 loc.o
3. Betmiurgy 3.2 29.1 67.7 10C.0
0. Printing and publishing - 10.0 90.0 loc.o
5. Carpentry - 15. % 80.6 1CG.0
6. Other 7.2 10.8 82.0 100.0
B. Coaaerce 20.7 26.C 52.9 10C.C
1. Bars and groceries 11.0 29.7 59.3 10C.C
2. Apparel and haberdashery 8.3 33.3 53ft 100.0
3. News stands 68.0 32.0 - loc.o
0. Peddlars 80.0 20.0 - 100.0
5. Other 3.7 16.9 7sft loc.o
C. Services 37.3 h3.2 19.5 loc.o
1. Shoe repair 75.9 2C.7 3.U 1loc.o
2. Autc repair fcl 05.5 08.0 loc.o
3. Barter, oeauty shops 38.9 51.9 9.2 1CC.0
u. other 32.7 03.0 20.3 10C.0
TOTAL (A*B*C) 26.0 31.0 02.0 1cc.C
(Source:Sethuraman, 1981: 160)

Size Composition by Labour Force Structure

The sample of 500 units included employment of 252 family workers,
workers and 500 entrepreneurs,

size of enterprises was 2.74 persons,
person enterprises (162).

enterprises and wage workers by size of enterprise,

in capital strata | and

All

units

totalling 1,368 persons.

616 wage
While the average

46% of the sample consisted on one-
Table 19.2 belon presenting the distribution of
shows that the average

enterprise was between one and three wage workers (163).

total wage workers were employed by the
50,000 cruzeiros of ca pital

wage

employees,

years of age.

(163).-

"larger”

enterprises,
Relatively few femalesparticipated as
and a significant proportion of wage employees were under 18

As expected, 8% of
with over

More than 3/4 of the units were headed by males with more than ahalf between

the ages of 30 and 49 years.

were

natives of Campinas,

22% of the informal sector heads of enterprises

the rest migrants who for the most part had lived
in this city for over ten years (161).
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Table 19.2
fel SUI-Ti £2£0F
Size Saifle units with Distribotior of wage workers (per cert)
(nuiber wage workers
of wage
workfrs per
enterprise) Fc. Fer cert Dnder 18 ie* years Total Coluan
years
of age
H F H F
1 to 3 112 61.2 2« 8 59 5 1C0.0 3
« to 6 <« 23.G 25 8 59 e 10C.0 32
7 to 10 29 59.8 23 3 62 12 10C.C 36
>11 183 100.C 2» 6 6C 10 100.0 ICC

(fl€)

Note: R - rales; F - Feaalcs; Tfigure ir. parentheses refers to
absolute itctDer of workers.

(Source: Sethuraman 1981, 163)
Earnings

The majority of entrepreneurs (72%), as indicated in table 19.3 below, earned
between 1,000 to 5,000 Cr $ (or US$93 tc 464) per month. 90% of them,
therefore, earned higher than the (2976) national level of GNP per capita
income of 1,023 cruzeiros per month (or US$ 1,140) (162)

Table 19.3
SisUifcaiigp <F } by ?»9BLI
gf ard aopthly icco»e per ur.it
(per cent)
lioort of capital Rort&ly income
(Crs~000)
Op to FroB 1 ocl FroB 5 ocl Were than Total
Crfl o000 tc 5 00C tc 1C CCC 10 00C
Stratua I (urcer XX) (72)29 ( 26)66 ( 3 2 C 9 1 (i6)KC
Stratua Il (1C-50C) (19 5 12M63 (22)11 ( 9 1 (31)100
Stratus 111 (5C«) (r» 3 (3N60 1 75)25 (92)12 ( 2100
TCTKkL (100)10 (100)72 (00 15 (o0) 5 (100)100

Vote: CrX10.77 a 0gJl, o th» average ir. 19%.

Figures ir. parerttes«s are colobi percentages.
(Source: Sethuraman 1981, 162)
Linkages and Constraints
Particularly in the case of backward linkages, the study found "a significant

amount of integration of ... (raw materials purchasing) activities in Campinas
with the rest of the economy®™ (164). 90% of manufacturing units acquired raw
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materials from a range of small, medium and large enterprises (in the ratio
of 34:22:34), or only 10% from households as individuals. 99% of commercial
units obtained merchandise from small and large units (31% solely from large,
29% solely from small and 39% from both).

As stated in the scudy:

"One of the interesting features of the above linkages is their variation
with the size of enterprise. With regard to industrial units, only two-
thirds of these in capital stratum I bought their inputs from enterprises,
large or small, in contrast to 96 per cent in stratum Il1l. Another
interesting finding is that 44 per cent of those in stratum Il relied on

a single enterprise for their raw material needs ... in the case of trade
enterprises, 52 per cent of those in capital stratum 1 (little capital)
obtained their merchandise from a single enterprise, large or small) (164).

Other backward linkages included subcontracting relationships between small
and large enterprises, the latter whom “aure known to prefer subcontracting to
own account workers rather than hiring workers themselves in order to avoid
expenses on their social security and the like foreseen in the labour
legislation (163). Forward market linkages were directed towards households
(@3% of goods and services) while only 12% were directly exclusively to small
or large enterprises. The market catchment area was confined largely to

this city Q0% of clients) (164).

Growth and Accumulation

The study used the age of enterprise, amount of improvements in enterprises
and changes in the volume invested to measure and draw conclusions about the
growth and expansion of enterprises. The facts that:

a) "A greater proportion of those reporting improvement ... belonged to
higher capital strata®™ and

b) "Over two-thirds of those with substantial increases in income
belonged to (highest capital) stratum IIl1"... was said to suggest
that ... " enterprises with most capital tended to grow and reflect
improvements in business®™ (165).

Conclusions

The study is important in its identification of the interrelationship between
informal sector enterprises and other parts of the economy. It avoids any
conclusive statement as to the subordination between large and small scale
units which would require branch level information to fully address this
question.
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SALVADOR
’Employment, Production and Income Distribution in the Informal Urban Sector
of theNorth East: The Case of Salvador, Bahia®™ by Clovis Cavalcanti

1981 - Luso-Brazilian Review 18(1) pp- 139-153.

Introduction

This city level paper is concerned with the importance of the informal

sector as a source of employment in metropolitan Salvador. The data describes
the population working in the informal sector, the characteristics of the
micro-units of production, and the forward linkages or consumer market for
informal products. The study argues that the informal sector thrives in a
situation where jobs are insufficient, income unequal and poverty still
widespread.

Definition

Although the study does not give a clear cut definition, "micro-units®™ of
production (or what one may call “small enterprises”) comprising a maximum of

5 persons - generally “rustic and family-centred® in the subsectors of
commerce, transportation, services industry and construction (excluding
agriculture as the study is confined to a quite urbanised area) seems to typify
the informal sector. The sector is also defined in terms of income size -

that is, low income, urban families where the highest average income roughly
corresponds to 6 minimum wages (the minimum wage during the period of research
being 869 cruzeiros or US$48 (153).

Sampling Base

A survey was carried out on 731 low-income domiciles (4,252 people) located in
urban Salvador. As well as Tield research on 412 small size production units
(with a maximum of 5 persons), the study drew on data from a city-wide survey
of 594 households, in addition to informational surveys also on 244
institutional consumers (A53) .

Size and Labour Force Participation

The study estimated that a total number of 177,000 persons worked in the
informal sector (151), 2/5 or 39.8% of the low-income labour force (140). As
table 20.1 below shows, 37.6% of the low-income population of Salvador can be
said to be informal workers: self-employed, unpaid family workers, street
vendors and apprentices.



Table 20.1

SALVADOR: STRUCTURE OF EMPLOYMENT OF THE D&V INC. ME
POPULATION, BY SEX— APRIL, 19T8 (PERCENTAGES)

Sex

Occupation Male Female Tot al
Employer 1.0 o.r* 0.8
Employee 5.2 H.I* *7-7
Formal self-employed 1.7 1.6 1.7
Informal self-employed 26.3 52.1 3HB-7
Unpaid family worker 0.6 0.6 0.6
Street vendor 1.3 - 0.7
Apprentice 0.9 - 0.6
Public worker 7.0 5 6.1
Retired 7.1 5 6.1

Total 100.0 100.0 100.0

SOURCE: Research done by IJNPS.

(Source: Cavalcanti/ 1981/ 141)

The average size of the enterprise is 2.1 persons per micro-unit, while in
general terms, “the absorption of manpower rarely surpasses four permanent
employees per unit®. Temporary labour is the exception, as "less than one-
tenth of the units of the commercial subsector employ temporary workers®. (144) .
Family labour comprises by comparison 2/3 of the labour force (144) .

In terms of age composition, relatively fewer young people were found in the
informal sector since the median age in 1970 was given as 37-39 years for the
entire Bahian labour force (141).

As seen in table 20.1, females comprised 52.1% of the self-employed informal
workers, while in overall terms “Women make up 51.2 per cent of the informal
sector labour force in Salvador®™ (140).

Capital/Capital-Labour Ratios

In terms of capital assets, the study found that of its sampled population,
most micro-units consumed in 1978 a total of less than 50,000 cruzeiros (US$
2,800) 1in fixed capital (including equipment and buildings) (45), 72% of
those in commerce, 50% in industries and 69% iIn transportation (145), which
"suggests the ease of entry of modest entrepreneurs into these activities™ (145) .

The average value of capital per worker (for all subsectors) was 26.3 thousand
cruzeiros (US$ 1,500) ... "in sharp contrast to the capital/labour quotient
found in industrial projects which receive benefits from the incentive
mechanism of SUDENE. With informal industries investment per worker about
51,000 cruzeiros, one can correctly conclude that uhe financing for the
installation of productive micro-units is an inexpensive and accessible way
to create new work opportunities®™ (145).



Enterprise Earnings

Profits iIn the informal sector are small:"with the exception of the micro-
industries, 80 percent of the informal units show a gross weekly receipt

below five thousand cruzeiros (277 dollars) or less than 250 thousand
cruzeiros (A4 thousand dollars) per year®. Meanwhile, “The situation of the
small secondary producers is not much different since half of them take in

less than five thousand cruzeiros per week" (145). The T"average monthly
profit® levels registered for entrepreneurs in all () subsectors were put at
4,178 cruzeiros or 231 dollars , and estimated to the 4-8 times the

minimum wage and *1-8 times the average earnings of the low income male worker
researched (2,353 cruzeiros)®™ (145). Micro-industries, however, achieve higher
profit levels ~generating 7,285 cruzeiros monthly per entrepreneur, which is 8.4
times the minimum wage and 74 percentage points above the average monthly
profit for all micro-entrepreneurs® (145-6).

Wage Earnings

No precise estimates of wage levels for informal sector workers were available.
The average family income of the surveyed sample was 3,852 cruzeiros (213
dollars) (April 1978 prices) (142).

With the estimation that "34.2 percent of the population surveyed earned two
minimum wages or less®, the study concluded "that an impressive proportion of
those in the informal sector are quite poor~ (142).

Linkages

In terras of backward input supplies, the study finds that 46.6% of the
informal sector micro-firms obtain supplies from one supplier (compared to
36.9% of the formal micro-units)(146). However, within the Informal sector,
commerce for example, is more dependent on informal rather than formal
suppliers (146). Equally, ~the principal source of financing of informal
micro-firms is through individual savings (more than 70 per cent in all
cases)”™ (145).

With the exception of construction and transportation sectors, which both have
enterprise clients (G0% and 24.3% respectively), most informal sector
production is geared towards consumers (comprising 89.3% of the clientele)(146).
"Institutional®™ demand for informal sector goods and services from other
enterprises is therefore limited to 10.7% (142).

The market potential for the informal sector consumer market is shown in
appendix 37. The study states that "The average propensity to consume informal
items ... is higher (7.3 percent) in the highest income bracket than its
overall mean for Salvador (6.6 percent)”™ (148). The annual (local domestic)
expenditure as informal sector items comes to 5,147 million cruzeiros or

105 million dollars for services (148).

The study found that:

"Based on the survey of micro-units of production, we find consumers from
various social classes making up the informal consumption market with the
poor clients most prevalent only among the commerce micro-units (69 percent
of the cases), which seem not to service rich clients. (146)

Con elusions
As elsewhere, the informal sector in Salvador is seen to provide a means of

livdLihood for part of the low-income population. Within this sector,
different "Is existed between male and female earners as between entrepreneurs



and workers, while "micro-unit®(industries) enterprises were to provide
more earnings possibilities than others.
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COLOMBIA: BOGOTA
"Bogota : Urban Development and Unemployment* by Harold Lubell and

Douglas McCallum. (Geneva, I1LO: 1978)

Introduction

The central focus of this city level study is an examination of the informal
sector construction industry in the economic development process, particularly
in terms of its ability to simultaneously absorb labour and generate economic
growth.

Definition

The Bogota study implicitly used the Tindividual®™ as a means of informal
sector identification but also drew on the ILO characteristics of family
ownership and size of enterprise. The resulting range of informal sector
enterprises covered:

"a) production units consisting of a single individual WLthout a fixed
place of work and predominantly in petty trade and personal services;

b) family production units, small units which are primarily family
enterprises including cantines, shops, tejo courts, etc."(88).

Sampling Base and Measurement

The sampling base for the study drew on "a large and carefully structured
sample survey®™ of households undertaken in the summer of 1972 (126). These
households were selected from a range of low and middle barrios or
neighbourhoods, meaning that the overall sample base for the scudy did not
specifically focus on a “working poor® population. Other data sources
included official census reports from the Departamento Administration Nacional
de Estadisticas (DANE): XIl censo nacional de poblacion 1951; X111 censo
nacional de poblacion 1964 and a large variety of non-census sources for more
recent population estimates, to avoid the inaccuracies of the 1973 national
population census.

Size and Sectoral Composition

A distribution of working members of informal sector households is given in
table 21.1 below, by type of production unit and by branch activity. Overall,
15% of the working population were self-employed, 28% working in family
production units, 32% in small and medium size units employing wage workers,
as compared to 25% in the more organised and larger units (88) . As shown here,
40% of the self-employed category were in commerce (petty trade) and 32% in
personal services. Workers in family production units were concentrated in
manufacturing and trade (8% and 34% respectively), while thoso in small and
medium size units were mostly in manufacturing (31%) and personal services (30%)
(0) -
Appendix 38 gives the distribution of workers by type of production unit and
occupation. Thirty six per cent of the self-employed single worker units were
owners, 36% artisans and operators and 14% personal service workers (90).
35% of those in family production units were artisans, 18% owner vendors, and
12% managers and administrators. Survey data derived from preliminary
tabulations of the 1970 economic census identified the 3 sectors of informal
sector employment as retail trade, restaurants and hotels, repairs and personal
services, and areas of the service category. As indicated in appendix 39, the
retail trade with 29,685 establishments is the most important, with a nearly
balanced proportion of males and females (565.5% men and 45.5% women).



Distribution of workers by type ot production
unit and brunch of activity, Bogota, 1974

(per cent)

Type of produc-

tion unitl Self Faeily Siali Larger Total Total
employed units and units (9] (nuiber)2
Branch of mediui
activity units

Agriculture and extra-

tive industries 1.3 2.6 0.9 (5.470)
Hanufacturing 13.6 37.8 31 3 40. 7 33.0 (200.564)
Conerce 39.9 34.3 17.8 4.8 22.9 (139.180)
Banking and finance 0.6 3.6 9.5 3.7 (22.4C7)
Transport, storage

and conunications 12.6 2.7 9.5 9.4 e.1 (49.230)
Public and government

services - 3.7 6.8 22.2 8.5 (51.660)
Personal services 32.3 17.4 29-5 10.7 21.8 "132.4951
Unspecified 0.7 1.5 2.7 1.1 (6.686)
Total ) 100.0 100.0 100.0 100.0 100.0
Total (nuiber)2 (91. 474) (172. 535) (191.038) (152.725) (t07.772)
Total ) CI1S.1) (28.4) (31.4) (25.1) (100.0)

“See text for description of types of production units.
cInflated to estimated Bogota total.
Source: OFISEL household survey , Bogota, 1974, as quoted in OFISEL: £1 _sf£ftor
iQloi«3I_£ e Bogota. HEP Research Horking Paper HEP

2-19/HP 25 (Geneva, Aug . 1977), table 5.1.
(Source: Lubeil and McCaltum, 1978 : 89)

Output/Productivity

The branch data on the manufacturing -sector classified in table 21,2 shows,
for example, value added per worker per enterprise in small firms in the
textiles branch was 3,864 pesos, as compared to 13,572 pesos on average for
all firms in this branch. Small firms wages in this branch were also lower,
amounting to 1,789 pesos as compiired to the average of 4,118 pesos for all
firms.
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Table 2U2

Value added, wages and labour force by industry sub-branch,
all firas and firas with 1-9 workers, Ccloabia, 1958

(pesos)

Value added mages Labour
ESI-5STI1T force:
- firas

Industry sub-branch Average Firas Average Firas with 1-9

@il with [Ell with workers

firas) 1-9 firas) 1-9 as t of
workers workers total
Food 10 000 7 031 3 193 1 957 23.8
Beverages 35 790 9 025 5 627 2 561 3.5
Tobacco «9 356 2 870 3 791 938 15.8
Text iles 13 572 3 860 0 118 1 709 2.6
Clothing and footrear 5 699 0 100 2 033 2 000 23.2
Luwber 5 962 5 71* 2 792 2 509 30.1
Furniture 6 1«1 5 396 3 297 3 700 20.0
Paper and paper products 13 510 e 087 4 052 2 908 3.1
Printing 9 681 5 996 0 207 2 730 13.3
Cheaicals 20 583 12 055 0 710 2 906 8.6
Pei-roleua 05 388 27 331 12 288 2 889 0.5
Rubber product*: 15 076 7 220 a 993 2 707 1.7
Leather and leather products 9 515 5 782 3 036 2 128 15.8
Mon-we»allic aineral-s 8 800 3 988 3 266 1 992 10.2
Basic aetals 13 207 7 086 5 031 3 118 2.0
Betal products 8 998 5 600 3 605 2 613 12.2
nachinery, eicluding electrical 8 087 5 701 3 895 3 213 18.5
Electrical aachinery 13 517 6 520 3 990 2 907 10.0
Transportation equipaent 6 508 5 107 a 500 > 791 15.0
Other 11 600 7 259 0 180 3 529 9.7
Total industry IX XX XX XX 13.8

DANE, as quoted in Richard P. Nelson, T. Paul Schulz and Robert L.

Slighton: Sifictufal £hangf ¢n a deZtiSEIH2 8£S&SMU £olo»bians
El°liieB8_aGd_Ero8fects (Princeton, Princeton Univ. Press for the RAND
Corporation, 1971), pp. 117, 119, 129.

(Source: Lubell and McCallum, 1978:95)
Linkages

The study states that:

"Beyond offering employment to those who are unable to find jobs in the
formal sector, the informal sector plays an important productive role
in the urban economy, both independently and through formal/informal
sector links ... such links are likely to become formalised as the
demands for better services increase in step with the progressive
development of the urban economy® (105).

An example quoted was service sector links to the formal sector through
installation, repair and maintenance of manufacured products by sel™-employed/
small scale enterprises. Informal sector enterprises in Bogota produce goods
and services mostly for final customers, as well as intermediate goods such
as parts and components and investment goods (particularly housing), and is
therefore characterised by a range of links with the formal sector (87). Data
on the spatial distribution of enterprises also provide some indication of
the remunerative potential of small firms®™ markets. Small firms are more
widely scattered over the Bogota area, and crucially provide a higher proportion
of provision in the outer areas (87.9% of the outer and periphery areas)
pointing to thier ability to serve "marginalised®™ portions of the population

(102) .
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"One aspect of the increasing complex of operations with size is the fact
that in goods production, the majority of single individual units and

of family units produce a complete product, while the great majority of

small and medium size units and medium size units and of the large units
produce parts of a product or several products® (90).

The study reported conflicting information as to the complementarity and
competitiveness between the handicraft and factory branches, while:

"Urrutia and Sandonal argue that up to a certain point handicraft
activities and factory activity ciré complementary rather than competitive,
if only through the rapid generation of incomes among factoryworkers® (94).

A Rand Corporation study, using a different definition of crafts enterprises
(1-9 workers), stated that the coexistence of small "modern® firms (of post
World War 11 origin), with traditional Ffirms with lower technology and output
is based on variation in product market. The relationship between the formal
and informal sector as described between small "modern® and traditional firms
was complementary in so far as they operate in different product markets; at
the same time, the relationship is competitive in small product lines (eg
shoes, furniture) (94).

In the construction sector, the study identified the building materials and
building construction industry. Within the building materials sector, it
identified informal sector production of brick chircales (clay products
manufacturing), which was small scale, utilising low levels of technology,
labour intensive or animal powered production techniques, and produced bricks
for low-income housing markets.

Concluding Remarks

The informal sector data available in the Bogota study suffers from problems
of classification. The study does, however, provide valuable qualitative
information as to the workings of informal sector building materials branch
industry, including the generation of incomes and employment in the sector.



ARGENTINA: CORDOBA
"The Informal and Quasi-formal Sectors in Cordobal by arlos E Sanchez,
Horacio Palmeiro and Fernando Ferrero, in "The Urban Informal So :tor in

Developing Countries, ed S V Sethuramarf (Geneva, ILO: 3Idi)

Introduction

The Cordoba city level study examines the "unorganised™ private sector in the
economic context of formal sector employment growth in the manufacturing and
public service sectors. This is set against a declining population growth
(dowmn from 3.2% between 1947-70 to 2.8% between 1970-76), yet increasing
unemployment rate in the city, put at 6% in recent years (144).

Definition

The study distinguishes between the quasi-formal and formal sectors, in terms
of high and low income oL remunerative capacity of activities, with the
"unorganised™ private sector, composed of enterprises with less than 5 workers.
The income distinction was based on "those earning a nigh income either because
of advanced skills, or because of high capital intensity or because of
oligopolistic market environment ... belonging to the "quasi-formal'” sector.”
The informal sector was therefore “defined to include enterprises in the lower
end of the spectrum characterised by free entry, very little capital and
skills, very small-scale, job and income uncertainty, etc® (145).

™ quasi-informal sector, on the other hand, included “self-employed
professionals such as doctors, lawyers; small engineering units and
manei.actaring activities with significant amounts of skills and investment;
self-employed construction workers including plumbers and electricians; and
commercial activities with a substantial capital input® {114-145). With the
excepcion of some categories of quasi-informal employment, both the informal
and quasi-formal sectors as defined “.ere correspond to v-hat is otherwise
referred to as the informal sector. For this reason it is necessary to deal
comparatively with both sectors.

Sampling Base and Measurement

The sampling base of rll enterprises with under 5 persons was devised to span
the range of enterprises in fixed locations and households with self-
empxoyed in variable locations. The sample population was selected by means
of a stratified random sampling procedure (27).

Size/Sectora] Composition

The study estimated the combined quasi-formal and informal sector labour force
at 138,000 persons or 37.6% of the active labour force with 84,000 and 54,000
respectively in each of the above sectors (145). The distribution of the
enterprise heads in both these sectors by occupation (a@ppendix 40) shows that
‘while it is true that a greater proportion of those in the quasi-formal sector
are engaged as production, transport and construction workers, the evidence
also suggests that the distinc ton between informal and quasi-formal sector(s)
cannot rest on occupational classifications, with the possible exception of
"maids and domestic servants® who appear exclusively under the informal sector”

Q47 .
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The sectoral distribution of informal and quasi-formal enterprise units in
table 22.1 below, shows that 90% of informal sector activity is found in
personal services, trade and manufacturing (149). Trade and restaurants account
for a substantial 40.1% of all units in the quasi-formal sector. Elsewhere,

the study shows that 91% of the sampled enterprises employing wage workers are
engaged in trade and services (150). The majority of those workers engaged

in manufacturing (0%) meanwhile, belonged to the quasi-formal sector (150).

Table 22.1

DIftiibotlcp of inforualand ggasj-
foraal aaits by activity

laforaal Quasi- Total
sector foraal
sector
Agriculture and
related 2¢ 1.D 5( 0.9 17 ¢ 0.7
Hanufacturirg 171 ( 15. 3) 189 ( 15.49) 360 ( 15.4)
(Textile and related) mi 11*2) ¢1( 5%B) m e irli
Construction 83( 7.4 208 ( 16.9) 291 ( 12.4)
Trade and restaurants 219 ( 19.6) 492 ( 40.1) 711 ( 30.3)
Transport, storage and
coaaunicaticn Hi 1.0 73 ( 5.9 84 ( 3.6)
Services 620 ( 55.6) 261 ( 21.2} 861 ( 37.6)
(Personal services) i2£i Sii.2) 115( 15*9) 800 (g iv)
Total 1 116(100.0) 1 228(100.0) 2 344 (100.0)

Note: Figures in parentheses are percentages.

(Source: Sethuraman 1981: 149)
Labour Structure

About 3/4 of all sampled enterprises (in both quasi-formal and informal
sectors) were own-account workers operating “without any fixed locationl(150).
In terms of the sexual division of labour, 63% of female workers were engaged
in "informal®™ activities, as against 23% in quasi-formal activities (145).
Since “women®s participation is about the same both as heads of enterprises
and as (paid or unpaid) workers ... the distribution of women in these (low-
income informal) activities between “heads®™ and “workers®™ 1is comparable to
that of men® (145). The labour force in both informal and quasi-formal is
fairly “youthful®, since roughly one-third of the participants in each of
these sectors are under 30 (145).

The study provided evidence of the potential mobility between informal and
quasi-formal sectors, stating:

"the proportion (of migrants) participating in the latter (quasi-formal
sector) increases steadily with the duration of stay in Cordoba ...also

suggest(ing) some mobility from low-income to higher income activities®™ (147).
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Earnings

The data presented in table 22.2 below indicates that a large percentage
of the informal sector heads of enterprises earned less than 80,000 pesos
per month. A good number of quasi-formal heads also belong to this low
income category. Appendix 41 shows that there are significant income
differentials between males and females.

Table 22.2

by ipcoae level and stills (per cent!

Income (hundreds of pesos per morth)

Loir Hedies High Total
und~r 800 801-0 000 O 000»

Owr.-accoar.t workers witboot location (@ 76p)
Inforaal (696) 92-5 7.0 0.5 100.0
Quasi-fciaal (660) 20.1 55.1 20.8 100.0
Both (1 760) 58.9 30.6 10.5 100.0
skilled (691) ol.0 05.8 12.8 100.0
unskilled (669) 76.9 15.1 8.0 100.0
Heads of enterprises with fixed location (600)
Inforaal (206) 100.0 - - 100.0
Quasi-fcraal (030J - 69.8 30.2 100.0
Both 32.2 07.3 20.5 100.0
skilled (053) 21.8 09.5 28.7 100.0
unskilled (187) 57.2 02.2 C.6 100 .c
UL-eHISIltises (2 000) 51.8 35.1 13.1 100.0
Inforaal (@ 102) 93.9 5.7 0.0 100.0
Quasi-fcrral (@ 298) 16.0 60.0 20.0 100.0

(Source: Sethuraman 1981: 153)

According to the study, "These findings suggest that a majority of

heads of these two (quasi-formal and informal) sectors combined, perhaps
over two-thirds receive an income below the national per capita level,
which is estimated to have been around US$ 1,640 in 1973 (ie, US$ 137 or
1,540 hundred pesos per month) ..." (152).

Linkages

Households and individuals formed the major portion of the clientele for
both quasi-formal (B2%) and informal sectors (72%) enterprises, while 13%
and 16% respectively relied on intermediaries (154). The age structure
of sampled enterprises ("own-account workers without fixed location®™ and
"establishments in fixed locations®) (see appendix 42) suggests a "gross
(growth) rate of perhaps 6-5 percent per year®™ with a significantly higher
rate of growth in own-account enterprises without fixed locations than in
establishments in fixed locations.

"The most obvious explanation for this phenomenon seems to be that
there are fewer constraints if any to entry in the former categoryl...
"trade and "other™ activities seem to be growing faster in both types
of enterprises ... impl(ying) difficulties in access to business
premises in choice locations closer to markets or central parts of
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the city. In other words, .ccess to markets could be an important
consideration in opting for variable locations® (155)

Of the 80% of informal sector sample participants interested in expanding
enterprises, 100% cited the absence of reasonable rates of interest on credit
as a constraint upon expansion; 93% and 40% cited the "lack of suitable
premises” and "lack of demand®™ respectively (56). (Corresponding figures for
these explanatory variables in the quasi-formal sector «re48%, 18% and 70%)
(156) -

*71 per cent of those in the informal sector did not believe they can get
bank credit (compared to only 14 per cent in the other case) because they
lacked the collateral necessary and because of the absence of favourable
government policies” (156).

Conclusions

The study identified the informal sector as an unproductive sector, functioning
as a stopgap for workers awaiting entry into the Vjuasi-formal® sector. In
these terms, then, occupational mobility from different sectors of the labour
market (informal “unorganised®, “quasi-formal® unorganised, public sector and
private organised sectors), are described in terms of a number of stages. The
study provides little, however, to amplify further these distinctions within
the informal sector.
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FOOTNOTES

1.

See Moser (1978, 1983) for extensive accounts of the historical
background to the informal sector, the informal sector debate and
methodological problems in research on the informal sector.

Where this occurs, the information is in fact more pertinent to part
three of this review. Since it is not possible to divide all the studies
into two discrete categories there are consequently some which overlap,
providing information relevant to both. For instate Steel (1977) and
Anderson (1981) in their respective country level studies of Ghana and
the Philippines focus on the manufacturing sector, as does Aryee (1983)
in his city level study of Kumasi. Other city level studies with a
specific focus include Chana and Morrison®s (1975) examination of the
manufacturing sector of Nairobi.

See appendix 1 for brief mention of other early definitions by Hart (1973),
Mazumdar (1976) and Weeks (1975).

See Moser (1978) for a detailed review of these and other city level
studies.

See appendix 2 for complete list of suggested criteria.

As noted in the study, the branch data for both Abidjan and Boual.c
understate informal sector employment in trade: the Abidjan study by
excluding market women (tabliers) and the Bouake survey by excluding
rickshaw men due to the part-time status of employment. For at least
Abidjan, the exclusion is significant since complementary data on the
contribution of retail trade in Abidjan (from Etude socio-economique
d"Abidjan, Report No 17 Synthese, pp42-43) estimates the 1963 total of
persons engaged in “traditional™ trade at 12,000. By virtue of excluding
this category, the study also understates the participation of some
4,000 plus of this category (for just retail, cooked food and beverages
and non-retail trade activities). Another survey quoted in the study
(1970) of the Adjami district of Abidjan found that small tradesmen with
annual incomes below Fr CFA 50,000 represented 34.4% of the working
population. (From Ministére de la Santé"™ Publique et de la Population,
Institut National de Santé Publique: Enquéte socio-sanitaire sur un
quartier d"Adjame, by Maryse Duponchel (Abidjan 1971) pp 124-125) .

in relation to this the study does however note that:

"... these figures call for two comments. First, real incomes are
often higher than the averages estimated above ... The second point
is that such supplementary incomes obviously enable the families
concerned to increase their total income and attain a higher
standard of living®™ @&8).

Table 4.3 was complied by the author from the foregoing 3 tables

(appendix 12, 13, 14); non-agricultural employment from Ghana, the 1970
Population Census 11; growth rates based on the 1960 Population Census II.
Appendix 15 was similarly compiled from all of the above sources in
addition to total population figures from the 1970 Population Census.

The study used as indicators of success: the level of entrepreneurs”
income, his consumption on a monthly basis, and number of people
employed (8).



10.

11.

12.

13.

14.

15.

16.

17.

Calculated from data (see p.7).

This review of the Kano study also draws on the WEP working paper on
which this study was based: “Absorption of Migrants into Kano City,
Nigeria® by A L Mabogunje and M O Filani, WEP Working Paper No 29
(Geneva, ILO: 1977).

The actual number of enterprises was 6,574, constituting 98.6% of all
enterprises as quoted in the Kano working paper, op cit pi28.

The database for the above estimates derived from approximations of the
value of capital equipment owned. In this respect, the data was impacted
by the fact that 80% of the sample owned capital equipment (defined as
machines, tools, furniture, fixtures and vehicles) as compared to 20% of
enterprises not owning such equipment.

This article is based on two studies: E Demol, Analyse des Résultats du
recensement du secteur non structuré de la ville de Yaounde (Republique-
Unie du Cameroun) (Geneva: ILO, 1978) and G Nihan and E Demol with A

Tabi Abodo: Le Secteur nonstructuré "moderne® du Yaounde (République du
Cameroun) Rapport d"enquete et analyse des résultats (Geneva ILO: 1980).

See Thomas W Merrick"s study, Informal Sector employment in Brazil: a
case study for Belc Horizonte (Belo Horizonte CEDEPLAR, 1974;
mimeographed). As described in the Sao Paolo study (67), Merrick uses
non-government regulation as the primary focus of its definition.
Calculated as a residual, the informal sector was said to include all
those vorkers not contributing to social security institutes in
addition to domescic workers.

The minimum wage at the time was Cr $200 per month.

Estimates from Sao Paolo state were used for corroboration of these
figures. (Sao Paolo case study , 74 ).



112

PART THREE
INTRODUCTION

Part Three provides a survey of recent empirical studies within the
industrial and manufacturing sector of the informal sector. In contrast
to the ILO city studies, these productive unit and branch specific studies
have been based on a broadly similar "anti-dualist®™ framework, and sought
specifically to "determine the character of the relationships between forms
of production and the processes cf reproduction of the different forms

of production themselves®™ (Harriss 1982, 947). In order to understand the
internal and external constraints on the growth of small scale enterprises,
not only must the small producer®s problems be understood from his
perspective but, also, on such aspects as the raw material supplies, the
nature of the product market and government regulations.

"Data from the small producers themselves is necessary but rarely
sufficient. Additional information is needed from technology
suppliers (producers of new machinery, dealers in second-hand
machinery, repair shops), firms which supply the raw materials
(producers of these materials or intermediaries), large firms which
compete with or subcontract small firms, and so on.” (Schmitz
1982, 443)

Although the scope of these studies varies considerably and includes

the use of a diversity of secondary sources materials (such as census
data, sample surveys and other appropriate information), the one common
component in many is detailed empirical fieldwork rf a non-questionnaire
type. It is no coincidence that many of the earl .er studies of "petty
commodity producer® units were undertaken by anthropologists. Working
within a discipline which has always recognised the limitations of survey
questionnaires, as the only methodological tool, in areas of hostility,
sensitivity or simply enormous complexity anthropological techniques

are intended to provide a critical level of understanding at all

levels, in this case from "informants on what"s going on in the industry”.

The Petty Commodity Production Debate

While the ILO Kenya Report identified the informal sector as independent
and capable of growth, critics of this position argue that in reality

the level of capital accumulation possible is frequently constrained by
structural factors in the total socio-economic system such that small
scale enterprises tend to participate in economic growth in a subordinate
way, i.e. they are not independent but dependent, and the linkages between
small scale and large scale are not benign but exploitative. It is
important to establish therefore the extent to which seemingly independent
enterprises in reality operate within a complex system of dependent
relationships, and are subordinate to the needs of large scale capital.

Dissatisfaction with the ability of a priori dualist models such as the
informal/formal model has resulted in the utilisation of an alternative
framework which emphasises a continuum of productive activities. Based
on an elaboration of Marx"s theory of different modes of production and
their mutual articulation, this is seen to contain a theoretical apparatus
for explaining the internal dynamics of a particular form of production,
the conditions necessary for its existence and the contradictions which
lead to its eventual elimination, including both the social and the ¢ech-
nical relations of production. The vast majority of small scale encer-
prises of the type identified as in the informal sector fit into the
category of “petty commodity productionl, aform of production which
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exists at the margins of the capitalist mode of production but never-
theless is integrated and subordinate to it.

Petty commodity production, in conceptualising economic activities in
terms of a continuum of productive activities, places the essential

area of analysis in the identification of complex linkages and dependent
relationships between and within production and distribution systems,

and hence the potential for evolutionary as against involutionary

growth within the productive sector. It attempts to identify the
difference between illusory self-employment and disguised wage employ-
ment, and the complexities of linkages between the small scale enterprise
and the “capitalist sector”.

In the examination of linkages a clear distinction can be made between
those of an internal nature (entrepreneurship, management) and those
of an external nature (access to resources, exploitation by larger
enterprises). Schmitz (1982), in his examination of these constraints,
questions the extent to which internal factors such as lack of motiva-
tion/drive/adaptability, organisational or technical skills constrain
enterprises. The inventiveness and responsiveness of small scale
enterprises is well known. Limits cn advance planning can equal)y be
seen as the result of the markets in which they operate or shortages
of resources. Schmitz argues that factors internal to the enterprise are
as much a source of strength as of weakness, while on the question of
skills he suggests that thorough knowledge of the production process
tends to be the small producer®s strong point, with leaming-by-doing
an integral part of the small producer®s struggle for survival or
expansion.

Schmitz, iIn examining the constraints on growth among small scale
enterprises, identifies a number of factors. Firstly, the question

of exploitation and the low level of remuneration of petty producers -
either forced on them by the greater efficiency of expanding capitalist
production or a consequence of extreme competition amongst petty producers
forcing them to use unpaid family labour or underpaid wage labour.

The second external constraint identified is subcontracting, with the
need to establish the extent to which small producers are independent

or simply an extension of the production network of large firms, working
as disguised wage labour.

The third constraint, access to markets, is again an area where empirical
reality does not always coincide with the perceived wisdom, with the
blockage thought to lie in the pre-existence of very advanced tech-
nologies and in the control which large firms exercise over product
markets, raw materials and credit. Empirical evidence shows that
improving communications does give distributional advantages to branded
standardised products of large firms, especially through advertising,

but there are regional and sectoral exceptions which are important to
recognise.

In the case of the fourth constraint, technological gap, the importance
of physical distance between small producers and suppliers of technology
is identified as the reason that producers are confronted with the tech-
nological gap in some branches and places more than others, with the
successful use of second-hand equipment dependent on local availability
of machines, spare parts and repair services. Fifthly, access to raw
material is stressed as a critical constraint on the growth of small
scale enterprises because of the bargaining difficulties of small
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producers, their lack of working capital, and also government®"s discrim-
ination against small firms in the allocation of raw materials. Easier
access to credit, the sixth constraint, is most commonly suggested by
policy makers. The final constraint, government discrimination, requires
the examination of the growth potential of the small producer in a more
political context, which raises deeper questions about the political
structure of the country.

Structure of the Review%

This survey covers a number of different activities within the industrial
and manufacturing sector, with the selection determined by the studies
available. These are presented alphabetically by sector and include
bakery, construction, metalwork and engineering, shoes, soap, textiles
and finally cross-sectional studies. Within each sector, studies are
presented alphabetically by author. Where two case studies are included
in a study they are examined in one review with cross-references made to
the relevant sections.

