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Abstract: 
As a matter of fact entrepreneurs play vital role in the success of
an  enterprise.  Therefore  this  study  analyzes  various
characteristics  of  micro  entrepreneurs  in  the  urban  informal
sector of KP taking Peshawar urban informal market as a case
study.  The  empirical  results  suggest  that  of  the  total  micro
entrepreneurs investigated, 18% fell under 25 years of age and
82% above 25 years; on average, an entrepreneur had 40 years
of age. Only 15% had family experience of the same business,
suggesting  that  majority  of  the  entrepreneurs  selected  their
businesses on their own choices. On average, entrepreneurs had
12  years  of  experience  of  running  the  businesses;  the
experiences ranged between 5 to 19 years. Present businesses
were established between 2 to 19 years, with a mean value of
7.25  years.  On  the  whole,  100%  of  the  entrepreneurs  were
educated;  however,  the  average education level  was  found 8
years. Only 8% had formal training of the same business; 89%
got informal training of various kinds, leaving 3% without any
type of training.
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Introduction: 

Chickering and Salahdine (1991) mentioned that since the beginning of
the  1970s,  the  informal  sector,  or  underground  economy,  as  it  was
commonly known in the industrial countries, had become a subject of
increasing attention for scholars and policy makers.  They argued that
government institutions and policies were systematically excluding the
poor  from full  participation in  the  economic and social  life  of  many
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developing countries. They wanted to explore, in several Asian and Near
Eastern countries, many of the issues had risen about informal sector to
ascertain whether or not their work represented an important new theory
about  developing  countries  generally.  The  case  studies  in  their  book
were  concerned with  a  series  of  questions  and issues  relating  to  the
dynamic world of informal sector.  It  addressed the importance of the
informal sector in economic and social life,  identified those involved,
attempted  to  determine  which  model  best  described  it,  the
bureaucratic/newtonian model or the self-governing/entrepreneurial one
and looked at the links between policy and informality. The case studies
came from Morocco, Philippines, Sri Lanka, Thailand and Bangladesh.

 It  is  now  progressively  more  acknowledged  that  the  productivity,
efficiency and sustainability of an economy ultimately supported by the
division of  productivity  stratum micro enterprises  (Meitz,  2013).  The
recent  literature is  based on experiments to explore methods that  can
improve the efficiency of micro entrepreneurs. Paradigm may include
access to financial grants (De Mel et.al,  2008; Fafchamps, McKenzie
et.al,  2013), education and training (Bruhn, Karlan, and Schoar, 2013;
Fafchamps  andWoodruff,  2013),  labor  financial  support  (De  Mel,
McKenzie, and Woodruff, 2010), and arrangement of intrusions (Berge,
and Tungodden, 2011). 

However  the  researchers  in  Pakistan  got  interested  in  the  study  of
informal sector in the late 1980s and early 1990s when a number of
studies  including  Aftab  (1990),  Ahmad  and  Arshad  (1990),  Burki
(1990), Chaudhray (1990), Ferks, Thomas (1984), Kazi (1987), Kibria
(1990), Mahmood (1990) and Nadvi (1990) came to the surface. These
earlier studies examined various aspects of the informal sector including
wage  rates,  labor  productivity,  capital  efficiency,  skill  growth  and
limitation on the augmentation of small scale units. These initial studies
also brought out the main characteristics of informal sector activities and
constraints on their growth. However, these studies were carried out in
isolation  from each other,  and  were  based  on  small  sample  surveys.
Most of these studies, therefore, came up with conflicting evidences and
contradictory policy suggestions that reduced the utility of their findings
(Kemal and Mahmood, 1998). For this reason there is a dire need of
similar information on entrepreneurs working in informal sector, which
is one of the leading sectors and presently accounts for around one-fifth
of Pakistan’s GDP.
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Various socio-economic factors influence the choice of an entrepreneur
for setting up of enterprises in informal sector. The characteristic of an
individual such as age, size of the household, level of education, training
and experience play significant part in the decision making progression
of entrepreneurs before entering the dynamic world of business. 

