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Abstract 

 

This study aimed to examine how the welfare of street vendors is influenced by 

education, financial capital, geographical distance, and social networks. A mixed-

method approach that combines both quantitative and qualitative methods was 

used. The results showed that the welfare of street vendors is at a low level and 

is simultaneously influenced by education, financial capital, geographical 

distance, and social networks with a determination value of r-square (r2) of 0.783 

or 78.3%. However, there is a need for further and in-depth studies on the 

influence of geographical factors and social networks on the welfare of street 

vendors, especially on geographical factors with a significant influence on 

welfare. 
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INTRODUCTION 

The informal sector has a significant contribution to the economic order, though 

its businesses are not officially registered, irregular, and poorly organized 

(Rothenberg et al., 2016; Stuart et al., 2018). Since the activities of this sector are 

not recorded in the official government statistics or covered by state regulations 

and taxes, it refers to a shadow economy  (Horn, 2018; Mróz, 2018; Rei, 2008). 

Furthermore, it is also referred to as the underground economy because it is 

characterized by limited legal activities (Feige, 1990; Losby et al., 2002; Petrova, 

2018). The informal sector comprises people with a low level of education, 

invalid business license, no specific hours for operating, inappropriately 

organized, and poor business actors (Charmes, 2012; Mitullah, 2003;  Mukherjee, 

2016; Portes et al., 1989; Stuart et al., 2018).  

Although the shadow economy is a source of livelihoods to millions of 

people and represents a “safety net" for most poor individuals and families, the 

adverse effects on the economy and society significantly exceed its positive 

impact (Camacho et al., 2017; Golubovic & Dzunic, 2015). However, it can 

provide a sustainable livelihood for urban communities when appropriately 

managed (Ruzek, 2015).  

The shadow economy has a significant link to the formal sector. For 

instance, it helps in marketing the formal economy's products and sells daily 

household items, such as school supplies, cosmetics, and drinking water 

(Bromley, 1978; Khasnobis et al., 2006). The supply and marketing chain 

stimulates economic growth in urban areas, though the role of Street Vendors is 

not recognized.  

A street vendor is an entrepreneur with sufficient capital for production 

activities and offers goods for sale to the public without a permanent built-up 

structure for transactions. Street vendors are often stationary and occupy spaces 

on the pavements or other public and private spaces. Furthermore, they may be 

mobile and move to different places, carrying their wares on pushcarts or baskets 

(Bhowmik, 2005). They participate in the production and selling of goods and 

services to fulfil the needs of consumers. However, the respective activities occur 

in places that are strategic, economic, and informal environments. 

Like other big cities in Indonesia, Semarang faces the problem of 

urbanization, including many street vendors. They are very observant in utilizing 

the remaining public spaces, such as the sidewalk and a small road shoulder. 

Furthermore, the vendors are good at exploiting opportunities and often consider 

the strategic locations between residential and educational place. This has made 

them creative in utilizing spaces for their activities or hawking wares.  

According to previous studies, educational background, financial 

capital, geographical distance, and social networks significantly influence the 

overall welfare of street vendors, including income (Anggraini, 2019;  Harahap, 

2017; Ifotania, 2010; Nurbaiti & Chotib, 2020; Setyaningsih et al., 2019). 
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Geographically, small business economic actors operate in urban centers with 

high economic value (Utomo et al., 2018). 

This study conceptually examines the welfare of street vendors 

comprehensively. It has a novelty on street vendors since geographical and social 

network factors have not been used as a variable to examine welfare in Semarang. 

Specifically, this study examines the following problems: 

(1) The welfare of street vendors in Semarang. 

(2) The influence of education, financial capital, geographical distance, and 

social networks on the street vendors' welfare in Semarang. 

 

LITERATURE REVIEW 
Urbanization affects urban economic development (Rakhmatulloh et al., 2018). 

For instance, it has led to various informal sectors in Semarang city, with most 

immigrants selling food. The street vendors who sell food are called culinary 

street vendors and are found throughout Semarang. The rapid development of this 

metropolitan city has attracted street vendors currently scattered in the sub-

districts. Both organized and unorganized street vendors occupy the public 

spaces. In general, the number of unorganized vendors surpasses the organized. 

According to Syariffuddin et al. (2017), 78% of vendors in Semarang are 

unorganized, and their number has significantly increased in the last ten years. 

Mobile street vendors usually use cars and three-wheeled or two-wheeled 

motorbikes found throughout the city. Essentially, they are significantly 

increasing due to their high mobility and can be found on the roadsides in almost 

all public spaces. They sell different kinds of vegetables, bread, snacks, drinks, 

fruits, rice, cooking oil, spices, other household necessities, clothes, credit for 

cellphones, motorcycle tires, satellite dishes, and plants.  