In order to provide consistency and systematisation in the presentation
of data the studies are all reviewed in terms of the following
characteristics:

1. Title, author and date of publication;
2. Definition of the informal sector utilised;
3. Sampling base and measurement;

4. Description of the system of production within the branch
(distribution of labour in branch, relative size of labour
force in branch productive units; distribution of productive
enterprises, etc.);

5. Comparisons between large and small scale;

6. Relations of production including enterprise characteristics;
such as size of enterprise, capital-labour productivity measures,
capital-output, capital-labour ratios, labour productivity measures,
cost efficiency of firms, rates of return to enterprise or estimates
of profitability, earnings characteristics and comparative intra-
branch characteristics as above;

8. Ildentification of the overall structure of production (including
the nature of linkages between large and small, formal/informal
units);

9. Conclusions.

Obviously, as in Section One, there are considerable differences in

the range of data collected, and many studies fail to provide inform-
ation on numerous characteristics listed, or are highly descriptive in
content. Equally, it should be noted that not all of the studies refer
specifically to petty commodity production, distinguishing between small
and large in terms of such criteria as levels of efficiency or tech-
nological inputs.

However, presentation in this format is intended to allow, where
possible, for comparative conclusions.
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SECTION PME
BAKERY
Only one case study of the bakery industry is reviewed here.

(A Appropriate technology in a developing country: The bakery
industry in Kenya by R.M. Kaplinsky. Doctor of Philosophy
thesis, University of Sussex, 1981.

Introduction

Kaplinsky, in his case study of the bakery industry in Kenya, shows
how relatively more efficient small scale bakeries are overshadowed
by inefficient large scale bakeries, the latter ensuring their domin-
ation of the market through a combination of marketing and pricing
strategies and relative large scale policy bias. The study further
looks at optimal bakery techniques with respect to technology, size
and the location of bakeries.

Definition

This thesis compares small and large scale production but excludes
"unregistered™ informal sector production units from the sample.
Bakeries, therefore, are classified according to a six-way
classification at full capacity utilisation - "bakeries capable of
using up to 2,500 bags of flour per year, those using between 2,500
and 10,000, between 10-000 and 20,000, between 20,000 and 50,000,
between 50,000 and 100,000, and over 100,000 bags of flour per year"

(p-232).

Sampling Base and Measurement

The study was based on information from 41 of the 46 bakery enterprises
registered with the Bureau of Statistics. In addition, an open-ended
questionnaire survey was undertaken in 1976 of 74 bakeries in Kenya
(Ep- 23, 25). Although the sampled units accounted for 95% of bakery
total output in Kenya it was biased against very small, unregistered
bakeries and rural bakeries using brick ovens.

Description of the System of Production in Branch

Size

The author estimated the size of the bakery industry, in terms of

the number of total establishments, at 90 to 100 bakeries (p. 68).
Assuming a rate of growth of consumption at 6% per annum, Table 1.1
below gives projections up to 1985 of the employment effects under

the existing market share as well as under a "more appropriate set of
market shares™. The left hand column, which gives projections under an
unchanged market share, shows that the total estimated employment would
reach 3,346 in 1985 (p. 190). Urban bakeries produce almost twice the
employment effects of rural bakeries. Examination of the employment
share of different bakery technologies shows the estimated share of
brick ovens to be around 5%, with the remainder in the more capital
intensive tube and tunnel ovens.

Output

One urban-based firm, Elliots, controls two thirds of the output, with
rural bakeries producing only 10% of production, bakeries using ovens
2%, and small bakeries a negligible fraction (a. 191).
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Table 1.1
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(Source: Kaplinsky 1981, 189)
Capital and Capital Productivity

Neither small nor large bakeries exclusively use capital- or labour-
intensive methods of production. Technological distinctions between
bakeries are made nevertheless according to the types of ovens used,

brick ovens being considered less modern than the tube or tunnel ovens used
by the more modern (large) bakeries (p. 29).

As seen in Table 1.2, “there is little difference in investment costs per
workplace between urban and rural bakeries. However bakeries using tube
ovens have significantly higher costs per workplace than their brick-using
counterparts®™ (pp- 89-90).
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Capacity Utilisation

Relating capacity utilisation to the level of investment costs facing various
bakeries in rural and urban areas and with different technologies, Table 1.2

shows the”relatively lower level of capacity utilisation in smaller, rural
bakeries.

Returns

Using the internal rate of return as a measure of marginal rates of return,
Table 1.3 shows that the margin of profit (per bag) of bakeries us™ng brick
ovens are only slightly lower than those using tube ovens (p.1441- When
transport costs are included, however, internal rates of return fall unevenly
and disadvantage larger, rural bakeries and those equipped with tunnel and
tube ovens (p- 158) .

Table 1.3

Comparison of Estimated IRBs for *"full'(*)aad
incomplete samples of bakeries.

Incomplete “Full",
Sample Sample®1

Location
rural 171.5 276.3
urban 94 .4 94 .4
Size (baas o a)
0-2,500 230.3 372.7
2,500-10,000 82.8 120.6
10,000-20,000 130.6 130.6
20,000-50, 000 164.5 164.5
50,000-100,000 74 74
Over 100,000 133 133
Technoloav
brick 110.4 317.3
tub* 131.1 131.1
tunnel 103.5 103.5

(@ Assuming IRR» of 000)1 for the three relevant bakeries.

(Source: Kaplinsky 1981, 153)

1 The incomplete sample drew on a limited sample size due to imperfections
in the data and the high level of internal rates of return (over 1,500%)
in 3 cases (p- 151).

Costs of Production

Table 1.4 shows that rural bakeries and bakeries with brick ovens have lower
average distribution (transport costs) and lower fixed machinery costs than
those of urban bakeries. Similarly, lower technology bakeries with brick
ovans have lower distributional costs than those faced by large scale pro-
ducers (e.g. Seiftees).
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The study maintains that it is the lower selling and distribution costs,
and levels of investment in the industry, that contribute to higher rates
of returns amongst low technology units (p. 160) .

Rural bakeries™ costs are anticipated to be lower due to lower building
standards in rural areas. Unit overhead costs and unit repair costs are
also anticipated to disadvantageous” affect “large, urban based bakeries
using ti\be and tunnel ovens, since brick ovens require little maintenance
(or repair, having no moving parts) and rural and small bakeries have few
overheads which have opportunity costs with the owners 'managing0 and
undertaking clerical jobs in their spare time®™ (p. 159). (See Appendices
43-44 for further information on comparative costs.)

Labour Costs vs. Productivity

A general trend revealed ba Table 1.5 is that unit costs of labour tend to
decrease as the size of bakery increases (p. 119). One exception to this
rule, however, as noted in the study, relates to the two largest bakeries:
". - Elliots having higher unit wage costs than the smaller Seifees bakery
wi- oh reflect” both higher wage races and lower productivity of labour”

;p- 119). The higher unit costs of labour in urban as compared to rural
areas (14.49 shillings per bag produced in rural and 15-60 shillings per
bag produced in urban areas) was said to counterbalance the higher labour
productivity of urban bakeries (314 bags per year per labourer compared to
237 bags per year per labourer in rural bakeries (. 118)).

Unit labour costs in rural bakeries were therefore lower, at Kenyan shillings
14.49 per bag as compared to Kenyan shillings 15.60 per bag for urban bakeries

(- 118) .
Table 1.5

lailt iMbuoéL-eotlM ..wi ME

(Source: Kaplinsky 1981, 120)
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Markets and Competition

Hie lack of taste discrimination amongst bread buyers in Kenya (p. 51)

has meant that large scale bakeries dominate the bread market by marketing
their "image of modernity”™ through the use of superficial quality guises
such as brandname and wrapping marketing techniques.

Otherwise, large high cost bakeries "maintain production by diversifying

into non price-controlled markets®™ (p. 262) such as non-plain bread, and
bakery products like biscuits, cakes etc. In the particular case of the
largest producer, Elliots, controlling twc thirds of the bakery output

(p- 191), its survival and profitability is ensured by the external economics
it derives from vertical and horizontal integration. Its vertical integration
with the local wheat and flourmilling industries allows it to receive supply
and cost advantages including financing from within the conglomerate.
Horizontal integration with breakfast food and other production ventures
particularly enables large scale producers to avoid the constraints of
seasonal fluctuations in consumer income through its ability to switch

to other production outlets, an option not open to small producers (p- 258).

Mercat
holding company
controlling 40% maize sales
flour, maize milling

by-products

1
Elliots breakfast maize oil

bread, cereals
bakery
products

Fig. 1.1 Structure of large scale production : the Mercat group

The domination tactics used by the second largest bakery chain, Seifees,
were to push small bakeries out of the market through the combined effects
of its control over regionalised retail outlets and their competitive
pricing strategies. Such pricing strategies were designed to force down
prices to wholesale levels unprofitable for small scale producers. The same
large scale producer also used differentiated pricing of products in various
markets to secure profits and resorted to marketing strategies, such as the
offer to take back stale loaves of bread from retailers, to capture markets.

This large scale domination over small scale production comes despite many
odds such as their inefficiency in the "use (of) more labour and investment
per unit of output than their more efficient (small scale) counterparts”

(- 91); their lower rates of return compared to small urban and rural
bakeries (p. 160); and their inability to benefit from the insignificant
level of scale economies in bakery production. At the same time, however,
dominant large bakeries are to some degree in competition and complementary
production with smaller bakeries. Large bakeries tend to dominate urban
markets, the market for “luxury® bakery products (biscuits, cakes etc.),
but also share in the lower income urban markets. The apparent lack of
taste discrimination in bread consumers appears to give some small bakeries
a competitive basis in the bread market, while régionalisation of large
scale production in urban areas reserves a market for small rural bakery
production.
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Conclusions

What emerges from this study is that large scale production is not necessarily
synonymous with efficient production. The basis for domination of large

scale over small scale bakeries is primarily through non-price competition,
although pricing strategies (such as differentiated pricing) play an Important
part in profitmaking for some large scale producers.
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SECTION TWO
CONSTRUCTION

The particular concern with small scale enterprises in the construction
industry relates to its capacity to stimulate economic growth through a
multiplier effect on labour intensive production. This also explains the
interest in petty commodity housing production in the building construction
and materials industry (see Lubell and McCallum 1978). However, data on
informal or petty commodity production (pep) in this area is limited to
qualitative information on subcontracting linkages in the building construct
ion industry. What quantitative data that exists is limited to the building
materials industry. This Section will look specifically at Ganesan"s

(1982) case studies on small Ffirms in the construction industry while making
reference to other studies where relevant.

@ Management of Small Construction Firms by S. Ganesan. Asian Product-
ivity Organisation, Tokyo 1982

Introduction

Ganesan®s main concern is to examine the problems of growth and infra-
structure development of the small scale construction sector, as a basis
for policy formulation. He also examines the linkages between modem and
traditional sectors in building materials and contracting, drawing on case
studies from one developed country, Japan, and several developing countries,
including Thailand, Philippines, Singapore, Sri Lanka, and Hong Kong, with
details of the latter two presented here. Relevant information on output
and productivity is presented separately for each case study with details
on the building construction and materials branches.

Hong Kong

Introduction

This case study on the technological features, operational problems and
policy assistance issues of small scale construction was undertaken between

1970 and 1979 in the context of a real growth rate of construction of 12.3%
(- 71).

Definition

The definition of small scale firms was defined as less than 50 employees

(p- 103).
Sampling Base and Measurement

The case study was based on a survey of 300 firms selected from a list of
1,000 firms in a 1979 Builder Directory, including general and trade
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subcontractors. A total of 40 firms responded to *+e questionnaire (iui-102i .
The building materials survey consisted of 42 firms selected randomly in
1980 (p- 92).

Contracting

The study estimated that between 5 and 6 thousand construction firms, including
main subcontractors and specialist contractors, existed (p.- 102). However,
registered contractors only amounted to 115 in 1979 (p. 102). The study
speculated that “over 90% of subcontractors were very small firms, employing

an average of 20 workers, with a total of 140,000 persons in the construction
sector (p- 102).

Output

Output in contracting was said to range from a few hundred thousand dollars
per year to around half a billion dollars — * (p. 102). The high 14% ratio
of all owned assets to annual output for building and civil engineering
contractors was attributed to the high cost of land, buildings and office
space in Hong Kong (p- 105). The ratio of plant assets to annual output

in the building sector was put at 4.5% and 11.5% in the civil engineering
sector (p- 105). Smaller firms were said to generally have higher investment
in relation to output (. 105).

Importantly, the Hong Kong Survey found that building contractors handed out
48% of the vadue of the work to subcontractors, and 32% to civil contractors

(- 104) .
Capital Investment and Plant Utilisation

The study bases its statements about small fTirm capital investment and plant
utilisation patterns on the premises that: "@) assets per worker would be
greater for large firms when compared to smaller firms, and (b) the output-
assets ratio whether it is gross output or net output would be larger for
smaller firms®™ (. 104), implying that “less investment in capital in a
smaller firm would lead to proportionately more output®™ (p- 104).

Small firms were therefore seen to be less efficient in capital usage, but
this was ascribed to specific problems exacerbated in the Hong Kong context
- the higher cost of building space, and land, etc. ip. 105).

Labour Productivity

In terms of labour productivity, the study observed: " considering
permanent employees only, larger firms were almost twice as efficient

in manpower utilisation (measured in $ output per worker) as the small firms®
(- 103). This is partly explained by the highly non-permanent nature of small
scale labour (p. 103). According to the study, "... (@)nother relevant

factor is that firms that are highly specialised should have higher labour
productivity them those in general subcontracting®™ (- 103).

Linkages - Subcontracting

Subcontracting is described as a two-party agreement, in this case being
vetted by standardised legal documents in the public and private sectors.

Subcontracting was said to be largely practised as a means of labour supply,
which could sometimes involve the “subletting® of a whole job (p. 104).
Generally, it covered most trades, and all firms with an annual output of
under $1 million (p. 104). Sophisticated finishing was, however, the
exception to this subcontracting practice.
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Labour utilisation amongst contractors seemed to include apprentices. 19

of the sampled firms in the Hong Kong Survey together employed 2,400 workers,
including 176 apprentices in professional, technician, operating or crafts-
men grades (p- 106). However, by comparison over one third of the firms had
not used apprenticed labour from 1977 to 1978 (p- 106).

Growth and Constraints of Subcontracting: Intersectoral Linkages

The growth of subcontracting was said to be linked to the growth in the
construction industry in Hong Kong, which "more than doubled its output

in the seventies®, and to follow from the increased specialisation and special-
ist contracting arising from increasing sophistication in building designs
(p-103).

Amongst the reported constraints facing contractors were inflation, insufficient
craftsmen ind supervisory personnel supply, and materials shortages. Inflation
particularly figured as a major constraint in 1979 ip. 106). Additional
problems arose from the system of delayed payment, which, running up to

3 months, induced cashflow problems (p. 106). The management of sub-
contractors was also posed as a problem ip. 107).

Building Materials
Description of the System of Production in Branch
Size

Within the building materials sector the majority of units are small scale,
with most of these employing between 1-9 workers (see Table 2.1). For example,
93 out of the 123 units in sawmilling, 11 out of the 20 units in structural
clay products, and 136 out of the 213 in nails, screws and hinges employ

fewer than 9 workers.

Table 2.1
PRODUCTIVITY INDICES FOR MANUFACTURING CLASSIFIED BY EMPLOYMENT SIZE

(Productivity = 100 for the bluest employment groupl

bstablishment sue and Productivity Indices

Total
Description Units No. in No in No. in No in
Sue PI-1 P1-2 Sue PI-1 PI 2 Sue PI-1 Pl 2 Sue PI-1 Pl :
A B C D
Saw Mills 12T 93 58 78 14 77 54 12 102 85 3 100 100
Structural CL»>
Products* 20 11 56 93 5 64 85 4 100 100 _ —
Nails. Screws and Hinftes 213 136 2 115 53 113 124 15 93 103 6 100 100
Non-melaUic mineral
products (concrete
pipes, stone crusher, .
bhuxs et. 1 48 39 39 9l na nj n.i 5 10c 100 1 na n-
Hand tools and
general hardware* 310 n.a n.a n.a 63 93 114 57 112 106 15 98 105
Metal Windows and doors 804 731 38 96 46 101 93 21 83 86 7 100 100
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(Source: Ganesan 1982, 91)
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Productivity

As seen in the production characteristics of the small scale (Table 2.1
above), small scale is characterised by lower output per establishment and
lower labour productivity. Assuming raw materials to be "more or less the
same regardless of the size of operations ...° (p. 90), Ganesan finds that
productivity improves with the increase in the size of the establishment
Ip. 90). The differences, however, iIn the 2C-49 and 50-99 persons group

are negligible (. 90).

Productivity increases as indicated by 65% of the sampled firms were attrib-
uted to (@ Iincreased mechanisation, (b) labour being more skilled or experi-
enced, and (©) better management® (p. 92).

Capital Investment

In relation to technology inputs, capital investment was said to range from
hand-driven tools and semi-automatic machinery (in smaller units), to fully
automatic machinery (half the sample), in firms with a gross output of over
$5 million (p- 92).

Constraints

Amongst the constraints identified by firms and industries in local building
materials manufacturing were: 1) the lack of skilled and unskilled workers

in certain areas (metal, wood, glass parts industries; 2) the lack of stor-
age facilities (e.g. for bulky products); 3) the lack of factory space

for manufacturing; 4) lack of raw materials; 5) insufficient markets
(especially in metals) and marketing difficulties; 6) problems with financ-
ing working capital; 7)) late delivery orders; 8) old and obsolete machinery;
and 9) inflation, which was said to be*more of a problem for the larger

firms with higher running costs and uncertain markets®, whereas “lack of
capital ... (Was) ... a bigger problem for the smaller firms® (p. 93).

Sri Lanka
Introduction

This case study examines the problems of small scale construction firms,
particularly of buildings materials units, in a policy context. By way
of background, the growth rate in the construction industry of Sri Lanka
was estimated to be 11% in 1980 (p- 16).

Definition

The study distinguished between traditional (very small units), modern -
medium scale and modern - industrial materials production units according to
technological characteristics, but specific details as to their distinctions
were not given.

Sampling Base and Measurement

The data source included national census and statistical data, and a number
of studies, most important of which was by Ganesan (1979): Growth of Housing
and Construction Sector: Key to Employment Creation (Pergamon, Oxford,
Chapter 6).
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Construction Contracting

Construction contracting in the 1960s was said to be largely performed "in
an informal atmosphere, witn practically no access to capital, qualified
personnel etc. (Although) there were also a few major civil engineering
contractors (including earth moving). (BE)xcept for construction of major
bridges and highways, the bulk of the work was done by the contractor
system, and a good deal of it was channelled through the National Chamber
of Commerce in the late "60s ..." (p- 31). The “market® of the small scale
contracting sector was traditionally defined by the private housing sector
market. Recent government policies since 1977 have, however, extended its
market direction towards the public housing sector. In these terms the
increasing importance of public sector contracting out to small firms makes
it interesting to look at the contracting system as it relates to the public
sector.

"Subletting®™ on the basis of provision of labour (only) by the subcontractor
"was in the 1960s a common practice” (p- 32) . The study gives

two examples of public sector contracting in the 1960s. In road works

jobs were contracted out to overseer contractors who were employed by the
Public Works Department. Irrigation Department work, however, was done by
private contractors, under the supervision of Department technical staff
(- 31). "The technical assistant actively helped the contractor to do the
job; he was often part of the contractor®s organisation and - as believed
by many - shared the profits of the contractor, although this was illegal.
Officially he supervised the work and also certified the work for payment
by the Department®™ (p. 31).

State direction of the contracting system, introduced after the 1970 change
of government, uas organised under the Sri Lanka Construction Consortium.
Under this system, "considerable flexibility is exercised by this organi-
sation in the selection and recommendation to the government of contractors.
Neither the organisation nor the selected contractor gives a binding
guarantee to the government for the completion of the contracted works, based
on a negotiated sum. However, the Consortium undertakes to replace the
contractor in case of faulty work™ (.- 32).

Unlimited value contracts were allotted out to contractors under this consor-
tium according to the value of turnover deemed manageable for various
contractors. Thus, “there are only a few contractors who can manage an annual
turnover in the region of Rs. 50-100 million. Out of 150 contractors registered
with the Department of Buildings, only 10% are in the category eligible

to do works of unlimited value greater them Rs. 1.5 million per project® (p. 32).
Only 25 contractors recently were categorised as being able to handle jobs
greater than Rs. 1 million (pp- 32-33) . The State Development and Construct-
ion Corporation had a turnover capacity of Rs. 80-150 million, while the

largest (local) civil engineering contractor, Ceylon Development Engineering
Limited, had a turnover below this. The relatively limited capacity of local
construction contractors, especially in terms of complex jobs, has resulted

in the contracting out of Rs. 7-8 billion worth of construction jobs to

overseas contractors in recent years (p- 34).

Description of the System of Production in the Building Materials Branch
(Sri Lanka)

Employment

A comparison of the production characteristics of the main sectors within
the building materials industry in Sri Lanka is presented in Table 2.2.



904N0S)

“I86T Uesaueq

(>4

COMPARISON OF LABOUR INTENSITY, CAPITAL INTENSITY AND MACHINERY AND
TOOLS USED PER WORKER ETC. IN BUILDING MATERIAL PRODUCTION IN SRI LaNKA (1973 VALUES)

Average
output
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¢ establls establish-
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ment
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5U.UUU
Viiiu scale 169 below
including 300.000
traditional
Modern 28 i00.u00
medium 1.000,000
scale
Modern 12 above
mdustiul 1,000.000

m V. - market value ol asset*.

Kmploymeceni
(direct i
in Ks )M

production
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persons

4)u 4
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40

37

j.(. - replacement >0* new al 1973 pnce*.

Payment
to labour
(direct)

noi
output

%

3b

21

10

17

Gross capital
assets per
workerl

m.v. r.c.
Ks. Ks.

4U0-20U0 800-470(1

400-1 2000 800-15000

6400-44000 13000-101000

9800-217U0U 215001H1 2000

M achinery & tools
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m.v. rec.
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1-700 1-1300
1-7700 1-1 1000

2500-24000 6000-69000

3300-182000 5300-332000

Capital
output
rallo

m.v
Ks.

0.3-0.8

0.3-1.9

0.4-1.6

02-4.3

1 Priiuip.il materials m the dilicrent sector* are given below. Some materials are manufactured In more than one vector, rraditional. brick*,
country ulc*. wno, bme, cuJjan. etc Small scale timber, cement product®, brassware, aggregate, drainage lilting*, electrical linings etc. Modern
mrdtum uj/r ilat tile*. paint, varnish and distemper, wire nails, electrical linings and switches, brassware and other lilting tie Modern industrial
cement. tied, plywood piuducls, asbestos cement products, hardware, ceramics, plastic pipes, electrical cables, etc.

J At c\ factory price.
J Working capital was not included.

4 '\ pan ot this employment is part-time or seasonal. No allowance has been made for this in the computations in this table.

source: Ganesan (1979), op. cil. p. 25



129

The traditional sector as seen here is more labour intensive than other
sectors, with the employment contribution of the traditional sector

estimated at 70% (p. 8). The differentials existing between employment
generation in these varirus sectors, however, were said to be accentu-

ated by the temporary or seasonal status of much traditional sector
employment.

Output

Table 2.2 shows the marked distinctions in average output between various
sectors. Traditional building materials units are estimated to supply

35% by value of all building materials consumed (p- 8), and had an average
output valued in 1973 prices at Rs. 50,000. This is compared to an average
output of Rs. 300,000 to Rs. 1,000,000 in the modem medium scale sector,
and Rs. 1,000,000 and above in the modem industrial sector.

Labour and Capital Productivity

Measures of labour and capital productivity for comparative sectors as
indicated by the direct payment to labour in output and capital output
ratio are also given in Table 2.2. Table 2.3 provides a breakdown of
capital measures (capital assets per worker, machinery and tools per worker

and capacity utilisation) according to different building materials used in
different scale units.

Table 2.3
Labour. Capital Resources Used and Capacity Utilization in Selected
Material Production Units, Sri Lanka (1973 values)
Direct employ, . Capital assets Machinery and C apacit
No. of inRs 1M Incom(%i%ir;iz)ratlon per worker tools per worker utilr;atlign
No. Building material establishments production %" (m.v.) (m.v.) *
no. of persons Rs. Rs.
Tradinonal and small tale uniti
1 Brie ks 37 1.120 a7 700 10 67
2 Sand 13 BSO 79 400 13 44
3 Country tiles 4 850 47 500 6 63
4 Cadjan S 800 52 400 1 44
5 Aggregate
(a) Manual quarry 2 S60 45 1.300 110 81
(h) Mech. crusher 6 110 21 8.400 4.000 14
6 Lime 17 240 28 1.600 40 50
7 Brassware 19 Lc« 27 1.400 700 53
8 Drainage fittings 1S 100 24 7.300 3,700 4
Modern medium sale and largr industrial units
9 Flat tiles 5 140 21 6.400 2.500 65
10 Hardware 1 100 31 25.000 20.000 25
11 Cement 1 24 14 93.000 46.000 67
12 Asbestos cement 2 14 10 17.000 5,100 68
products
13 Steel | 14 9 59.000 74.000 41
4 Paint, varnuh. 9 14 0 26.000 14.000 31

distemper etc

m.v. m M rkit ««lue

Sourit

Canestri (IV7V). op. fit

(Source: Ganesan

1981,

199)
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Capital-output ratios in traditional units (as measured by the market

value of assets) are estimated at 0.3-0.8; modern medium scale units

have a capital output ratio of between 0.4-1.6; and larger modem industrial
units have one from 0.2-4_3.

Capital-labour ratios (as indicated in the market value of assets) vary
considerably between units. Traditional units, for example, employ between
Rs. 1-700 capital per worker compared to Rs. 2,500-24,000 in the modem
medium scale and Rs. 3,300-182,000 in the modern industrial sector.
(Appendix 45 shows capital assets per worker amongst other production
characteristics for brass and steel materials used in small, modem medium
scale, and modem industrial units.)

Capacity Utilisation

Capacity utilisation was said to have "a strong bearing on the capital
intensity of production, since a lower capacity utilisation leads to a
higher effective capital intensity”™ (pp- 23-24). (See Table 2.3 and App-
endix 46.)

The expansive range of production of building materials in these various
sectors (including the large industrial sector) (Table 2.3) shows sub-
stantial variations in capacity utilisation between and within sectors.

Manual quarry and mechanical crusher aggregate are produced in the traditional
and small scale building materials units, under a capacity utilisation

of 81% and 14% respectively. The capacity utilisation of asbestos cement
products production in the modern medium scale and large scale industrial
sectors is 68% compared to 25% in hardware products.

Linkages

The foreign exchange component of building materials production appears

an important linkage in this sector. Appendix 47 shows that raw materials
are the most important component of foreign exchange needs in building
materials production. Between production units, larger buildings materials
factories and corporations are said to absorb greater amounts of foreign
exchange than smaller units (p- 24). This is amply illustrated in terras
of roofing materials production in Appendix 46, where traditional units
producing country tiles had a 0% foreign exchange content in output,
compared to a 10% foreign exchange content in flat tile production by
modern medium scale and modern industrial units, and 41% and 82% respectively
in asbestos-cement and Gl sheet production by modern industrial units.

As seen from Table 2.4, between 25% and 30% of total retail sales of build-
ing materials were imported (p. 17). In 1979, the retail value of these
imports was Rs. 628.7 million. A diversity of raw materials are also,
however, produced locally for the construction industry (refer to Table
2.3). Bricks, sand, country tiles, cadjan, aggregate (manual quarry and
mechanical crusher), lime, brassware, and drainage fittings were produced
by the traditional and small scale sector. Building materials such as

flat tiles, hardware, cement, asbestos cement products, steel, paint,
varnish, distemper etc. were meanwhile produced bv the large scale sector.

Conclusion

While providing important quantitative data on output and productivity
measures in the building materials industry, this study was limited by

the speculative nature of evidence on the small scale contracting sector.
Nevertheless, a prominent feature in the construction sector which is
highlighted is the highly labour intensive nature of small scale production
by comparison to other sectors, and the importance of subcontracting to the
construction sector.
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Table 2.4
Building Matariais — Local Production and Imports, Sri Lanka
All value in Rs. M.
Local Production
Imports Total
Year From registered From other Total local . . .
(retail value) (at retail prices)
factories units production
1968 203.3 108.3 316.6 119.4 431.0
1969 250.4 1249 375.9 168J 543.6
1970 303.9 129.6 432.6 181.6 615.1
1971 313.9 127.8 441.7 161.0 602.7
1972 358.2 133.4 491.6 190.6 682.2
1973 407.9 163.3 571.2 211.3 782.5
1974 469.1 165.6 634.7 199.7 834.4
1975 452.3 164.0 616.3 227.7 844.0
1976 469.7 175.8 645.5 340.9 984.4
1977 550.8 188.7 739.5 286.1 1025.6
1978 867 5 191.6 1059.0 363.7 14228
1979 11449 527.9 1672.8 628.7 2301.5

Source: Dept, of Census and Statistics, National Incomes Estimation Division.

Note: (1) AIll prices are at retail values.
(2) Prior to and including 1977 retail value (of imported materials) includes FEEC* charges of about 65%. (= Foreign Fxchange
Entitlement Certificate).
(3) C.i.f. values far 1978-79 reflect also the devalued rupee (USSI — R*. I6(app.)).
(4) Retail value of imports is in the range 25%-JO% of total materials consumed (1979 = 27.3% and c.i.f. value of import for the
year = Rs. 4J2.2 M).
(5) Products from o\.er units are traditional materials like hand-made bricks, sand. lime, aggregate etc.

(Source: Ganesan 1981, 198)

® Other Construction Studies

Several other studies allude to or confirm the product quality distinctions
between low and high income markets and traditional and modern technol-
ogies. Lubell and McCallum (1978) in their case study on the construction
industry, Bogota: Urban Development and Unemployment (Geneva: I1L0O), cite
the exclusive production of chircal (low quality bricks) for low income
housing production. In relation to the building materials used by petty
commodity producers, Moser (1982), in her housing microstudy of Guayaquil,
Ecuador, "A home of one"s own: squatter housing strategies in Guayaquil,
Ecuador®™ in A. Gilbert (ed.), Urbanisation in Contemporary Latin America
(Wiley, Chichester), shows the way in which low income communities use

a wide variety of materials in building their hemes. These range from
recycled scrap, excavated materials, as well as a variety of house build-
ing products bought from small producers on the commercial market.

Subcontracting is an important element both in the structure and relations
of production in the construction industry. The complex relations of
production produced by chain subcontracting between small and large
contractors in the building construction industry is a phenomenon arising
out of the divisible nature of the construction process. Chris Gerry
(1979), in Poverty in employment: a political economy of petty commodity
production in Dakar, Senegal (Doctor of Philosophy thesis, University of
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Leeds, March 1579) (and also Gerry (1978) “Petty production and capital-
ist production in Dakar: the crisis of the self-employed®™ in World
Development Voi. 6, nos. 9/10), shows how chain subcontracting within the
construction industry is an area of partial proletarianisation, involving
the use of independent entrepreneurs, partly doing contractual work, and
jobbing to building contractors. Chain subcontracting creates a chain of
"unproductive* middlemen and likewise a means of differentiating remuner-
ative scales, with actual labourers at the bottom end of the scale.
Subcontracting in this sense involves the consignment of an order with
time stipulations to one enterprise and the subsequent ordering out of
parts of the production process to one or several other enterprises as

a sequence of cooperative subcontracting relationships on a piecework
basis. Thus, cooperative subcontracting is seen to offer an alternative
to subcontracted enterprises not having the time to do the total joo or
net possessing the range of skills to complete the process (Gerry 1979,
304-305).

In her account of the range of productive relations within the construct-
ion industry in Lima, Peru, "Who are the self-employed?® in R.J. Bromley
and C. Gerry (eds.), Casual Work and Poverty in Third World Cities (John
Wiley, London), MacEwen Scott (1979) shows that these contracting enter-
prises experience differentiation according to the levels of capital

and technology invested and forms of employment within enterprise size
categories.

Ciianit = - M *« marks) —
Fig. 2.1 Relations of dependence and independence in the manufacturing sector

(Source: Bromley and Gerry 1979, 115)

In contrast to Ganesan®"s (1981) Tfindings of limited specialist subcontract-
ing in developing countries, MacEwen Scott (1979) finds that small scale
construction is typically performed by a number of specialised artisans
(e.g. building trade workers in bricklaying, plumbing, electricity,
installation, painting and carpentry). Fig. 2.1 above gives a diagramatic
representation of the organisation of this industry. The construction
process is typically consumer-oriented and directed towards middle income
and low income clients. Materials are provided by clients and the
technology low, while labour is provided by specialists and paid or

unpaid family labour and apprentices. Similarly, masterbui.lders

operating small businesses composed of journeymen, apprentices and
unskilled iabour will gear production towards consumers but more usually
control subcontracting from large scale construction consortiums. in
contrast with other areas of production, intermediaries in this context of
subcontracting are largely the masterbuilders, professional architects,
and engineering working labour force (MacEwen Scott 1979, 116). Signif-
icantly, MacEwen Scott speculatively contends that the control of prices
in held by large enterprises rather than workers.
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SECTION THREE

METALWORKING AND ENGINEERING

This section contains three case studies or metalworking and engineering.

The First two, Gerry ((979) and Hakam (1978) share a common interest in
recycled materials or spare parts, though differing with their emphases.

wall (19C0), focussing on the localisation of the bicycle industry7,

provides information relating to the structure of productive relationships

in this section of the engineering industry. In addition to these,

De Coninck®"s cross-sectional study on petty commodity producers ireludes

case history data from the enamelware and metal furniture making and

hoe manufacturing industries (see Section Seven)-

(@A Poverty in Employment: A Political Economy of Petty Commodity
Production in Dakar, Senegal by Christopher Gerry. Doctor of
Philosophy thesis, University of Leeds, 1979

Introduction

In his case study of petty producers in Dakar, Senegal, Gerry looks at
the forms of subordination ap ngst different petty producers, including
recyclers in the metalworking industry.

Sampling Base and Measurement

Gerry®s sample was collected through a questionnaire survey of 285 self-
employed small scale producers, in four occupational groupiigs. The sample
came from 3 districts in Dakar, representing between 1% and 2% of Dakar"s
petty producers and traders (pp. 419-420).

S cycling in Dakar

ia the recycling works ops of the Rebeuss Niayes-Thocker district of

r kar, Senegal, Gerry finds that mechanics and metalworkers are integrated
into a system of production for commercial large scale suppliers of spare
parts . As such small metalworkers are n(t necessarily typical artisanal
vorkers producing for direct orders but rather produce “for a mass
market, in demand conditions which are well known to them®™ (p- 289),
the bond of metalwork producers ruch as vehicle repairers to a system of
intermediary supplier nitwoiks is determined by large scale (spare parts)
supplier biases against unregistered trading connections (pp- 279-280)

(cf Schmitz 198?7) . At the sa»'e time the implied dependence of these
secondhand machinery users on foreign supply is said to in turn imply

a "quasi-monopoly of supply repair and maintenance® (1979, 273). Coupled
with the above supply probnems, the restriction of small vehicle repair
shops to left-over iregular markets not controlled by European concession-
naires iIn regular component supplies (p.- 290) appears as a major constraint
to thece producers.
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@3 Technology Diffusion from the Formal to the Informal Sector: The
Case of the Auto-Repair Industry in Ghana by Ali N. Hakam. Geneva,
ILO, 1978

Introduction

In this case study of the auto-repair industry Hakam shows how, iIn a
materials scarce economy, the informai sector organisation of the
secondhand auto-repair industry provides an important means for techno-
logical diffusion from the corral sector. He describes the importance of
informal sector aaapted technology, and a labour-intensive apprentice-
ship system, xn providing the technological bas’s and labour torce to
both complement and substitute for formal sector modem technology supply
deficiencies in the auto-repair industry

Definition

The distinction between the informal and formal sector is based on the
level of technology with the formal sector utilising modern technology
while the informal sector relies on labour-intensive adapted technology.

Samp,ing B se

The sample consisted of 212 auto-repair enterprises located in Accra
and in other regional capitals.

Desr rjpt.ion of the Branch of Production
Employment

The importance of "informal sector " employment generally in Accra is
;homn in Table 3.1, while Table 3.2 shows the contribution of apprentices
to the metal engineering industry. OFf the total of 35,665 workers in
1970, 23,000 were apprentices (p. 11) and overwhelmingly young (between
15 and 24 years). Within this branch the range of labour demand varies
according to the line of vehicle repair, as seen in Table 3.3. Of the
branches, vehicle repair (fitting of engines) and welding (straightening
and bodybuilding, end spraying of vehicles) provides the most employment
(p- 15 and 16).

Capital Intensity

As expected, the level of capitalisation of firms ir the secondhand
auto-repair industry was limited. 40% of sampled firms had invested less
than 300 cedis in machinery and tools, and only 26% invested 1,000 cedi,

in machinery and tools (p- 60, 53). This informal sector industry was
thus characterised as labour-intensive, with low capital usage of obsolete
machines and rudimentary tools and machines (hammers, screwdrivers,

vices, chisels, mallets, simple drills and oxyacetylene torches), and
scrap materials such as iron and steel (p. ) (see Table 3.3).
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alqelL

© “g/6T Lledey

£isiEifufion_of employment bv industry and sector (1960-79). J17000 persons)
Industry 1960 1970 1974
Both sectors Both sectors Formal sector Informal sector Formal sector

Agriculture 1 581 (61.8) 1 787 (57.2) 49 1 737 )
89)

nining 48 (1.9 31 (1.0 25 6 )
Manufacturing 220  (9.1D) 380 (12.0) 53 327 60
Construction 89 (3.5 74 (2.3) 49 25 47
Utilities U (0.6) 12 (0.4 2 - 20
Commerce 371  (l1a.b 436 (13.9) 36 400 37
Transport 68 (2.6) 84 (.7 33 51 35
Other services 154 (6.0) 329 (10.5) 138 191 181
Total 2 249 (100.0) 3 133 (100.0) 395 2 737 469

PJ.ap (Accra, 1977), p. 333; The 1970 Census, the
Statistics, and the Economic Survey (Accra, 1977). The figures for the informal
sector were derived as residuals by the author.
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Table 3.2

Apprentices in the metal engineering

industry (19701

By region Rales
Great Accra 5 303
Eastern 5 307
Ashanti 7 724
Brong Ahafo 1 954
Central 3 601
Hestern 2 394
Volta 3 682
Upper 299
Northern 496

Total 30 760

By age group

15-19 12
20-24 12
25-29 4
30-34 1
35-64

006
929
259
045

521

Source: Population Census, 1970.

(Source: Hakam 1978, 11)

Fenales

102
55
82
20
10
16

287

68
201

18
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No. of establishments

G°g/61 WexeH

Nt of sample
No. of machines:
Electric
Diesel

Hean age of machines
(years)

% secondhand
Fixed X per firm

No. of power-driven
machines per firm

Output per firm (per
mont h)

No. of workers per firm
(including apprentices)

Capital per unit of output

All

industries Auto

150
47
317
149
19

6.2
25
685

1.12

275

7.39
2.49

spraying

36
12
12

3.5
33.3
C 2 600

Welding

10
6.7
96
51

6.2
13.5
C 4 263

C 1 427

2.96



Bolts and

nuts

1.3

13

5.2
23
C 2 30U

C 1 335

3.6

1.72

General
repair
105
70
62
30
2

5.9
25
C 190

C 160

6.2

1.16

Auto

elec.