Material and Methods

The  data  was  collected  in  Peshawar  urban  markets  of  the  Khyber
Pukhtoonkhawa  Province  of  Pakistan.  Peshawar,  the  capital  of  the
Khyber Pukhtoonkhwa Province, has a large cluster of the informal &
formal sector micro enterprises engaged in heterogeneous economic and
business  activities.  Moreover,  it  has  a  number  of  small-to-large
businesses and industries established, especially at Hayatabad and Kohat
Road Industrial areas. A preliminary survey indicated that it had (all the
12  types  of  Furniture,  Manufacturing,  and  Electric/Electronic/Gas
Appliances) of Value added enterprises, the researcher is interested in
for this study. Thus, Peshawar market presented a good site to carry out
the proposed study. The study is based on comprehensive survey of 600
enterprises in informal  sector.  Hence the selected sample ensures  the
inclusion of main production activities and geographic distribution of the
enterprises.

Age of the Entrepreneurs

Age  of  the  entrepreneur  underlines  some  of  the  imperative  factors
influencing entrepreneur’s decision to join a micro enterprise. If there
are relatively younger people in the micro enterprises, it may be taken as
a  transitional  activity  prior  entry to  small  business.  According to  the
survey conducted, micro enterprises are a gateway for entering in small
and  medium  scale  business.   It  is  also  a  preferred  and  permanent
business choice as well.

Percentage Distribution of Entrepreneurs in Different Age Groups

Kind of Business
Average Age

20-
24

25-29
30-
34

35-
39

40-
44

45-
49

50-
54

55-
59

60

Furniture 20.00 10.00
05.0

0
10.0

0
25.0

0
5.00 5.00

15.0
0

5.0
0

Manufacturing 20.00 10.00
00.0

0
10.0

0
25.0

0
25.0

0
-

10.0
0

-

Electric/electronic/
gas appliances

15.00 10.00
00.0

0
25.0

0
15.0

0
15.0

0
5.00

25.0
0

5.0
0

All Businesses 18.33 10.00
01.6

7
15.0

0
21.6

7
10.0

0
03.3

3
16.6

7
3.3
3
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According to above table, only 18.33% of the entrepreneurs fall in the
age  group  of  20-24  which  shows  that  micro  enterprise  is  also  a
transitional  activity  for  some  entrepreneurs  before  entering  other
business scales where as 81.67% of the entrepreneurs in micro enterprise
fall  in  age  group  of  25  and  above  indicating  the  micro  enterprise  a
permanent and preferred choice of the business men. As at very early
age, individual try for a job in micro enterprises but as soon as they gain
the necessary experience and save some money, they quit the job and set
up their own business in the micro enterprise sector. However, only the
successful entrepreneur continues with micro enterprises.

Size of the Households

Size  of  the  household  is  virtually  considered  as  an  indicator  of
dependents on the head of the household engaged in micro businesses.
Moreover it is one of the factors forcing entrepreneur to work hard for
earning decent living for his dependents.

Percentage  Distribution  of  the  Entrepreneurs  in  the  Micro
Enterprise by Family Size

Kind of Business
Numbers of Persons in the Household

3 4 5 6 7 8 9 10
Tota

l

Furniture 5.00
03.3

3
05.0

0
06.6

7
08.3

3
10.0

0
33.3

3
28.3

3
100.
00

Manufacturing
10.0

0
03.3

3
06.6

7
5.00

15.0
0

11.6
7

26.6
7

21.6
7

100.
00

Electric/
electronic/gas 
appliances

-
03.3

3
08.3

3
08.3

3
11.6

7
13.3

3
30.0

0
25.0

0
100.
00

All  Businesses
05.0

0
03.3

3
06.6

7
06.6

7
11.6

7
11.6

7
30.0

0
24.9

9
100.
00

Table above clearly illustrates that  15.00% of  the entrepreneurs have
five or less family members and about 85.00% of these entrepreneurs
have  six  or  more  family  members.  The  survey  reveals  that  a  large
number of entrepreneurs support their dependents from the micro trade
as  they  are  looking  after  comparatively  larger  family  size  from this
business activity.