Welfare is the goal pursued by street vendors, though difficult to 

achieve. It is significantly affected by various factors, including education, 

geographical distance, business capital, and social capital. Furthermore, it is 

affected by government policies or districts because of operating in the public 

spaces (Bromley, 2000). It is vital to examine the link between government policy 

and the welfare of street vendors, focusing on the concept of a prosperous 

country. This concept clarifies the kind of welfare state model that the Indonesian 

government implemented. The policies on survival and the welfare of street 

vendors are influenced by what the government considers. There are many 

approaches, paradigms, and welfare models applied by the government to 

organize people's lives. 

The basic idea of the welfare state model comes from the strategy of 

managing resources for the welfare of the people and includes the liberal, 

corporatist, and democratic aspects (Andersen, 2012). The United States adopts 

the liberal welfare state model to formulate policies that allow people to obtain 

social insurance benefits, establish social safety nets, and care for the poor. 
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Moreover, this model was adopted by Germany to provide social insurance 

benefits to the public concerning work and income. In Sweden, it stipulates that 

social assistance is the mutual responsibility of both citizens and the state. 

 The government can improve the welfare of the people through social 

policies. Social welfare is conceived in three elements: how social problems are 

managed, needs to be met, and opportunities for advancement (Midgley, 1999). 

These three elements apply to individuals, families, groups, and communities. 

The government is responsible for increasing income through 

investments both in the country and abroad. In general, investments, such as 

banking, property, hotels, agriculture, plantations, marine, trade, and oil and gas, 

are in the formal sector. The need for rapid economic growth is the main reason 

the government policies focus more on developing the formal economic sector. 

The informal economic sector, which includes the small or retail trade 

like food and beverage, has not received much attention from the central and 

regional governments. However, the publication of the Presidential Regulation 

(Perpres) No. 125/ 2012 regarding the Coordination of Structuring and 

Empowerment of Street Vendors affects the future of street vendors. The Home 

Affairs Ministry Regulation (Permendagri) No. 41/ 2012 regarding the 

Guidelines for Structuring and Empowering of Street Vendors has also shifted 

government attention to registered or official street vendors than the unregistered 

ones. Nilakusmawati, D. P. E., Susilawati, M., & Wall, G. (2019) stated "the 

policy of empowerment of the program of street vendors by the government is 

not optimal". This is indicated by the number of unregistered vendors relocated 

or evicted from their selling places. 

Social policies related to social welfare services should guarantee rights 

to all citizens, including the welfare of the street vendors. Therefore, the policies 

taken are not partially organized but comprehensively and empower street 

vendors by involving the state and society. They activate social welfare 

institutions by following the basis of the state philosophy, Pancasila. 

Mostly, the previous studies focused on the influence of education, 

financial capital, geographic distance, and social networks on business success, 

also street vendors' welfare. These include knowledge and education influence on 

the success of informal sector traders (Karondo & Tumaini, 2021; Nirathron, 

2006a). The effects of financial capital on the business continuity of street 

vendors (Gatere, 2016; Marliati, 2020), and the use of public space (geographic 

factors), and the survival of street vendors (Winter, 2017). In general, food 

vendors mostly sell near housing, transportation hubs, and workplaces (Rosales 

Chavez et al., 2021). Social networks also play an important role in determining 

the success and welfare of street vendors (El-Azzazy, 2019; Kebede, 2015; 

Mramba, 2015). Although several studies have been conducted on the welfare of 

street vendors (Giraldo et al., 2020; Nilakusmawati, D. P. E., Susilawati, M., & 

Wall, 2019), most of them did not focus on essential variables, such as education, 
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capital, and social networks. Specifically, they mainly focused on the partial 

relationship between variables. This study bridges the existing gap by focusing 

on education, financial capital, geographical distance, and social networks, the 

variables that influence the welfare of street vendors. 

 

RESEARCH METHOD 
This study used a sequential exploratory design and mixed methods that combine 

quantitative and qualitative to obtain complete, valid, reliable, and objective data  

(Creswell, 2014). A qualitative approach was used to describe the welfare of 

street vendors in Semarang (RQ1). In contrast, the effect of education, financial 

capital, geographical distance, and social network on the welfare of street vendors 

in Semarang (RQ2) was examined quantitatively. The unit of analysis is the street 

vendors trading in 13 study locations, as shown in Figure 1. 

 

 
Figure 1. Distribution of Research Analysis Units 

 

The sample was selected randomly by examining the proportion of the 

study location. A sample of 598 (rounded up to 600) was obtained from a 

population of 6000 with an error level of 1%. This included the Culinary and 

Non-Culinary Street vendors who traded in the respective locations for at least 1 

year. Furthermore, the 13 study locations were selected based on the number of 

streets vendors. The largest samples were taken at the Simpang Lima 

Roundabout, Kokrosono Street, and Waru Street. 