5.3
19
19
13

31
C 539

C 180

6.5

3.27

Cutlasses,
fitc.

hoes,

11
7.3
36

5.1
3.91

alqel
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Labour Intensity and the Apprenticeship System

In Ghana the particular labour-intensive organisation of the auto-repair
industry through the apprenticeship system serves the following multiple
purposes:

a) the payments made by apprentices provide a means of income for
masters and a source of capital for enterprise building;

b) it provides a means of generating a skill for apprentices;

¢ while providing a negligible income for apprentices in cash and kind

G- 4 .
Markets and Competition

Generally, formal sector production in the auto-repair industry is said

to service the higher income market, while informal sector production of
secondhand and adapted technology is largely restricted to the lower

income end of the market. However, because of the problems associated

with formal sector dependence upon foreign raw materials supply (e.g.
foreign exchange shortages etc.), informal sector repair services and
technology (with secondhand and scrap materials) makes up for formal

sector supply deficiencies. Therefore the market for informal sector
secondhand spare parts supply is not always segmented and restricted to the
lower income market.

Primarily due to the labour-intensive nature of its production and use of
cheap raw materials (as iIn auto-spraying, and the use of scrap metal and
broken down autobodies and labour intensiveness in welding and truck

body building), the informal sector holds competitive cost advantages
over the formal sector. Other aspects of its competitiveness lie in its
sometimes complementary provision of raw materials and products in the
auto-repair trade and bolts and nuts production (pp- 55, 56).

Expansion and Survival

Small enterprises in the industry are, however, subject to Fierce
competition, as indicated in the high attrition rate of small enterprises
shown in Table 3.4. Not surprisingly, auto-repair is thus said to be

a negligibly profitable enterprise with a low rate of capital accumulation

(- 48).
Conclusions

Although this study lacked quantitative information, it nevertheless
showed that the informal sector auto-repair industry provides an import-
ant source of employment, and performs an important area of complementary
service production, but does not provide a profitable means of income.

As was shown in Part Two in the African city studies, the informal sector
often survives with the apprenticeship system as a source of cheap
labour.
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Table 3.4
he saiPle enterprise (12 fifs)
Tears iIn business % of total enterprise
Less than 5 5U
6 to 10 22
11 to 15 10
16 to 20 6
21 to 25 3
26 and over 5

100%

(Source: Hakam 1978, 13)

© Studies of Small Scale Enterprises and Urban Labour in South India
by John Harriss. Development Studies Occasional Paper No. 19,
University of East Anglia, March 1982

Introduction

In examining the “working poor® of Coimbatore in the Tamil Nadu region of
South India, this city level study looks at the nature of linkages between
small "informal®™ and large scale activities, with particular reference

to the engineering industry. The study explores the nature and extent of
informal sector subordination to large scale enterprises and examines the
evolutionary growth dynamics of the informal sector. The quantitative

data in the study include sectoral data on informal sector employment and
very brief data on the relations of production in enterprises. Most of

the data on the relations of production is inclusive of all petty commodity
productive (pep) units in Coimbatore, the data on linkages more specifically
looking at nature of productive relationships within engineering.

Sampling Base and Measurement

The study was based on field survey data of workshops and factories in

the engineering and metal industries, iIn addition to petty commodity prod-
ucers in these and other industries. Included in the data collection

methods of 87 workshops and 84 petty commodity production units were partici-
pant observation and survey interviews undertaken in 1980. The sampling
procedure varied according to the employment category. Registered large
scale factory units were sampled systematically for 15 out of a total

of 53 units; and a 10% random sample taken for small scale industries
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(pp- 13-14). Pep units were sampled representatively from an occupational
survey of 5 slum areas in Coimbatore (pp. 13-14).

Description of the System of Production in Manufacturing
Sectoral Distribution of Industry and Employment

The picture of sectoral employment and industrial struc. ure amongst
registered production units presented for Coimbatore in Table 3.5 below
shows that small scale engineering units (33-37) dominate the industrial
structure.

Forms of Production

The activities described as the "lower forms of production® (see Appendix
48) cover a range of engineering activities such as graded iron castings,
and rough castings, and traditional areas of petty commodity production
such as those of shoe and sandal making and leather working activities.

Relations of Production
Labour Force Composition

Most pep units in Coimbatore are sole entrepreneur enterprises rarely
employing more them 1 worker; the modal unit employs between 10 and 20
persons; although there are also workshops with over 50 employees (p. 15).

A household survey in Coimbatore found that 59% of those working were
casual workers (@0%) and dependent and self-employed workers %) (see
Appendix 49).

Capital Investment and Returns on Capital

"New®™ pep activities such as engineering have higher investments and returns
than do traditional craft activities such as basket weaving. Thus investments
in engineering activities ranged from Rs. 1,000 in cycle repairs to Rs. 10,000
in lathe shops, and several thousand to several lakhs of rupees in workshop
units, typically ranging from Rs. T,000 to Rs. 70,000 (p- 15).

Ownership and Financing

The ownership characteristics amongst unregistered and registered production
units as set out in Table 3.6 below show that unregistered enterprises are
started by workers/artisans, while registered workshops most typically are
owned by managerial professionals or business professionals (p. 16).

The financing patterns of unregistered tod registered units (see Table

3.7 below) shows that fewer registered workshops receive institutional
financing for initial investment (between 13% and 38%) than for further
financing (B88% to 95% of the cases). Fewer unregistered workshops received
institutional financing for both initial tod further financing, with 7-29%
receiving it for initial, and 50% for further, financing.

Chit funds and private financier sources are important for worker/artisan
registered and unregistered units. Amongst other funding sources are those
from ktoduvaddikaran or petty moneylenders who charge exorbitant interest
rates "ranging from rates as high as 10 per cent per week, or 12 per cent over
10 days, to rates in the order of 20 per cent on a loan of Rs. 1,000 over

100 days ..." (p- 18).
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Table 3.5
Factory Industry of Coimbatore 1979.(Coimbatore Taluk data)
(i) (U) Tiii
Industry size of units (numbers employed) £ of all registered
10-20 21-50 51-100 101-500 above 500 TOTAL @mP loym@nt SSi
in reg.ind. un its
20-21 Food Prods 23 9 3 1 1 37 3 15
22 Beverages 0 0 1 1 0 2 13
23 Cott
otton 33 17 25 35 135 49 n
textiles
24 Other 3 0 0 0 0 3 n
textiles
26 Hosiery & 1 3 0 0 0 4 16
Garments
27 liJood Prods 16 5 0 0 0 21 33
28 P Prod.*
aper  rrod.m 11 3 2 1 58 1.8 119
4 Printing
29 Leather 1 1 1 0 0 7 16
Prod
*0 Rubber 4 33 11 4 3 0 51 2 85
Plastic
Prod.
31 Chemicals 4 9 9 1 0 0 19 3.P 72
Chem.Prods
32 Non-metallie
mineral 6 0 a 2 24 3.4 67
prods
33 Basic 68 55 9 6 1 139 8.8 2*4
metals
34 fletal 30 17 0 4 0 51 3.4 261
prods
35 Gen machin-
ery 4 pts 88 58 18 12 3 179 17.5 35.8 312
36 Electrical
machinery 12 13 5 6 0 36 2.6 101
37 T t
ranspor 10 5 7 1 35 3.4 36
equipment
38 Other 3 1 2 0 n 6 20
manufactures
Others 5 5 3 0 0 13 0

Notes;

(1) “Factory Industry® here refurs to units which are registered under the
Factories Act with the Inspectorate of Factories. According to the terms of
the Act this should be all unite employing ten or more people and using
power; or all units not using power but employing twenty or more people.

(11) These data, showing the percentage of all those employed in registered
un 113 who are employed iIn a particular Industrial group, were taken from the
records of the Factories Inspectorate in Coimbatore.

@lID Thaso are the numbers of units registered as "Small Scale Industries”
with the Directorate) of Industry and Commerce.

(Source: Harriss, 1982, 11)

3
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Table 3.6
Ownership of Workshops

til UCrushCDS LorUshops also rec istered under Facto
workers 40 c
artisans 2 n
manager/proressicral 26 14
industrialist 2 -
trader 9

agriculturalist 6 7
other 2 C
TOTAL 2C

Note: the sample of workshops registered under the Factories Act :
sub-set of the main sample of 87 units.

(Source: Harriss 1982, 16)

Table 3.7

Financing end Growth of Workshops

Units which have received institutional financing facilities (as % of totals)

original finance finance for further investment
Type of owner registered unregistered registered unregistered
workshop workshop
worker-artisan 13% n 88% 50%
manager-
professional 3B% 29% 95% 50%

use of chit-funds or private financiers

worker-artisan ns* 25% 25% 25%
manager-
professional 0] 5% 5% 10%

unit in which there is a record of accumulation (up to 1979-80)

registered units unregistered
median date of start 1970 1973
worker-artisan 100% (22/734) 65%
manager-professional i (16/19) R4%

(Source: Harriss 1982, 17)



Advances from traders are also used by some producers (e.g- shoemakers,

and basketmakers)- Looking at the patterns of accumulation amongst regi-
stered and unregistered units, it was found that 100% of the registered,

as against 65% to 84% of the unregistered, had experienced some accumulation
of capital.

In contrast, financing in new "pep" activities was raised entirely from
"informal®™ sources, with seed capital primarily from family funds, personal
savings, private loans and chit funds (see Table 3.8).

Table 3.8
Financing of "new"™ PCP activities (data for 0 units)
Starting capital Later financing
Family funds 11 units Bank finance 6 units (2 term loans
¢

c* "small loans

Personal savings 17

Private loans 8 Private loans 13

Chit funds 3 Chit Tfunds 4

(Source: Harriss 1982, 19)
Structure of Production
Linkages

Harriss found that industrial enterprises owned multiple holdings in two

forms, either as vertically linked production units (e.g. textile mill owner
owning small scale industries specialising in textile machinery spare parts
production) or as large scale multiple ownership through benami “registrations”,
"whereby a unit is registered in somebody else®s name, usually a wife or

child® (. 20), in order to obscure large scale industrial ownership.

However, a third type, multiple ownership of several workshop units by the

same individual, is the most typical type in Coimbatore with 20 of the 29
registered factories also owning other workshops (p. 21).

Subcontracting

Subcontracted workshop production for big capitalist factories appears

as a dominant feature of industrial organisation in Coimbatore, particularly
in the engineering industries (@. 43). Some 40% to 50% of workshop
production is organised in this way with a variety of relationships. The
study identifies 3 main types of subcontracting relationships: 1) tied
subcontracting, 2) tied job working of finished goods for big factories,
and 3) indirect subcontracting (from big factories) through parts
production (p- 26). In Coimbatore two thirds of all workshops have forward
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linkages to big capitalist enterprises (p- 44), whilst "amongst engineering
enterprises employing less than 300 workers over 70 per cent are sub-
contractors and that 20-30 per cent are 'tied" sub-contractors - working
for a single firm only®™ (p. 29) (see Table 3.9).

Table 3.9

Sub-contractina and Linkages

Sub-contractors (own materials) for big factories 25 (1?)
for workshops ¢
job-work for big factories 4
for workshops 2
"tied” sub-contracting for big factories 4
(own material8)for workshops 1
for a trader 1CD
job-work for big factories ? (D
TOTAL SUB-CONTRACT «5 (15)
for factory sector 37
Production of Parts or Finished Goods on order from
factory sector h (e)
TOTAL WITH PRODUCTION LINKAGES WITH FACTORY SECTOR 4B (21)
Producers of Finished Goods 26 (&)
Producers of Parts for other small units 6 @
Total Number of Workshops 87 (29)

Note: Tigures in brackets refer to units registered under Factories Act

(Source: Harriss 1982, 23)

Table 3.10 shows the specialised activities of workshops in the engineering
industry where there are both similarities and differences in the types

of activities between registered and unregistered units. For instance,
textile mill spares are thus typically manufactured under tied subcontracting
arrangements for unregistered units, while sheet metal parts production

is undertaken by all three types of unregistered enterprises but limited

to subcontracting in the registered sector.
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Table 3.10

Specialised Activities of Workshops.
Registered as 551 Unregistered (workshops & PCP)

sub-contractors

Textile mill spares (2) Electro-plating ()
Sheet metal parts & Plastic parts (¢D)
pressings (¢H) Sheet-metal Darts (2)
Plastic parts ) Machined parts @
Castings (@) Aluminium and aun-
Structural metal metal casting (@)
fabrication 1) Castings @

Glass-fibre ranks (1)

tied sub-contractors

Casting (¢D) Machined parts (¢H)
Sheet-metal pnrts (1)
Textile-mill spares

(via a trader) )
Tob-work Machined parts (10)
Patterns )
tied job-work
Chain assembly D) Machined parts (6)
Castings (@)
Sheet-metal parts (1)
Patterns (¢H)

(Source: Harriss 1982/ 26)
Subordination

Although subcontracting and jobworking, as in rough castings production,

may produce savings in capital and labour costs and increase large scale
adaptability to changing market conditions, this in itself presents insuff-
icient evidence of “unilateral dependence and exploitation® (. 27). Harriss
argues therefore that while various subcontracting and jobworking relationships
have constraints imposed on them by their relationship to capi tal, some

growth 1is possible. Thus, in the engineering sample:

" of 29 registered workshops, 12 of them started out as sub-
contracting or jobwork units and have either progressed to manu-
facturing on their own accounts (8 cases) or have experienced

quite rapid and substantial growth. Eight of the workshops which
are not registered under the Factories Act have similarly progressed
from origins as jobwork units.” (p- 27)

Amongst the constraints facing subcontractors of parts and finished goods
are cash flow problems, "as they have to give extended credit (commonly
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30 days) to the firms they supply, whilst often having to pay on delivery

for raw materials themselves®™ (p. 27). In addition to the e credLit constraints
"They are also subjected to raw materials costs squeezes, because of the
inflationary situation and especially because of recurrent raw materials
shortages.” (p- 27)

The variation in relationships with capital, however, means chat there is

a certain heterogeneity in the subordination to capital. For instance,

new pep activities "include some which are subordinated to higher levels

of production in just the way which is true of the workshops; and others
(two-wheeler repair, eye]e repair) which may be less directly subordinated,
but which clearly depend for their markets upon incomes generated elsewhere

in the economy, and which by their nature are disposed towards an "involution-
ary" pattern of growth®™ (p. 48) .

Traditional pep producers, most commonly operating in disguised wage work

or as dependent workers, are linked and subordinated predominantly through
financing and trading capital with kanduvaddikaransrather than the factory
sector (p- 49) (see Appendix 50). The pep producers in "new activities”

(such as lathe shops, welding, for example) are most commonly truly self-
employed and therefore more susceptible to the uncertainties of raw materials
markets and finance (p. 48).

Conclusions

Harriss"s findings on the heterogeneity in subcontracting and productive
linkages of workshops and capitalist enterprises clearly illustrate the
importance of looking at the branch activity in the examination of claims

of subordination to capital and the potential for expansion and accumulation.

O External Economic and Localisation in Small Scale Industry; A Case
Study of the Bicycle Manufacturing Industry in Ludhiana District,
India by John W. Wall. Doctor of Philosophy thesis, Duke University,
T973

Introduction

This thesis examines the external economies of bicycle manufacturing in
Ludhiana District, India. Wall describes the pattern of localised external
economies in bicycle manufacturing in teims of the vertical integration of
small firms in the localised production of these bicycles, themselves
horizontally linked to supplying "“firms outside the cycle industry (which)
have adapted their production to supply the needs of firms within this
industry™ (@. V).

Definition

The distinction between large and small scale firms was based on the scale
of capital investment. Large scale firms were defined as those with a
capital investment (machinery and equipment) above Rupees 750,000 and small
scale as firms with an investment size below chis (p. 85).

Sampling Base and Measurement

The sample population was drawn from 785 registered firms, out of which
15% was randomly selected from each product line. Survey questionnaires



were thus completed for 49 cycle fins (pp- 92-93) .

Description of the System of Production in Manufacturing

Sectoral Distribution

The industrial situation iIn Ludhiana District 1970-71 is shown in Appendices
5 and 52. The production of transport equipment, cycles, cycle parts, and

auto parts ("of which bicycle production is by far the larger®) is the third
most important employer of labour (p. 85) , after textile and food processing.

Relation™ of Production

As shown in Table 3.11, the average firm was small, with Rs. 39,300 of capital
invested and employing 8.6 workers (in 1965) (p- 123). Variations in
investment size, however, ar -e j.a ts different spécialisat™ ins between
firms (- 123). The ownership patters of cycle firms were most commonly
oartnerships with 2-3 others (39 cases out of a total ;f 50), with only

il of those surveyed individually owned (p. 118).

Table 3.11
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Table 3.12 reinforces this picture of small scale production, showing that
of the fifty sampled firms 30 had fewer than 25 employees; and 15 had fewer
than 10 employees. Thus "L n tnough two firms have more than two hundred
employees, overall, the fifty firms cor” be characterised as being small

businesses®™ (- 124).
Jesuription of Production Linkages

Wall found the sequence of production (as shown in Fig. 3.1) was as follows;
some firms specialised in the transformation of raw materials (such as steel)

into simple components (17 in the sample).
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Table 3.12
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These were passed on to firms concentrating on the assembly of small
components into larger parts. Some of these either did “minimal®™ assembly
since they bought "one or no parts® from others (33 in the sample). Others
engaged in T"sub-assembly®,bought a variety of between 2 and 9 components
(13 in the sample). Finally small assemblers "buy(ing) the smaller, more
complex parts like free-wheel, pedals and cranks® in order to "make the
larger, less complex parts like frames and forks ..." and assemble complete
bicycles (@ in the sample) (p- 124).

The Role of Intermediaries

Wholesale and middlemen distributors play an important role both in cycle
production and distribution, with two thirds of the industry"s output being
distributed by their supplying either parts or complete cycles (p. 126).
"Some of this flow is complete cycle and replacement parts to final users.
But most of it goes to other cycle firms. A fourth of the industry®s
output by-passes the market and flows directly to other firms.® (p. 126)
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Table 3.13, however, shows that at least 17% of cycle parts produced in
Ludhiana go directly to other cycle firms in the district. The role of
unregistered firms in the production process is meanwhile indicated in
the statement that an “unknown portion of parts manufactured locallv pass
through the local market to local firms®™ (pp- 128-129).

Table 3.13
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Linkages

Tables 3.14 and 3.15 show the manner in which a number of firms are engaged
in specialised production of one major function or bicycle component (p. 123).
"The 789 Firms registered mentioned 996 functions they perform. Almost

80% of the firms mentioned only one function or product. Some firms made
only nuts and bolts; others simply molded rubber for pedals; one firm did
nothing (but) put paint (on) bicycle parts; another just threaded parts.”

®. 123)

Backward Linkages
Raw Materials

A description of the types of Tirms supplying raw materials and machine
tools was not provided. The survey data did, however, indicate that

most of the raw materials for cycle production bought by 46 firms in the
sample are purchased in Ludhiana although originating elsewhere in India.
Wholesalers “specialising in handling the sizes and qualities needed for
the cycle industry®” (p. 133) therefore play an important role in the prod-
uction process. Perhaps for this reason, as seen in Table 3.16, "The
supply of raw material seems to cause cycle firms little problem™(p. 133)
although "Thirty-seven of the forty-nine firms who bought any raw materials
felt either the materials were easy to obtain or the only "difficulty”

was a high price”™ (- 133). The bulk of the raw material requirements

was "mild steel in various sizes, shapes and gauges; spring wire and assorted

chemicals ... also used iIn substantial quantities®™ (. 133).
Table 3.16
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Localisation and External Economies

The "external economies™ arising from the specialised nature of production
in Ludhiana as described in the study resulted in several advantages for
participating producers. These included: the presence of a well defined
sales market structure, the availability of skilled labour, the ready
availability of repair services, a factor market, and machinery supplies
catering for cycle production and thereby contributing to lowered transport
costs (pp- 137-140).



While bicycles are said to be produced "in the same relative magnitude
in bot h the large and the small scale sector”"(p. 85), the actual basis
of complementary or competitive production was not expressed.

Conclusion

The advantages of localised industry aside, the study does not deal with
the constraints and advantages of the predominance of small scale industry
in relation to the capitalist relations of accumulation. This is, however,
a limitation of the defined parameters of the study.

® Other Studies

Matthews®™ (1981) study, The techno-economic development of the Indian

machine tool industry, with special emphasis on aspects affecting efficiency
(Doctor of Philosophy thesis, University of Glasgow) used a sampling

base comprised of "organised™ industrial sector manufacturing units in the
machine tools industry, including: “all establishments except those employing

less than 10 workers using power, and less than 20 workers without power®™ (p. 85).

Whille marking the absence of medium scale units in the Indian context (p. 185),
Matthews reinforces others® views of the structure of production in large

and small scale branch productive units. The informal unenumerated sector
thus primarily services the local market, surviving on the basis of its

low competitive prices, "sometimes undercutting comparable tools in the
organised sector by as much as 50 per cent® (p. 149), with the production

of machine tools generally copied from imported products. The large scale
sector monopolised by a state company (Hindustan Machine Tools, HMT) services
and maintains foreign demand despite the high cost of its products. The
inefficiencies of its large scale technological organisation contributing

to such costliness are, however, tolerated by what is apparently foreign

MNC demand. Matthews argues that in the case of large scale machine tool
products from India, foreign demand is swayed not by cost considerations

but by non-pecuniary considerations, i.e. the possibility of gaining a legal
foothold in the Indian market through licensing agreements (p. 180),
ostensibly used also to channel Tforeign investor products to the local

large scale company (p. 179). However, the survival of large scale production
with relatively capital intensive, inappropriate and inefficient technologies
are primarily supported by the policy environment.
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SECTION FOUR

SHOEMAKING

Branch studies on shoe production vary in terms of focus and quantitative
content. Goddard®"s (1982) study on the leather trade in the Bassi Naples
is a descriptive account providing information on the sexual division of
labour within shoe production; Peattie (1978) offers an account of the
general interrelationships between large and small scale shoe production
in Bogota, Colombia, with very little in the way of quantitative informa-
tion. Langdon (1976) provides an analysis of multinational expansion in
the shoe sector in Kenya. The following examines the first two studies.
Langdon®s shoe case study, together with his review of the soap sector,
follows iIn Section Five (see also De Coninck (1980) in Section Seven (A)}-

(D)) "The leather trade iIn the Bassi of Naples®™ by Victoria Goddard, in
Women and the Informal Sector, K. Young and C. Moser (eds.). IDS
Bulletin, July 1981, wvol. 12, no. 3 (pp- 30-35)

Introduction

Goddard (1981), in her study of the leather trade in Naples, Italy, shows
how in the expanding process of decentralised production in the leather
industry the predominant definitions of gender roles are reinforced.

Definition

Artisanal small scale units were defined in the study as "a a unit
which does not produce by assemblage and normally employs more than 10
dependents including the owner"s family and excluding apprentices;

b) a unit which does not produce by assemblage but does not normally
employ more than 5 dependents including the owner®s family and excluding
apprentices, and when the process of production is not fully mechanised;
©) a unit which is active in artistic production, traditional production
and the production of garments made to measure.® (p- 30)

Sampling Base and Measurement
This aspect of the methodology was not included in the text.
The Leather Trade

In this study Goddard finds that gender determines differential access to
crucial resources such as capital, labour and personal networks, which
are central to the individual®s prospects as worker, employer and pro-
ducer. While men may manipulate these networks to establish themselves
as petty producers, women are constrained by them and remain dependent
inside the factory or outside it.

Goddard describes the process by which women are linked in a system of
dependent relationships to factory production. When women leave the
factory at marriage, lack of capital means that they are unable to set
up within individual enterprises. They become outworkers, bound to
factories through a system of secondhand sewing machine credit in which
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"a machine is paid for by deductions from her wages as an outworker
This is often perceived as a favour but in fact, although it does solve
the worker"s immediate problem, it binds her to that employer until the
machine is paid off (- 33).

Gender constraints such as the sexual division of labour, and the defin-
ition of women®™s work in the sphere of the household, prove as further
factors limiting a movement towards independent production since they
are excluded from access to influential non-familial networks necessary
to enter and survive in independent production (p. 35).

Conclusion

While the study does not focus on the productivity aspects of petty commodity
manufacturing, it does provide an example of how gender-linked outwork
within the context of its associated productive relations contributes to

the maintenance of dependent linkages with the capitalist sector.

® What is to be done with the T"Informal Sector"?: a case study of
shoe manufacturers in Colombia by Lisa Peattie. Massachusetts
Institute of Technology, 1978 (mimeo)

Introduction

Peattie describes the interrelationships between small and large scale
producers in shoe manufacturing in Bogota, Colombia. While including
some data on output, productivity and wages in this branch, the study is
primarily a qualitative account of the structure of production within
shoe manufacturing

Definition

The comparative framework of analysis of small (artisanal) and large
scale shoe manufacturing enterprises essentially contains the elements
for a pep analysis of the "informal sector-.

Sampling Base and Measurement

The study is based on 20 interviews with tiny (one-man), medium and
larger shoemaking and repairing enterprises in Bogota, Colombia. It
also draws on secondary data sources on the Colombian shoe industry,
including:

Mary Ann Bailey Calzado, Technology choice in the brick and men®s leather
shoe industries in Colombia, Economic Growth Center, Yale University,
August 1977 (mimeo); and

Fundacion para el Fomento de la Investicacion Cientifica y Tecnologica
(FICITEC) y Fondo de Promocclon de Exportaclones (PROEXPO), estudio
sectorial de Calado en Colombia, 1972 (mimeo)

Branch Size

Drawing upon estimates from a 1972 export study, the study tentatively
reports the number of shoe manufacturers in Colombia and Bogota to be 560
and 177. Judging from Peattie®s unofficial reports of size estimates
ranging from over a thousand to 15,000 shoemaking shops in Bogota, these
figures appear to be gross underestimations of the actual size of this
branth (. 5).
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Size of Enterprise

According to the findings of the export study quoted by Peattie, 75% of

the enterprises within the shoemaking branch in Colombia had 15 employees
or less, 21% had between 16 and 5C employees; and only 6% were generally
mechanised firms with over 50 employees. The last group included 28
mechanised Ffirms and 5 industrial producers with over 200 employees (p. 5) .

Labour Force Composition

Challenging the assertion that unpaid family and chi”~d labour should be

of strategic importance in shoemaking, Peattie argues that: "The advant-
ages of employing other family members in the same enterprises may lie else-
where than in the area of remuneration, and they may actually appear more

in the somewhat larger enterprises (... and have to do with ...) issues of
coordination and control (pp- 14-15). Peattie suggests that the
artisanal skill requirements of small scale shoe production makes it
unlikely to be an area of strategic use of child labour (p. 14).

Productivity

As stated in the study, labour productivity within the Colombian shoe

industry averages 3.2 pairs a day per worker, with apparently little variation
between small and large scale enterprises. Productivity in industrial firms
is only slightly higher than this, with averages of 3.5 pairs a day per
worker compared to 3.4 pairs a day per worker for mechanised shops with

50-200 workers and 2.4 for smaller shops (p. 6).

The Division of Labour in the Production Process

Production in small shoe manufacturing workshops appears to be fragmented
into separate labour functions:

"One sews the uppers (seen usually as a woman®s job), one joins
and lasts - while the proprietor is responsible for selling,
for designing, for buying raw materials and arranging any sub-
contracting, for general supervision, and such accounting as
there is ..." (- 9

The Structure of Production

The enterprises start up with relative ease because of both the system of
linkages with other enterprises, and the low levels of capital and technology
required for production (p- 8). Raw material advances from stores and
subcontracting relationships between enterprises reduce the burden of input
constraints. Subcontracting between small enterprises makes it possible for
some to maintain low levels of technology (with simple technology such as
hand tools, lasts and leather), as in the subcontracting out of leather
uppers or guarnicion from producers without machines to those possessing
machines (p.8).

The Organisation of Production: Linkages

In the case of Bogota, small seule Tfirms numerically dominate the shoe
industry (- 5). Although the commercialisation of shoemaking has led to
specialised production and distribution functions, even large firms such
as the multinational, Bata shoe company, engage in shoe subcontracting.



155

Peattie locates two types of “upward®™ and “downward® subcontracting:

1) “Subcontracting”... "upwards.” by talleres so small that they do not
have the requisite machine, or

2) "downwards', by the larger firms to domestic workers who receive lower
rates of pay than they would if directly employed in che factory...~
(p-26)

Markets and Competition

Evidently the shoe market in Colombia is segmented according to quality.

90% of the small portion of shoes of exportable quality, for example,
consists of quality rubber-soled shoes produced by one American-controlled
industrial firm (p.6). Large producers appear to infringe on the mass
market through their marketing of sophisticated standardised products

which are frequently adapted to the demands of fashion (p.7). Small
producers, while catering to the local low income market, also provide

for high income quality markets, complementing large scale producers*®

output particularly to meet the rapidly changing fashion needs of the market
(p.7, 28).

Conclusions
The dominance of large scale shoe manufacturers as held by Peattie is thus

said to be more a question of their economic strategies rather than related
to questions of economic efficiency (pp-28-29). .
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SECTION FIVE

SOAP AND SHOES

The following study focusses specifically on the monopolisation of “competitive®
relationships between multinational corporations and the small scale sector,
with reference to soap and shoe industry case studies.

() Multinational corporations in the political economy of Kenya by Steven
W. Langdon. Doctor of Philosophy thesis, University of Sussex, 1976

Introduction

This thesis examines with particular reference to the soap and detergent
industries the causes of multinational corporation (MNC) expansion in the
local developing economy of Kenya, identifying the socio-economic impact of
such expansion in tonus of such external effects as technology transfer,
linkages and entrepreneurship. The study shows how large scale MNC sector
pushes out the small scale by encouraging "taste transfer®™ or the redefin-
ition of basic indigenous soap needs into demand for large scale MNC brand
name products. Elsewhere, in his case study of MNC shoe production, Langdon
shows that large scale MNC expansion and domination of the local market is
secured by the lowered prices accruing from the advantages of large scale
production, producing positive distributional effects on local consumers.
Both case studies will be examined separately before some general conclusions
are made about the study®s findings.

Definition

Langdon uses a political economy approach to the analysis of the inter-
relationships between large scale MNC and small scale production. Though
there were insufficient data to identify MNC subsidiaries., the operative
definition of MNC subsidiaries was “enterprise(s) in which it may be

assumed that foreign corporations, centred outside Kenya, exercise substantial
control ..." (- 33). Small scale production was, on the other hand, defined
by “smaller local factories (with 3.30 employees and sales of K(enyan)

Shs. 172,000/= - 2,500,000/= a year)" (p- 296).

Sampling Base and Measurement

With Ffield research in 1972 and 1973, the sample population included all
manufacturing subsidiaries amploying over 50 workers as listed in the 1970
Register of Manufacturers in Kenya and 81 large MNC subsidiaries in banking,
commerce, petrol distribution, agriculture, mining and advertising. Data
on "mall scale, local soap and detergent production was based on a country-
wide survey of 10 resident-owned soap enterprises and 3 MNC subsidiaries.
The local firms drawn from the 1970 Register of Manufacturing Firms
excluded enterprises which "had ceased operation or regarded their soap
production as a very marginal part of their overall activities™ (p- 295).
The footwear industry sample was based on two medium scale local firms,

in Mombasa and Nairobi, two local firms subcontracting inputs to larger

MNC producers, but particularly concentrated on information derived from

a comprehensive survey of 45 smaller scale African shoe entrepreneurs in
the MachaKos district of Kenya (p. 313).
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The Soap Industry
Size, Employment and Output

In 1972, the Kenyan soap industry extended to 18 firms, employing 758
persons, with the total industrial ouput, 26,379 metric tons of soap

(- 294), concentrated in 3 lines of production (laundry soap, detergent
and toilet soap).

Capital Intensity

The differences between the production technologies of MNC and small

local factories results in different scales of capital intensity between
these firms. In the MNC sector the capital intensive nature of production

is decided by non-price-competitive marketing strategies outlined by external
head office MNC companies (p- 243). Production is split into five highly
mechanised stages (p. 296). Local soap firms in contrast operate under more
labour intensive conditions with some mechanisation in the mixing, soap
drying, barshaping and cutting processes and to some extent package wrapping
and barstamping processes (p. 297).

Growth and Profitability

A significant feature in the relationship between MNC and small local soap
firms is that it is the MNC firms which expand and dominate other firms.
As shown in Table 5.1, the effects of MNC expansion were more disastrous
for non-mechanised firms whose expansion was blocked than for mechanised
firms whose profitability was cut most (p- 308).

Table 5.1
Growth and Profitability Amorvg Kenyan Soap

Manufacturers, 1968-1976
Firm Change in Value After-tax Profi t(Less) Pre-tax Profit

of Turnover, as Pet. of capital as Pet, of

1968 to 1972 employed Turnover

1968 M 1968 1972

Multinational Sector:
- Largest Firm +135~* 29.3* 53.5# 15 .1s 21.65C
Mechanized Local Firms:
- Average for three +128 9 to 1? 3) n.a. n.a.
- Firm A +125 5 to 10 (20) n.a. n.a.
- Firm Ba +372 6.9 .3 n.a. n.a.
- Firm C + 51 15.9 3.9 n.a. n.a.
Nor.-mechanized Local Firms:
- Firm D + 67 n.a. n.a. 8 to 10 8 to !
- Firm E - 41 n.a. n.a. 8 to 9 6 to 7

a: Note that local firm B in the table spent a considerable sum on
machinery in 1971, and moved from the non-mechanized to mechanized
category. This helps explain ita rapid growth in turnover from

1968 to 1972.

Source: Companies Registry, Kenya; and survey of local firms

(Source: Langdon 1976, 308)
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*Significantly ... the only local firm to match MNC growth had to sustain
losses in the process - while the MNC sector showed rapid growth and

increased profitability” (p- 308).

Amongst the factors contributing to MNC profitability were its specific
terms of market expansion and the favourable effects of large scale policy
bias. Soap taxes levied, for instance, according to production quantity
(Kenyan Shs. 25/= per 10C pounds produced of ”''soap, soap extracts and
substitutes thereof”1l (p. 330) differentially affected MNC and local

small scale soap prices and demand. Thus in Mombasa Island, the location of
many local soap factories, it was noted that "low-grade soap ... sold at
Shs. 50/= per 100 pounds, sc the tax would increase its price by 50%;
while for "twelve dozen tablets of Lux (toilet) soap, which is equivalent
to 30 pounds, the selling price is Shs. 87/=, but the excise duty is only
Shs. 7/50, and the increase is less than %" (. 332).

Wages

Wages in MNC soap production were considerably higher than those in local
small scale soap factories. While the wages of local firms exceeded

the legal minimum wages in Nairobi (K.Shs. 175/= per month), the average
monthly wages of the MNC sector, K.Shs. 582/= per month, were nearly
double the average for all local firms of K.Shs. 286/= (. 306) (see Table

5.2 below).

Table 5.2
Soap Industry Average Waftgs Per Month
for Production Workers, 1972
(Kenyan Shillings)

Mnc Sector 582/=

Average for Local Firms 286/=

p* Local Nairobi Firms only 322/=

J— Local Mombasa Firms only 274/=

A - Local Firms outside Nairobi 212/=

& Mombasa

j- Legal Minimum Wages in Nairobi 175/=

r- Local Mechanized Firms only 299/=
ES l— Local Non-nr.echanized Firms only 245/=

Source : Interview with Firms, 1972/73

(Source: Langdon 1976, 306)

Structure of Production

In comparison with local non-mechanised soap factories, MNC firms imported
an overwhelmingly high proportion of raw material inputs (75-90%), although
local firms imported a not insignificant 40-50% of their raw materials.

It was the choice of production techniques that resulted in local firms-”
dependence on foreign raw materials, since for instance:

"Ma(ch)ine-made soap uses far more tallow relative to vegetable
oil than hand-made soap does, and since local supplies of tallow
were more restricted than local supplies of coconut oil,
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mechanisation inevitably increased the import content of inputs.
Thus local mechanised firms imported a percentage of raw materials
of the same order (75-90%) as the MNC firms." (p.302)

Because of a marketing strategy of brand name products, MNC linkages to

the local economy were deliberately limited. This was a consequence cf

the particular reliance on foreign capital-intensive technologies and
materials in the production of sophisticated brand name products of
standardised quality. Here the importance of quality and style in the mar-
keting of these products was apparently important enough to outweigh in
some instances output considerations. "Two firms surveyed, for instance,
produced about the same amount of toilet soap - but the local firms used
very labour-intensive packaging techniques, while the MNC firm"s system

was highly automated.® (p- 299)

The impact of this particular marketing strategy is also seen in some areas
of MNC soap product manufacture where appropriate materials choices were
sometimes a question of maintaining product style. MNC detergent manufac-
turing was a clearcut instance where local unavailability of phosphates,
sodium sulphate and caustic soda inputs made MNC production necessarily
dependent on external large scale industry supply (p. 301). But even

where this was not so, as in basic laundry soap production, Blocal inputs
such as coconut oil, tallow, diatomite et al. were avoided for quality

and style considerations.

Markets

Soap production in Kenya is undertaken by firms in the MNC sector, local
mechanised firms and local non-mechanised firms operating in markets
differentiated according to their product quality. The latter firms

thus produce "inferior®™, cheap products geared toward low income production
and the first two “higher®™ quality products. The higher quality image of
the First two types of firms had largely to do, however, with the marketing
image since some of the so-called inferior soap such as hand-processed
laundry soap was functionally superior and had better quality ingredients
(pp- 309-310).

For the local mechanised firms, the productive effort is geared towards
competing with MNC production by attempting to produce similar products.
In order to compete with the large scale MNC sector, local mechanised
firms are forced to adopt large scale advertising techniques.

"Because of the difficulty of competing with the MNCs,they have to
make an even wider range of products, colours, and sizes than the
subsidiaries - with wasteful changeover costs ... to build up their
turnover, they likely have either to do subcontract work for other
international soap firms, who want to sell but not manufacture in
Kenya"s protected market, or to produce international brands under
licence. In either case, they become subject to many of the same
institutional production, purchase and marketing constraints as MNC
subsidiaries, and start to generate foreign exchange flows abroad.-*
(op- 310-311).

Apart from this, the limited access of local firms to the “proved final
product® markets of brand name product markets means that "their best
profit opportunities rested in vertical integration to cut costs in the
particular branch of industry they knew well® (p. 303).
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The strength of MNC mErket power proves a powerful force of contention too
for non-mechanised firms who can only compete by production technique
alteration and product rechannelling into the so-called "better quality”
soap markets. The strength of this market power is indicated by the
strength of mechanisation pressure (such) ... that all six oT the non-mech-
anised local firms surveyed had either ordered automatic machinery, wanted
to do so, or saw no future fcr themselves if they could not do so” (p. 310) .

The Shoe Sector
Size, Employment, Output

The overall size of the Kenyan footwear industry in 1972 consisted of 46
firms employing 1,311 persons and 220 individual shoemaking entrepreneurs
(p- 313). The industry was dominated by large scale MNC producers, the
largest of which produced 60% of the 6.7 million pairs of shoes produced
annually in the country and employed 88% of the industry®s labour force

in 1972 (p- 313). The other MNC shoe producer, vertically integrated

with leather tanning, had an output of 100-150,000 pairs annually by 1973
and employed 40 workers. A few other local firms had more than 10 employees
in 1973 while most small scale enterprises were African enterprises with
single entrepreneurs (p. 3i3).