Level of Education
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Quality and ability of the entrepreneurs and productivity of labor varies
directly with the investment in human capital especially in the form of
education.  Schooling affects the productivity of the micro trader to a
large extent through better communication skill and occupation.

Percentage Distribution of the Entrepreneurs with Different Level
of Education (Year of Schooling)

Kind of Business

Level of Education
Belo

w
Prim
ary
0-2

Primar
y

3-5

Middl
e

6-8

Secondar
y

9-10

Intermediat
e

11-12

Graduatio
n

13-14
Total

Furniture 15.0
0

25.00 05.00 20.00 30.00 5.00
100.0

0

Manufacturing 20.0
0

20.00 20.00 15.00 15.00 10.00
100.0

0
Electric/
electronic/gas 
appliances

20.0
0

20.00 5.00 20.00 20.00 15.00
100.0

0

All Businesses 18.3
3

21.67 10.00 18.33 21.67 10.00
100.0

0

In furniture sector 100% of the entrepreneurs are educated with 15%
have only two years of schooling, 55.00% up to secondary level, 30% to
intermediate and remaining 5% are graduates.  In manufacturing sector
100% of the entrepreneurs are educated, out of which 20% have only
two years of their formal education. 55% are educated up to secondary
level, 15% up to intermediate level and 10% have got education up to
the graduation level.  In electric/electronic/ gas appliances sectors again
100% of the entrepreneurs are educated out of which only 15% of the
entrepreneurs  were  lucky  to  get  education  up  to  graduate  level  with
some of them having diplomas from Technical Institutes. On the whole
100% of the entrepreneurs are educated, 68.33% have got education up
to secondary level and 21.67% were educated up to intermediate level
and 10% of the micro traders reached up to graduation.

Basic education plays a vital role in the human resource development, as
the  educated  entrepreneurs  can  utilize  their  potential  optimally.  This
visible  information  on  micro  enterprises  shows  that  50%  of  the
entrepreneurs are educated up to secondary, intermediate and graduation
level which reveals that these entrepreneurs are more dynamic and can
get rid from becoming a prey to stagnation of skill and knowledge.

Acquisition of Skill 
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Funds may not be a constraint if there are skilled entrepreneurs.  The
major  constraint  to  growth  is  lack  of  human  capital  that  can  absorb
technology and experience.  It is the person, which makes the difference
and not the assets, since assets are only a mean to an end. Expanding
good quality general education will take time; islands of excellence can
be created, if important skills in different disciplines can be developed so
that  the growth rate  can be pushed up through the utilization of this
capital.

As mentioned above human capital formation closely associated with the
education, work, experience and training i.e. both formal and informal
training.  The  informal  training  can  be  distinguished from the  formal
training,  as  it  is  the  productivity  enhancing  occupation  specific
knowledge that is particularly acquired in the form of on job training.
Generally most of the entrepreneurs in micro enterprises acquire their
skill enhancing through on job training.

As  the  productivity  of  the  entrepreneurs  varies  positively  with  the
investment  in  human  capital  i.e.  training  (skill  acquisition),  the  data
collected for  this  specific  purpose reveals  positive  signs,  as  many as
97.22% of the micro entrepreneurs were trained very particularly out of
which  89.44%  of  the  entrepreneurs  had  informal  training  and  only
7.78% had acquired training from particular Institutes.