Interviews and observation were used to collect qualitative data, while 

questionnaires were utilized to obtain quantitative data by giving respondents a 

set of questions or written statements. There was a questionnaire with five mains 

variables, including education, financial capital, geographical distance, and social 

networks as independent variables and the welfare of street vendors as the 

dependent variable. Moreover, the data validity test was conducted through 

informant reviews and triangulation of the sources. 
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The qualitative data analysis techniques were used to answer the first 

problem (RQ 1) and included data condensation, display, and drawing and 

verifying conclusions (Miles et al., 2014). Similarly, quantitative analysis 

techniques were used to answer the second problem (RQ 2) with independent and 

dependent variables. Specifically, the independent variables influence the 

dependent variable, including education, financial capital, geographical distance, 

and social networks symbolized as X1, X2, X3, and X4. Contrastingly, the 

dependent variable was the welfare of the street vendors, symbolized as Y. The 

statistical analysis technique used was the multiple linear regression test. Before 

this test, linearity and significance were examined. The following formula was 

used to perform a multiple linear regression test. 

Y = α + β1 X2 + β2 X2 + βn Xn  

Description: 

Y = Dependent variable or response. 

X = Independent variable or predictor. 

α = Constant. 

β = Slope or estimate coefficient. 

Test rules significance: 

a.F count ≥ F table with a significant level of 5% (0.05), then Ho is rejected.  

b. F count ≤ F table with a significant level of 5% (0.05), Ho is accepted. 

In calculating the regression test, researchers used the help of the SPSS program.  

 

RESULTS 
The Social Welfare of Street Vendors in Semarang 
The social welfare related to the street vendors is interpreted as a condition where 

life necessities are met, including clothing, shelter, food, health, and interacting 

with the environment to improve their living standards. Social welfare is 

examined based on several indicators, including assets owned, savings of money 

deposit institutions, such as banks and cooperatives, investment ownership like 

deposits, gold investment, property business, securities, and investing in 

cooperatives/CV/PT/other joint ventures. The results show that the assets owned 

by street vendors in Semarang are categorized as shown in Figure 2 below. 

 
Figure 2. The welfare of PKL in Semarang City based on Total Assets Owned 

Source: Primary Data Processed, 2020 
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The street vendors in Semarang are classified into five main categories. 

The dominant category was for vendors with total assets of less than or equal to 

(≤) IDR 50,000,000.00, specifically 257 (43%) respondents. Second, 158 (26%) 

had total assets of >IDR 50,000,000 - ≤IDR 150,000,000.00. Third, 120 (20%) 

had total assets of> IDR 150,000,000.00 - IDR 300,000,000.00. The fourth was 

a category had 65 (11%) respondents with total assets worth >IDR 

300,000,000.00 - ≤IDR 600,000,000.00. The las category had individuals with 

total assets worth more than (>) IDR 600,000,000.00. 

The ownership of a certain amount of money saved in money-saving 

institutions, such as banks and cooperatives, was also used to examine the welfare 

of the vendors. In this regard, vendors were also divided into five distinct 

categories. The first had 238 respondents (40%) without any savings, while the 

second one had 256 (43%) with savings of less than or equal to (≤) IDR 

10,000,000. The third category had savings of >IDR 10,000,000.00 - ≤ IDR 

30,000,000.00, specifically 69 (12%). The fourth one had 14 (2%) respondents 

with savings of >IDR 30,000,000.00 - ≤ IDR 50,000,000.00. The fifth category 

had 23 (4%) vendors with savings of more than (>) IDR 50,000,000.00.  

The ownership of investments such as deposits, gold investment, 

property business, securities, stock investment in cooperatives/CV/PT/other joint 

ventures was also considered. A total of 547 respondents (91%) did not have any 

investment in the form of deposits, gold investment, property business, or other 

forms. Only 53 (9%) had 1 type of investment. 

Based on the indicators of assets, total savings, and investment, street 

vendors had a low level of welfare. The data obtained showed that 43% had total 

assets less than or equal to (≤) IDR 50,000,000, while 40% had no savings. 

Furthermore, 43% had savings of less than or equal to (≤) IDR 10,000,000, while 

91% did not have any investments in deposits, gold, property business, or other 

forms of property. 

 

The Influence of Education, Financial Capital, Geographical Distance, and 

Social Networking on the Social Welfare of Street Vendors in Semarang 
The data obtained were analyzed using IBM SPSS data processing software, with 

the social network, geographical distance, education, and financial capital as 

independent variables. The dependent variable was the welfare of the street 

vendors.  