Capital Intensity, Labour-Output Ratios

While MNC shoe manufacturing was generally highly mechanised, the actual
degrees and organisation of capital iIntensive production varied between
subsidiary sizes. Handling in the smaller MNC firm was, for instance,
labour intensive, while in the larger MNC firm this was carried out through
an automat .c conveyor system between production steps and on nine assembly
lines designed for different shoe sizes and shapes (p-"316). Capital
intensive MNC production could yield labour saving results with favourable
output records. Boot production through a new *"PVC method of capital
intensive production could thus yield 500 boots using two workers, where
the older mechanised technique used 35 workers and only produced 800 boots

(. 316).

Wages

As in the soap industry case study, wages paid to MNC workers were found

to be substantially higher than those in smaller scale firms. "The

large shoe subsidiary thus paid wage workers a minimum of some Shs. 500/=
monthly, with average levels of Shs. 700/=, compared with wages paid Machakos
employees ranging between Shs. 80-200/= per month.® (p. 320). Here, Langdon
argues that these high MNC wage levels may be a product of the choice of
technique, but also, importantly, represent an MNC effort to safeguard

its production j.nterests by carefully avoiding the possible wage-related
motivations of strike action (. 320).

Structure of Production

As in the soap industry case study, Langdon found that MNC backward linkages
to the local economy in the shoe industry were limited by the reliance of
MNC production on sophisticated, highly mechanised techniques of production
resulting in the limited use of local material inputs (. 216). In this
instance,
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"Using highly automated plastic injection machinery for shoe
manufacturing, for instance, required imported plastic inputs
rather than local leather * (p- 216)

Here again, the combined impact of product choice (of plastic rubber
footwear) and capital intensive production technologies implied that larger
MNC subsidiaries produced more import intensive products than the small
labour intensive Machakos district shoe enterprises (. 317). These MNC
subsidiaries, for instance, imported 50-60% by value of their material
inputs and practically all machinery, 10% of which came from associates

(- 317).
Markets

Quality based market distinctions in shoe production, more so than in

soap production, appeared to have some basis, particularly in the case of

the attractive yet durable plastic sandals produced by a new "PVC" method

of production (p. 317). In this instance, the MNC sector drew the local
market away from the small enterprises producing simple leather sandals

and rubber tyre sandals by using price competition and offering a wider
product variety. In this way MNC competition often forced a decline on
these enterprises which "often took the form of forcing those with the skills
to manufacture shoes to retreat to a business based solely on repair ...°

G- 324).

While the MNC firms could produce low priced sandals at Shs. 5/90 per pair
(- 316), it is clear that in the shoe case an important aspect of the
quality based non-price marketing strategy of the large MNC producer was
related to its concern for its export orientation. Local small scale shoe
enterprises were limited to the local Machakos district markets. By contrast,
the large MNC shoe subsidiary exported 10-12% of its output outside East
Africa. Quality control thus became an important aspect of the MNC draw

on markets through the use of its parent company brand name and distribution
network. Part of the MNC competitive marketing feature was as in the soap
case induced by tax policy bias favouring large scale production. Thus,

the lower priced MNC products were less heavily taxed than the cc oarat-
ively higher priced goods of the other enterprises (p. 331).

Conclusions

Although the data on output and productivity within the soap and shoe
branches and references to the limited number of small-large scale (sub-
contracting) linkages scanty, nevertheless Langdon provides the basis with
which to examine the various ways in which large scale MNCs pust out small
scale enterprises through non-price competition. Significantly, the study
concludes that socio-economic impact of MNC expansion and domination are
to bypass the prospectively higher employment effects, better backward
linkages and lower foreign exchange requirements of small scale production

(G- 335).
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SECTION si1x

TEXTILES

This section foc-%ssing on the textiles branch of manufacturing reviews
four studies, each with its respective centre of interest in textile
production.

This coverage includes: the carpet branch of textile manufacturing (Ayata
1979; Baykay 1977); the cotton/yam weaving industry (Chowdhury 1981;

Schmitz 1982); the hammock branch (Scbnntz 1982); and, finally, the knitting/
clothing branch (Reichmuth 1978; Schmitz 1982).

() Capitalist subordination of household production. Carpet industry:
Turkey by Sencer Ayata. Discussion Paper for the BSA Development
Group, 1979

Introduction

In this paper, Ayata examines the nature and mechanisms of capitalist
subordination of household carpet weaving production in Turkey. Looking

at dependent indirect producers operating as subcontracted carpet weaving
producers and semi-dependent direct producers, Ayata finds that the penetration
of capitalist production into traditional rural peasant carpet production
through mechanisation of the industry has res Ited in the dissolution of the
traditional peasant carpet industry and the s™.asequent concentration of
household production in the weaving branch of production. Both types of
subsequently evolved household producers are subordinated into subsistence
production by capitalist enterprises: dependent producers by their disguised
wage relations with capitalist enterprises and semi-dependent producers

by the relations cf production in the raw materials end of the market.
Included in the data in the study is information on output, employment,
wages, costs of production and prices in the carpet industry.

Definition

Small carpet enterprises are considered to be those with 100 looms or less
(- 12). Ayata distinguishes between small “direct* household producers
producing in semi-dependent production, often selling directly to commercial
shops, and indirect producers operating in subcontracted production for
manufacturers through a system of intermediaries in a disguised wage labour
relation.

Sampling Base and Measurement

The study is based on surveys and interviews of carpet weavers and dealers
in Kayseri and BUnyan, Turkey (p- 1). From the text it is not always clear
which sample town populations were used in certain contexts (e.g. size of
labour force), but where possible note is made of such distinctions.



163

Table 6.1
PRO boC T woroO M TUCvcey
n 1 1
4fARS | /.00144 OvViTWJ-in
\rS 5 40-42»3> l,0>5. toa
1140 06S~
|4 5¢ 4. BXD A
|4 5~4 SI1 «84g¢g [ amn
145% 'TI1- SIS I"bfc 44X
14 b S - ISPIOOO
1440 ro. boo O ~DioOC
m s - \b% 'croo ¢i 0034X5™
O-1id.orti”™ H55-,14Y56/1°<T) ,M2£€ uvuulul 12>
T>(cJwl LiS ClOb totiix L BF T4 -
SooCoes -00rtlcft oNTuiltis. N u~"P - n
C*n 1SR
n  Tacxbcn (uJkTcx™AQ
JD)S4u”™ ?\o."n;n0 0
ana IC° é
-’ m_* ITu/-U-".s.b 0.Ct oj Carr fylal-w\b J
3§ r> °ix) N J
» 442-,

(Source: Ayata 1979,29)



164

Growth in Size and Output in the Carpet Industry

Table 6.1 shows how the loomage capacity of carpet production in Turkey
hac expanded from 40,433 looms in 1955 to 1381000 in 1975, while output
expanded nearly fourfold in this period.

Likewise in Kayseri the carpet industry sustained a growth in its loomage
capacity from 7,00C in 1940 to 40,000 in 1970. This growth in loomage

was also accompanied by increased specialisation and subsequent growth in
the number of household producers. Whereas early production (1945) was
characterised by the "large scale* domination and control by 20 family
enterprises, one of which owned 3,000 looms, by 1945-1970, the number

of weavers had increased to 100,000 (p. 11). By 1970-1978, one third of the
40,000 looms were operated by semi-dependent producers (p- 12).

Labour Force and Sexual Division of Labour

The study states that almost half of the 120 households in the sample
population were involved iIn the carpet industry. The sample shows that
the household division of labour is such that women in the household

are engaged as weavers for household carpet production, with other family
labour including children as young as six to fifteen (p. 2, 8). Men work
in the building industry (. 2 and in Kayseri are also recruited as
intermediaries for carpet manufacturers (. 13).

Structure of Production

Ayata identifies two types of household producers in Turkish manufacturing
those home weavers who operate under direct production for manufacturers

as dependent producers under a system of subcontracted production. As
disguised wage labourers, these producers receive advanced credits or oakshish
and raw materials to produce finished products passed on to carpet manufac-
turers by superintendents or manufacturers® middlemen. Secondly, there are
semi-dependent producers who by contrast own their means of production

and final product (@. 19) but largely rely on carpet dealers to distribute

and market their products independently or in collaboration with them.

Dependent producers appear to predominate in Turkish manufacturing:

>70 per cent of the manufacturers mentioned that some members of their families
weaved carpets for the town manufacturers® (p. 14), while only one third of

the looms existing iIn Kayseri between 1970 and 1978 were operated by semi-
dependent producers (p- 12). The marketing of exportable products produced

by dependent workers is done by wholesalers on whom big manufacturers

are dependent for non-Kayseri bound destinations (p- 22). These big
manufacturers also subcontract work to spinning mills (p. 18).

Within the above framework of linkages in productive relations, Ayata
however argues that: "... in (the) carpet industry there exists neither

a separate group of merchants nor that of Industrialists. The distinction
pertains to operations rather than concrete (formally) defined enterprises.
There 1is, at best, an incomplete differentiation of “specialised” agents
of capital; the predominant form being a quasi-mercantile and quasi-
industrial enterprise.” (@- 23)



165

Ease of Entry and Capital Requirements

Entry requirements into carpet weaving are typically difficult and
competitive since:

"To start up a business with thirty looms, two partners need

ten to fifteen thousand dollars, an amount which is surely

out of the immediate reach of a poor peasant household ...

(which) typically consisting of 8 members would earn 7,000 dollars

annually.” (- 15)

In order to manage this, small (dependent) household producers buy raw
materials on credit through long term credit arrangements from yam dealers
paying interest but avoiding deposits or formal guarantors “provided

that they know the manufacturer or one of his relatives personally®” (p. 15).

Producers may also receive cash advances from wholesalers or by retailers
from manufacturers (. 15). This may take the form of bakshish or advanced
wages for unfinished products selectively given for good craftsmanship and
artistry (. 18). Evidence was given of a case where a company distributed
its 3,000 looms amongst its commissioners, providing the terms of easy entry
for its beneficiaries (. 16).

Table 6.2 shows capital requirements for entry in carpet production and
indicates that just under a quarter of these capital costs are spent on
equipment such as looms, scissors and combs.

Production Costs

The major portion of production costs in the carpet industry as seen from
appendices 53 and 54 is taken up by wages, which form 35%-65% of total costs
depending on the skill involved in the weaving quality of carpets (p. 16).
Implement costs typically form a negligible 5% of total costs (refer to
Table 6.2).

Raw materials costs in Kayseri are affected by a 25% premium on yarn prices.
Kayseri®s regional separation from spinning mills in the uorthwest has meant
that yarn prices are influenced by the prices charged by small producers

or yarn dealers acting as distributing middlemen (. 18), which particularly
affects small manufacturers and not those big manufacturers sending agents
to purchase wool from wool dealers (p. 18).

Product Prices and the Distribution of Profits

From the evidence supplied, small manufacturers only receive a small fraction
of profits received in carpet production, accumulation in the carpet industry
being said to be concentrated in the hands of big merchants, manufacturers
and yarn dealers (. 22). The following illustrates the skewed nature of
extraction of surplus:

"... the small manufacturers sell a carpet for 650 dollars
which costed them 500 dollars (@ six square metre woollen carpet).
In the wholesaler®™s shop the selling price goes up to 850 dollars
with a 25 per cent increase on the manufacturers® price. The
price for the same carpet reaches 1,300 dollars in the retailers”
shop (in other provinces). Calculated on the basis of original
costs the overall profit margins are as high as 80 per cent or even
more including the costs of transport and necessary commercial expenses.”

(p. 18-19)
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Wage rates amongst (dependent) producers were differentiated according
to lower and higher wage areas generally divided along village/town lines

®. 17).

The low wages

in the carpet industry,

close to the government

minimum of 2.5 dollars per eight hour working day, were explained as
a likely outcome of two factors:

1) “The form of organisation of the industry,
or reliance of the weavers on subsistence agriculture,
character of the labour force,

i.e.

scattered production

i.e. women and children* (p.

as well as the

17)m
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2) the organisation of the industry in domestic units not covered by legal
regulations (. 17).

Table 6.3
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The earnings of semi-dependent producers are higher than those of
dependent producers due to their ability to bargain for fees, either by
setting prices for carpets or bargaining for prices themselves or through
their yarn dealers (pp- 20-21). Even so, the returns to labour in semi-
dependent production appear to be only 15% higher than wages iIn dependent
production (p- 21). (See also Table 6.3 above.)

Conclusions

Ayata"s case study of carpet manufacturing in Turkey thus shows that both
dependent and independent household manufacturers are subordinated by the
patterns of capitalist accumulation set up by the terms of their
incorporation in the system of capitalist production.
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® Technology and Employment. The Case of Turkish Manufacturing Industry
uy u”cjl Dcxy \ajr
1977

Introduction

As indicated in the titlp, Baykay examines the linkages between technology
and employment in Turkish manufacturing. OFf particular interest is his
account of carpet production in Turkey, much of which corroborates the
evidence provided by Ayata (1979). To avoid repetition, in the following
account supplementary evidence on employment and output will be presented
as well as diagrams of relations of production within the carpet industry.

The Turkish Manufacturing Sector

Employment and Output

Changes in the relative weight of establishments of different size, as
shown in Table 6.4, show that small enterprises employing between 10 and

49 persons in aggregate absorbed more labour than successively larger
enterprises between 1963 and 1968.

Table 6.4
CHANGES Ili THT RELATIVE HEIGHT OF ESTABLISHMENTS OF DIFFERENT
51 ZE
Size by Number of lumber of Output
employment establishments * employées ? (=000 TL)
1963 Census of kET\liecturl_nf Industry
10-49 2,199 73,0 54,732 16.8 3,482,279 17.7
5C-99 334 n.4 ?7£.392 e.2 1,806,185 9.2
100-199 201 6.7 27,476 c.4 1,754,598 8.5
200-499 147 4.9 46,033 14.1 4,004,229 20.4
500-999 71 2.3 57,520 17.7 3,173,727 16.2
1000 " ¢0 2.0 113,297 34.0 5,414,642 27.6
total 3,012 100.0 325,441 100.0 19,635,664  100.0
1968 Cennus of Manufacturing Industry
30-49 2,161 64.0 §2-CCo m.e 4,957,230 11.0
90-99 560 16.6 35,985 e.6 3,560,692 8.5
100-199 270 8.0 39,595 9.4 3,431.560 8.2
200-499 217 6.4 69,557 16.5 9,408,770 22.4
500-999 94 2.8 65,409 15.6 7.234,692 17.2
1000 + 76 2.2 160,295 3C.1 13,364,922 31.9
lotdl 3378 100.0 420,404 10'.0  41,957.866  100.0

Sourtt j SIS

(Source:

Baykay 1977,
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Furthermore:

"The number of establishments in the 10-49 employee category decreased
at a 3.1% rate during the 1963-68 period; the rate of decrease in the
number of employees was 9.4%. Both the number of persons employed and
the number of establishments within 50-499 and 1,000+ categories
increased over the same period. An increase in the proportion of
output contributed by the establishments in 200-499 and 1,000 categories
is observed as well. The rate of increase of the share of employ-

ment was faster than output in the 200-499 category and slower in

the 1,000+ category.® (pp- 159-160)

Given the evidence of gradually increasing mechanisation of production in
carpeting as indicated by Ayata earlier, the output figures shown below
give some general indication of possible trends in the carpet industry,
although the data below do not include establishments with under 10 workers.

Small Scale Output

The output share of small establishments in value-added terms was 19.25% in 1950,
20.34% in 1960, and 18.50% in 1970 (p. 158). Amongst these small establish-
ments, village industries had negligible shares iIn value-added terms with

4.43% in 1950, 12.09% in 1960 and 0.87% in value-added output in 1970 (p. 158).
In fact aost establishments with up to 199 persons tended to decrease

their output share with the opposite trend true for larger enterprises,

those with over 1,000 workers, for instance, which increased from 27.6% to
31.%%.

Table 6.5

ORGANISATION AND CAPACITY OF SMALL ESTABLISHING IN CARPET
WEAVING (1965)

number of production
looms % (square meter) %
Weavers in villages, at their homes,
their own account

i. those spinning the thread they use 20,031 24.9 182,713 9.7
ii.those buying the thread they use 13,793 17. 1 281,077 15.0
Weavers for a merchant, at their homes
in villages, sub-districts and dis- 44,994 55.9 1,390,609 74.4
tricts
Workshops located other than home 1,358 1.7 16,740 0.9
Idle looms 360 0.4 - “

Total 80,482 100.0 1,871,139 100.0

Source: SPO, Ad Hoc Committee Report on Carpet Weaving, Ankara (March 1966) ,

p-6

(Source: Baykay 1977, 155)
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Relations of Production in the Carpet Weaving Branch

Bavkuy®"s data on carpet weaving in Turkey, as shown in Table 6.5 above,
statistically supports Ayata"s description of the dominance of home-based
production units. Producers as described here are largely “weavers supplying
merchants with spinning thread®™ (65.9%). Thus only 24.9% of the weavers are
own-account workers spinning the thread they use and 17.1% own-account
producers buying the thread they use.

The Structure of Production

Baykay identifies the "putting out®™ system of carpet production organised
through rural-urban integration in the industrial system. As shown in
Fig. 6.1, the particular relationships of production between small and
large are dependent upon the extent of penetration of modern technology.

Fig. 6.1 The mechanism of the putting-out system
(Source: Baykay 1977, 156)

’In rural areas which are insulated from urban competition because of
poor transport, marketing and differentiation in quality for localised
demand, small establishments may maintain their independent existence.
However left to the market mechanism, negative externalities of the
modern industries on the traditional ones may arise through time."

(- 156)
Markets

Technological transformation amongst non-factory establishments results in
two types of productive organisation. Small enterprises can work under
specialised production for factories, attempting to compete with other
enterprises in small regional markets for short-run production runs or
artisanally ncide products. Alternatively, competition from modern factories
may force smaller enterprises to engage in own-account production of low
cost, high quality methods of production (p. 157).

Profits and Accumulation
Product prices and profits for small enterprises are lower than under factory

production (. 156). The extraction of profits and control of the putting-
out system in Turkey by middlemen is said to furthermore inhibit the
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ploughing back of small scale enterprise returns in enterprise develop-
ment (. 158).

Conclusions

Baykay"s account of carpet weaving production, while corroborating the findings
of Ayata regarding the general structure of production in the carpet industry,
amplifies further the importance of the relationsof production with merchant
capital. A particularly interesting observation made in the study relates

to the increased viability of small carpet producers in rural isolated
markets.

O A Study of Cotton Weaving in Bangladesh: The Relative Advantages and
Disadvantages of Handloom Weaving and Factory Production by Nuimuddin
Chowdhury. Doctor of Philosophy thesis, University of Cambridge (1982)

Introduction

In this thesis, Chowdhury examines the structure of the cotton weaving
industry in terms of the relative size of the handloom and factory subsectors
assessing the efficiency of the two methods of production in both subsectors.
Chowdhury argues that differentials in economic efficiency between units are
influenced as much by policy bias towards the large scale and large scale
access to decision making centres of power as by technological distinctions
(o. 112-113).

Definition

The distinction between smaller scale handloom and powerloom units and larger
mill units is based on differences in technology which also coincides with
registration status. Handloom and powerloom units were thus “marked by
relatively simple technology ... mostly not registered with state agencies

of any sort that implements the“minimum wages or other statutory welfare
measures” (p- 255).

Sampling Base and Measurement

This study undertaken with sponsorship of the Bangladesh Textile Mills Cor-
poration drew on two sets of sample surveys conducted between 1976/77: one of
the handloom”™and powerloom sectors, the other a near-100% survey of the

mill sector.

Relations of Production
Employment, Output, Capital and Income

A comparative picture of the technological characteristics of the different
weaving sectors, handloom, powerloom and mill, show considerable differences.
As shown in Table 6.6, small handloom units compared unfavourably with the
larger categories of these enterprises in many of the variables. Table 6.7
shows how technological measures for handloom units were considerably

lower in terms of capital investment (variables 1 and 2), employment,

sales, income per unit, as well as for capital-labour ratios (variables

6 and 7), than for their powerloom and in particular mill counterparts

(p- 139-140). Mills had mechanisation levels 11 times that of the handloom
units; furthermore, “while sale per mill is 190 times sale per handloom unit,
the matched multiple concerning income is only 41" (p. 140).
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Employment and Family Labour

Employment rates in each category of enterprises per loom per shift was
estimated to be 2.56, 1.66 and 1.17 respectively for handloom, powerloom,

and mill weaving in 1976/77 (p- 259). An important aspect of the slightly
higher labour usage in the smaller handloom and powerloom units appears to

be their use of family labour. Handloom units, for instance, derive a
substantial 45% of their labour from women and minors in certain jobs -
winding, reeling, and warping "... sedentary, simple and repetitious jobs,
cheaply done by these casual workers®™ (p. 258). Similarly, 30% of the labour
force of powerloom units is also said to comprise women and children

"perhaps due to a lack of family adults to work as unpaid family hands*®

®. 259).

Wages

A comparison of wages in the three categories of enterprises in parallel
weaving, reeling and winding jobs, accounting for 70%, 62% and 50% of the
total labour force within handloom, powerloom and mill units is given in
Table 6.8 (p- 259). As expected, wage differentials are greatest between
handloom and mill units, although fairly close to those between powerloom
and mill units. Thus “differential wage rates paid by the mills exceed
the like rates for handloom units by between 79% and 170% (rows 1 and 3), and
those for powerloom units by between 46% and 92% (not shown in table)”

(- 260). Such unit cost differentials as do appear between handloom and
mill units are suggestively explained as the outcome of underpaid (famnily)
labour usage in the handloom units (p. 258).

One important factor relating to wages is the terms of wage employment.
Over four fifths of the small scale enterprises labour force were paid

by piece rates, while “virtually no hired worker in the handloom industry
is in permanent employment®™ (p- 259).

Capacity Utilisation and Productivity

Tables 6.9 and 6.10 below show the levels of capacity utilisation and
physical productivity of the sampled mills and handloom units. Between
1975/76 and 1976/77, average weaving utilisation fell from 41% to 36%,
corresponding to a decline in workable loomage in operation (. 273) .

Table 6.10 shows that successively larger units utilise their loomage cap-
acity less intensively than smaller units (p. 278). Possible reasons given
for this are that smaller units only install “what they can hope to utilise
reasonably fully® (. 278). Utilisation levels of smaller units are further
raised by their intensive use of cheap labour (@. 279). In Appendix 55

it is shown that adjusting for imperfections in differential yarn pricing
and imports between mill and other units, handloom units still compete
favourably for relative efficiency; handloom units are also found to show
favourable output-capital ratios and net-surplus-capital ratios over and
above powerloom units (. 299).

Table 6.11 shows that mills have grown faster in loomage iIn comparison
with the handloom sector (. 304) .

Turning to profitability between enterprises, measured in terms of the ratio
of surplus to capital employed, Appendix 56 indicates that mills have
negative surplus rates. The dominance of handloom units over powerloom
units differs meanwhile according to the imputation for family labour

costs:
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Table 6.8

Wage Rates per Unit Time Worked in the Bandloom. Powerloom end
Mill Enterprises of Bangladesh Cotton Weaving Industry. 1976/7

(AH values are TK./R8 hours)

5 e c t o r s
Functions

Handlooe Fowerloon Mills

units units
0) (@) (3) (A)
*. Weave-: 56 71 10M
(100) 122 (179)
2. Feelers 36 50 %5
(100) d39) (263)
3. Viniir.B 37 52 ICC
(100) o) t270)

Note:(a) The figures In parentheses are indices with the hendloon figjres
as equal to 100.
Sources: Lata from the surveys and Bangladesh. IWWPC, 1976.

(Source: Chowdhury 1981, 260)

(The wages Tigures assume an average work week of 48 hours. For mill
units only wage calculations in the study excluded Sunday work and
employed a "method ... adjusting upwards usual earnings accruable in a week

by a factor combining the impacts of wage equivalents due to statutory
proviso®™ (. 259).)

... 1T we assume that family labour has no opportunity cost at
all, then handlooras appear to have a very significant superiority
to the other two alternative techniques. On that assumption, in
both years, the average rate of surplus for the handlooms is found to
be about twice that for the powerlooms ... However, imputation for
family labour cost ... changes the situation considerably. The
handlooms now lose ground to the powerlooms.® “op. 290-291)

Sources of F "nancing

As shown in Table 6.12 and Appendix 57, handloom and powerloom units have
restricted access to institutional sources of finance compared to mills.
63% of initial capital investment for mills is generated through instit-
utional sources, compart to less than 1% for handloom and powerloom units
(- 201). Similarly, the available data for handloom and powerloom units
indicate that the pattern of non-institutional financing is reproduced

for working capital (or expansionary capital sources).

Non-institutional credit sources form a particularly important source of
financing for handloom units (refer to Appendix 57). 49% of the larger

handloom units, for instance, were said to resort to non-institutional
trader credits (p. 244).
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Table 6.9
Weaving Utilisation c* tre Scnplf 1?75/6. "9"6/7
CAll figures, unless Indicated, are totals)
Spinner-weavers
P articulars
Old mills New mills All mills
(€D (2) (3) (A)
Tear; 1975/6
1 Workable looms (Nos.) 260A 3561 6165
2. Looms in operation (Nos.) 2185 2662 ABA7
3. Row 2 as f of row 1 (f) ex* 75 79
A. Capacity output, cloth (mru yds.) 79.0 107.3 186.3
5. Cloth output In standard yds. (an.) 300 A6.0 76.0
6. Capacity output/loos (yds.) 30338 30132 30219
7. Output/loom, in operation (yds.) 13730 17260 15680
6. Utilisation (f) 38 A3 Al
9. Bow 7 as f of 6 A5 57 52
Year: 1976/7
1. Workable looms (Nos.) 260A 3652 6256
2. Looms in operation (Nos.) 1899 256C AA59
1. Bow 2 as f of row 1 (I) 73 70 71
4. Capacity output, cloth (m. yes.) m 109.3 188.0
5. Cloth output In standard yds. Linn.) 25.1 A2.7 67.8
6. Capaclty/loom (yos.) 30223 29929 30051
7. Oirtput/loom in operation (yds.) 13217 16660 15205
6. Utilisation <%) 32 39 36
9. Row 7 as % of row 6 (f) AA 56 50

Notes:(a) All measures of capacity assume 3 dally shifts and 300 days'
operation per annum. All measures of cloth output are In terms of
cloth of 5* picks per Inch, which is the standard used by the
BTHC to assess its performance in terms of absolute yarcage.
Utilisation is. throughout, output as S of capacity.

For both years, row 6 is row A divided by row 1, while row 7 «3 row
5 divided by row 2.
Sources:Data from the sample surveys.

(Source: Chowdhury 1°82< 276)
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Table 6.10

Utilisation Levels of the Capacity of the Hericr-r: arc fowf-looe
Sample, 1975/6, 1976/7
(AH figures, unless indicates, a’t tr

hanttiiom unita Power
Partic ul] ar s loom
1-1N 15* Al units

looms Loots units

Vi 12) G (n; (5'

(A) Yei-:1975/6
V Installea locmsge (Nos.) 5U S?N 517 119
2. Looms in operation (Nos.) NG: 378 101
3 Fow 2 as X of row 1 (5) 9' 72 66 85
N Capacity output, doth, in stan-

dage units (mn. yds.) 177 1.95 1.79 1.1*
5. Clcth output, standt"C units

(m. yds.) 1.2E 1.10 1.26 0.66
t. Capacity output/loom (yds.) 3*30 3721 3*66 9580
7. Output/loom in ope-ation (yds.) 2753 2910 2772 8515
£. Utilisation (X) 72 56 70 75
5. Row 7 as X cf row 6 (X) 80 76 80 65
IB) Year; 1976 7
1 Installed locrage (Kos.) 506 57C 5U 119
2. Loom- in operation (Nos.) MON 336 396 91
3. Row ? is t of row 1 (X) 80 59 7 76
N. Capacity output, cloth, in stan-

dard units (mn. yds.) 1.72 2.0f 1.76 1M
5. Cloth output, standard units

(mr.. yds.) 1.05 0.90 1.03 0.73
6. Capacity output/loom (yds.) 3386 361N 3MIM 9580
7. Output/loom in operation (yds.) 2599 2663 2607 8022
8. Utilisation (X) 61 MN 59 e
9. Row 7 as X of row 6 (X) 7 N 77 8*

Notes:(a) As discussed in Ch. 3, handloom and powerloom yardage having
various "densities" have beer reduced to the same denomination
using conversion ratios adopted by the ETMC for Its cloth output
having the same densities.

(Source: Chowdhury 1982, 277)
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Table 6.11

Relative Rate: cf Growth of the Loonage by the Sample Units

Handloom units Power- Mills
Particu 1tr : loom

1-14 15* AH units

looms looms units

(1) (2) (3) 4) (5 (6)
(A): Sub-periods

(1) Inception to

1969/70 7.5 16.7 8.6 3.* 115
(11)1969/70 to

1976/7 0.4 5.7 1.1 5.3 1.4
(ill) Inception to

1976/7 5.1 11.7 5.9 4.0 10.4

liotes:(a) We must emphasise that the handloom rates of growth relate
to surviving units, and are therefore likely to be over-esti-
mates of the growth rates within the sector as such. This is so
because they take no account of the probably many units which
had been set up sometime during the period(s) under discussion,
but had not survived to the period of our survey.

Sources: Data from the sample surveys.

(Source: Chowdhury 1982, 305)

In this instance, the interest rates charged on these credits are biased
in favour of smaller handloom units since the yarn dealers who largely
provide such credit “will have strong economic reasons for giving softer
loans to the smaller weavers in view of their greater dependence on
commodity-credit relative to the larger weavers®™ (p. 246).

Uses of Credit

The usage of credit between handloom and powerloom units as indicated

in Appendix 58 vary. There is a marked tendency for larger units to use
credit for investment purposes while smaller units use it for consumptive
purposes. Four fifths of all the credit of the larger handloom and all
of it from powerloom units is thus used for investment purposes, while
12% of small handloom credit is used for consumption (p- 247).

Raw Materials

Examination of production costs per yard of cloth produced by handloom and
sample mills shows that yarn costs form a substantial 70% of production
costs for both these units (see Appendix 59).

The two main sources of yarn supply are differentiated according to the
respective loomage sectors. Handloom and powerloom units are reliant on
yarn supply from intermediaries (. 256), who are in turn reliant upon
cotton supply from local farmers, with overlaps between farming and weaving
schedules contributing to yarn scarcity.
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Table 6.12

Sourcil of Initial

and Expansionary Investment Funds for Saall>5cala

and Larga-Scale Enterprises in Bangladesh Cotton Vesting Industry,

Type of
units

197t/7

1 of ini- f of asp- f of initial capital
tial cap- ansion- funded Intarmali»

(percentages)

% of aspanaionory cap-
Ital funded external-

funded ary capi- fresa 1j from
internal- tal fund-
ly ad exter-
nelly */t r IMS F/M | IMS
(1) 2) C3) (5) <61 (71 (8) 9)
Hxndloaa units:
Ci) Sesll 8C.2 79.7 2.6 15.9 C.6 3.3 16.5 C.2
(2) Large 77.0 7*.i 6.6 1*.2 1.6 10.2 1*.7 0.6
3) ill 79.8 79.0 3.1 15.7 0.7 * 16.9 0.*
Power-
loo;: 62.0 68.0 12.0 5.0 1.0 9.0 0.0 3.0
Kills: 37.0 n.s. 0.0 0.0 *3.0 n.s. n.s n.s
Votes:(a) The syabcls F/I, |, and IMS. stand for friand/relatives. Interaecix-
rles at high ratea, and Institutions! aources at preferential ratea of
Interests.
Sources:Dats froa the aaaale surveys.

(Source: Chowdhury 198 ~ 201)

This particularly affects unregistered,

smaller handloom units unable to

receive the import licences for foreign yarn supply as easily as the
mills, whose favoured access to import licences derives from its
connections to the powerful Bangladesh Textiles Mills Corporation

(GIL®)

®. 255) .

Equipment

With smaller handloom and powerloom units there are far greater linkages
with the local economy than the mills as regards equipment purchases.

Appendix 60 shows that 93% of the mills~
By comparison,

goods (p- 239),

of their looms being built iIn used condition (p. 238).
units tend to have looms built for order, while the larger handloom units
a higher proportion of used looms (p. 238).

acquire

Markets

Generally,

loomage eguipment is imported.
three fifths of the loomage of powerloom units is built
locally from the adaptation of capital

over one third
Smaller handloom

the three types of weaving enterprises produce "for different

groups of consumers and, for the same group of consumers, to meet different
(- 260). Several factors contribute to this market segmentation:

needs*
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firstly, preferential government policy, directing certain types of fabric
production for handloom units (p. 261); secondly, the fact that by design
of the state marketing corporation, the Bangladesh Textiles Mills
Corporation (BTMC), handloom-made fabric is confined to old mills whose
output is geared towards coarse cheap sarees for the lower income pop-
ulation (p- 265) .

The net result of this segmentation is that competition between the three
different types of weaving units is limited to a few items.

Relative cloth prices (see Appendix 61) are less an indication of cloth costs
than the political decision making of the BTMC price fixing authority.

Conclusions

This study shows the importance of government policy bias in the dominance
of large scale industry. Preferential supply factors to large scale mills
contributed to its favoured output performance, while evidence shows the
"intermediary” position of the larger handloom and powerloom enterprises

in the productive sector. Although smaller enterprises were seen to be more
efficient, it was the technological organisation of the larger units,

in particular the mills, which led to better output performance amongst
these latter units.

O Dualism in Peru: An Investigation into the Interrelationships
between Lima®s Informal Clothing Industry and the Formal Sector
by Markus Reichmuth. B.Litt. thesis, University of Oxford, 1978

Introduction

This thesis examines the nature of the relationships between formal,

large and small scale production units and the informal sector small

scale production units in the clothing branch of the manufacturing

sector in Lima, Peru. The contextual background to this analysis is the
changing economic conditions at the urban and national level and the diff-
erential effects of the policy environment towards categories of enter-
prises at the level of aggregate demand. [In particular, Reichmuth tests
out the hypothesis that the importance of competitive relationships
between formal and informal sector enterprises increases iIn times of
declining aggregate.

Definition

Using a dualist labour market distinction, Reichmuth isolates one of the
criteria identified in the ILO Kenyan Report, unregulated and unregistered
markets, as the only characteristic distinguishing informal sector
enterprises applicable to the Peruvian context (pp- 37-44). Reichmuth
divides the labour market into 4 categories: small scale informal sector
(S1S), advanced informal sector (AIS), small-formal sector (SFS), and
large-formal sector (LFS) enterprises. The distinction between "advanced
informal sector®™ and small informal sector enterprises is based on the
accumulation potential and expanded production evidenced in the advanced
informal sector.
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Sampling Base and Measurement

The large scale sample was based on a 10% random sampling procedure which
reached a total of 010 responding establishments (. 219) . The small scale
sample was based on a list of enterprises reporting to the Ministry of
Industry and other industrial institutions and in the telephone directory
(- 219). The study also contacted producers at concentrated production
peaks according to a systematic random sampling procedure (p. 220).

Description of the System of Production in Manufacturing Sector and
Textiles Branch

The textiles and clothing branches both experienced favourable growth
levels between 1968 and 1973, thereafter declining. However, textiles
appears to have grown less than other industrial branches (see Appendices
62 and 63).

Sectorial Share of Small Scale (Traditional)

The sectoral distribution of employment in the artisanal sector of Peru,
as shown in Appendix 64, indicates that textiles, clothing and shoe
production comprised 58.8% in 1970, falling to 31.8% in 1973. Some
170,000 producers employed in traditional clothing production (including
rural traditional and the urban informal sector) accounted for 39% of the
manufacturing labour force in 1973 and 88% of total employment in the
clothing industry (. 94).

The structure of the clothing industry of Peru and Lima, as shown in Table
6.13 and Appendix 65, indicates that small scale informal sector enterprises
outnumber the other three categories of enterprises (LFS, SFS, AIS) both

in terms of the total number of enterprises and in their employment share.
In 1973 there were 100,000 SIS enterprises employing 157,000 persons (see
Table 6.13 below). Within Peru, Lima controls a substantial share of
clothing production with 88% of LFS enterprises, 52% of combined AIS and

SFS enterprises and 36% of small informal enterprises.

Table 6.13
Size of Formal and Informal Subsectors in
Peru’s Clothing; Industry, 1973
No. of establi simients Labour force
SIS 100,000 157,000
Alsa) \
7,600 28,000
SFS J
LFS 115 8,000

(Source: Reichmuth 1978, 90)
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Productivity

Productivity differentials between the 1-4 and the 20+ size strata of texciles
enterprises were more than sevenfold (p. 85). These differences largely
reflected technological distinctions (e.g- simple technology in small scale
knitwear production) (p. 85). However, in some areas (e.g- shirts and trousers)
marked by an absence of automation what labour differentials that exist,
Reichmuth explains, are due to market limitations of small informal scale
production (p- 159). Appendix 66 shows that amongst small scale sector
enterprises in Peru labour productivity levels in the 1-4 stratum in the
clothing industry sometimes exceeded the average levels in the largest firms
(p- 160). (See also Appendix 67, showing employment, cutput and productivity
indices for informal enterprises.)

Wages and Income

In terms of general comparison between branch earnings of informal and formal
labour in Lima, the study found that:

"...average earnings of a substantial part of informal clothing
producers were above that of an equivalent activity in a formal sector

job at its start (in April 1976). Informal wage labour, on the
other hand, earned 37% less than in a formal sector job at its start.”
(- 147)

Amongst formal sector producers in Lima, Reichmuth found that independent
producers held a strong market position compared to subcontracted producers
since they largely determined their prices according to their labour costs

and product quality (- 125). These comparative conclusions are supported

by Appendix 68 which shows production and net income between various independent
and dependent producers in Lima"s informal clothing industry.

Structure of Production

Within Peru as a whoie and Lima in particular, subcontracting is an important
intersectoral linkage. Three quarters of all subcontracting within major
informal industries (as measured in the 1973 manufacturing census) appears in
clothing production (- 87) (see Appendix 69). The same census document
estimates that subcontracting dominates 70% of the aggregate output of
industrial parent firms in all branches in Lima and over half that in the
country®s clothing industry (p. 89).

Most typically, it was the smallest enterprises which were least likely to
be independent producers and operated under subcontracting relationships

®- 87). 63% of the output in the 1-4 stratum of clothing enterprises

in Lima was thus directed to parent firms compared to 5.2% in the 20+
stratum (see Appendix 69). Large industrial clothing firms producing
primarily for the export market supplemented their output mostly from small
formal producers to ensure quality production for brand name products and

on a few informal enterprises. In order to avoid intermediary commerce (p- 115)
these producers employed their own comisionistas or distributor agents. The
separation of the large scale industrial and commercial sphere led to sub-
contracting of the latter enterprises with small formal and informal sector
producers.

Most typically it was the small formal producers to which small informal
enterprises were subcontracted.



The large orders of independent wholesalers were also an important market
source for small formal producers. Meanwhile these wholesalers also functioned
as suppliers of textile articles for over two thirds of the ambulantes (street
vendors) in 197g (p- 115). Small informal commercial enterprises marketing
small quantities to ambulantes or registered shopkeeper/retailers in low-income
areas, therefore, only distributed a small portion of output vsee pp. 114-117).

Marketwise the productive structure was segmented. The large formal sector
was said to dominate the market for high quality cloth; with both large and
small formal sector enterprises dominating the market for knitted cloth.
(Thus i1n 1973, 6 of the large scale enterprises controlled 35% of gross
output of woven material (p. 103).) The largest knitting enterprises in the
same year contributed to 25% of gross output (p-. 103). Since small and
advanced informal sector enterprises produced inferior weaving and finishing
(despite the mechanisation of the latter enterprises), they catered largely
to low income markets (p. 138).