Acquisition of Formal and Informal Training (for skill) by the 
Entrepreneurs

Type of Business
Without 
Training

Formal 
Training

Informal 
Training

Total

Furniture 01.67 08.33 90.00 100.00
Manufacturing 03.33 05.00 91.67 100.00
Electric/
electronic/ gas 
appliances

03.33 10.00 86.67 100.00

All Businesses 02.78 07.78 89.44 100.00

The proportion of entrepreneurs who had some kind of training (both
formal and informal) is maximum in furniture sector i.e. 98.33% where
as in manufacturing sector 96.67% of the entrepreneurs have got some
training and in electric/electronic/gas appliances sector 96.67% of the
entrepreneurs are trained.
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Experience  

Beside education and training, experience of the entrepreneurs is another
factor helping them running the enterprise efficiently and successfully.
There is positive relationship between labor productivity and experience;
the  development  of  skill  requires  both  specialization  and experience.
With experience the self-employed in micro enterprises not only learn
new skills quickly but can also improve his old skills.  Hence the role of
experience is quite vital in the improvement of human capital as well as
earnings of the entrepreneurs.

Percentage Distribution of the Entrepreneurs by Experience

Kind of Business Year
2-
4

5-7 8-10 11-13 14-16 17-19 20+ Total

Furniture     
-

15.00 10.00 35.00 20.00 20.00   - 100.00

Manufacturing     
-

30.00    - 30.00 20.00 20.00    - 100.00

Electric/
electronic  /gas
appliances

    
-

20.00 30.00 25.00 25.00     -    - 100.00

All Business     
-

21.67 13.33 30.00 21.67 13.33    - 100.00

Table above confirms that almost 100% of the entrepreneurs in value
added  micro  enterprises  are  experienced  persons  in  their  current
professions with different level as 35% of entrepreneurs have experience
up  to  one  decade,  51.67% up  to  16  years,  and  only  13.33%  of  the
entrepreneurs have experience up to 19 years. In furniture sector 75.00%
of the entrepreneurs,  have more than 10 years  experience.  This  ratio
decreases in manufacturing case where 70% of the entrepreneurs have
more  than  10  years  experience.  In  electric/electronic/gas  appliances
sector ratio of experience to numbers of years fall drastically as it is only
50% of the entrepreneurs who have more than 10 years of experience.

Social Background  

Social background of the entrepreneurs i.e. the education and training of
the father helps to ascertain the inter-generational occupational mobility.
It also determines the growth potential of a micro enterprise as well.

Percentage Distribution of the Entrepreneurs by Father’s Education

Kind of Business Educated Fathers Uneducated Fathers Total
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Furniture 10.00 90.00 100.00
Manufacturing 15.00 85.00 100.00
Electric/ electronic/ gas appliances 20.00 80.00 100.00
All Businesses 15.00 85.00 100.00

The survey conducted reveals  that  the educational  level  of  the father
does not influence the educational level of the entrepreneurs as broadly
speaking only 15% of the entrepreneur’s fathers were educated, and 85%
of the entrepreneurs were brought up by the fathers who were simply
illiterate,  where  as  our  l00.00%  of  the  sample  entrepreneurs  were
educated up to different levels. 

Percentage Distribution of the Entrepreneurs by Family Experience

Kind of Business Experienced Fathers Inexperienced Fathers Total
Furniture 15.00 85.00 100.00
Manufacturing 20.00 80.00 100.00
Electric/electronic/gas 
appliances

10.00 90.00 100.00

All Businesses 15.00 85.00 100.00

Usually the younger generation of a family adopts the family profession
because of their introduction and familiarity of the job. As in most of
cases children remain attached with their fathers as helpers from early
age,  but  the  case  of  micro  enterprises  is  quite  different.  As the  data
collected  shows  that  85.00%  of  the  entrepreneurs  have  not  started
business in the same field where their fathers were trained and engaged
and only 15.00% were in the same fields.

Supplementary Source of Income

Some of the entrepreneurs run more than one business simultaneously to
supplement their income, but this proportion is very small.

Percentage Distribution of the Entrepreneurs by Supplementary 
Source of Income

Kind of Business With Supplementary
Income

Without Supplementary
Income

Total

Furniture 5.00 95.00  100.00
Manufacturing 10.00 93.00  100.00
Electric/ electronic/ gas 
appliances

5.00 95.00  100.00

All Businesses 6.67 93.33                100.00
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The table 4.8 shows that only 6.67% of the entrepreneurs run another
business as a part time activity beside their main occupation.
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