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. Global small firm diaries

A global research initiative to understand low-

income small firms—businesses with 1-20 paid
workers

Visit www.smallfirmdiaries.org.



http://www.smallfirmdiaries.org/

small firm
DIARIES

NIGERIA (161 firms)

UNITED STATES
. ETHIOPIA (128 firms)
(2 80 firms Pl FLJI (46 firms)

¥ &
b Nt g

%

COLOMBIA (122 firms
© 30 firms

KENYA (155 firms)
€ 30 firms INDONESIA (162 firms)

e+ Data collection ongoing




. WHAT IS A SMALL FIRM?

World Bank/ ILO/ OECD “MSME”
0-300 workers

USA “Small Business”
0-500 workers

Microenterprises “Managerial Large
Sole proprietorships/ _ Firms” | 500+

No paid workers | 1-20 paid workers | 20-499

/\

Sample:

Firms in low income, urban/ peri-urban areas

Manufacturing, agri-processing, and services (no retail)




2021-2023: Colombia, Nigeria, Kenya, Ethiopia, Indonesia, and Fiji

Locally-hired field researchers, weekly visits, for one year

Focus on firm behavior, constraints, and job quality in small
businesses

Quantitative cash flow data: all revenue and expenses, including
payments to workers

One-time surveys on firm history, record-keeping, decision-making,
business practices, risk, competition, time use, strategy, aspirations,
technology use, financial tools, and more.

Complement to World Bank, ILO, and other large firm/worker surveys



Il Monthly Revenue [ Monthly Operating Margin

Colombia
$78,084 /year

Nigeria $23,040 /year

Kenyo $24,564 /year

thiopic r

indonesia F $56,148 /year

International-$ at January 2023 prices



In the life of the lower grades
of labour there is a worse
thing than low wages—that is
irregular employment.

John Hobson, 1891

Problems of Poverty: An Inquiry Into the
Industrial Condition of the Poor.




Informal
micro-
enterprise:

Entrepreneur is
on their own.

Bears all risk

Small firm?

Large firm:

Steady work and
wages.

Entrepreneur
bears risk, not
workers



Volatile revenue
from month to
month

Median monthly CVs
for the global sample

Revenue 54

Expenses 62

Compared to the broader sample, this firm has slightly more
volatile revenue (.75), and slightly less volatile expenses (.34).

Shoe Manufacturer, Monthly Cash Flows
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Unlike many microenterprises which tend, by necessity, to closely match expenses with
revenue, we see in looking at the cash flows of individual small firms that they have
some ability to break the close connection between spending and earning—that is, to
spend in anticipation of future earnings, or cushion a downturn without incurring
permanent damage. This shoe manufacturer, for example, is able to run for four months
with significantly negative operating margins.



FIRM-LEVEL VOLATILITY

Volatile margins
and liquidity
constraints

~— Expense =— Revenue -— Margin

Figures are expressed in international-$ at
January 2023 prices
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Unsteady
work,
unsteady pay

Payments per worker at an agro-processor in Bandung, Indonesia

— Worker 1 —Worker 2 Worker 3 =—Worker 4

Figures are expressed in international-$ at January 2023 prices to account for inflation and differences in the
cost of living between countries.



W Avg # Workers Reported at Intake [l Avg # Workers Paid / Year [l Avg # Workers Paid / Month

More workers
in total than on
average by
month

Nigeria Indonesia




Unsteady
work

In Nigeria and Colombia, just over 20% of workers were paid for 8 or
more months during the study, respectively. In Kenya and Indonesia,
many firms had one key worker who was paid in at least 8 months of
the study (49% and 43%, respectively, of workers were paid at least 8
months).

% of workers paid by number of months paid

[l Paid 1 to 7 months out of 10 [ Paid 8 or more months out of 10
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Unsteady pay

Even long-term workers, which make up about 30% of the global
sample, typically saw their pay vary sharply

Fijian data here differs from the norm because Fijian firms had fewer
workers and more frequently closed. Only 4% of Fijian firms had
employees who were paid more than 8 months out of the study.

Coefficient of Variation (CV) for shorter vs longer-term workers

@ Paid 3 to 7 months out of 10 @ Paid 8 or more months out of 10

Colombia O L
Nigeria O [
Kenya 0 o
Ethiopia O 0
Indonesia O [ J

Fiji
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1 Line of Work, 1 Employer
Payers: Only Employers
Woarkers: 71

1 employer, 1 job: 43%

2+ Lines of Wark, 1 Employer
Payers: More than One Type
Waorkers: 34

1 employer, 2 jobs: 26%

1 Line of Work, 2+
Emplayers
Fayers: Gnly Employars
Workers: 11

1Line of Waork, 2+ Employers
Payers: More than Cre Type
Workers: 18

1 Line of Work, 1 Employer
Payers: Only Customers
Waorkers: 12

Paid by
customers: 7%




Struggles to
meet basic
needs

Employee household lacked money to
meet basic needs during the study

A child in the employee household did
not eat enough in the week prior

Global

Colombia
Nigeria
Kenya
Ethiopia

Indonesia

47%

32%

57%

68%

38%

39%

24%

33%

49%

22%

4%

10%
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I FIRMS’ INSTABILITY + ILLIQUIDITY > WORKERS

Difficult to
pay workers
during
downturns

Hiring
and firing
to cope
with ups
and
downs

Workers paid daily wages
or piece rates
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. FIRMS’ INSTABILITY + ILLIQUIDITY —> WORKERS

« Risk and volatility partly shifted to
workers’ shoulders

* Trust deficit with workers

* Workers less willing to invest
time/effort in firm

e Harder to hire quality workers

* Low level equilibrium?

18



Informal
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