Backward Linkages

Within the clothing industry Reichmuth found a limited degree of skill
transfer between formal and informal sectors. Capital transfers between
parent and subcontracted firms were an important part of intersectoral
linkages. (Appendix 70 shows the structure of operating end general overhead
costs facing small producers and indicates the importance of raw material
transfers.)

Markets and Competition

Reichmuth shows how changing policy measures made in response to the eocnomic
climate influenced the terms of market competition between large formal,
small formal and informal sector enterprises. Government policies directed
towards the promotion of basic, capital goods industries producing non-luxury
products (in the General Industries Law, 1970) could promote general economic
growth and encourage the development of (registered) textiles and clothing
industries through favourable tax and tariff measures (p. 181). During the
1974-75 period, however, favourable levels of economic demand and non-
regulation of price controls in the small scale production and commerce
market provided advantages for the informal enterprises. Complementary
relationships thrived in an expanded market with high levels of aggregate
demand. When the market contracted (from 1973 onwards), particularly after
devaluative policies of the 1976-78 period, it resulted in the development
of competitive relationships between enterprises (- 199, 209). Large formal
producers competed wiidi small formal producers in certain product lines (e.g.
trousers and ladies™ dresses) (p- 204). At the same time, small formal
producers also infiltrated the street trading market usually reserved for
informal producers (p. 208).

Constraints

In terms of constraints, Reichmuth argues that it is indirect interrelationships
such as labour surplus, lack of access to certain production inputs and markets
which constrain the growth of the informal sector. Here, he argues that these
constraints are related above all to the size scale of the enterprise which
creates the low credit ratings and unfavourable rates of exchange that

produce the above circumstances (@. 139).

Conclusions

Although Reichmuth uses the dualisttc distinctions between formal and informal



sector production, nevertheless his emphasis on the relationship between
the two sectors allows him to examine many of the pertinent issues relating
to the constraints on informal sector growth. A particularly relevant
contribution relates to the dynamics of competitive and complementary
relationships between enterprises.

® Manufacturing in the Backyard. Case Studies on Accumulation and
Employment in Small Scale Brazilian Industry by Hubert Schmitz.
Frances Pinter, Allanheld, Osmun Publishers, London, New Jersey, 1982

Introduction

Schmitz, in this book, examines the employment and income effects of small
scale as compared to large scale urban enterprise development, identifying
the particular constraints on expansion and accumulation facing smaller
enterprises in three branches of Brazilian industry: the knitting and
clothing, hammock, and weaving branches of the textile industry.

Definition

Schmitz®"s analysis effectively incorporates a pep framework of analysis
of the system of production.

Sampling Base and Measurement

The data for the knitting industry case study derived from 3 large firms
employing more than 100 workers, 5 medium firms with between 1 and 100
workers (mostly between 11 and 50 workers), and 5 small firms with less than
10 workers. Additional information ”~as collected from a major machinery
supplier and unregistered enterprise (p- 64).

The sample for the hammock study drew on unregistered and registered enter-
prises within the hammock branch including 8 domestic hammock enterprises

(7 clandestine and 1 registered), 8 capitalist enterprises with more than

10 workers and other contacts working with the distributive sphere (producers,
yarn/machine dealers etc.). Interviewing for the study was conducteg in
Fortaleza between July 1.978 and November 1978 (see Schmitz 1979, 9).

All but two of the twenty firms in the sampling base of the weaving industry
of Americana were randomly selected from a register of firms according to
their size stratification. The sample included 6 independent firms with more
than 100 workers (@2 of these being large scale international firms), and 14
producers who were or had been in the past subcontractors (p. 124).

Description of the System of Production in Branch
Size

Official estimates of the overall size of the textiles and clothing industry
in Brazil (provided in Appendices 71-74) are prone to underestimation and
inconsistencies (- 58); however, they do provide an estimate of the overall
size of the industry and some of its branches. According to these figures,
total employment in the industry expanded between 1950 and 1970. Taken
together, textiles including weaving and hammocks and clothing “account for
the highest share (16 per cent) in industrial employment®™ (p. 56).
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The Knitting Industry of Petropolis

Labour Force

The labour force in the knitting industry is comprised predominantly of
family workers, with women particularly important in the setting up and
organisation of small scale firms (. 67). Included in this family labour
force are children and retired family members working under extended hours
of production according to their age capability.

Ease of Entry and Capital Investment

Entry into this branch of production is enhanced by the divisibility of the
production process, coupled with the relatively low capital requirements.
The latter amounts to cruzeiros (CR.) $55,000 (U.S. $ 3,600) for the total
of 5 machines required in the knitting process (see Table 6.14 below).

Table 6.14
Cost of basic equipment for knitted clothing
production
: Cost
Type of equipment (Cr$ of 1977)

Knitting machine (manual) 25,680
Winder 5,500
Sewing machine 8,920
Overlock machine 13,250
Steam iron 1,500
Total 54,850

Source: Machinery supplier.

(Source: Schmitz 1982, 68)
As pointed out by Schmitz, however,

"This investment can be considered low in relation to the investment
necessary to establish oneself in other industrial branches, but it
is high for someone who earns one to two minimum wages, even if the
amount can be reduced through the purchase of secondhand machinery.*

(pp- 67-68)
Production Costs and Profits

The different cost structures and profits facing medium and small scale
firms are related to the way in which the structure and relations of pro-
duction affect these firms. Table 6.15 shows small producers pay up to
30% more for raw material costs than medium-sized producers @. 77). At
the same time their selling price is reliant upon the cost structure of
their medium-sized firm outlets.
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Table 6.15

Cost comparison of medium and small-scale
knitting enterprises

(percentages)

Production Medium-sized Small-scale
costs enterprise enterprise
Raw material 50 65
Labour 25

> 35
Overheads o5
Total 100 100

excluding including
profit profit

Source: Interviews with producers.

(Source: Schmitz 1982, 77)

Under the circumstances of a cost structure where 65% of input costs are for
raw materials and 35% for labour and overheads, the small producer profits
by avoiding social security and tax payments and largely avoiding labour
costs (except iIn busy periods) through the use of the nuclear and extended
family.

Even with the labour cost savings implied by these firms®" utilisation of
family labour and tax dodging, profit levels are reliant on the conducive-
ness of competitive market conditions to reasonable selling price levels

(- 78). In comparison with smaller enterprises, medium firms fare better
with profit margins between 20% for retail sales and 50% for consumer sales
Q- 7)) -

Productivity

Table 6.16 shows differences in productivity relating to technological
differences between manual and mechanised methods of knitting production.
Labour productivity on a manual “machine® is between 6 and 10 times lower
than its respective motorised and automated counterparts®™ (p. 69).

Table 6.16
Performance of knitting machines

Price Number of
Type of (Cr$ of machines
machine 1977)  per worker

Machine Labour
efficiency productivity

Manual 25,680 1 15 15
Motorised 36,400 3 30 90
Automatic 74,200 5 30 150

Source: Machinery Supplier.
(Source: Schmitz 1982, 70)
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Wages

In the knitting branch, small producers are said to earn better wages them

the marginal wages paid in larger enterprises. Within the branch, however,
wages are differentiated according to jobs performed: the few skilled designing
jobs available on shopfloors were the best remunerated, paying between

10 and 20 minimum wages (p- 68); sewing machinists in the large enterprises
earned one and two minimum wages, and a knitting machine operator between

3 and 4 minimum wages (p- 66).

The Nature of Subcontracting

A machinery supplier interviewed by the authors provides a description of
the subcontracting process.

"... they (producers) buy a small knitting machine, make a garment and
then take it to their neighbour to have the edges oversewn on the
overlock machine; they pay (the neighbour) CR.$3 to CR.$5 per garment,
and the rest they do by hand. Once they®"ve got a bit of money put
by, they get an overlock machine and then things get better, because
as well as doing their own work, they can do it for others too." (p-68)

In order to enhance self-sufficiency in the production process, these pro-
ducers either adapt equipment to carry out several instead of more limited
functions, or improvise, using simple irons and sewing machines (p. 69).

Credit and Raw Materials

The unwillingness of small producers to risk exposure through invoiced sales
and the minimum sales policies of large yarn spinning mills together result
in many small producers existing at the mercy of intermediaries who charge
25-30% or even 40% higher than large scale suppliers, particular in times of
scarcity (p- 74) .

In the context of the above structure of production the market for sub-
contracted garment products ranges from intermediate or finished goods supply
to other small workshops, medium-sized firms and small retail shops. Medium-
sized Firms and small (commercial) shops are the most common outlets for

this subcontracted production, although there is some small supply to boutiques
and less so to consumers. Medium-sized firms in turn sell their “output®

to retail shops or wholesalers over the counter (p. 75).

Competition and Markets

Schmitz, noting that complementary and competitive relationships between
large and small scale enterprises exist, observes that the extensive
distribution networks of larger firms allow them to dominate the more
"predictable” markets and leave the "leftovers®™ to small and medium-sized
firms (@. 75).

The Hammock Industry of Fortaleza

Employment

Employment in the hammock industry as indicated from official statistics
(Appendices 75-77) puts the overall size of the industry at approximately

224 enterprises in Brazil, 69 or which are in Ceara State, 38 in Fortaleza
(Appendices 75 and 76) .
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Women in the hammock branch in Fortaleza (Appendix 11) account for a
substantial 52.5% of the labour force while corresponding figures for women®s
employment in hammock making for Brazil as a whole and Ceara were 79.4% and 70.6%.

Production in capitalist
enterprises based on wage

labour

Production in subcontracted Finishing of hammocks
domestic workshops based carried out by women,
on family labour children and old peo-

pie at home
Production in independent
domestic workshops based
on family labour

Fig. 6.2  Structure of hammock production, Fortaleza
(Source: Schmitz 1982, 84)

The Structure of Production

Hammock production as seen in Fig. 6.2 above is organised under two types

of enterprise: capitalist enterprises predominantly operating with wage

labour, particularly smaller enterprises employing between 10 and 20 employees;
and domestic workshops, operating on a subcontracted or independent basis

with the help of family labour. Subcontracted enterprises are, however,
considered part of the external labour force of capitalist enterprises,

and supplement the internal (wage) labour force of capitalist enterprises.
Non-registered workers were found especially in smaller enterprises with

10-20 employees.

Type of Internal labour External labour

enterprise force force

Capitalist Home Labour of

enterprise Wage labour workers  subcontract-
ed workshops

Domestic ~ Family  Wage Home

workshop labour labour | workers

Fig. 6.3 System of production, Fortaleza
(Source: Schmitz 1982, 100)

Fig. 6.3 shows the relations of production in both capitalist enterprises
and domestic workshops.
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The Structure of Production

Yam production is dominated by large textile producers who sell yarn
unconventionally spun wi ch recycled waste products collected and supplied
fro;r other textile factories (. 92). While larger producers receive

yarn directly from large spinning mills, small unregistered producers

for reasons similar to those in the knitting industry are reliant on inter-
mediaries for yam supply (. 91) .

Two alternatives arise in the handling of small scale hammock production:

the subcontracting of work directly to domestic workshops or the use of a
system of intermediaries orml eaders* who direct the collection, distribution
and payment for particular production processes farmed out by capitalist
enterprises. One producer, for instance, subcontracted through an inter-
mediary to 100 women scattered over a wide area.

Capital Investment

Low capital equipment costs make for relatively easy entry in hammock pro-
duction. The costs of looms and accessories such as metal combs and shuttles
were said to be between CR.$5,000 and CR.$6,000, putting the total initial
capital investment for a small “backyard® workshop, with three looms at
CR.%$20,000 (p- 91).

Raw Materials

For many small producers, obtaining the yarn supply to continue hammock
production appears as a major constraint facing hammock producers. The
problem is threefold: small producers dependent on intermediaries for the
supply cf their raw materials pay for the consequences of this dependence

in higher prices. Even registered independent producers receiving raw
materials directly from large producers pay CR.$6 and CR.$8 more than large
producers per kilogram of yarn supplied (p- 91). Small independent p jducers
are also more vulnerable to price increases, and are unable to avoi " .he
irregularities of supply through bulk supply (- 91). Lastly, the r.igh 75%
proportion of raw materials iIn the production costs of standard hammocks
means that working capital is a major constraint for workshops (p. 91) . The
working capital needs of a small workshop with 3 looms and a daily production
of 30 hammocks, for instance, was put at CR.$90,000 (p- 91).

Tables 6.17 and 6.18 show the comparison in profits between independent small
scale producers and large scale independent producers.

Wages

Wages in che hammock industry are reportedly low, the highest wages being
offered to " the competitively more skilled weavers®™ within this branch.
Compared to the minimum wage (May 1978 - April 1979) of CR.$1,111 per month,
<he weavers are T"all on piece-work and earn between CR.$300 and $500 per week,
the average being $400 on the basis of 44 to 48 hours a week”.

Markets and Competition

The hammjck market is as elsewhere differentiated according to luxury and
quality distinctions segmenting the market along income lines: the low income
market for standard hammocks for sleeping purposes and the higher income
market for “luxury® decoratively fringed hammocks sold primarily tc tourists
and on export basis an well as to the local rich (p. 94).
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Table 6.17

Costs and profit in small hammock enterprise

(in Cr$ of 1978)

1.5 kg of yarn (no.8) 75
labour 30
= costs of production 105
+ profit of 10 per cent 10
=selling price 115

(Source: Schmitz 1982, 95)

Table 6.18

Costs and profit in large hammock enterprise

(in Cr$ of 1978)

1.5 kg of yarn (no.8) 65
labour 40
= COStS Of production 105
+ profit of 25 per cent 26
=selling price 131

(Source: Schmitz 1982, 98)

The market strength of the standard hammock is based on its use as a basic
sleeping necessity for 90% of the Northern Brazilian population, and other
neighbouring states (p- 94), albeit limited by the purchasing power of the
market. Small producers can, however, share in the luxury market through
artisanal production.

The Weaving Industry of Americana,Sao Paulo

A distribution of enterprises in the textile industry of Sao Paulo state
according to the relative shares of investment per enterprise size category
of enterprise in Americana and other urban locations shows that most of the
textile firms in Americana are small enterprises concentrated in the “up

to CR.4100" investment category (Appendix 78). However, it is the independent
large scale category of producers who absorb more labour overall than sub-
contracted and part-independent and part-subcontracted production, employing
11,293 workers overall compared to 2,601 and 1,235 in other firm categories
(see Table 6.19 below). (See also Appendix 79).

Technology and Capital Investment
The weaving branch of Americana is an area of technological change, which

has resulted in the mechanisation of small weaving production. According
to Schmitz, technological change iIn the weaving industry, while implying the



the deskilling of labour in modernised enterprises, has stimulated a reversal
in the normal flow of skill transfers from large (independent) to small subcon-
tracted enterprises, to a flow from small to large enterprises (p. 148) (cf.
Hakam 1978).

Table 6.19

Workers in independent and subcontracted firms in the textile industry of Americana
according to size of firm, 1975

Size of firm according to number of workers

Type of firm

0-4 59 10-49 50-99 100-199 200-499 500+ Total
Independent 9 94 119 704 1833 2791 4943 11293
Subcontracted 458 609 1238 296 . , . 2601
Part-independent/
part-subcontracted 5 22 543 118 437 : . 1235
Total 472 725 2600 1228 2270 2791 4943 15129

Source: Universidade Estadual de Campinas, Cadastro Industrial da Sub-Regiao de Campinas
1975-76, VoL 1.

(Source: Schmitz 1982, 129)

Capital Investment

Usually the investment by small weaving producers in this branch is spent

on secondhand mechanical loomage machinery, automatic loomage machinery
being too expensive for subcontractors. Secondhand machinery loomage equip-
ment more usually bought by subcontractors is costed at CR.$42,000 or

"the equivalent to around eight months® wages of a weaver employed by an
independent firm®™ (p. 137). These initial investment costs would include:
four mechanical looms at CR.$10,000 each or CR.$40,000 including all necess-
ary accessories, in addition to a mechanical winder costed at CR.$2,000

(- 137).
Labour Productivity

The compromise for the small subcontractor/producers® use of mechanical
loomage is lower levels of labour productivity. Both the speed of automatic
loora3 and the greater loomage per worker allowed implies a doubling of

labour productivity per worker (p. 144) . 1 weaver can, for instance, operate
10 automatic looms compared to 4 or 5 looms per worker in the majority of
mechanical looms (p. 144).

Wages

Within textile fTirms wages are apparently low enough to motivate labour move-
ment to subcontracting. Wage Labour between independent and subcontractor/
firms also fare better in the former, where they can earn up to twice as much

as iIn subcontracted firms. Weavers iIn a subcontracted firm earn CR.$3,000 and
CR.$4,000 based on a 10 hour working day, compared to CR.$5,000 and CR.$6,000
monthly working 8 hours daily for an independent firm (p. 141). (See Table 6.20.)
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Table 6.20

Monthly outgoings of a small subcontractor

(in Cr$ of 1979)

Kent of WOI‘kShOpa 2100
Wear and tear of machines

(i»pare parts, repairs) 700
Kleetricity 2000
Accountancy 120G
Wage for one weaver 3600
Wage for one auxiliary worker 2200

Social security payments, thirteenth
monthly wage and other costs incurred

for two employees above 2900
Throuder 600
Owner's health insurance and pension fund*5 1300

Total 16,600

Notes:

a. This does not include living quarters.

WIiil»' this constitutes a benefit to the owner, it should
re included under costs to make the subcontractor's
income comparable with an employee’s wage.

(Source: Schmitz 1982, 142)

Wage differentials between owners an”™labourers in subcontracted firms vary
according to firm size. According toAcost structure in Table 6.20 above,
Schmitz estimates that a subcontractor would 5earn (s) around CR.$9,000 which
is 50 per cent more than the wage of an employed weaver and the same as the
wage of a foreman ..." He further adds that: ~If, however, we consider all
the benefits which the employee receives but which the subcontractor foregoes
(e.g. paid holidays, thirteenth monthly wage, guarantee fund) and consider
his longer working hours, he is only slightly better off than the employed
weaver and falls behina the foreman®™ (p. 141).

By comparison, the income of a producer with only four looms and 1 worker
would also apparently fall behind the weaver"s wage unless the subcontractor
owns the workshop and enlists the help of family members (. 142). Family
labour, as Schmitz points out, is not necessarily unpaid wage labour, the
crucial determinant being whether the labour is external to the iImmediate
household (p. 141) .
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Table 6.21

Independent and subcontracted fi'-ms in the textile industry of Americana
according to size of f.rm, 1975

Size of firm according to number of workers

lype oi irrm

0-4 59 1049 50-99 100-199 200-499 500+ Total

Independent 10 14 40 10 13 9 6 102
Subcontracted 281 93 80 5 - - 459
Part-independent/

part-subcontracted 2 3 20 3 3 K1l
Total 293 110 140 18 16 9 6 592

Source: Universidade Estadual de Campinas, Cadas”*ro Industrial da Sub-Regiao de Campinas

1975-76, Vol. 1.

(Source: Schmitz 1982, 128)

Structure of Production

Production in the textile industry of Americana as shown in Table 6.21 is
essentially numerically dominated by subcontracted production by small
producers with under 5 workers.

Subcontracting

Typically, subcontractors have backward equipment linkages with other indep-

endent or subcontracted firms or secondhand dealers from whom they buy second-
hand machinery. Raw materials such as cellulosic rayon are ultimately derived

from powerful large scale yam producers, and passed on by intermediaries to

either registered or unregistered subcontractors, subcontracting on a fulVpart

time basis as part-time subcontractor/independent producers. The inter-
mediaries thus act as agents of commercial capital providing credit in the
form of raw materials in exchange for woven cloth. Some of the primary sub-
contractors will then subcontract out to other producers depending on the
range of their machinery investments (pp. 133-134). So described the back-
ward linkages of one producer are the forward linkages and market prospects
of another.

Conclusions

Schmitz, in his book, identifies the very different sets of constraints which

prevent the expansion of small scale enterprises within subsectors of the
Brazilian textile industry. These include not only internal constraints
such as motivation and drive, but far more important the wide diversity of

external constraints ranging from access to raw materials, and credit through
to problems of government discrimination which affect small scale enterprises.



SECTION SEVEN

GENERAL MANUFACTURING

This section looks at De Coninck®s: cross-section study on petty producers
in Uganda, which includes 3 case studies in the manufacturing sector of
production.

® Artisans and Petty Producers in Uganda by John De Coninck. Doctor
of Philosophy thesis. University of Sussex, 1980

Introduction

This thesis examines the prospects for growth and accumulation of petty
commodity producers in the social and economic context of petty commodity
production in Uganda. In so doing, it looks at the insertion of this

form of production Into the economy and its articulation with the dominant
capitalist mode of production. De Coninck argues that petty commodity
producers can only jperate in a subordinate and dependent manner to large
capitalist producers since they are forced to operate largely in unprofitable
low income markets and therefore compete with larger capitalist enterprises
through the exploitation of cheap, apprenticed labour (. 19". Informal
artisans and petty producers can, however, complement capitalist production
by using flexibility in rapidly adapting their production to changing market
conditions (- 19). Included in this general study are small case studies
of the shoe, metal furniture, enamelware and hoe manufacturing industries.

Definition

The study uses a pep framework of definition and analysis of small scale
production.

Sampling Base and Measurement

The study was based primarily on a cross-section survey of 160 artisans and
petty producers employing between 0 and 10 people in 4 selected areas in
Uganda - (@) Kampala; @ Jinga Town; (3 Kigezi District; and @ Teso
District - also drawing upon information from the Kisumu area, Kenya, for
comparative purposes.

The sample population, for the most part, included those in manufacturing or
service activities excluding food processing (- 30). The survey, conducted
between 1973 and 1975, used a nen-random basis of selection of cases. Small
sampling quotas representatively corresponding to the distribution of enter-
prises in each geographical area were chosen, taking into account size,
occupation and location (p. 31). As e complement to its survey of small
scale units, the study looks at former small scale units that had success-
fully expanded T"into large scale production particularly in Kampala®™ (@. 32).

Description of the System of Production
The Manufacturincr Sector

The general pattern of employment and output in the manufacturing sector
provides some indication of the domination of large scale manufacturing.
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In 1968 11.7% of manufacturing enterprises employing 100 or more people

had 61% of the employment in this sector. Those enterprises employing between
10 and 19 people accounted for 36.6% of the manufacturing labour force

(and 6.8% of total employment) (- 76). The tendency towards an

oligopolistic pattern of ownership was further reinforced by the fact that

by the early 1970s at least 9 industries "... were completely controlled

by four or fewer firms accounting for 27% of industrial firms®™ (. 76).

Introduction

In the metalworking and engineering sector, De Coninck presented two micro-
case studies on enamelware and metal furniture manufacturing concentrating
largely on the elements of competition between large and small producers.
He therefore provides little or no information on the system of production
in the branch or nature of the relations of production within the branch.
The review, therefore, concentrates on the above aspects of the structure
of production with even here the presentation limited by the sparseness of
information.

Enamelware and Metal Furniture Manufacturing Structure of Production

In the case of the enamelware and metal furniture industry, enamelware

and metal beds production is dominated by a state-owned company, The

Ugandan Metal Products and Enamelling Company Limited (or Tumpeco), importing
some 97% of its raw materials for enamelware and 65% for metal furniture

(p- 154). Within this branch there is some degree of specialisation and
areas of competition with small scale producers. Thus another company,
Casement of Africa Limited, concentrated on the production of steel windows,
and door frames, producing windows “depending on size and construction,
averaced 250/= (Ugandan shillings) ... (and) doers 1,000/= ..." (p- 154).

Capital Intensity

An important part of large scale market domination is explained by its higher
levels of mechanisation as seen in Table 7.1 below for metal furniture making.

Table 7.1

Fixed capital per worker m
capitalist and "informal” units (shs.)

(a) (b)

"Formal" Sector "Informal" Sector

1. Shoe and sandal manufacturing 22,313 3.-632 721
2. Metal furniture 21,705 5,267 2,011
3. Hoes 22,695 6,276 2,513

(Note: Figures for formal sector are approximations only. Column @
for informal sector refers to value of equipment, premises and
stocks, Column (b) to tools only.)

(Source: De Coninck 1980, 158)

The evidence shows some element of market segmentation, with petty producers
geared towards the local, low income market, though some petty producers
appear to produce products of high quality. The main means of competition
here was price. In the case of this branch petty commodity producers engaged
in welding, for example, benefited from shortfalls in production by the
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"modem” sector. Other producers (window producers) could not match
the lower prices of the modem sector, while still yet other producers
were restricted to low-income markets (p. 155).

"Half of the welders included in our sample of petty producers

stated that they faced little competition from the manufacturers

of steel items in the modern sector of the economy. Others noted
that they could not attain their quality and competition therefore
presented a problem, others on the contrary stated that their Pro“ucts
were of a superior quality. Windows produced by these petty
producers sold at between ?00 and 500 shillings, beds at between 250 and
300 shillings, in all cases higher prices than those for similar

items produced iIn the “modern® sector (p- 154) ... Tinsmiths were
selling their wares at lower prices and therefore “tapped®™ the low-
income market: most noted that enamelware from Tumpeco was very ex-
pensive and that they were producing for the "common man® goods of
inferior quality as compared to those produced in the capitalist
system.” (p- 155)

Relations of Production: Hoe Manufacturing

As seen from Table 7.1 earlier, comparisons between “formal® capitalist
sector and "informal sector”™ units show that capitalist firms producing
hoes have a substantially higher level of fixed capital per worker almost
quadruple that of informal units (taking formal and informal sector (@)
column). The degree of capital intensiveness of production, however,
varies between petty commodity producers in the branch.

Costs of Production and Output

A comparison of the production costs of the large scale mnc hoe producer,
compared with two other petty producers.(the one mechanised and the other
labour-intensive) ,(Table 7.2)shows that while the smaller informal sector
units produce hoes at lower prices, in the case of the smallest petty prod-
ucer offering hoes at just under half the cost of the large scale firm,

the substantially smaller output potential of these firms appears as a limit
on their potential to capture markets. Compared with the mechanised

small petty producer, the mnc producer in 1975 produced 1,900 hoes per day
costing 12/98 shillings each and to be sold at 18/= while the small pro-
ducer had slightly lower costs of production (1975) of 10/39 per hoe sold
at 15/75 shillings per hoe but could only manage to produce 10-15 hoes

per day.

Disregarding the output limits of these small producers, the study maintains
that "increased production costs between 1973 and 1975 have enabled petty
producers and artisans to gain a competitive advantage* (p. 157).

The Shoe '‘ndustry

Introduction

In the shoe production case study in Uganda (J970), De Coninck looks at the
nature of the oligopolistic domination by capitalist shoe enterprises such

as Bata, an MNC producer tending to dominate production over 5 smaller
producers employing between 5 and fO people (p. 149).
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Table 7.2
Production costs (per hoe)(shillings) (10)

Item Chillington’s Mr. S. K"la Mr. A. Teso

973) (L1975 1975) 1974)
Steel 3700 7/68 5/00 -
Scrap - - - 3/00 or free
Electricity — — 0/12 —
Charcoal — — - 1/00
Welding rods — — 1/25 —
Labour 0/50 0/60 0/72 3700 excl. own
Grinding — — 1/20 -
Transport — — 0/60 —
Hoe noose - — 1/50 —
Spares, mainten. 0740 1/20 - -
Glue, etc. 0/60 1/20 — -
Other costs 0/95 1/90 - -
Vamishina, label 0/20 0/40 - -
Total : 5/65 12798 10/39 7/00
Sold at: 6/15 18/00 15/75 10/00

Output per day

(No. of hoes): 2,800 1,900 10 to 15 1to 2
(Source: De Coninck 1980, 158)

Employment/ Output/ Capital Intensity

A picture of the extent of mnc domination in the shoe branch is given by

the following output and employment figures. By 1975, the Bata Shoe

Company in Uganda was producing 10,000 pairs of shoes per day, had 15

million Ugandan shillings in fixed assets and employed 600 people, while

its distributive networks alone also absorbed one sixth of the labour

force (p- 149) . In 1972 one of three remaining local companies employed

30 people, had a sales production of 9,600 pairs of shoes in 1973 valued at
528,000 shillings and assets valued at 15 million shillings. Another smaller
one enjoyed sales of 1 million shoes in 1972, an output of 30,000 pairs and
assets of 200,000 shillings, employing 53 people (. 149) .

As seen from Table 7.1 earlier, the levels of capital investment for the
large scale mnc shoe producer, in terms of the amount of fixed capital per
worker, outstrips about 6 times that of the middle scale petty producers.

The Structure of Production

Linkages

The case study shows that the Bata Shoe Company dominated smaller shoe
factories through its vertical productive linkages (with tanneries in Jinja)
and its distributive networks (p- 149). Most raw materials for production
(except for textiles, some packaging materials and some wood) were,

however, imported requiring some 300 million shillings per month in foreign
exchange (pp- 149-150) .

Markets and Competition

The drop in the number of shoe producers in Jinja from 38 (6 years before
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the survey) to 5, shows that large scale raxc production despite the higher
prices reported for its rubber sandal products, was slowly dominating the
local market and pushing out smaller producers. An apparently important
element of this market domination was its production of a standardised,
high quality good.

Though there was some conflicting evidence about the extent of rac competition,
the following appraisals taken from 2 small shoe manufacturer/repairers,
provides some indication of the dynamics of this competition.

"In a small survey of petty producers in Kisumu, Kenya,

an Asian shoemaker and repairer stated that Bata shops

took a great deal of business away from him and that he

had experienced a steady decline in customers, especially

at the time of the Bata sales, although Bata shoes were,

he thought, no better than his. ... The manager of Bagatto, a shoe
manufacturing cooperative society employing 20 in Kampala,
estimated that Bata shoes were on average 40% cheaper than

theirs and that rapid changes iIn design were unbeatable. Sales
were barely sufficient to cover costs because the Bagatto

shoes were of better quality, and only picked up whenever Bata stocks
were exhausted in town.® (p. 153)

Price competition therefore presented a major means by which mnc producers
could squeeze out small petty commodity producers engaged in shoe manu-
facturing, and force others into the production of less profitable
motor-car tire sandals (p. 153). Small producers could, however, benefit
in times when Bata could not meet production needs (p. 153).

Conclusions

Through his case history approach of petty producers, De Coninck thus shows
that while large scale domination may mean that these producers control the

most profitable markets, pushing smaller producers out of production or into
less profitable areas of production, he also shows that small producers

can thrive and expand production. Their success in competing more success-
fully with the large mnc firm in output terms would, however, seem to be
thwarted by their lower scales of mechanisation.
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FOOTNOTES

1.

Full capacity is defined in the bakery industry as "24 hours a day,
360 days per year®™ or 8,640 hours per year (p- 112).

The calculations upon which these rate of return observations were
based, however, excluded recurrent transport costs, working capital,
overheads, repairs and maintenance, taxes and depreciation allowances
"over and above these implicitly considered in the n"s assumed for
individual items of equipment® (p. 157). These observations were also
based on the assumption of homogeneity of output.

The sampling frame for the first two sectors differed: the handloom
sample was drawn from a two-stage stratified, selective sampling of
handloom units in Narsingdi, Shazadpur and Tangail (. 110). The
data used in the study, however, drew on the Narsingdi and Shazadpur
samples including a total of 244 handloom units, 189 using 1-14 looms

and 55, or more looms (p- 111). The powerloom sample of 10 units was
randomly selected from a list of 25 units ir Dacca and received
a 100% response rate {p. 11l1). Interviews of the mill sample,

including 24 out of 25 of nationally registered spinner-weavers,
were administered through the post (p. 112) as against the survey
questionnaire methods used in the foregoing samples.

This seems to correspond closely to Steel"s characterisation of the
"intermediate sector®™ which contains all of the elements identified

in the Reichmuth study, including technological, size, and unregulated
market, criteria.

The unregistered enterprises for Schmitz®s knitting and weaving sample
were contacted through the major machinery supplier.

Registered enterprises for Schmitz®"s hammock case study were randomly
selected from a 2/3 survey from the Ministry of Labour register of enter-
prises from the Human Resources Department of SUDENE. Clandestine
enterprises were located by way of a sequence of branch members and

their contacts (Schmitz 1979, 9).
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PART FOUR

CONCLUSION

The purpose of this research study has been to provide a survey of existing
empirical studies on industrial ana manufacturing activities in the informal
sector of developing countries. This has been undertaken through the review
of two different types of case studies: TFfirstly country and city level studies
concerned with the sectoral composition of the informal sector, and

secondly branch specific studies within the industrial and manufacturing
sector.

The survey has highlighted a clear distinction in the research methodologies
utilised in the different types of studies: country and city level studies
have been based primarily on cross-sectional survey techniques with pre-coded
questionnaires, while recent branch specific studies have relied more on
quantitative techniques such as anthropological participant observation.

It is clear that both methodologies impose severe limitations in terms of

the range of data collected. Cross-sectional surveys are essential to
provide basic information on the scale and size of informal sector activities
within a specific geographical area, be it a country, region or city.

However, by their very nature (preset questions and coded answers), they
cannot come to grips with the interrelated complexity of internal and external
constraints affecting the growth opportunities of small producers in the
informal sector. This demands far more detailed qualitative research,- often
time consuming and sensitive in nature if the linkages and constraints
particular to individual enterprises are to be identified.

However, jJust as the limitations of "top down™ survey questionnaires are
recognised, so too are the limitations of "bottom up®" research. Ideally
what is required is a combination of the two, recognised in some of the more
recent studies such as those by, for instance, Harriss and Schmitz.

In a review of this length it has not been possible to include all the in-
formal sector studies available. This is particularly true of Part Three,
where the criteria for selection were twofold: firstly it was intended to
indicate the range of sectoral studies available and, secondly, to review
those studies most concerned to identify the interrelated constraints
affecting and determining the growth potential of small scale enterprises.

Therefore, in the bibliography a far more extensive list of branch sector
studies, not only in the productive but also in the service and distributive
sectors, is included.

From the wide diversity of studies reviewed a number of very brief tentative
comparative conclusions can be drawn, relating to a few of the numerous
different characteristics identified. (Time constraints do not permit a
more detailed comparative analysis.)

Size

Two explanatory variables relating to size dimensions were presented either
explicitly or implicitly, particularly in the sectoral studies in Part Two.
The First view, most clearly presented in the work by Steel (1977) related
the size of the informal sector to the size and function of the particular
city. (See also Chuta and Liedholm 1976.) The second variable described

in both Abidjan and Freetown case studies concerned the relationship

between rural-urban migration and informal sector size. Thus the contribution
of totrl migrants in the Abidjan informal sector was 31% and in Freetown 70%.



200

The Colombo City study, in direct contrast, attributed the small size of

the informal sector (20%) to the absence of migration. (However, the restric-
tive definition used to identify the informal sector in Colombo resulted in
the diminished overall size of the sector.)

Skill Transfer

The vast majority of sectoral studies in Part Two identified a formal/informal
flow of labour and skill which related to che remunerative capacity of the
formal sector. However, while some branch studies corroborate this directional
flow, a number of others pointed to a reversal of this flow (Hakara 1978; see
also Reichmutn 1978; Schmitz 1982) The reasons for this reversal varied.

In Hakara®s study (1978), the circumstances producing this flow were complement-
ary and often supplementary informal sector proauction in the auto-repairs
industry; while in Schmitz®s study (1792) such reversals were linked to
differential remunerative capacity between subcontracted and independent
producers.

Labour, Capital Intensity and Output

The general correlation made between labour, and capital intensity was that
higher levels of capital intensity, and lower ratios of labour to capital,

were the net result of increasing mechanisation and technological organisation.
A number of studies, including Steel (1977) and Reichmutn (1973), in particular
noted the existence of an intermediate or advanced informal sector that
exhibited some of the features of higher productivity levels due to its
relative movement away from low levels of technological organisation. Data
presented ip the branch studies iIn particular show that textiles and clothing
industries are generally seen to be the most labour-intensive areas of prod-
uction. Importantly, however, this genial trend is subject to historical
specificity.

The Important e of Subcontracting

An imp Jtant element of the organisation of subcontracting production was the
ca~ city for fragmentation of the productive process. This was shown in
studies of the textiles and clothing industries (see Reichmuth 1978; Schmitz
1982), footwear (see Goddard 1981; also MacEwen Scott 1979), lit also
construction (Sanesan 1981; MacEwen Scott 1979".

Accumullation

The prospects for accumulation amongst small producers as indicated iIn the
branch scudies related to the relations of production amongst large and
small producers - a factor not dealt with iIn the city studies. Although
Indppendcnt proauction did have advantages, "> degree to which this type
of production was preferential in comparison to subcontracting related to
the stability and autonomy it offered (Reichmuth 1978).

As seen in a number of studies, subordination did not prohibit accumulation
amongst petty producers (Chowdhury 1982; De Coninck 1980; Harriss 1982;
RetJhmuth 19/8; ~chmitz 1982), with small producers taking advantage of large
scale lapses in production or responding to changes in demand more swiftly
than large scal.e producers. As suggested in the evidence from a number of
studies, the accumulation prospects of s: all scale producers was related

to the quality of product produced, market orientation and productive
relationships between small and large producers. While low quality goods
were a feature of some producers, most of these studies indicated that a
small portion of artisanal small scale prdouction could be geared towards
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the high-income market and thus allow for profit.» if not accumulation amongst
small producers. The exitence of the iIntermediate/advanced informal sector
would thus seem to be related to the possibilities for the small scale to
share the market with large scale producers.

In the case studies of multinational corporation expansion (Kaplinsky 1981;
Langdon 1976), it was shown that large scale domination of the market was

mostly related to non-price competitive marketing strategies which drove

small producers out of production or led them to attempt to compete under

the same technological terms of large scale production. In view of the evidence
supporting the expansion possibilities of some small scale firms, it would
appear that the specific dynamics of the complementary and competitive
coexistence of large and small scale enterprises is an area requiring closer
examination.

Policy

A persistent theme running throughout the branch studies was the question of
government bias against the small scale or petty commodity producer.
Chowdhury (1982), for instance, found that the unregistered status of seme
small scale (handloom) weaving enterprises restricted their access to official
licences for imported yarn supplies; at the same time, the state marketing
corporation®s (BTMC) biased assignment of some of these handloom units to
older mills restricted their output quality. In Kaplinsky®s (1981) bakery
study, government price controls limiting differentials between urban and
rural bread producers disadvantaged small rural producers. Langdon (1976)
found that government tax policies for the shoe and soap sectors were
patterned to promote large scale accumulation and profits. When the large
scale mne sector produced the cheaper good (shoes), producers were taxed
progressively according to prices charged, but when the mne sector sold the
more expensive product (soap), producers were taxed according to bulk
quantity.

Schmitz (1982) showed that measures designed to assist small scale enterprises
by “formalising the informal®, through requirements for registration of
unregistered enterprises and the inspection of books relating to the number

of registered workers, in reality penalised small scale enterprises which

only survived through the informality within their system of production.
Reichmuth (1978) equally identifies tne importance of non-enforcement of
registration regulations if small scale enterprises are to sham in economic
growth. Therefore from the evidence iIn Part Three it is clear that government
policy bias is one of the major constraints which limit the growth potential
of small scale enterprises.
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It is useful to state, very briefly, by way of background, son® of the most
important definitional distinctions. Three of the earliest conceptualisations,
all within the common a priori dualist framework, are those by Hart, Mazumdar
and Weeks. Hart"s original dualist dichotomy of the urban economy was based
on the distinction between wag3 earning and self-employment (the latter
because they eluded statistical enumeration tended to be ignored or at best
categorised as part of a large unproductive tertiary sector) with the key
variable being the degree of rationaisation of work. Although Hart"s dichotomy
was based on the characteristics of enterprises in the city, his definition of
the target group remained unclarified including as it did informal income-
generating activities, the unorganised sector, self-employed individuals.

Mazumdar (1976), in a different approach to the informal/formal sector concept,
based his dichotomy on the urban labour market, rather than between enterprises,
and described the informal sector as “unprotected* as against the formal
"protected” sector. The basic distinction between the two sectors related to
the fact that employment in the formal sector was protected so that wage levels
and working conditions were not available to job seekers unless they managed to
cross the barrier of entry with mechanisms by both the trade unions and
government designed to prevent entry.

Weeks (1975), like Mazumdar, stressed factors external to the character of the
enterprise, but laid specific emphasis on the role of the state in basing his
two sector distinction on T“the organisational characteristics of exchange
relationships and the position of economic activity vis-a-vis the State".

While the formal sector which includes government activities as well as private
sector enterprises are officially recognised, nurtured and regulated by the
state through such mechanisms as tariff and quota protection, iImport tax
rebates, selective monetary controls and licensing measures, the informal
sector operates outside the system of benefits, or access to formal credit
institutions, etc.



203

Appendix 2
Appendix. Suggested criteria for identifying informs! sector enterprises

1 Manufacturing. A manufacturing enterprise may be included in the informal sector
if it satisfies one or more of the following conditions:
(a) (temploys 10 persons or less (including part-time and casual workers).
(b) It operates on an illegal basis, contrary to government regulations.
(c) Members of the household of the head of the enterprise work in it.
(d) (t does not observe fixed hours/days of operation.
e) It operates in senu-permanent or temporary premises, or in a shifting
location.
(f) 1t Joes not use any electricity in the manufacturing process.
(9) ft does not depend on formal financial institutions for its credit needs.
(hi Its output is normally distributed direct to the final consumer.
(i) Almost all those working in it have fewer than six years of formal schooling.
2. construction. A construction enterprise may be included in the informal sector if it
satisfies one or more of the following conditions:
(a) Ary of 1 (aj-(c/ or (i) above.
(b) It Joes not own power-operated construction machinery and equipment.
(c) It isengaged in the construction of semi-permanent or temporary buildings
only.
3. Transport. An enterprise providing services related to transport, storage and
communications may be included in the informal sector if it satisfies one or more

of the following conditions:
(a) Any of 1(a)-(e)%(g) or (i) above. Condition 1(e) does not apply to
transport activity per se.
fb) 1t does not use any mechanical power.
4. Trae. A trading enterprise may be included in the informal sector if it satisfies
one cr more of the following conditions:
(a) Anyof I (a)-(e) above.
(b) It deals in second-hand goods, or sells prepared foods.
5 Serviess. A service enterprise may be included in the informal sector it it satisfies
one or more of the following conditions:
Any of | (a)-(ej above.

(Source: Sethuraman (1976, 81))

Appendix 3
Estimate of African employment in Nairobi. 1969
(Thousands)
Oroop Mate Trobly Total
African population over 14 179 14 263
Accounted for : 137 26 163
Secondary-schoolptptis N 6 23
Students 2 _ 2
Wage employmentin theforma!nctor 116 19 i34
Self-employment In the form al sector 3 | 4
Unaccounted for (informal sector employment,
housewives, unemployment and miscellaneous) 42 31 100

1Totab m*j act mid ap ancdjr onmiag rommateg.
sown :Trtilul Pgam S.

(Source: ILO, 1972, 54)
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Appendix 4

Proportion of employed persons earning less than 200 sh. per month in

Nairobi, by sex and household status. 1970
(Percentapos)

Ne per M ack)

199 1

100-199 j 138 -~
Total 13.8 40.7
Source:V te kw carver.

(Source: 1ILO, 1972, 54)

Appendix 5(a)

Enrolment in primary schools by province. 1969

Provincial enrolment

Province
N amber*

Central 311 970
Coast 76 805
Eastern 269 652
Nairobi 60944
North-Eastern 330
Nyanza 206 462
Rift Valley 182 233
Western 169 930
National 1282 297

Perorale** of

national enrolment

243
6.0
21.0
4]
0.3
16.1
143
133

100.0

19.6
132

328

Population of province
aa peretnup of
manorial population

153
8.6
174
4.7
23.
194
20.2
12J

100.0

Souroea: Ministry of Education: Amata! report, 1969 end 1970: and F'palatkm crauti,, 1969.

(Source: 1ILO, 1972, 512)

Appendix 5(b)

Provincial enrolment for secondary education, in relation to population and

national enrolment 1969

Provioce Earata»eat aa  Enrofmeat u Proviaoe

peroralaps of  peroratane of

national total  provincial

poputatioe

Central 234 1.60 North-Eastern
Coast 91 112 Nyanza
Eastern 120 0.12 Rift Valley
Nairobi 19.9 4.50 Western

Soarce: Mietaci? of Educa“ioa: ~auta report, 1969; and

(Source: 1LO, 1972, 514)

Eeroln tat as

ptroraran» of
aaiioaal local

0.01
135
1.9
102

Earofanem as

peroratane of
provincial
populatioo

0.05
0.73
0.62
0.88
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. Methods used by male immigrants in eight individual towns in obtaining their first job

(Percentages)
MdM wt Nairobi MomfcUi KiwH Nakora EUord Thika Ninjmkl
Friend or relative 353 335 50.4 38.8 346 30.9 48.0
Newspaper 6.4 59 10.8 15 19 6.2 6.0
Employment exchange 4.8 4.3 85 3.0 19 33J 8.0
Radio 0J — - 15 — — —
Heard of job and applied 152 21.6 10.8 45 3.9 9.9 —
Other method 18.2 19.7 9J 16.4 17.3 135 34.0
Started own business 51 R — - - — 2.0
Still unemployed 141 18 9J 328 40.4 62 2.0
No response 0.6 — 0.9 15 — — —
160.0 100.0 100.0 100.0 100.0 100.0 100.0
Sow :ll—y migr 1 ** **» mhmea*rttamdmrtmxuntptoj mtnl to fraya, oy.cit.
(Source: ILO, 1972, 559)
Appendix 7
Sur oi plot
G'Ovf) Inum ttr) Uvdtuntil tor c<tnltifritfi
1-4 s* 10-14 15-30 Na im>f>
Tmtin<Inf (}|) 7.1 75 « 71 53 7 7.1
[1i) 7.1 14 3 71.» 7.1
CMbkri |T) 3ss S7.1 14.3
M INe tlln an
"< Uila»» 13) S3a 333 )13
All frowp* 15?) IS as IS 50 S
(Source: Chana and Morrison, 1975, 127)
Appendix 0 @)
Age
G>aw# (immttfl Vaa'a
10-10 70-74 75 70 30 74 74 30 40-SC+
Tman.iM 130) 10 7 14 3 321 17 t 14.3 10 7
Carpaalait 114) 70 S 7S 35 7 71
Ca*»la>a (7) 42 0 14.3 as s 14 3
S«n>«|l
a*>n ane
lailar» |3) 33a 33 3 33.3
AH raw *» (S3) s 71 as 3» 12 -
(Source: Chana and Morrison, 1975, 125)

NjaH

A22
3.6
24

72

325
4.9
72

100.0

ABcilkito*M

37.6
6.0
7.0

133

188
29

138
0.4

100.0
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length of atajr
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C»a« fiww>»i| fuu
(PsrconteB* «iiliA vlior)
M i tiB 100
TmmuMt (It) 7.1 95.7 17. St 2
ww 21.4 21.4 42t
Cobb*'» (71 7" 111 42 A
MIIH It M 111t
TNe toil*™ |3) 108
All I'teft 1(2) 12 2> It 44
(Source: Chana and Morrison, 1975, 125)
Appendix 8(gj
Outlook and future plant
omik to PSAwcts Plans tor wnterpMAt
Crow# (numb*i) “
Ik k im Doer**»» CI N EteM4 cwMlitsl Close
TmiMtti (21) 40/ 17.0 21.4 007 7.1 20 t
CirHuWwl 114) 47.1 14.S 20 t 70 4 7.1
cCuHT (M 20 t 71t 100
wmnmmMm Mitfl
mn4 teito™» (3) ttt - 229 922
AL | >M*« at 23 21 4 4
1975 129)

(Source Chana and Morrison

bs snsosr

2t
14.2

tt t

29
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Employment in the Ivory Coast and in Abidjan by sector and by status, 1965 and 1970

Sector and brack
of activity

IMS
Infomul lector
Seg-cinpluycd Wage and

and family «alary
worker» earner*

Sob-total

Primary sector 1176 200 199900 /J7d 100
Secondary sector 77080 12 300 89 380
Industry 51 &4 6300 58 190
Construction 25 190 6000 31 190
Tertiary sector 15020 22800 37 820

Public
administration - —
Private services 15020 22 800 37 820
Total /468 300 235000 1703300

(Source: Joshi, Lubell

Formal

wage and
alary
amen

A.
46 800
54000
29000

25000
88700

34000
54 700

189 500

Total

lvory Coast
1622 900
143 380

87 190

56 190

126 520

34 000
92 520

1892800

and Mouly 1976,106-7)

1970

Informal factor

SriT-employed Wage and

and family
worker*

1451 650
114 ;20
59 890

54 230
24 940

249-0

1590 710

salary
earner*

289810
16 400
8400

8 000
28 520

28 520

334 730

Sub-total

1741 460
130520
68 290
62 230
53 460

53 460
1925 440

Formal
eactor:
wage and
salary
amers

51 640
¥2 800
40 800
42 000
117 360

45 000
72 360

255 800

Total

/ 797 inn
213 320
109 1vH)
104 230
17>820

45 000
125 «20

2 181 24n
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Informal and formal sector employment in Abidjan by sector and industry. 1965

and 1970
Sector and branch Of activity 1 19U 1970
Informal Formal Total Informs! Formal Total
eactorl sector s eactor * sector *

Primary 2000 2000 4000 3000 3000 6000
Agriculture and livestock 500 — 500 900 — 900
Export agriculture 500 600 11CO 90C 1000 1900
Forestry — 600 600 - 1000 1000
Fisheries 1000 800 1800 1200 1000 2200

Secondary 8000 25 000 33000 15000 38000 53 000
Mining and quarrying — 800 800 — 1100 1100
Food processing * 500 2400 2900 9G3 6500 7400
Textiles and clothing 2 100 250 2350 4000 3400 7400
Leather and footwear 200 350 550 400 800 1 200
Wood and wood products 1000 2300 3300 1900 30G0 4900
Petroleum refining - — - - 200 200
Chemicals 10 900 910 80 1500 1580
Rubber 10 — 10 20 300 320
Building materials

and glass;

metals; vehicle repair

and manufacture; other

electrical and mechanical

industries 1980 4200 6180 3500 5600 9100

of which: Vehicle

manufacture and repair (I 300) (2 300) (3000) (5300)
Miscellaneous

manufacturing 700 | 810 2500 1300 1000 2300
Electricity, gas, water — 1000 1000 — 1600 1600
Construction and public

works 1500 11 000 12500 2900 13000 15900

Tertiary 19 000 47 000 66000 29000 65 000 94000

Transport

and communications 2 000 10000 12000 2500 13000 15500
Housing; other services 6000 3600 9600 10000 5000 15000
Trade and commerce 11 000 9 000 20000 16500 12000 28 500
Public and private

administration — 15000 15000 — 22 000 22 000
Financial institutions — 1400 1400 — 2000 2000
Domestic services — 8000 8000 — 11 000 Il 000

AU sectors 29000 74 000 103000 47 000 106 000 153 000

*Clmitulion of Ibe Sociéli d'Eluda Econocuqucs et Financicro. " Sclf-rmployrd. family workers and wife

aaracrv *Waa* ud talary aarnm. *Grain milling; food proccasing and canning; bcvmjn and ice;

«dibit fata and oil*; olher food, tobacco.

Sower: L'Imape bate 1970: L'empioi. op. d u p. 130. Sanalso table 34. Thraatimata in ibis table war originally
Bad* by Heather Jo*hi by extrapolating and reconciling figura rtperud io: Y. Booti*: Mappon um Cierrrvmrw
dr Is iTi'yifaifur dr fa Coti d'lrotrf tur fa promotiaa art mrrpeufi irotrUrmtt (Geneva. ILO. 1971). CoH d'hoin
196S . Empio/. op. at.; JUpubliqu* dc CAte d'lvoire. Minister* du Plan. Direction de» Eluda de Ddvcloppemcnt

Jbmim M dn aetlritlt commerciate!, ariuaaalei ft dri Hrmeet dear I'atnlomeranoa ab/dtauaue. /967 Rapport
géadral, by J. Chateau (Abidjan. 1967); Cote d'lroire J96S: Antuimat. op. at.: Rcpubliquc d* C6te d'lvoire. Mini»-
Ur* do Plan, Direction de* Etude* de d*vclopp*mcni ; Amfnagrmeuidr I tjpare irotrirn : Strutture ft impluutaiion
du tertrue p&tic, by Yegnan Touré (1973); Reju/tati de Vertputte Tam-d wwune, 1971, op. cu.; and unpublished
Agora» 0o 1970 reported to lha Manpower Office. The estimate for Abidjan prepared by ihe Societc d Etudes
Ecooomigue* cl FinancMrcv is reproduced here for the take of confittene) with that organisation's national esti-
malo. It excludes market women from the estimate for trade, thus reducing the esumile of total employment in
trade (and that of employment of woman) in Abidjan by some 10-1S.OOU persons.

(Source : Joshi, Lubell and Mouly, 1976, 54)
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Appendix 11

Preportion o! material and labour costs in informal sector construction (three-
dweiing shack in a shanty town) in Abidjan. 1970

Comiw Fr. CFA Fenau«|M
Light construction materials 17sw 76.1
Carpenter 2500 109
Other labour (hired labour or

imputed value of own labour) 3000 130
Total

23000 100.0
Soares: Fidraflw.op.at, p. 137.

(Source: ILO, 1976, 74)
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Appendix 12

Number of Swril-Valt M trprliN and Worker* be Sector aeri Subsector: Accra. 1973 Server*

Firme «Kb
Fall-Time Firme
Wage alili Qaarr-Oalr Nrea Total Firme Full-Time caber Employee* i ancre Actively Engaged Total »urlrn
Empiotre* caber FiUab- Casual Per- Wage Em - Part- Apraci»- FmH-ntog Self-Employed Per
Sector, 10-2» 1-9 WuckeiV* Habed*- fijjg flj Ho. cenia»» blorece Time Ucee Family tahere E*tab.r Casualll No. cenine
Manufacturing
Clothing 30 *0 1.019 770 770 2.070 43.3 020 o 3.550 250 1.210 no 779 7.400 33.n
Furniture* 0 70 270 250 2« «10 0.0 240 120 480 80 379 280 40 1.610 7.2
Printing M 130 10 10 . 180 2.» 970 6 290 90 180 10 0 1.540 6.9
Melal 40 20 50 0 20 130 2.1 710 0 300 40 120 0 20 1.190 5.3
Dread 20 10 50 50 iU 290 4.7 550 40 0 40 80 50 1(0 920 4.1
Travel bags 40 10 10 0 20 90 1.5 070 0 90 30 50 10 20 870 3.9
Milling 0 140 110 20 9 270 4.4 220 0 40 190 100 20 0 540 24
Jewelry* 10 10 20 70 9 110 1.0 210 0 70 30 40 70 0 240 1.9
Other SO »0 130 Ta« 319 700 10.0 950 120 120 no 320 110 310 2.040 9.1
Repair*
*Hele 20 140 14n . 9 300 4.9 1.040 SO 2.040 180 400 0 0 3.710 19.5
.ectrtcal 0 30 n so 19 220 3.0 40 0 490 90 170 SO 10 830 3.
Shoe 0o 20 30 110 00 240 3.9 90 0 30 0 70 110 89 3*n 1.
Walch e 10 P 150 0 17» 2.0 40 0 20 o so 190 0 250 1.1
Other . 20 IPO 90 9 210 3.4 40 0 440 0 150 ion 9 7J0 3.1
Total manufar-
hiring .ml repair* 240 700 2.070 1.980 1.390 «. 100 100.0 9.590 400 7.930 1.04» 3.290 1.770 1.410 12.41»
Percentage 3.x 127 33.0 27.3 22.0 10P.0 — 28.5 1.0 35.4 4.9 14.7 7.9 9.3 inrt.r
Food, drink,
and lodging
Chop bare* 10 290 100 270 320 1.070 39.2 190 30 a 440 490 320 320 2.4 .n 3«.l
Local d-Inka*1 0 130 310 690 3*0 1.490 53.5 240 30 0 540 350 9*0 390 22" n.
Restaurants so o 0 0 0 -0 2.2 940 10 0 20 ro 0 0 1.02" 17.9
lintel* and
rest houses 20 50 10 0 0 80 2.9 580 30 0 so 90 0 0 730 11-2
Other* Y 0 10 50 . 80 2.2 0 0 0 30 10 50 c 80 1.4
Total food, drink,
and lodging 80 486 510 980 940 3.730 100.0 2.950 100 0 1.080 990 1.050 sto 8.530 loo.»
Percentage 29 179 I1B.7 35.9 34.8 100.0 - 40.8 1.5 0.0 18.2 15.2 18.1 10.4 100.0 -
Service#
Hairdressing 0 10 210 310 90 590 51.3 30 20 410 20 220 330 80 1.08n 2».9
Medical) 10 70 20 0 0 100 8.7 310 90 20 30 120 8 0 570 IS.1
Drafting,
surveying 1P 30 40 20 0 100 8.7 319 10 80 50 00 20 0 450 11*
Art 0 30 10 30 8 70 8.1 110 10 180 20 40 30 0 290 1«i.3
rhotngrnptiv 0 0 7P 70 0 140 12.2 0 0 irm 20 70 80 0 270 7.2
Other 30 90 30 30 0 150 13.0 780 110 10 0 90 40 0 1.010 29*
T'dnl servtrra so 200 380 480 80 1.150 100.0 1.43* 340 too 140 820 498 90 3.770 100.N
Percentage 4.3 17.4 33.0 40.0 5.8 100.0 — 37.7 9.4 21.2 3.7 17.2 12.2 1« 100.0 -
Halo*
Textllea 10 290 <0 40 20 390 8.3 - 10 0 0 280 310 40 10 1.450 li
Provisions 10 -0 Ee] 90 510 720 11.7 400 ‘0 0 110 130 90 510 1280 115
Other apenflc Items 0 230 140 420 299 1.050 17.0 «00 - 10 200 340 480 280 1.890 20.4
Assorted Item>» 0 190 190 940 8.010 4.MO 94.9 420 20 0 330 240 MO 3.010 4.890 5".4
Total sales 20 740 440 1.190 3.800 8,190 100.0 2,230 30 10 920 1.920 1.350 3.790 9.230 loo.0
Percentage 0.3 12.0 7.1 18.8 81.7 100.0 - >4.1 0.3 0.1 9.9 11.0 135 41.0 100.0 -
Grand total 390 1400 3,400 4.180 5,830 18,208 — 13.1M0 770 8.740 3.190 5.920 4.580 5.840 41,980 —
Percentage 2.4 139 31.0 88.4 38.9 100.0 - 30.7 1.1 20.3 7.5 14.1 10.9 14.1 100.0 -

*0ample eurver figures bare beta multiplied by tee.
‘ePart-time wage employee*, apprentice*, or family membera (whether paid nr unpnldi employed, but iui fell-time wage anrkera totber than family memberai.
eWall-er.tahllabml bueleeeaoe InvolvHgl a reasonable ammad of Investnrvnl in flx-d aaaeta. operated hv the newer alone

**""Caau*r refert to bnalneeeoa that have a signboard or ore clearly vtelhle, hut do ant bav* a regular elup and tnvnlvr nnlv limited capital inveatmetrt. It Inclialea
«ala* from amall kloaha (If actually open for buetnaaan wimu/arturta* and repair artlvine* In market Mails (capeclally clothingi; and buolneaaea nprra‘ed In people's Homer
forrad baking and firdfe smoking If a large oven In vi*M*; cfoddng. hairdressing, drink*, and other artlvllka if a signboard la present). Sales from tab ¢+ or marHrl alalia

and other actlvttla* Involving no building nr eapripmenl are sertwrtod.
sFurniture Includeo cwffb» making. Oewwlrv torluda* pnldomltbo and silversmith*.
*"Chop bora™ InelndM aellera of hetdiay and otlaar fends. If selling from a fined structure rather than Just from t table or by the wayside.
Local drinks” mwolata nf entaMlabmanl* priNctpnlty arlling afcpetnnhle. palm wine, or ptto.
1"Other" Incladen establishmenta selling hot Inrntagai nr brer, but not local drinks.
1Medical services Include private doctors’ wad mtdurtven’ dlatrs.

(Source Steel 1977 192-3)
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Appendix 13

IM tr of Sull-troli Enterprise* and Worfcar* by Sartor and M atttor: Abort. 1175 Survey

Ftram wttk
Fttfl-Tkm* Ftraw*
Wag* wittk Owaai-Only Finn* Total Firm* ruU-Tim* Other Employee* Owner* Actively Engaged Total W.irkrr*
Empiorasa («ber Eatab-  Carnal Ptr- Wag* Em- Part- Appren- Employing Sell-Employed Pri-
Sector 10-2* 1-f WicfctTi* Itohadb Coo ghoplc No. cental* ployee* Time tlcea Fatally Other* Estat»> Casual' No. rentagr
Menotactortng
Clothing a . t » 3 13 37.1 0 0 9 a 2 » 2 12 41.5
Bread 8 . i . 4 S M.3 0 0 0 2 1 0 4 7 13.2
Milling 0 2 . t 0 2 5.7 2 0 0 3 0 a 0 5 9.4
Keate wear»tog 0 . i 1 0 3 8.5 ] 0 a | ! 2 0 4 [
Furalturel . 8 i 1 0 2 5.7 0 0 i 0 1 1 0 3 5.7
Jewelry" . . i a 2 5.7 0 0 i 0 1 1 0 3 5.7
Repair*
Shoe 0 K t 2 S 14.3 0 0 i 0 1 2 t a 11.3
Hlackamttk 0 t . 2 a a 5.7 0 0 0 0 0 3.8
Vehicle 0 . . | 0 1 2.» 0 o] 0 0 0 1 o] i 1.9
Total mamilar- .
luring and repair* . S 7 it a 35 100.0 2 0 12 4 7 it a ) S3
Percentage 0.0 k.T Jo.0 Sl.4 21.» 180.0 - 3.8 0.0 22.4 11.3 13.2 34.0 15.1 inn.o "
Food, drink,
aad lodging’
Chop bare* 0 . £ i | 4 25.0 0 0 0 [¢] 2 1 1 " 17n
Local drink’'l 0 . 3 2 7 12 75.0 0 0 0 9 3 2 7 21 7o
Total fond, drink.
ami lodging 0 . s 3 S 14 100.0 0 s 0 1 5 3 8 31
Percentage 0.0 0.0 313 1S.a SO.0 100.0 - 0.0 0.0 0.0 44.4 IK. 1 97 25.8 —
Servicea
llalrdreaatng 0 - 0 2 0 2 44.7 0 0 0 0 0 | 0 2 o
Pboography 0 0 a t 0 1 33.3 a 0 0 0 0 1 0 1 33 3
T'r'al nervier-» 0 0 a 3 0 3 100.0 0 0 0 0 o 3 0 3 1%0.0
Percentage 0.0 8.0 0.0 loa.o 0.0 100.0 - c.o 0.0 0.0 0.0 0.0 100.0 0.0 100.0
Sfir'cP
Proviliinn* 0 a a 2 4 4 20.7 0 0 0 0 0 1 4 A [
«riarmarciitimi* r 8 2 0 0 4.9 0 0 0 2 2 0 0 4 o
ttiler apertile Item* 0 0 2 3 0 S 17.2 0 1 0 1 2 3 0 o
Assorted hem* 0 1 2 a 4 14 55.2 1 n 0 > 2 9 4 I« 51
. -tal a-len 0 1 a 14 8 29 100.0 1 | 0 5 6 14 8 35 oA
Percentage 0.0 34 217 44.3 27.4 100.0 - 29 2.9 0.0 14.3 17.1 0.0 Zi.9 I'm n
(irnnd total 0 3 a 3a 24 an - 3 1 12 24 18 3a 24 122 -
Percentage 0.4 3.4 217 41.8 2n.9 iPfl.O — 2.m 0.8 r.e 21.3 14.8 31.1 19.7 100.0 -

Part-lime emnluvera, mi~acaflraa, ar bally member* (whether paid or unpaid) employed, but n® full-lime write worker* otber than family member*).
~Well-ealaldlahed hntoeaae* Innlib | a rsaaoaaOle amount of Invr*4m«..l In flxen assets I* al op or anrkahed; whether In the .-aner or Ik' landlord), operated In the
owner alone.
r*Ca*u*r rrfrra |o tmatoeaaas (LM hay* a atfaboard or .re nearly vlalhla, tarf do not hava a regular ahop and Inrolve onlv limited capital Invealment. It inrhste*
aalea from email kI"*lui rtf art«ally tor haataaa#); manufacturing and repolr nrtlvll'?* In market atalle (.specially clothing); ami Inalnra-fea operated In people a Home»

dirt ad having amt r«di amnktog If a large oe*a is vlafbla; clothing. halrdreaalng. drink*, and olhe. artlville* If a algnJmard la prearnl». Sale* front table* nr m»r'~t attlla
and Other anlrl'lea Invidring no heUdCg wr ipityaiat ar* excluded.

“"Furniture Inrludea coffia making.
‘Jeweln inrludea goidamttke ami allyrranJtka.

" Farlurlloa a large etliNtahaeri oartsM* Ike rvatral lown of Aburl and not catering lo the local population, with oyer 30 wage rmptoreva ‘although fewer than in are
bilUullmel.

*"Chop hara" Inrludea «altera of kiidtay gad other food*, ir aelling from a fixed alrurtur* ralhar LUlan Ju-- from a laid* or bv I>* « ayaide.
“"lorai drink*" nmalata af eatahfMdmmafa principally aelling akjwteahle. palm wine, nr piln.

(Source: Steel* 1977 196-7)



Appendix 14

Firms *ith

Full-TIM *
Voice
Employee*
Sector In-2> 1-9
Manufacturing
Clothing 0 1
Furniture® n 1
Milling 0 T
Jewelry® o c
Kents weaving 0 2
{trend 0 n
fUhrr 1 1
Itepnirg
Vehicle 0 1
Fleetlirai 0 0
Blacksmith 0 0
nther 0 0
Total mammae-
Curing and repair* 1 n
Percentage P.t 5.3
Fond, drlek.
and lodging
Chop bars* 1 B
Laical drink»( 0 1
Other*1 0 0
Total food, drink,
and lodging 1 S
Percentage 0.9 9.0
Services
haird easing 0 0
Medical* 0 4
Other 0 1
Total services 0 5
Percertage 0.0 25.0
Sales
Provisions 0 0
Spare parts 0 2
Textile* 0 3
Pharmaceuticals (0] 0
other specific Kama o] 0
Assorted Items 0o 2
Total sales 0 7
Parceotage 0.0 5.7
Grand total 2 55
Percentage 0.4 7.0

212

Number of 5m*Il-Scale Enterprise* and Worker* by Sector and Subsector: Hu m » .

Firm*
with
‘thrr Fatah-
Worker**
36 32
in 10
1] 3
A It
1 2
0 0
s 4
It |
6 0
2 «
3 «
93 79
37.8 31.7
B t
« 53
1 2
18 59
16.2 53.2
4 6
0 1
1 3
5 10
25.0 50.0
0 3
1 2
1 0
2 t
4 11
i 46
16 61
13.0 53.7
132 ' 13
26.4 42.0

Owner-»mlr Firms

Casual

liahcd** (m» Mwp)c

— o oo

24.8

22

23
20.7

Ooooo

1

0

0

0

2

21
34
27.6
us
73.6

Total Firm*

Per-

Ho. ccntagc

109
23
20
23

IS
14

18

10

248
100.0

23
85

111
H00.0

to

20
100.0

14

5

4

6

17

7
123
100.0
500
100.0

44.3
9.3
4.1
8.1
2.0
8-1

8.S
2.4
3.3
4.1

100.0

20.T
76.6
2.1

100.0

»0.C
25.0
25.0
100.0

11.4
4.1
3.3

10.8

62.6
100.0

Full-Time

W att F.m-

ocw NN

o

24

o oo w

52
7-9

48
21.8

caber FTbl urces

Port-
Time

© 00 O R ~N O

o o oo

fl.B

w

o
® © ® oo o0or O

o

Brvon o

Appren-
Ucea

148
19

11

100
28
13

334
50.7

15

18
01.0

©ooooooo

w o
a
N

02.a

Family

MoooO~=T N W

o O O p

20
3.0

31
11

48
21.8

o o o o

8.4

1973 Sorter

»»»ni AcUvety Eagagcd

Employing Ittf-Eawloiid
cabera Eatsb-0 Casual”™
39 33 48
9 18 2
9 3 8
8 17 8
3 4 8
8 8 15
9 4 3
IS 1 8
8 8 8
2 1 8
3 7 1
101 85 81
15.3 12.9 9.3
18 8 1
18 53 22
1 2 -
30 81 23
14.2 28.9 10.9
4 6 0
4 0
2 3 0
10 10 0
17.2 17.2 0.0
V] 3 1
3 3
4 0 0
2 4
4 11 2
9 46 21
2? 67 34
13.6 41.4 21.0
163 223 MB
15.0 20.5 10.8

Total V-rfcer*

Prr-
Wo. ceraage
262 39.a
44 «.T
35 5.3
34 3.2
28 3.9
15 2.3
54 8.S
120 16.2
32 4.9
21 3.2
14 2.1
858 (00 n
iM.0 -
106 ic.2
90 4*.4
7 33
211 1IML.n
100.0 -
25 43.1
21 36.2
12 20.7
58 100.0
luo.'j -
14 8.6
11 6.8
10 6.2
8 4.9
23 14.2
96 59.3
162 100.0
100.0 —
1,090 —
100.0 -

*?arl-tlm « wxg* amploysoa. apprentices, or family membera (whether paid or unpaid) tmployed, but no full-timo wage workers lother than family meiuberai.
bWxU-vatabllahed businesses Involving a ranauiuHc amount if Inveatment in fixed asaeia (a ahop or wurkahed; whether by the owner or the landlord), operated by

the owner alone.

c"Caaual” referc to bualnreaca that have a signboard or art clearly vialbla, but do not have a regular shop or involve only limited capital Investment.

It include*

ealea from email kiosks (if actually open for bualaaMji manufacturing and repair actlvitios In marks! alalia (especially clolliingi, .m| buelnesaea operated in people’s

homes (bread baking and flab smoking If a large ovaa Is visible; clothing, hairdressing. dricjta.

market stalls and other activities involving no building or equipment ars excluded.
AFurniture Includes ooffin making.

*Jcwelry Includes goldsmiths and silversmiths.

f"Chop bar*” *»o-i»ut«e sellers of kenksy aad other fools.

~"fkher" Includes establishments selling hot bi.rerages or beer, but no! local drinks, plus a hotel.
*Medical ssrv'.je* Include private Jo-tors' and mulwives' clinics.

(Sou;ce: Steel

1977

194-5)

and oilier activities If a signboard is present).

If sailing from a fixed structure rather than lust from s table or by die wa/slde.
("Local drlid-i" consists of establishments principally sailing akpeleehls, palm wine, or pilo.

Seles from tables or
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Appendix 15

Shares of Small-Scale Businesses and Employment
in Population and Labor Force, 1973 Survey

Total Population Nonagricultural Workers
Aburi Nsawam Accra Aburi Nsawam Accra

1973 projection

(1,000) 9.1 27.5 752.0 1.6 7.6 275.9
Percentage in

small-scale

employment 1.3 4.0 5.6 7.5 14.4 15.2
Number of

6mall-scale

businesses per

100 persons 0.9 1.8 2.2 5.1 6.6 5.9

Indexes (Nsawam = 1.0)

Small-scale

emploj’ment 0.3 1.0 1.4 0.5 1.0 n
Small-scale

businesses 0.5 1.0 1.2 0.8 1.0 0.9

Note: Projections are based on the source, using the appropriate
1960-70 growth rate.

(Source: Steel, 1977, 73)



Appendix 16

Small-Scale Employment Shares by Detailed Category
and City Size, 1973 Survey

Percentage of Nonagri-
Employment cultural Employment Percertage of Total
Category Aburi Nsawam Accra Aburi Nsawam Accra

Self-employment
Self-employed,

casual 1.48 156 2.15 19.7 10.8 14.1
Self-employed,

established  2.35 294 1.65 311 20.5 10.9
Family

members 1.61 1.21  1.15 21.3 8.4 7.5
Nonwage

employment

Apprentices 0.74 471 3.17 9.8 32.8 20.8
Part-time

workers 0.06 0.12 0.28 0.8 0.8 1.8

Employers of
workers other
than full-
time, wage 1.11 1.74 1.28 14.8 12.1 8.4
Wage
employment
Employers of
«age workers OCC 0.41 0.87 0.0 2.6 5.7
Full-time, wage0.19 1.69 4.67 2.5 11.7 30.7
Total
employment 7.54 1437 15.22 100.0 100.0 100.0

Note: Nonagricultural employment has been projected to 1973,
U3ing 1960-70 growth rates, for comparison with survey data from
Aburi, Nsawam, and Accra.

(Source: Steel, 1977, 77)
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Appendix 17

Average Capital/Labcr Ratios by Size Group
(CI. 000 of assets per worker engaged)

Small-Scale Businesses

Wage Large-Scale Firms
Employment level and No Wage Employees Number of Workers
asset valuation Workers 1-9 10-29 30-99 > 100
At 1973 employment level
Original cost 0.5 1.4 3.8 3.0 6.6
Original cost adjusted
to 1973 prices® 0.7 2.1 8.4 8.5 19.3
Market value if sold
"as is" 0.6 1.7 4.1 - -
Replacement cost 0.9 4.1 7.1 — —

At full capacity employment
level original cost adjusted b b
to 1973 prices® 0.4 1.1 4.8 6.8 15.4°

Equivalent in Dollars (1,000)
At 1973 employment level

Original cost 0.4 1.3 3.8 4.3 9.3
Replacement cost 0.7 3.5 6.2 — —

Index (10-29 category = 100)

Original cost of capital
adjusted to 1973 prices®

1973 employment level 8 25 100 101 228
At full capacity employ-
ment »evel 9 23 100 141 319

inflated by the rise Inthe wholesale price index for machinery
and equipment since the median year of establishment.

~Assuming that output would be doubled at full capacity pro-
duction (Since capacity underutilization was estimated to be between
one-third and two-thirds) and that employment increases by 25 percent
when output doubles (based on Steel 1970).

Note: Figures in first three columns would be slightly higher if
workers were adjusted to their full-time equivalent: "Original cost”
would be 0.9, 1.8, and 4.1, respectively (no change in last two
columns).

(Source: Steel, 1977, 98)
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Appendix 18

Capital/l.nhor Ratio* by Firm Sire and Industry: Original Purchase Cost of Asaeta per Worker
(C1.000 per wrier)

1073 Accra Manufacturing Surrey »*«etrlal a«»ttlc>
Percentage No Wage Wage Employees Employees
Average of Col. 8 Workers 1-9 10-29 30-99 > 100 Average
ISIC Code and Industry il " P) (@ (5) ® @ fl)
3113-17 Mllltag. baking
Per FTE worker” 2.2 30 1.2 1.8 5.8 15 10.6 7.6
Per all workers 1.4 19 05 0.7 5.7 15 10.6 7.3
At full capacity” 1.1 14 O.t 0.4 4.3
Percent decrease 23 — 28 45 19 _
322-23 Clothing, travel baga
Per FTE worker 3.0 104 - r.g 4.8 3.2 2.0 2.9
Per all workers 2.8 96 - C.7 4.4 3.2 2.0 2.9
At toll capacity 1.2 47 0.3 22 _ _
Perrctv decrease 51 — _ 50 52
332 Furniture
Per FTE worker 0.2 1 0.4 0.2 — 2.9 0.7 2.3
Per all workers 0.2 7 0.2 0.2 _ 2.9 0.7 23
At toil capacity 0.1 3 0.0 0.1 _ — —
Percent decrease S5 - 82 43 — -
342 Printing
Per FT K worker 4.1 103 1.1 4.5 4.5 2.7 6.0 4.0
Per all sorkcre 3.3 83 0.5 3.4 4.1 2.7 6.0 4.0
At full rapacity 1.8 41 0.3 1.9 2.3 — —
Percent decrease 43 40 45 a4 _ _ _
352 Paints, chemicals
Fer FTF worker 4.0 113 - — 4.0 2.9 6.8 3.5
Per ill workers 3.6 103 - _ 3.6 2.9 6.8 3.5
At full capacity 1.5 43 - 15 _ _
Percent decrease 23 - 59
339 Cement pnxhirts
Per KTF. worker 1.1 £9 0.6 1.7 - 1.6 3.0 1.9
Prr all workers 0.9 48 0.3 1,6 - 1.3 3.0 1.9
At toll capacity 0.4 22 0.1 0.7 - - — —
Percent decrease 55 — 62 54 — — —
381-82 Metal products
Per FTF. worker 2.6 93 — 2.7 2.5 14 4.1 2.8
Per nil workers 2.2 78 — 1.7 2.3 14 4.1 2.8
At toll capacity 1.2 45 — 0.3 15 - — —
Fcrcent decrease 42 — — 83 34 — — —
391 Jewelry, miscellaneous
Per FTE worker 3.8 228 — — 3.8 1.7 — 1.7
Per all workers 3.4 203 — — 3.4 17 — 1.7
At toll r.apnrity 1.9 no — — 1.9 — —
Percent decrease 46 - - — 46 — — —
Total, these Industries
Per FTE worker 2.5 79 0.9 1.8 4.1 3.5 4.7C 3.2
Per all workers 2.1 66 0.6 1.4 3.9 2.5 4.7e 3.2
At full capacity 1.2 37 0.3 0.7 2.2 — — —
Percent decrease 44 — 36 48 43 —
Market value of asaete
per all workers 2.3 - 0.6 1.7 4.1 — — .
Total, all Industries - — —_ — — 3.0 6.6 5.0
Percentage Increase — - — — - 20 41 57
Median year of establishment 1969 - 1969 1969 1967 1964 1963d 1963
Number of firms
These Industries 50 - 9 23 18 30 12 42
39 44 83

All Industries - — — _ _

Kota: Aaaata *ra buildings. machinery, equipment, and vehicles (if any).

«'TTE" la "foli-tline equivalent,” calculated for the 1973 manufacturing survey by counting apprentice», part-time workers, and
family members as half a worker, on the assumption that thalr labor contribution la leaa than that of a toll-time wage employee. Working
owners also are counted as hilf a worker, since part of their effort la entrepreneurial. For the Industrial statistics, FTE workers do
not Include unpaid family workers.

""Full rapacity” une* estimated employment if production were not constrained by raw material or demand Inadctpiac lea (with
existing assets, at current priera).

CThe ratio la 4.5 for flrmn with Irtd-499 worker.». 5.3 for those with 500 or more.

('Median year of eetnbllahment la 1D64 for flrmn with 100-499 workers, 1952 for those with 300 or more.

Source: Columns 3 through fl from Ohaiw, Industrial Statistics, worksheets ( aes page 89 for explanation).



217

Appendix 19

Value Added and Gross Output per Worker by Fins Size aad Industry
(C1.000 per aonum per FTE worker3)

1973 Accra Manufacturing Survey Industrial Statistics
Percentage No Wage Wage Ei«ployoca Employees
Average of Col. 8 W orkers 1-9 10-29 30-99 > 100 Average
[SIC Code and Industry L . ©®) @___ P) f6) " (7) ®)
3116-17 MWH»*, baking
Value added 3.0 24 - — 3.0 13.1 11.6 12.3
Gross output 2.3 8 0.8 1.8 6.8 19.0 40.0 29.5
At full capacity*7 4.3 15 1.3 3.7 8.7 — - —
322-23 Clothing, travel bogs
Value added 1.0 58 — 0.4 1.7 1.5 3.0 1.8
Gross output 2.3 58 — 0.8 3.3 3.8 5.3 4.0
At full capacity 5.3 132 — 1.4 8.4 — — —
332 Furniture
Value added 0.3 19 — 0.3 - 0.6 3.5 1.4
Gross output 0.7 I » 0.7 0.7 — 3.2 6.7 4.2
At full capacity 3.3 79 2.2 3.5 — — — —
342 Printing
Value added 2.4 115 0.6 2.1 4.6 1.2 1.6 1.5
Gross output 4.9 148 1.2 4.9 6.2 2.7 3.8 3.3
At fall capacity 16.1 448 2.1 18.8 12.7 — — -
352 Paints, chemicals
Value added 5.1 160 — — 5.1 2.8 6.7 3.2
Gross output 14.2 138 — — 14.2 8.9 23.4 10.5
At fall capacity 22.7 216 — - 22.7 - — -
369 Cement products
Value added 1.3 179 1.3 — — 0.7 0.7 0.7
Gross output 3.0 111 4.3 6.6 — 2.6 2.6 2.6
At fall capacity 9.7 359 12.9 3.5 - - - -
381-82 Metal products
Value added 3.3 1*7 — 3.3 4.6 2.1 4.2 3.1
Gross output 7.9 n - 4.8 11 5.6 13.2 9.2
At full capacity 13.» 151 — 13.3 14.0 — — —
390 Jewelry, miscellaneous
Value added 1.4 127 — 9.9 1.6 1.1 — 1.1
Gross output 3.4 149 — 3.4 3.4 2.2 — 2.3
At full capacity 4.7 2*4 — 4.8 4.6 — — —
Total, these Industries
Value added 2.1 77 1.0 1.5 3.0 2.1 4.4 2.8
Gross output 3.5 49 1.5 2.4 6.4 5.2 12.8 7.2
At fall capacity Ly 121 4.9 8.1 11.3 — —
Per all workers
Value added 1.8 66 0.5 12 2.8 2.0 4.4 2.7
Gross output 3.0 42 0.7 1.9 6.0 5.1 12.2 7.1
Number of firms
Value added 44 — 3 22 19 42 16 60
Gross output M - 1 35 20 45 16 *3
Total, all industries
Value added - - - - - 2.1 6.3 4.3
Gross output _ _ 6.3 14.4 10.3

*"FYE" |a "full-time equivale*.n rolrolatad fur Um 1973 manufacturing survey by counting an»re*Iree. part-time workers,
and family members as half a worker, on the asseniptkm that their labor rootrib*lon is lees than that of a hail-lime wage employee.
Workli* owners also are ".muted as hntf a worker, etwee port of their effort is eatrepresen» lai. For the leahmtrtal * atletica.

FTE workers do not lachuts aapoM fumile workers.

*>"Full caporHy" neea «wihimuted aiepl lymawl If predarti* vers sot roustrained by raw mrtertal and demand inadapiarles
(with existing nooets. at curre* priesa».

Source: Cobiurne « tkro*d» ¢ frym Ghana. IwdostrbU «Mtletice. worksheets (ose p p 00 for anptanrtoui.

(Source: Steel 1977, 200-9)
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Appendix 20
Median and Minimum Manufacturing Wages fay Size Group

Small-Scale Businesses Medium and
Wage Large-Scale”

No Wage Employees
Workers3 1-9 10-29 > 10 Workers

Median monthly wage (£) 20.80  33.02 37.70 38.58
Percentage of employees

below minimum wagec 75 20 7 1
Percentage of employees

below minimum + 10n 75 20 17 12

~Figures refer to 16 apprentice, part-time, or family workers
engaged in seven establishments.

tyThe 1971 median has been raised by the growth rate over the
preceding two years to approximate the 1973 figure- The actual 1973
median is probably higher, as a result of the 33 percent rise in the
minimum wage in 1972,

cThe minimum daily wage was equivalent to £ 19.50 per month
in 1971, £26.00 in 1972-73, and £52.00 after July 1974 (on the basis
of 26 working days per month).

Source: Small-scale businesses data from 1973 Accra manufac-
turing survey; data for medium- and large-scale firms from Ghana,
Labour Statistics. 1971.

(Source: Steel 1977 101)
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Appendix 21

Utilization of Productive and Employment Capacities
(percentage)

1973 Accra Manufacturing Survey
Wage 1971
No Wage Employees Industrial
Workers 1-9 10-29 Average Statistics
m @ @ @ ©)
Current output as
percent of maximum

a. With present workers 36 45 62 49 69
b. If no demand/
materials constraints 21 31 44 34 33a

Current employment as
percent of maximum
a. If no demand/

materials constraints 54 58 65 60 -
b. If loans available for
. expansion 43 52 59 53 —

Employmczt/output
expansion ratio
if no constraints*5 .20 .33 42 .34 .25

""Based on three-shift maximum capacity, assuming no loss in
productivity on the third shift. This is likely to underestimate utili-
zation with respect to the optimum long-run production level. An
average of lines la and Ib, or about 50 percent, may be taken as an
approximation of the true utilization.

~Average percentage increase in employment (from line 2a)
divided by average percentage increase in output (from line Ib) if there
are no demand/materials constraints, based on manufacturing firms
actually reporting.

(Source: Steel, 1977 95; originally in Steel 1970)
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Sources of Finance for Small Manufacturing Businesses
in Accra, 1973 Survey
(percentage of firms in each size category)

No Wage
Source of Finance Workers
Personal savings or relatives'
mooeya 91.7
Derived in part from
cocoa farms 16.7
Personal savings only 41.7
Personal savings plus some
other source 25.0
Bank loans3 8.3
Number of respondents 12

Wage
Employees
1-9  10-29

96.9 80.9
19.4 10.0
78.1 28.6
9.4 42.9
3.1 23.8
32 21

All Firms
Surveyed

90.8

15.9b
55.4

23.0
10.8
65

~ata on savings and loans add up to more than 100 percent
where some firms used both bank loans and personal or relatives’

financing.

~An additional 14.3 percent have relatives who own cocoa farms

but did not assist in finan< ing the business.

Source: 1973 Accra manufacturing survey.

The higher increase for the group employing 1-9 wage workers
results parti)' from three observations that are more than 20 years
old, whereas no other observations are more than 14 years old.

(Source: Steel 1977, 93)
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Imported Share of Haw Materials and Spare Parts

for Small-Scale Manufacturing: Accra. 1973 Survey
(average percentage share for firms in each Industiy)

1S1C Code and Industry Raw Materials  Spare Parts
3116-17 Milling, baking 11.4* 94.2
322-23 Clothing, travel bags 61.9 89.3
332 Furniture 42.4 100.0
342 Printing 99.9 89.2
352 Paints, chemical products 75.0 95.0
369 Cement products 0.<r 50.0
381-82 Metal products 57.4 99.0
390 Jewelry, miscellaneous 98.5 99.3
Total, all industries 60.7 91.1

imported wheat is milled in Ghana to produce flour for baking.

~Cement for block making is purchased from a factory in Ghana
that grinds imported clinker into cement. Hence, the true import
content is quite high.

Source: 1973 Accra manufacturing survey.

(Source: Steel, 1977, 128)

Appendix 24

Sources of Supply of Raw Materials and Sparc Parts

for Small-Scale Manufacturing: Accra, 1973 Survey
(percentage of firms in each size category)

_ Imported Large Other  Middlemen.
Slze_Category Local Directly Trading Importing Bought in
of Firm Producer by Firm Firma Firm~ Market

Raw Materials

Primary source
< 10 workers 125 3.1 18.9 31.3 34.4
10-29 workers 18.2 54.5 13.6 13.6 0.0
Primary plus
secondary source
< 10 workers 21.9 3.1 31.3 46.9 53.1
10-29 workers 50.0 63.6 18.2 22.7 27.3

Spare Parts
Primary source

< 10 workers 7.7 2.6 25.6 56.4 7.7
10-29 workers 0.0 63.2 0.0 36.8 0.0
Primary phis
secondary source
< 10 workers 17.9 2.6 33.3 56.4 12.8
16-29 workers 15.8 G3.2 0.0 42.1 5.3

aGhana National Trading Corporation, United Africa Company,
and Union Trading Company.
~ncluding large-scale manufacturers in the same industry.
Source: 1973 Accra manufacturing survey.
(Source: Steel, 1977, 129)
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Appendix 25

OicUibutico ot enterprises by capital
Cl>« cent)

I1SIC code Activity Fixed capital in cedis* (original pvrekase waive)

1-50 51-100 101-250 251-60C 601-loco looo Total

9513 Kotor repair

and eaictenance 0.3 0.0 6.0 20.4 23.0 «1.9 1ro.c
3813, 3019 Betalvorking 0.3 0.0 10.0 10.0 30.0 50.0 1C0.0
3011 Blacksaithing 0.3 0.0 11.1 22.2 11.1 55.5 1C0.0
3311 Carpettry 0.3 5.9 50.0 32.4 5.9 5.9 1C0.0
3220 Tailoring/

sea«stressing 2.9 2.0 19.6 42.3 21.1 1.« 100.0
3319 hocdearving 0.3 19.3 14.3 14.3 14.3 «2.9 100.0
3320 Cane weaving 4a. 4 0.0 an. 4 11.3 0.0 0.0 1CC.0
321® Carpets/

dcot «ats 100. 3 0.0 0.0 0.C 0.0 0.0 100.0
3233, 3240 Footwea r/

leatnerware 30.4 29.0 24.5 0.6 4.3 2.9 loc.o
ill activities 10.7 0.4 20.5 24.0 15.1 20.5 100.0

= 1 cedi = USJO.07.

(Source: Sethuraman, 1981, 95)
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Employment by Branch of Activity

Branch of
activity

Tailoring
Trading
Laundry
Carpentry

Prick
making

Embroidery

Cloth
washing

Bi cycle
repai ring

Sewing
Bakery
Butchery

/.nir.al
feeding

Barb ering
Grinding
Photography
Blacksmithing
Shoemaking

Shoe -
shining
Kni tting
Dry clean-
ing
Mechanics
Driving
Fishing
Porter
services
Nail

Watch
repairing

cutting

(Source:

Establishments

Number
Q) @
1,132 17-0
3,963 59.4
17 0.3
107 1.6
21
24 / 0.4
67 1.0
122 1.3
12
22
22 0.5
e 0.1
71 1.0
71 1.0
78 1.1
13 2
157 2.4
65 0.9
118 1.8
36 0.5
112 1.7
14 0.2
1 0.01
3 0.05
11 0.2
22 0.3

IO, 1977, 129)

Percent Number

@)

1,846
4,935
29
231

80
66

82

153
25
107
49

13
96
88
148
27
233

65
162

47
283
24

11

28

Workers

Per cent

Q)

11.7
31.2
0.2
1.5

0.5
0.4

0.5

0.9
0.2
0.7
0.3

0.08
0.6
0.6
0.9
0.2
1.5

0.4
1.0

0.3
1.8
0.2
0.03

0.02
0.07

0.2

Ratio of
workers to
enl

Col.

(9)

1.63
1.25
1.71
2.16

3.31
2.75

1.25
2.1

4._.86
1.53

1.63
1.4
1.24
1.9
2.1
1.5

1.0
1.4

1.3
2.52
1.71
4.0

1.3



Appendix 21
Distribution of Enterprises by Initial Capital Investment
and by Type of Enterprise

Source: Field Survey, 1976.
(Source: 1LO, 1977, 60)
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Percentage Distribution of Particlpanta in Informal
Sector Enterprise Classified by Major Categories of

Activity

Major Category Percentage Estimated Number

of Activity Distribution of Participaula

of Participants

Trade A Commerce 52.09 17,913
Manufacturing and

Processing 14.14 4,862
Services 23.80 8,184
Transport 6.19 2,i 28
Agriculture and Fishing 2.57 883
Construction 121 420
All Categories of Activity 100.00 34,390

(Source: The Marga Institute, 1979, 29)

Appendix 29

Percentage Distribution by Operational Size of Informal

Sector Enterprises Classified by Major Categories

Major Categories

One Two Three
Member Member Member Member

Trade A Commerce 49.36 1.63 1.24
Manufacturing A Processing 7.14 1.60 114
Services 18.62 1.50 1.23
Transport 7.39 0.18 0.22
Agriculture A Fishing 188 03.3 0.39
Construction 0.90 0.45 0.06
All Categories 85.29 569 4.29

(Source: The Marga Institute, 1979, 30)

Fonr

080
0 62
057

0.16

215

Operational Size of Units

Five
Member

0.64

0.33

0.08

1.05

Six/More
Member

0.56
041
0 58

1.53
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Appendix 30

Percentage Distribution of Infermal Sector participants and
Urban Employed Population classified by a(;c and sea

Age Group Informal Sector Uiban employed
participants population
Male Female Male Female
10-19 8.25 0 64 716 1.49
20—29 27.96 1.13 27.75 429
30—39 21.84 1.75 21 86 3.59
40—49 15.57 4 63 16.85 240
50-59 9.34 1.78 9.67 AL
60 & above 5.40 171 3.37 045
All ages 88.37 11.64 86.66 13.34

Source: Census 1971

(Source: The Marga Institute, 1979, 85)

Appendix 31

Percentage Distribution of Participants’ Daily
Earnings Classified by Sex

Daily earnings Percentage
(Rs) Males Females
0- 9 22.46 1.90
10 - 19 23.67 3.09
20 - 29 12.04 1.95
30 - 39 6.27 1.06
40 - 49 2.85 .79
30-100 11.64 2.19
100 - 250 6.12 .50
250 - 500 181 A5
Over 500 1.50 —

Total 88.36 11.64

(Source:The Marga Institute, 1979, 35)
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II_ftttIfeQPItUB of enterprises br site of
filed C*Ptt%6l owned

Fired capital muaocer of Per cent
oeaed per eaterprise enterprises
(pesos)
Voae 622 25.3
Less than 50C 539 2T.1
500 - 999 239 12.0
1 000 - 1 999 2)0 9.0
2 000 - « 999 344 13.6
5 000 - 9 999 225 9.0
10 000 - la 559 75 3.0
15 000 and above 139 7.5
111 2 492 100.0

(Source: Sethuraman, 1981, 133)

Appendix 33

filaci
cartlaLi-fcx.
Investment of 1 Billion pesos
Sise of enterprise Employsent Taloe added
(persons) (aillion pesos)
() Basil™ infrraal aacufacturing
sector (<10 perxcns) = survey 1976 *91 2.68
() Organised aanufactoring in the
Philippines, 1970*
5-19 225 0.96
20-45 112 0.98
50-95 95 1.24
100 - 199 65 1.25
200 - 495 47 1.18
500+ 59 1.11
5+ 7C 1.13
(© Greater 9anila aeall-acale and
aedlaa industry survey, 1972* 190 1.01

- Baaed on the flanila Informal Sector Sarvey, 1976.
Employment ard value added resulting fros an investment of 1 million
peso» in fixed capital excluding land and buildings* False added
iacladee depreciation.

* Source: Derived froa ILO: Sharing in development; a
PTpgraaee of eiplovaert. equity and growth for the_ Pbi.ljPBILti
(Geaeva, 197*) , Table 126, p. S3).

* Scarce: ibid., p. 5%4.

(Source: Sethuraman, 1981, 125)
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ADoendix 34

Differential participation rates cf employed population in Informal sector
activities and informs! sector employment by sex and migrant status In
Greater Sdo Paulo. 1770 (using sector criterion)

(percentage)

Migrant statur Panidpatiou rates of Informal sector

employed population employ mem

in informal sector

activities

Male Female m=7s FcauH
Non-migrants 21 422 61.2 szs
Migrants, residence 6-10 years 545 53.7 12.7 144
Migrants, residence 2-5 years 34.6 59.1 *7 n.z
Migrants, residence less than 2 years 379 65.2 1?4 2.4

Total 3.1 48.9 100.0

Source: 1BGE: Censo demografico, 1970. spedai ubulatioos prepared to. SERFHAU.

(Source: Schaefer, 1976, 69)

Appendix 35

Differential participation rates of employed population in informal sector
activities and informal sector employment by migrant status in Greater Sio
Paulo. 1970 (using minimum wage criterion ’)

(percentage)
Migrant status Participation rates of Informal sector
employed population  employment
in informal sector
activities
Non-migrants 28.6 55.3
Migrants, residence 6-10 years 36.7 13.6
Migrants, residence 2-5 years 41.9 10.4
Migrants, residence less than 2 years 51.0 20.5
Total 34.6 100.1

1Persons earninf less than Cr.t 200.
Source: IBOE: Cento dtmogrd/lco, 1970, special tabulations prepared for SERFHAU.

(Source: Schaefer, 1976, 69)
Appendix 36

Differential participation rates of employed populotion In Informal activities
and Informal sector employment by sex and migrant status in Greater SAo
Paulo, 1970 (using minimum wage criterion)

(percentage)

Migrant status Participation rales of Informal sector

employed population employment

in informal accior

activities

Male Female Male Fonala
Non-migrants 20.8 47.1 55.1 55.5
Migrants, residence 6-10 years 26.4 59.5 13.4 143
Migrants, residence 2-5 years 30.2 65.9 10.0 11.0
Migrants, residence less than 2 years 39.4 73.3 215 19.2

Total 24.8 54.1 100.0 700.0

Source : IdGE: Censo demografico, 1970, apcdal tabulations prepared for SERFHAU.

(Source: Schaefer, 1976, 70)



Appendix 37

K u m raquocT op households which corsuke ihfoimal
sonnets. IT PARTY RESTOSSIILE FOR THE SERVICE AID BY
TYPt OP SOnriCt—SALVADIR, APRIL 1978

(ptrCMtipi Of nobtr Of IOfOTMBt households)

Party responsible for the service

Typ« of
Informal Foraal Informal ‘leafcer of
s«rricas lector sector  Other household Total
Scissor sharpcalag - 100 - - 100.C
Snastrmctloe k.9 80.5 - 1k.6 100.G
srpsntry - 100.0 - - 100.0
M alil - 100.0 - - 100.0
M irilla repair 3k.e 63.8 - I.fc 100.0
O tcA lli repair 35.0 60.0 5.0 R 100.0
tea repair 5-9 88.2 R 5.9 100.0
telo r_ni record player
repair 39.1 56-5 k.3 - 100.0
Platlii repair - 100.0 - . 100.0
Electricity 20.0 60.0 - 20.0 100.0
hel«]|lii( sowers sad
drains - 85.7 - k.3 100.0
nasalth - 100 - * 1.0
neaalof - 100 - - 1m0
Platine . 50.0 . O 1000
Serviras of personal
Crooaloc 15.2 72.7 - 21 1m0
XW ri 20.0 8.0 . * 1®O

SOURCE: Rtittrcb from 1JIPS.
(Source: Cavalcanti, 1981, 149)
Appendix 38

CKRTRCtRTISLICS OF SIRII FiCR* ID trade
and RRIRCttd SRrvicRS, Bogota, 1970

jeetor* Rneber of Runber of workers Rorkers
establish- _ per estsb-
sents Bes Honan Total lisheent
Retail trade 29 665 27 560 23 025 50 565 1.7
Restaurants
snd hotels 6 675 5 625 9 370 1* 791> 2.3
Repairs sad per-
sonal services 7 615 10 660 2 670 13 130 1.8
All three sectors «3 575 63 625 36 065 78 690 1.8
Soarce: DARE: Censo econosico 1970, special tabulations

(Bogota, August 1973). All statistics shown are grossed
ap on the basis of a 20 per cent sanple.

(Source: Lubell and McCallum, 1978, 101)
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Appendix 39

Distribution of workors by typ« of production
«ait and typo of occupation, Bogota, 197a (par cant)

Typa of produc-

X. tioa aait Singla Paaily Snail Largar Total Total
Hotkat units and units (@) (auabar)1
Typa of X . units nadiun
occupation units

Libatal pcofassioaa,
tacbaicians and ta-

latad occupations 2.6 21.3 9.3 9.7 (G2 659)
Banagars, adaiaistra-

tors and financiars 12.4 7.3 3.3 6.7 @6 372)
Offica uotkacs 1.0 7.1 22.1 35.4 17.7 (=« 089)
Ovnar-vondors 35.6 18.0 1.0 0.6 11.3 61 345)
Enployad vendors 4.0 8.4 8.4 3.0 6.4 34 744)
Travailing salasnan 1.0 0.3 1.3 0.4 0.8 4 343
Otkar vandors 2.6 0.2 - - 0.5 Q79
Occupations ralatad *

to working tba land 2.9 1.4 0.6 @ 343)
Drivacs 1.9 8.8 0.3 2.2 3.5 (19 001)
irtisans and opacators 36.1 34.7 29.2 32.8 32.7 (177 519)
Parsooal sarvica

vorkars 14.5 5.9 9.2 13.0 9.9 (B3 744)
Total 100.0 100.0 100.0 ¢00.0 100.0
Total (nnnbar)* (76 119) (162 701) (168 113) (133 940) (542 873)
Parcantaga of rasponsa 85.4 94.3 88.0 87.7 86.1

“Inflated to amtiaatcd Bogota total.

(Source: Lubell and McCallun», 1978, 91)

Appendix 40

kr «natili
Occipitia lafarsal Osasi-forasi Total
aactar aactar
Profasalocal 51 3.%) «9( 2.0)
51 ( 3.1) - 52( 2.1)
Clorleal aaS ralataS - 14 ( 1.3) 14( 0.4)
mockiag peajciacsra
(trasa) 145 (la. 7) S0S (10.5) 570(23.1)
Salas >orl*rj 77 ( 4.V) lia(10.1) 211( a.4)
~ockicf
(kotal) U ¢ X.I) 27 ( 2.0) *0 ( 1.4)
Balls, ate. 439(14.5) - -09(14.7)
Barbara,
bsaatleJaaa, ate. *5( «.0) 3>( 2.1) 73C 1.0)
Taliorlag 119(10.5) 31 ( 2.3) 1*9( 4.1)
-aol ak ralatseé
aaaafactarlaf 1(..) 3*( 2.4) J5(C 1.4)
matal aarkora 14 ( 2.7) 34 ( 1.5)
Pittare 4(C..) 5« ( *.1) 4C(C 2.»)
tlaetelclaaa, ate. 1(==) 33(C 1.7) 29( 1.2)
Pi labors, ate. 3f..) 54( a.i) 41 ( 2.5)
Palitara 131 1.4) -*( 3.5) **1 2.4)
ericklapara as4 stbar
caastractlaa aarkars 54( a.i) 155(11.7) 209( B.5)
Transport afilpaart
oporstsca - 41 ( *.4) 41 ( 2.5)
Otkar sccspatlaas 222(19.0) 121 ( 9.3) 325(13.3)

1 114(103.0) 1 127 110C.0) 2 «*4(100.0)

tot*: Pifarsa Ix )*r«tk«Mi ara asrcaataaaa.

(Source: Sethuraman, 1981, 148)
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PistrilbaUcp fff ot
bT ipcoi» 1***1 «*» fp*r CtBkl

I»c m « ikaadtaOD of w »h wr Mittl
Lob Ml Ult  Tota
uda*c tee mi-< coo e 000«

I. fIln-unMt wtttn aitkaat tiiri ltatlta

Ikfontl
1BD lo.t 11.1 0.7 100.0
aoaac 97.0 1.9 0.3 100.0
Qaui-fcrml
-am 2).7 M.t 19.9 100.0
~o0aac 2a.0 <B. 1 24.0 100.0
-Btk
aaa 37.0 .e.2 la.a 100.0
Doatc -5.0 1Cc.1 a.9 100.0
IX. Ufa Bj MtunlIMi >1tk flitl locatlBB
XaforBal
«DC 130.3 . - 1C0.0
108Bt 100.0 * 9 10c.0
Qaaal-fcraal
uBB - 45.7 3D.) 1CC.0
comc - “a.S 11.5 10C.C
Btk
*BK 23.1 s0.s 24.% 1C0.C
-osar 55.9 39.0 5.1 100.0

(Source: Sethuraman, 1981, 154)

Appendix 42

BImlfeRIIEP of eaterprUee br tctloltT
bosiregs (Per centy

1B ml rats- Coaatrac- :ri<B Spbivlcbb* Ctkar* To»al
kaaiaaaa lictar- tioe

(yaars) lay

cat-acceaat irttmi tltkoat find locatloa

~adar 1 1C.0 3.a 13.5 a.2 1C.9 4.*
1- 2 D.a 7.9 _-.0 10.9 11.7 a.9
2- 5 21. - 5.2 KS.a 14.5 20.a 15.7
5-10 11.4 20.3 2a.7  25.1 29.3 22.a
10* 50.2 43.1 al.a a).2 27.7 4.2
«1 lc.Cc 1co.c 130.0 100.0 ico.o  looc
(111) <2901 I"") <7131 <1371 < 7951
MUHiitiwti 1» fl«Bi location
eadar 1 - a.a 1.7 7.1 3.9
1- 2 1.a - 9.3 1.7 la.! 7.5
2- 5 13.a .- 2a.5 14.1 -2.a 22.4
5-10 .9 1.0 27.7 21.2 21.a 2C.2
10* 5.9 - 1.1 59.3 ia.3 -9.1
in jec XCo.C 107.0 100.0 10C.0  100.0
<30 @ <ia7i <1*1 <5*91

- Uatiatm, m 1 «tit« aad talatad nrtlaM ara lacladad
aadar a*lki* cataj»ry «kick alao laclsdas primary actialtlas
~ad traiapart.

latBi Myaraa Id par*alfc*B«*ladieata tka aaakar ml aaalla
Baits.

(Source: Sethuraman 1981 155)
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Appendix 43
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Appendix 44
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Production Characteristics of Buddars Hardware. Sri Lanka. 1973

BuBdm| No. of Employment (direct)
No. Sector . : m Rs. 1 M prodactio*
Materials establishmeat (no. of persons’)
1 m il Kik Bran 19 140
2 modem medium Bran « 170
3 modem industrial  Bran, steel 1 100
(Source: Ganesan, 1981,

Appendix 46

Capital exacts
per worker
(m.v.)
Its.
1.400

4.400

25.000

Machinery and tools
per worker
(m-v.)

Rs.

700

2.200

20.000

Capital
output ratio
<«V,)

0.2
0os

2.8

PRODUCTION CHARACTERISTICS OF DIFFERENT ROOFING MATERIALS IN SRI LANKA. 1973

No. Sector
1 traditional
2 modem-

medium
seek
3 modem-
induitriel
4 modern-
industrial
5 modem-
indurtriad

m.v. - market value.

(Source:

Ganesan

Total Capital
employ, in sorts
Building No. of Rs. 1M P«
meterial «tabs production worker
No. of (m.v.)
persons Rs.
country tik* 4 960 300
fiet tiler 5 220 6400
flit tiki 1 220 11000
(6 fac-
tories)
asbestos- 2 23 12000
orment
products
G.l. sheets 1 7 12000
1981  26)

Machinery
end tools
per worker
(m-v.)
Rs.

2300

5700

5100

n.a.

. r oretgn
Capital
output exchange
. content
ratio in output
(m.v.) p
%
0.5 0
0.9 10
15 10
0.2 41
06 R2

Capacity
utiluafmn

63

65

6k

n.a
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Foreign Exchange Requirements in Production of Building Materials, Sri Lanka, 173

Building material

Cement”

Cement products
Steel products
Timber

Bricks

TUes

Aggregate

Sand

Earth, clay, etc.
Lime

Asbestos cement products
Special steel fixtures
Paint, varnish, etc.
Hardware
Sanitary-ware
Sanitary pipes
Electrical fittings
Cadjan

Foreign exchange cost as % value of
output at ex-factory price

Raw
materials

w
CoooQ oOOoOwWoom
D
—

w

60
32
13
37
46

0

Energy”

-

COO0OO RNONNOW

OpRppr hho!

Mostly furnace ofl and resources for generation of electricity locally.

Assumed to he three percent of replacement value of machinery and tools which is considered essential for purchase of spare parts and
to meet at least part of depreciation cost of imported machinery.
Adding foreign exchange required in other materials, transport, and plant and equipment, total requirement in 1973 for all construction
was approximately Rs. 200 M.; together with other requirements, final requirement of foreign exchange was about 10% of gross foreign
exchange earnings of 3ri Lanka in 1973. This figure (10%) does not include foreign resources required for new investment in the building
materials sector. The percentage is probably much higher today.

Crude estimate after oil price increases in 1973 and 1974. The largest component Is from import of furnace oil: Import of gypsum and

paper for cement hags also included under ‘faw materials'.

This figure is also much higher today.

Mostly blasting powder.
Wholly imported.

Note:

Discrepancies due to rounding.

Maintenance,,.
(¢ depredation)*'

1L OOONNORLNOO®

OB N R

Total
foreign
exchange
cnsi(J
Total Re. l(vl)
24 20
S7<86 32
3 3
0 0
10 1
12 3
0 0
0 0
0 0
41,,. 13
100<7> IS
61 4
38 12
19 1
43 4
Sl ©
0 0

ge¢
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Appendix 48

Characteristics of the 1llowerl forms of production

Table 2: Types of Production Activity

2a: Workshops No, of units 2b: Petty Commodity Producers
graded iron castings B "Traditionall occupations;
rough castings B Shoe, sandal makers and leather

workers (21); goldsmiths (7)]

aluminium & gun-metal 2
castings ¢ basketmakers (2): weavers (2);
9 carpenters (¢); tailors (2);
electroplating 4 tinkers (5); mat-maker (1);
stono-mason (1); eatables sukers (7
structural metals 2 @ ™
T 1: 52
steel furniture 6 . _ ota >
New* occupations:
metal vessels 4
lathe-shop operators (8); welders (7)
manufacturing of springs 2 vessels manufacturer (1); pattern-
_ k 2); alumini -metal
manufacturing of metal parts 7 makers (2); aluminium k_gun meta
casters (3): cycle repair (6);
agricultural machinery 3 2—wheeler repair (3); frame-maker (2)
wet grinders 5 Total: 32
textile machinery & spares 5
pumps,pump spares k motors B
machine shop 11
plastics,glass fibre parts 9
others 3
TOTAL: 87 TOTAL: 84

(Source: Harriss, 1982, 14)

Appendix 49

Occupations of Household Heads in "Slum®™ Households

1. Permanent wage workers 141 (17)0
2. Short-term wage workers 151 (ie?)
3. Casual wage-workers 246 (30)0
4. Dependent workers b} 238 (290

5. Self-employed workers)

Others (including 26 agricultural 50
coolies; 2 cultivators; 19 unemployed;
2 dependent persons and 1 beggar)

(Source: Harriss, 1982, 31)
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Appendix 50

"Linkages®™ of Petty Commodity Producers

traditional activities new activit

"Disguised Wage Workers*® 10 4
"Dependent Workers* 15 4
"Self-employed” 25 24
Nature of product
Consumer goods 41 10
Parte/eervice 9 21
"Producer® goods 1
Supply to “large scale industry*® 3 9
Work for labour charges 16 24
Dependent on advances - from customers 3 7

- from traders 14 1

- from money-lenders 7 14

(Source: Harriss, 1982, 29)

Appendix 51
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Iditlvt Economic Efficiency of Staple Techniques efter Adjustments
for Kerket Imperfections. 1976/7

P articulars

(1)
(A) First Adjuataent:

Net output (Tk. an.)

Net surplus (Tk.an.)
Capital/output (year)
Surplus/fixed capital(f)
Surplus/total capital(S)

o P wdhE

(B) Second Adjustment

Net output (Tk. an.)

Net surplus (Tk. an.)
Capital/output (year)
Surplus/Fixed capital(S)
Surplus/total capital(f)

o >wDdp

Notes: (s) AH estiaates for handlooa/powerlooa units reflect the
iaputatlon using essuaption 2, for reasons already explained
in section 3.3.3.A above. Note that the second adjustaent lea-
ves net output and surplus of the aills virtually unaffected.

Hand-
looa
units

(2)

1.99
0.15
1.2A
8, A2
6.10

2.29
0.A5
1.07
25.8
18.A

This was anticipated in the text above.
Sources: Data froa the saaple surveys.

(Source: Chowdhury 1982,

Power-
looa
units

(3

11A
0.A8
3.85
12.79
10.95

1.26
0.60
3.A9
15.96
13.7

Saaple
Bills

(A)

52.16
-30.80
6.90
-12.0
-8.6

51.92
-30.58
6.90
-11.9
-8.5
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Labour and Copital f¥od«*ctlvity in Hill Spinning 1975/4, 1976/7

Particulars

@
(A) Year: 1975/6

1. Output (Tk. an.)

2. Production workers (Mss.)
3. Total employment (Nos.)
A Fixed capltal(Tk.Br..)

5. Working capital (Tk.an.)
6. Total capital (Tk.ar..)

~N

Output/prod'n worker.Tk
8. Output/Ban eaployedCTKk.)
9. Fixed capital/output
10. Working capltal/output
11. Capltal/output

(B) Year: 1976/7

1 Output (Tk. Bn.)

2. Production workers(hos.)
3. Total eaploynent (Nos.)
M Fixed capltaHTk. an.)

5. Working capital, TV..*n

6. Total capital (Tk.an.)

7. Output/prod'n workeriTk.)
8. Output/Ban eaploysd(Tk.)
9. Fixed capltal/output

10. Working capltal/output
11. Capltal/output

Spinner-weavera

GLi
1IBs

(2)

36.35

9123
10710
33.11
52.06
85.17

3989
3398
0.91
1.*3
2.3*

*.36
8*62
9981

35.02
27.87
62.89

515
437
8.03
6.39
14.42

Maw
rills

v3)

182.50
20053
23*49

423.77

3*5.62

769 39

9101
7783
2.32
1.89
*21

103.50
18318
2156A
504.30
257.0A
761.3*

5650
4800
4.87
2.48
7.36

All
Bills

()

216.69
29176
3*159

A56.8e

397.68

85A.56

7502
6*08
2.09
1.82
3.90

167.66
26760
31545

539.32

284.91

824.23

402e
3*19
5.00
2.6*
7.6*

Spinners

()

235.06
1*372
17595

*50.56

26t.oe

71*.6*

16756
13361
1.92
1.12
3.0*

W . 47
13951
17323

5544.68

214.67

769.55

10140
8166
3.92
1.52
5.44

A

Indus-
try

(6)

*53.97
*35*9
5175*

907.**

661.76

1569.20

10*2*
8772
2.00
1.46
3.*6

249.33
40731
48866

1094.0

499.76

1593.78

6121
5102
4.39
2.00
6.39

Notes:(a) AH estivates of output In this table are as they ougnt to be,
i.e. In net output. AH capital-output ratios are in years, beca-

use the output in question is measured over a year.

Sources:Data from the saaple surveys.

(Source: Chowdhury 1982 322)
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Scure*! of Cash-credit for Handlooa/Powerlooa Owners Interviewed,
1976/7
(All figures, unless Indicated, are Tk. CCOs)

Particulars Handloou units Powerloon
units

1-14 15* All
(loons) (loons) units

(1) ©) @ @ (5)
1. Credit fron
(i) Institutional sources 12.6 73.5 20.1 190.9
(11) Friends/ralatlvas t2.5 39.2 421 30.0
(ill) lon-instltutlonallenders 29.1 35.8 29.9 -
2. Total credit 84.2 148.5 92.1 220.9
3. Institutional credit/loan *»6 12.2 5.5 27.3
*. Credit fron frlends/loan 2.1 6.6 2.6 15.0
5. lon-Institutional

credit/loan 2.3 9.6 3.2 -
6. Institutional credit/total

credit (f) 134 49.2 17.8 86.4
7. Credit fron frlends/total

credit it) 50.0 20.9 46.4 13.6
8. lon-instltutlonal credit/

total credit it) 36.6 23.6 35.0 -
9. Total credit/unit 0.98 5.60 1.55 22.1
19. low 9 as 1 of the value

of ali assets/unlt (1) 18 33 2.0 16

motedlan-Instltutlonal sources uean aoney-lendera, traders, land-lords,
etc.
Sources:Data fron the saaple surveys.

(Source: Chowdhury 1982, 245)
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Appendix 58

Uses of Credit by Handloom and Powerlooa Unite, 1976/7

(AH figures, unless indicated, are Tk. 000a)
Particulars Handloom units Powerloom
units

1-14 15* AH
(looms) (looms) units

(1) (2) (3) (4) ®)
(A): Loans for consumption
(1) Number of loans 10.32 0.64 91 -
(11) Amount 9.83 0.44 8.7 ~
(ill) Average per loan 1.0 0.69 10 -
(Iv) Interest rate (S) 241 - 211 -
(v) t of total credit it) 11.7 - 9.5
(B): Loans for Investment
(1) Number of loans 23.34 10.6 21.8 9
(11) Amount 68.5 126.6 75.6 220.9
(ill) Average per loan 2.94 11.8 4.0 24.5
(Iv) Interest rate (% 27.2 30.0 27.5 104
(v) | of total credit (S) 81.4 86.1 82.3 100
(C): Loans for social reasons
(1) Number of loans 4.6 3.7 45 -
(11) Amount 5.8 20.1 7.6 -
(ill) Average per loan 1.65 5.56 2.1 -
(iv) Interest rate (%) 21.6 62.8 26.6 .
(v) f of total credit (i) 6.7 137 8.2

Notes: Interest rates are weighted by respective credit quantities.
Totals of credits reported in this and the nest table say not add
upto that reported in Table 5.20, due to non-reporting as well as
rounding errors.

Sources:Data from the surveys.

(Source: Chowdhury, 1982, 248)
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Comparative Unit Production Cost of Narslngdi Handlooa Units and
the Staple Mills of Gray Fabric of 32s Count, 1976/7
(AU figures, unless indicated, are Tk./yd.)

Handlooa units Saaple Bills

Particulars

Cost/ (f of col- Cost/ (S of col-

yard umn total) vyard umn total)

(€)) (€3) (©) © ®

Items of Coat:
1. Tara «.99 76.6 3.97 70.8
2. Mage/aaiary 1.25 19.2 0.56 10.0
3. Stores/apares 0.20 3.1 0.A6 8.2
4. Power - - 0.23 «.1
5. Interest - - 0.07 1.2
6. Others 0.07 11 0.32 5.7
7. Total coat of production 6.51 100 5.61 100

motesiThe percentages in cols. 3 and 5 need not add up to 100, due to
rounding errors.
3ources:Data froc the saaple surveys.

(Source: Chowdhury, 1982, 312)

Hie above calculations for yarn prices assume:

a) a proportionate differential versus ex-mill price of 32s yanm
charged in 1975/76;

b) a reduction in wages/salaries paid out by mills by 40%;

c) an imputation for family labour in handloom units according to
(). (- 312)
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Appendix 60

Market for law and Used Equipment, and the Extent of Integration of
Entrapraneurs In their Hanufactura, 1976/7

Handlooa units Power-
Particulars loon nine
units
1-14 15* in

(loons)  (loons)  units

cD (€3] (©) (©) ®)

1. Vo. of loons built to or-
der.owner fully Involved 249 264 251 74
2. Vo. of used loons bought 217 259 222 4
3. % of 1 in total loons 49 46 49 62
4. % of 2 in total loons 43 46 43 35

5. Vo. of units dlIslnvesting
my loons between

1969/70-1976/7a 12.0 1.4 10.7 -
6. Ratio of 5 to the

no. of cases 14 5 12.9 -
7. Mo. of loons so shed

per unit (Ho.) 0.42 0.21 0.39

Motes:(a) The disinvestnent is net; the value of nil for the % of the
powerloon units shedding any loon in 1969/70-1976/7 is consistent
with the finding, in the s*ne col, that 35% of the loons in these
units are acquired used. This is partly because the used loons were
aostly bought fron non-Bengali owners who wound their business in
1971, and hence are outside our sanple. Partly also this is due to
the renainlng loons being bought before 1969/7C. Rows 3 and 4 nay
not add up to 100, because loons could also be acquired through
inports.

SourcezData fron the sanple surveys.

(Source: Chowdhury, 1982, 239)

®

540



247

Appendix 61

Comparative Cloth Prices, and Pricing Flexibility of the
Handloom, Poverloom and MiU Units, 1975/6, 1976/7

(All figures are weighted; lk./yd.)

Tear Handlooat units Power- Hills
looms

@ () (©) <)

1. 1975/6 6.9* 6.02 5.60

2. 1976/7 8.19 7.18 6.02

3. Unit price in 1976/7
with 1975/6 as 100 118 119 108

Motes:(a) First unit-specific price per yard was estimated using
relative yardage of each type of doth made as the weights.
Unit-specific averages were further weighted by the relative
yardage made by the unit in question in the given year in order to
arrive at the average values presented above.

Sources:Data from the sample surveys.

(Source: Chowdhury, 1982, 286)

Appendix 62

and Clothing Industry, 1963-73

1963-68 1968-73 1973-75
% % %
Textiles (23 or 321) 3.0 11.3 0.1

Clothing and Shoes

6.1 2.1
(21 or 322 and 32%) 8.3

Source: Rodriguez (1977) . Appendix

Figures refer to total output of enterprises with more
than four employees; no base year for prices given.

(In 24, total output in clothing (322) accounted for 56%,
total output in shoes (324) for 40%, and other “confecciones”
for 4% of the output of this group (MIT (1975)).

(Source: Reichmuth, 1978, 72)
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Appendix 63

Employment Structure in the Artisan Stratum,

1970 and 1973

1970 1973
*000 % *000 A

Food and oeverages 50.5 13.1 11.2 29.9
Textiles, clothing and shoes 227.0 58.8 11.9 31.8
Wood industry including furniture 3*1.0 8.8 7.0 18.7
Non-metallic minerals 12.0 3.1 2.0 5.3
Transport equipment 37.0 9.6 0.3 0.8
Other manufacturing including

metal products 256 6.6 2.3 6.1
Other branches (printing, etc.) 2.7 7.4
Total 386.1 100.0 37. Xoo &

Source: CEMO, National Household Survey, 1970.
Manufacturing Census (year of reference: 1973)

(Source: Reichmuth, 1978# 79)

Appendix 64

Employment Structure in the Artisan Stratum,

1970 and 1973

1970 1973
*000 % "000 %
Food and beverages 50.5 13.1 11.2 29.9
Textiles, clothing and shoes 227.0 58.8 11.9 31.8
Wood industry including furniture 3*1.0 8.8 7.0 18.7
Non-metallic minerals 12.0 3.1 2.0 5.3
Transport equipment 37.0 9.6 0.3 0.8
Other manufacturing including 25.6 6.6 5 3 6.1
metal products
Other branches (printing, etc.) 2.7 7.4
Total 386.1 100.0 37~ 100.0

(Source: Reichmuth, 1978# 79)
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Appendix 65
108 NF CAL b ondd TRROASMISL CiKoargy g xg
Limafs Clothing Industry, 1973
Labour force Lima
size of No. of Labour Labour force Peru
Subsector establishment enterprises force a)
31Sb> 1 enployee 37,000 37,000) -
/56,000 I3
2 11,000 12 ,000j
AISC) 3 2,500 7,500\
SFS : i 200 1,500/1”,500 5%
5-19 600 5,500]
LFS:d) 20+ 100 7,000} 7,000 %
(Source: Reichmuth, 1978, 92)

Appendix 66
Labour Productivity

Industry

in 1973

in Peru®"s Clothing

1-4 Stratum
Nr. of

Value Added
per establishment
("000 Soles D.a.)

- 50 4,120 15.
50 - 100 1,087 45.
100 - 250 608 67.
250 - 500 134 125.
500 - 1 million 42 236.
Im -5 7 473.
5m - 10
10 m - 30
30 m +
Source: 1974 Manufacturing Census

table 5, Vol. 11

(Source: Reichmuth 1978, 160)

Average v A/
establisht, L (o000 s/.)

2

5

5+ Stratum

Nr. of Average VA/L
establ. ("000 S/.)
16 2.4
9 12.7
38 26.3
65 45 .2
69 66.6
115 92.1
23 123.2
21 155.1
6 229.0

table 5, Vol. 1I;



331
36113é9
390

>ai

I

Total

tries]

Source:

Appendix 67

No.

of estimates

Industrial

covered by census

-4

*1,562
955
5,998
558
2,155
583

1,871
939
P8
822

20,256

5-19

689
210
247

69
150

183
8%

202

3,117

20+

251
249

115
50

59

60

i

Higz 43

1.803

197%4 Manufacturing Census,

a) Consumer goods

textile articles

shoe production

311/312:

321:

322: clothing
32%4:

332: furniture
3"2: printin

food and beverages

(Source: g%Qeichmuth, 1978, 86)

Employment

1-*4

10,251
2,012
8,900
1,023
3,999
1, &P
2,992
1,938

717

1,538

37,*422

5-19

8,183
2,031
2,187

649
1,267
1,911

1,238
1,6%40
750

1,918

28,661

table 3, Vol. 1,

Structure of the Major

Informal
Output

20* 1-#
36,831 910,75+
29,837 168,387
7,805 550,29
5,259 o1, 71
3,193 B 53
5,902 196.259
3,393 156,031
7,231 82,880
2,113 91,975
10,*491 111,957

187,368 2,95*,1*0

table 3, Vol.

Intermediate goods
33* wood products (excluding furniture)
361/369: non-metallic minerals
other manufactured products

390:

Industries

(current
5-19
1,845,812
1.071,571
*410,289
113,213
199,039
700,30
287,884
217,675
162,*0

512,751

soles)
20*

25,816,11;

17.615.28E

2.316.57;
1,788,815

925,275
2,575.526

1,051,291
3,919 07c
1,064,2X2

1,531,13*

7589081 13*4,309.751

in Peru. 1973

Value

=

33.9
36.0
37.2
12.3
32.7
76.9

26.5
23.*4
57.7

8.1

37.9

Added/1,ah.
5-19 20 «

77.6 259 2
170.1 260, \t
76.0 1715.2
71.1 in3.k
73.8 Xn2.9

120.1 225. b

87.5 159.7
7?.3 307.2

100.1 27 1.1

119.0 209.5

108.5 31l% %

Capital goods

3Bi: metal

product-
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1 Number Average All Producers "independent” Producer!™ "Dependent® Producers JlColumn
1 of Number (4) in
1 EstahL of VA/ i o VA/ Net VA/ Net Prices
2 Products Product 5ﬁEome Product Income Product Income or 197 J
i

@ (©) ®» ® ®) @) ® (©))
1.Trousers 49 63 161 9,404 178 12,165 146 8,183 4,478
2 . Jackets 12 15 517 7,967 505 9,195 542 7,364 3,794
3 .Suits 8 17 1,275 20,185 1,275 21,607 1,275 20,990 8,612
4 . Shirts 10 55 194 9,919 232 13,266 106 4,673 4,723
5 . Dresses 14 22 128 2,607 113 2,083 155 4,115 1,241
Total 93 9,184 4,373

Source: Questionnaires of the DGA-survey

a) The category ~Independent® producers refers to those who themselves supplied the cloth
they worked with.

b) The category “Dependent® producers refers to those who were supplied with cloth (includes
subcontractors).

c) Average VA per establishment after deduction of payment to remunerated labour.
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Appendix 69

Subcontracting in the Major Informal Industries
in Peru, 1973

ur MIC uutdi
No. of empl.per

"—~establ. 1 .2 3 4 1-4 5-19 20+
ranch

Food production 7.1 3.7 1.6 1.5 2.7 3.8 0.6
Textiles k.2 6.1 5.5 8.9 7.6 8.4 5.2
Clothing 80.3 66.6 47.0 41.1 63.3 9.4 4.0
Shoe production 9.3 7.8 1.8 2.4 4.8 C.4 -
Fumiture 7.6 9.8 6.3 4.6 4.1 3.0 -
Printirx 10.7 32.8 8.4 8.7 13.4 6.4 1.4

Wood producti_on 10.0 5.9 9.8 16.0 11.1 3.7 3.7
except furniture

Other manufactured 3.9 2.9 9.0 4.9 5.2 0.8 1.7
_lproducts i )

Fetal oroiuctia. 11.4 7.3 5.9 7.3 5.4 2.5
All industries #8 20.0 10.0 8.2 16.1 6.1 1.5
(511-390) -

Source: Manufacturing Census 3973, tables 20 and 21, Vol. 1;
34, 35, 36 Vol. 1in

(Reichmuth, 1978, 87)
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Cost structure iIn Peru®s Clothing Industry according to

Ciin o, *1 Jory JFeguys L.
1-4 Stratim*» & Stratmi
Amount % Amount %
©)
labour Cost 41,512 13 554,415 21
Costs of operation %
Material current
inputs 190,727 87 58) 1,303,663 9C GD
Energy 7,295 3 10,194 1
Spare parts, acc-
essories 1,431 1 11,342 1
1Subcontracted”
production 11,758 5 (@) 75,197 5 (©)
Goods, sold with-
out transform-
ation d) 7,871 4 26,802 2
I0C 219,083 67 \,427,198 56
General Costs
(Overheads)
Rent (premises,
machinery) 33,058 50 34,235 6
Interests 1,097 2 66,265 11 (©)
Advertising 1,281 2 50,603 9
Professional
Services 3,472 5 15,349 3
Indirect taxes - 125,347 21 (©)]
Royalties - 9,139 1
Others (selling
and distr., admin.,
insurance etc.) 27,786 41 286,457 49
100 66,694 20 LOC 587,397 23
Total Cost 327,289 100 2,569,010 ICC

Source: 1974 Manufacturing Census, Tables 3, 17, 20, Vol. I;
3, Vol. 11. 32, 33, Vol. 111

a) Based on the (slightly rearranged) cost structure given in the census;
it is incomplete in so far as capital depreciation is not included
since only accumulated depreciation is given in the Census.

b) Wages and salaries paid in cash and kind, plus ail contributions
prescribed by law to be paid to employees; remunerated labour only.

c) In the 1-4 stratum,information was provided by 3,875 informants out of
5998 establishments covered by the Census.

d® Purcharing val ue

(Source: Reichmuth, 1978, 10I)
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Appendix 71

Workers in the textile and clothing industry,

1950-70

Industry 1950 1960 1970
Textiles 368,960 328,297 342,839
Clothing 19,344 33,244 77,837
Total 388,304 361,541 420,676

Source: IBGE, Censo Industrial.

(Source: Schmitz, 1982, 56)
Appendix 72

Workers in the clothing industry (including
knitwear), 1950-70

Year 1950 1960 1970

Workers 26,557 45174 112,626

Source: IBGE, Censo Industrial.

(Source: Schmitz, 1982, 57)

Appendix 73

Workers in the spinning and weaving industry,

1950-70
Year 1950 1960 1970
Workers 242,206 213,060 193,514

Source: IBGE, Censo Industrial.

(Source: Schmitz, 1982, 59)
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Appendix 74

Tailors and seamstresses, 1950-70

Year 1950 1960 197T

Workers 257,804 388,814 405,328

Source: IEGE, Censo Demografico.

(Source: Schmitz, 1982, 57)
Appenclix 75

Enterprises and workers in the hammock
industry of Brazil and Ceara, 1970

Number of Number of
Type of enterprises workers
enterprise Brazil Ceara Brazil Ceara
Enterprises with
five or more
workers 86 43 1205 781
Enterprises with
less than five
workers 138 26 294 67
Total 224 69 1499 848

Sijiii'i'O. 1BGE, Censo Industrial.

(Source: Schmitz, 1982, 82)
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Appendix 76

Enterprises and workers in the hammock
industry of Fortaleza, 1976

Type of Number of Number of
enterprise enterprises workers

Enterprises with
ten or more
workers 19 788

Enterprises with
less than ten
workers 19 78

Total 38 866

Source:  Ministry of Labour, '2/3 Suryey\ 1976. The
hammock branch belongs to the textile industry (branch
106 of '2/3 survey') and its data are not published
separately. Only through a detailed register of textile
enterprises, provided by the Human Resources Department
of SUDENE, was it possible to compute the above data for
1976.

(Source: Schmitz, 1982, 83)

Appendix 77

Hammock makers in Brazil, Ceara and
Fortaleza, 1970

Brazil Ceara Fortaleza
Men 1251 636 368
Women 4827 1339 407
Total 6078 2175 775

Source: IBGE, Censo Industrial; data for Fortaleza are
taken from special tabulations.

(Source: Schmitz, 1982, 83)
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Appendix 78

Distribution of enterprises in the textile industry of the state of S50 Paulo,

according to registered capital and location, 1976

L ocation up to 101- 501- 1,001- 5,00I-
Cr$ 100 500 1,000 5,000 10,000

Americana 450 78 29 28 11

Sqo Paulo

(capital) 225 195 112 193 64

Other towns 257 80 35 90 32

Total 932 353 176 311 107

10,001- 20,001- 50,000

20,000 50,000 +
4 2 1

47 23 28
16 19 9
67 45 38

Total

604

887

538

2029

Source: Sindicato da Industria de Fiacao e Tecelagem em Geral no Estado de Sao Paulo,
Relacao das Empresas Téxteis do Estado de Sao Paulo, 1976.

(Source: Schmitz, 1982, 126)

Appendix 79

Firms and workers in the textile industry of Americana according
to size of firm, December 1978

Size of firm according to number of workers
14 59 1049 5099 100-199 200-499 500+ Total
Firms 143 86 e 19 13 10 7 355

Workers 323 589 1703 1369 1920 2734 6057 14701

Source: Sindicato dos Trabalhadores na Industria de Fiagdo e Tecelagem de
Americana, Relagdo de Empresas e Numero de Empregados coin Base nas
(luias de Recolhimento de Contribuido Assistencial, 1S78.

(Source: Schmitz, 1982, 131)
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Appendix 80
Simple Workshop Factory
Technology Hand Tools Power Tools Machinery
Expansion pattern Replicai ion Apprentice- More/bet ter
via appren- ship & more/ more/complex
ticeship better tools machinery
Product pattern Non-standard Standardised
Production pattern Spasmodic/non-routine Routinised
Division of labour By workers* Some func- Machine-rela-
career stage tional divi- ted division
only sion separate
cler ical
Skill levels Generally Skilled & High  unskilled*
high semi- serai-ski 1led
skilled component
Authori ty No separate Uniikely Separate
st ruetures management separate management
management
Spatial net- local: same ) Mixture local) marked extendi
works town/vii lage) and extended) dness
1. Raw materials ) Important e>tra
state compon-
ent
2. Markets v
Outlet type Shop/own Own premi- Other industry/
premi ses ses/mer- wholesale
chant

(Source: Mars, 1977, 20)



259

u R TATRR A v x

Amselle, J.L. (1980). r"Self-Subsistence. Small-Scale Merchant Production
and Linked Societies.” Cahiers d"Etudes Africaines Vol. 20, Nos. 1-2.

Anderson, D. (1981). Small Enterprises and Development Policy in the
Philippines: A Case Study. World Bank Staff Working Paper No. 468,
July.

Aryee, G. (1977). Small Scale Manufacturing Activities: A Study of the
Interrelationships between the Formal and Informal Sectors in Kumasi,
Ghana. Geneva: ILO.

Aryee, G. (1981). “The informal manufacturing sector in Kumasi® in S.V.
Sethuraman (ed.)(1981), op. cit.

Ayata, S. (1979). Capitalist Subordination of Household Production:
Carpet Industry in Turkey. Discussion Paper for BSA Development
Group.

Bademli, R.R. (1977). Distorted and Lower Forms of Capitalist Industrialist
Production in Underdeveloped Countries: Contemporary Artisan Groups
and Workshops in Eskisehir and GazianLep, Turkey. Ph.D. dissertation,
Massachusetts Institute of Technology.

Bairoch, P. (1973). Urban Unemployment in Developing Countries. Geneva: ILO.

Banerji, R. (1978). “Small-scale production units in manufacturing international
cross-section overview®". WeltwirtschaftlicheArchiv Vol. 114, No. 1.

Bathgate, M.A. (1978). "Marketing distribution systems in the Solomon Islands:
The supply of food to Honiara®™ in P.J. Rimmer et al. (1978), op. cit.

Baykay, 0. (1977). Technology and Employment: The Case of Turkish Manufacturing
Industry. D.Phil. thesis, University of Durham.

Berlinck, M.T. et al. (1981). "The urban informal sector and industrial
development in a small city: The case of Campinas (Brazil)® in S.V.
Sethuraman (ed.) (1981), op. cit.

Bhalla, A.S. (ed.) (1979). Technology and Employnent in Industry: A Case Study
Approach. Geneva: 1LO.

Birkbeck, C. (1979). "Garbage, industry and the "wvultures" of Cali, Colombia“
in R. Bromley and C. Gerry (eds.). Casual Work and Poverty in Third
World Cities. London: John Wiley.

Bose, A.N. (1978). Calcutta and Rural Bengal: Small Sector Symbiosis.
Calcutta: Minerva Associates.

Bougillon-Vaugelade, C. (1978). "Typologie de I"Emploi Urbain (formel et
informel) M Pikine-Dakar®. Manpower and Unemployment Research, Vol. 11,
No. 1.

Bromley, R. (1978). "Organisation, regulation and exploitation in the sc-called
"Urban Informal Sector': The street traders of Cali, Colombia®. World
Development Vol. 6, Nos. 9-10.



260

Bromley, R. (1982). “Working in the streets: survival strategy, necessity
or unavoidable evil®™ in A. Gilbert (ed.), Urbanisation in Contemporary
Latin America. Chichester: John Wiley.

Bromley, R. and Gerry, C. (eds.) (1979). Casual Work and Poverty in Third
World Cities. Chichester: John Wiley.

Bruch, M. (1980). “Small establishments as exporters of manufactures:
tentative evidence from Malaysia®". World Development Vcl. 8, Nos. 5-6,
August.

Cavalcanti, C. (1981). "Employment, production and income distribution in
the informal urban sector of the northeast: The case of Salvador,
Bahia”. |l.uso-Brazilian Review Vol. XVIII.

Chana, T. and Morrison, H. (1975). “Nairobi"s informal economic sector”.
Ekistics Vol. 40, No. 237.

Chowdhury, N. (1902). A Study of Cotton Weaving in Bangladesh: The Relative
Advantages and Disadvantages of Handloom Weaving and Factory Production.
D.Phil. thesis, University of Cambridge.

Cooper, C. and Kaplinsky, R. (1973). Secondhand Equipment in a Developing
Country - A Study of Jute Processing in Kenya. Geneva: ILO mimeo.

Cooper, C. et al. (1979). “Choice of techniques for can making in Kenya,
Tanzania and Thailand®™ in A_S. Bhalla (ed.)(1979), op. cit.

Currie, K. (1982). ~The development of petty commodity production in Mughal
India®. Bulletin of Concerned Asian Scholars, Vol. 14, No. 1.

Dasgupta, B. (1973). "Calcutta®s Informal Sector”. |Institute of Development
Studies Bulletin Vol. 5, Nos. 2-3.

De Coninck, J. (1980). Artisans and Petty Producers in Uganda. D.Phil.
thesis, University of Sussex.

Demol, E. and Ni han, G. (1982). ~“The modern informal sector in Yaounde-.
International Labour Review Vol. 121, No. 1.

Fapohunda, 0.J. (1981). “Human resources and the Lagos Informal Sector® in
S.V. Sethuraman (1981), op. cit.

Fapohunda, 0.J. et al. (1978). Lagos. Urban Development and Employment.
Geneva: ILO.

Forbes, D.K. (1979). The Pedlars of Ujung Pandang. Working Paper No. 17,
Monash University, Centre for Southeast Asian Studies.

Forbes, D.K. (1981). "Production, reproduction and underdevelopment:
petty commodity producers in Ujung Pandang, Indonesia®. Environment
and Planning Vol. 13.

Fowler, D.A. (1981). “"The urban informal sector in Freetown: Opportunities
for self-employment®™ in S.V. Sethuraman (1981), op. cit.

Ganesan, S. (1982). Management of Small Construction Firms. Tokyo: Asian
Productivity Organisation.



261

Gerry, C. (1974). Petty Producers and the Urban Economy: A Case Study
of Dakar. Working Paper 8, Urbanisation and Employment Programme
WEP 2-19. Geneva, ILO.

Gerry, C. (1977). Shanty-town Production and Shanty-town producers:
some Reflections on Macro- and Micro-linkages. Paper prepared for
Burg Wartenstein Symposium No. 73 on Shanty-towns in Developing
Nations, Wenner Gren Foundation, New York.

Gerry, C. (1978a). Employment and Income Stability in the Gambling Sector:
A Study of Lottery-ticket Selling and Allied Occupations in Cali,
Colombia. Unpublished manuscript, Centre for Development Studies,
University College of Swansea.

Gerry, C. (1978b). "Petty production and capitalist production in Dakar:
The crisis of the self-employed®. World Development Vol. 6, Nos. 9-10.

Gerry, C. (1979). Poverty in Employment: A Political Economy of Petty
Commodity Production in Dakar, Senegal. Ph.D. thesis, University

of Leeds.

Gerry, C. (1979). “Small scale manufacturing and repairs in Dakar: a survey
of market relations within the urban economy* in Bromley and Gerry,
op. cit.

Goddard, V. (1981). “T.ie leather trade in the Bassi of Naples®. IDS Bulletin,
Vol. 12, No. 3.

Guisinger, S. and Irfan, M. (1980). “Pakistan®s informal sector®. Journal
of Developing Studies Vol. 16, No. 4, July.

Gupta, S.C. (1980). Subcontracting between Factories and Workshops: a Case
Study of Automotive Industry in Bursa, Turkey. MSc. dissertation,
Middle East Technical University, Ankara.

Hakam, A.N. (1978). Technology Diffusion from the Formal to the Informal
Sector: the Case of the Auto-Repair Industry in Ghana. Geneva: ILO.

Harriss, J. (1982). “Character of an urban-economy - small-scale production
and labor-markets in Coimbatore®. Economic and Political Weekly,
Vol. 17, No. 23.

Harriss, J. (1982). Studies of Small Scale Enterprise and Urban Labour in
South India. Development Studies Occasional Paper No. 19, University
of East Anglia, March.

Hart, K. (1973). “Informal income opportunities and urban employment in
Ghana®". Journal of Modern African Studies Vol. 11, No. 1.

Hiemens, U. (1983). “Growth and efficiency of small and medium industries
in ASEAN countries®. Asian Development Review Vol. 1, No. 1.

Ho, S. (1980). Small-scale Enterprises in Korea and Taiwan. World Bank
Staff Working Paper No. 384. Washington.

Holmstrttm, M. (1981). Factory Workers and Unorganised Labour in India.
Unpublished paper presented at the Seventh European Conference on
Modern South Asian Studies. School of Oriental and African Studies,
July.



262

Hugon, P. et al. (1977). La petite Production marchande et I"Emploi dans
la Secteur "informel”. Université de Paris, 1. Institut d"Etude
du Développement Economique et Social.

ILO (1970). Towards Full Employment: A Programme for Colombia. Geneva: ILQ.

ILQ (1972). Employment, Incomes and Inequality: A Strategy for Increasing
Productive Employment in Kenya. Geneva: ILO.

ILO (1960). Jobs and Skills Programmes for Africa: Employment, Incomes and
Production in the Informal Sector in the Gambia. Addis Ababa: ILO.

Jackson, J.C. (1978). “Trader hierarchies in third world distributing systems
the case of fresh food supplies in Kuala Lumpur® in P. Rimmer et al.,
op. cit.

Jacobs, F.A. (1982). "The urban informal sector in Ciskei". Development
Studies on Southern Africa, Vol. 4, No. 4.

Jenkins, S.J. (1981). Aspects of the Informal Economic Sector of Juba,
Southern Sudan. M.A. thesis, University of Durham.

Joshi, H. and Joshi, V. (1976). Surplus Labour and the City: A Study of
Bombay. London: Oxford University Press.

Joshi, H. et al. (1976). Abidjan. Urban Development and Employment in the
Ivory Coast. Geneva: ILO.

Jurado, G.M. et al. (1978). The Informal Sector of Manila. Geneva: ILO.

Jurado, G.M. et al. ((1981). ~The Manila Informal Sector: in transition?”
in S.V. Sethuraman, op. cit.

Kaplinsky, R. (1979). “lInappropriate products and techniques: breakfast
food in Kenya®. Review of African Political Economy No. 14.

Kaplinsky, R. (1981). Appropriate Technology in a Developing Country: The
Bakery Industry in Kenya. D.Phil. thesis, University of Sussex.

Kennedy, P. (1981). "The role and position of petty producers in a
West African city". Journal of Modern African Studies, Vol. 19, No. 4.

King, K. (1974). "Kenya®s informal machine-makers: a study of small scale
industry in Kenya®"s emergent society”. World Development Vol. 2,
Nos. 4-5.

King, K. (1979). T"Petty production in Nairobi; the social context of skill
acquisition and occupational differentiation® in Bromley and Gerry,
op. cit.

Koo, H. and Smith, P.C. (1983). “Migration, the urban informal sector, and
earnings in the Philippines™. Sociological Quarterly, Vol. 24, No. 2.

Lam Thim Fook, T. ((1974). Hawkers and Vendors in Malacca, Kuala Lumpur
and Petaling Jaya. Kuala Lumpur: Malaysian Institute of Planners.

Langdon, S. (1975). “Multinational corporations, taste transfer and under-
development: a case study from Kenya®". Review of African Political
Economy No. 2.



263

Langdon, S. (1976). Multinational Corporations in the Political Economy
of Kenya. D.Phil. thesis, University of Sussex.

Lebrun, 0. and Gerry, C. (1975). “Petty producers and capitalism®™. Review
of African Political Economy No. 3.

Lewis, A.0. (1972). “The Small-Scale Industrial Scene of Ille-Ife", Quarterly
Journal of Administration Vol. 6, No. 4.

Liedholm, C. and Chuta, E. (1976) . The economics of rural and urban small
scale enterprises in Sierra Leone. African Rural Economy Papers No.
4, Michigan State University.

Logan, M.1. (1982). “The shift from informal to formal - some costs and
benefits of large-scale industrialisation in Asian countries”.
Singapore Journal of Tropical Geography, Vol. 3, No. 2.

Lubell, H. (@974) . Calcutta. Its Urban Development and Employment Prospects.
Geneva: ILO.

Lubell, H. and McCallum, D. (1978). Bogota - Urban Development and Unemployment.
Geneva: ILO.

MABAWONKU, A.F. (1978). “Incomes and factor productivity in Western Nigeria
small-scale industries®. Developing Economies Vol. 16, No. 3.

MABOGUNJE, A.L. and Filani, M.O. (1981). “The informal sector in a small
city: The case of Kano (Nigeria)® in S.V. Sethuraman, op. cit.

MacEWEN SCOTT, A. (1979). ~"Who are the self-employed?” in R. Bromley and
C. Gerry, op. cit.

McGEE, T.G. and Young, Y.M. (1977). Hawkers in Southeast Asian Cities:
Planning for the Bazaar Economy. Ottowa: International Development
Re-search Centre.

McMINN, S. et al. (1983). “Socio-economic Development of the Yanbu Sub-Region,
Saudi Arabia: the impact of the construction workforce®. Third World
Planning Review, Vol. 5, No. 4, November.

Marga Institute (1979). The Informal Sector of Colombo City (Sri Lanka).
Geneva: 1LO.

Marga Institute (1981). “The informal sector without migration. The case
of Colombo™ in S.V. Sethuraman, op. cit.

Mars, Z. (@977). Small-scale Industry in Kerala. University of Sussex
Institute of Development Studies, Development Paper No. 105.

Matthews, R.G. (1981). The Techno-Economic Development of the Indian
Machine Tool Industry, with special Emphasis on Aspects affecting
Efficiency. D.Phil. thesis, University of Glasgow.

Mazumdar, D. (1979). Paradigms in the Study of the Urban Labour Market in
LDCs: A Reassessment in the Light of an Empirical Survey in Bombay
City. World Bank Staff Working Paper No. 366.



264

Meller, P. and Marfan, M. (1981). “Small and large industry: employment
generation, linkages and key sectors®". Economic Development and
Cultural Change Vol. 29, No. 2.

Merrick, T.W. (@976). “Employment and earnings in informal sector in
Brazil - case of Belo-Horizonte®. Journal of Developing Areas,
Vol. 10, No. 3.

Middleton, A. (1981). “Petty manufacturing capitalist enterprises and
the process of accumulation in Ecuador*. Development and Change
Vol. 12.

Moir, H. (1978). The Jakarta Informal Sector. World Employment Programme
Working Paper, No. 31. Geneva: ILO.

Moser, C.O.N. (1977). “The dual economy and marginality debate and the
contribution of micro analysis: market sellers in Bogota-.
Development and Change Vol. 8.

Moser, C.O.N. (1978). "Informal sector or petty commodity production:
dualism or dependence in urban development®. World Development
Vol. 6, Nos. 9-10.

Moser, C.O.N. ((1980). Why the poor remain poor: the experience of Bogota
market traders in the 1970s. Journal of Interamerlcan Studies and
World Affairs, Vol. 22.

Moser, C.O.N. (1981). "Surviving in the Suburbios®. IDS Bulletin Vol. 12,
No. 3.

Moser, C.O.N. (1982). "A home of one"s own: squatter housing strategies
in Guayaquil, Ecuador® in A. Gilbert (ed.), Urbanisation in Contemporary
Latin America. Chichester: Wiley.

Mubin, A_K.A. (1981). Appropriate Products, Employment and Income Distrib-
ution in Bangladesh and Ghana: a Case Study of the Soap Industry.
Ph_.D. thesis, University of Strathclyde.

Mwima-Mudeenya, E. (1978). A neglected component of developing economies -
small scale production and employment in Uganda: a case study of small
household and non-farm enterprises in Bukedl District. Ph.D. thesis,
Cornell University.

Nelson, N. (1979). “How women and men get by: the sexual division of labour
in the informal sector of a Nairobi squatter settlement.® Bromley
and Gerry, op. cit.

Newcombe, K. (1977). "From hawkers to supermarkets: patterns of food
distribution®. EklIstlcs Vol. 43, No. 259.

Nihan, G. (1976). Informal Sector and Small Scale Enterprises. A Bibliography.
Geneva: ILO.

Nihan, G. and Jourdain (1978). "The modern informal sector in Nouakchott”.
International Labour Review, Vol. 117, No. 6.

Nihan, G. et al. (1979). “Modern informal sector in Lomé". International
Labour Review Vol. 118, No. 5.



265

Page, J. (1979). Small Enterprises in African Development: a Survey. World
Bank Staff Working Paper No. 363. Washington.

Paine, S. (1971). “Lessons for LDCs from Japan®s experience with labour
commitment and subcontracting in the manufacturing sector®. Bulletin
of Oxford University Institute of Economics and Statistics, Me. 33.

Peattie, L. (1978). What is to be done with the 1lInformal Sector™? A
case study of shoe manufacturers in Colombia. Mimeo.

Philippine Statis (1976). “Small-scale and cottage industries in the Philippines”
Philippine Statis Vol. 27, Nos. 8-28.

PREALC (1978). Sector Informal. Santiago: PREALC.

Reichmuth, M. (1978). Dualism in Peru: an investigation into the interrelation-
ships between Lima"s informal clothing industry and the formal sector.
Unpublished B.Litt. thesis, University of Oxford.

Rimmer, P.J. (1978). “The future of trishaw enterprises in Penang® in P.J. Rimmer
et al., op. cit.

Rimmer, P.J. et al. (1978). Food, Shelter and Transport in SE Asia and the
Pacific. Canberra: Australian "National University.

Rogerson, C. and Beavon, K. (1982). "Getting by in the "informal sector' of
Soweto”. Tijdschrift voor Econ. en Soc. Geografie Vol. 73, No. 4.

Saha, S.K. (1980). Industrial policy and locational dynamics of small scale
enterprises in India: a case study of small scale metalworking firms
in the Chotonagpur region of Bihar. Paper presented in a seminar on
Industrial Location Research organised by the Industrial Activity and
Area Development Study Group of the Institute of British Geographers,
held at the LSE, 9 May.

Sanchez, C. et al. (1976). Desarrollo Urbano y Sector Informal en la
ciudad de Cordoba (Argentina). Geneva: ILO.

Sanchez, C. et al. (1981). “The informal and quasi-formal sectors in Cordoba’
in S.V. Sethuraman, op. cit.

Schaefer, K. (1976). Sao Paulo - Urban Development and Employment. Geneva: ILO.

Schmitz, H. (1979). Factory and Domestic Employment in Brazil: a Study of
the Hammock Industry and its Implications for Employment Theory and
Policy. IDS Discussion Paper.

Schmitz, H. (1982). ~Growth constraints on small scale manufacturing in
developing countries: a critical review." World Development, Vol. 10, No. 6

Schmitz, H. (1982). Manufacturing in the Backyard. Case Studies on Accumulation
and Employment in small scale Brazilian Industry. London: Frances
Pinter.

Sethuraman, S.V. (1976a). The urban informal sector, Jakarta, Urban Development
and Employment. Geneva: ILO.



266

Sethuraman, S.V. (@976b) “Urban informal sector - concept, measurement
and policy". International Labour Review Voi. 114, No. 1.

Sethuraman, S.V. (977). “The urban informal sector in Africa”. International
Labour Review Voi. 116, No. 3.

Sethuraman, S.V. (1981). The urban informal sector in developing countries :
Employment, poverty and environment. Geneva: ILO.

Sinclair, S.W. (1976). "Informal economic activity in African cities".
Journal of Modern African Studies, Voi. 14.

Sinclair, S.W. (977). T"Ease of entry into small scale trading in African
cities: some case studies from Lagos®. Manpower and Unemployment Research
Voi. 10.

Sit, V.F.S. et al. (1979). Small scale industry in a laissez-faire economy,
a Hong Kong case study. Occasional Papers and Monographs No. 30. Centre
of Asian Studies, University of Hong Kong.

Steel, W.F. (1976). "Empirical measurement of the relative size and productivity
of intermediate sector employment: some estimates from Ghana®". Manpower and
Unemployment Research Voi. 9, No. 1.

Steel, W.F. (1977a). Small scale employment and production in developing
countries, evidence from Ghana. London: Praeger.

Steel, W.F. (1977b). "Static and Dynamic analysis of the intermediate sector:
a synthesis®". Manpower and Unemployment Research Voi. 10, No. 1.

Steel, W.F. (1979). “"Development of the urban artisanal sector in Ghana
and Cameroon*. Journal of Modern African Studies Voi. 17, No. 2.

Steel, W.F. (1981). "Female and small scale employment under modernisation
in Ghana". Economic Development and Cultural Change Voi. 30.

Stewart, F. (971) . The choice of techniques: a case study of che manufacture
of cement blocks in Kenya. Mimeo, Oxford: Queen Elizabeth House.

Stretton, A. (1979). “Instability of employment among building industry
labourers in Manila®, in Bromley and Gerry, op. cit.

Teilhetwaldorf, S. (1983). "Earnings of self-employed in an informal sector -
a case study of Bangkok.® Economic Development and Cultural Change Voi 31,
No. 3.

Thorbecke, E. (1973). “The employment problem: a critical evaluation of four
ILO comprehensive country reports”. International Labour Review Voi. 107,
No. 5.

Thorpe, J.A. (1979). The Informal economy: non-market service provision In
an urban setting. Ph.D. thesis, University of Michigan.

Todd, D.M. and Shaw, C. (1980). "The informal sector and Zambia employment
crisis”. Journal of Modern African Studies Vol. 18, No. 3.

Tokman, V.E. (1978). "Competition between the informal and formal sectors of
retailing: the case of Santiago®. World Development Vol. 6, Nos. 9-10.



267

Uhlig, S.J. and McBain, N.S. (1977). ~“The choice of technique in a batch
production industry: some lessons from a study of bolt and nut
manufacture®. World Development Vol. 5, Nos. 9-10.

\Vein der Ween, J. (1973). Small scale industries in Gujarat State. Ph.D.
dissertation, Cornell University.

Van Dijk, P. (1979). Success of small entrepreneurs in the informal sector
of Ouagadougou (Upper Volta). Seminar on La Petite Production Marchande
en Milieu Urbain Africain, University of Paris, March.

Van Heemst, J. (1982). Scale, organisation and efficiency in footwear
production: an analysis of some Ghanaian data. Institute of Social
Studies, The Hague, March.

Vellinek, L. (1978). -=Circular migration and the Pondok dwelling system:
a case study of icecream traders in Jakarta? in P. Rimmer et al., op. cit.

wall, J.W. (973). External economies and localisation in small scale
industry: a case study of the bicycle manufacturing industry in
Ludhiana District, India. Ph.D. thesis, Duke University.

Watanabe, S. (@977). “"Small enterprises and subcontracting in Japan and
India". Development Digest Vol. 15, No. 1.

Watanabe, S. (1978). Technological linkages between formal and informal
sectors of manufacturing. Working Paper No. 34, Technology and
Employment Programme, Geneva: ILO.

Watanabe, S. (1979). Technical cooperation between large and small firms
in the Filipino Automobile Industry. Working Paper No. 47, Technology
and Employment Programme. Geneva: ILO.

Williams, G. et al. (1978). “Capitalist and Petty Commodity Production in
Nigeria®. World Development Vol. 6, Nos. 9-10.

World Bank (1975). The Urban Informal Sector. World Bank Staff Working
Paper No. 211, World Bank, Washington.

Yankson, P.W.K. (1979-80). Planning for the informal sector enterprises
in central region: implications for growth centres and regional planning
in Ghana. Ph.D. thesis, University of Nottingham.

Yeung, Y.M. (Q977). "Hawkers and vendors: dualism in Southeast Asia“.
Journal of Tropical Geography Vol. 44.