The statistical data processing showed that the correlation value (R) was 

0.885. This was the percentage of the influence of the independent variable on 

the dependent one, also called the coefficient of determination (R2). Specifically, 

the coefficient of determination (R2) was 0.783. This means that the independent 

variables, including social networks, geographical distance, education, and 

financial capital, influenced 78.3% of the dependent variable. The remaining 
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21.8% was influenced by other factors outside the X variable to make the value 

of e to be = 100% -R2 = 100% - 78.3% = 21, 8%. 

 
Table 1. Model Summary 

Model R R Square Adjusted R 

Square 

Std. Error of 

the Estimate 

1 .885a .783       .782 .4266 

a. Predictors: (Constant), Social Network, Distance_Geography, Education, 

Financial Capital 

Source: Primary Data Processed through SPSS, 2020 

 

The statistical calculations show that the calculated F value was 

536.678, while the significance of probability was 0.00, smaller than 0.050. 

Therefore, education, financial capital, geographical distance, and social 

networks simultaneously influenced the welfare of street vendors. 

From table 2, the regression equation of Y = ß0 + ß1 + ß2 + ß3 + ß4 + 

ɛ or Y = 2.143 + 0.302X1 + 0.229X2 + 0.232X3 + 0.075X4 + e was obtained. 

There was a constant of 2.143 and 0.302 as the coefficient of the effect of 

education (X1) on the Street Vendors Welfare. Furthermore, the regression 

coefficient of the effect of financial capital (X2) on Street Vendors Welfare was 

0.229, while geographical distance (X3) on Street Vendors Welfare was 0.232. 

The influence of Social Networks (X4) on Street Vendors Welfare was 0.075. 

 
Table 2. Coefficients 

Model 
Unstandardized 

Coefficients 

Standardized 

Coefficients 
t Sig. 

1  B Standard Error Beta   

(Constant) 2.143 .143  15.005 .000 

Education   .032 .024 .359 12.519 .000 

Financial 

Capital 

  .229 .027 .291 8.471 .000 

Geographic 

Distance 

  .232 .019 .290 12.251 .000 

Social 

Network 

  .075 .017 .115 4.385 .000 

a. Dependent variable: Welfare 
Source: Primary Data Processed through SPSS, 2020 

 

The t value for education (X1) was 12.519 with a significance value of 

0.000, smaller than 0.050. Therefore, education (X1) partially or individually 

influences the welfare of the street vendors. The t value for financial capital (X2) 

was 8.471 with a significance value of 0.00, smaller than 0.050. This means that 

financial capital (X2) partially or individually influences the welfare of the street 

vendors. 
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The t value for geographical distance (X3) was 12.251 with a 

significance value of 0.00, smaller than 0.050. Therefore, the geographical 

distance (X3) partially or individually affects street vendors' welfare. The t value 

for social networks (X4) was 4.385 with a significance value of 0.00, less than 

0.050, meaning that social networks (X4) partially or individually affect the 

welfare of street vendors. 

In the regression analysis output, the beta value of education was 0.359 

while financial capital had 0.291. Furthermore, the geographical distance beta 

value was 0.290, while the social network had 0.115. Therefore, education (X1) 

had the highest beta value and significantly influenced the welfare of street 

vendors. 

 

DISCUSSION 
According to most government officials, street vendors are part of the informal 

sector that interferes with the beauty of the city (Batréau & Bonnet, 2015; Racaud 

et al., 2018). Furthermore, they create unfair competition for more established 

shop owners and reduce their profits by offering pirated and counterfeit goods 

(Forkuor et al., 2017). Some governments, such as Bangkok and Thailand, allow 

street vendors to run their businesses (Kusakabe, 2006). In Bangkok, they have 

developed as an economic entity and have succeeded in reducing poverty 

(Nirathron, 2006b). 

Urbanization increases land values and economic growth and 

development (Marzuki & Jais, 2020). For this reason, most public spaces are 

occupied by traders, a major problem in developing countries (Brown, 2006). 

Generally, street vendors use public spaces to trade and market their products and 

have a significant turnover. In the last ten years, many traders with substantial 

capital have been realized in cities. The number of small traders continues to 

surge because their merchandise is often sold quickly. 

The potential of street vendors and the entire informal sector cannot be 

underestimated. For instance, it offers employment opportunities and absorbs the 

workforce not accommodated in the formal sector (Cuevas et al., 2009; Tichelaar, 

2015). The formal sector is pressured to provide decent wages and working 

conditions, promoting the informal sector (Nazara, 2010). Furthermore, the 

informal sector makes a positive contribution that enables the formal sector to 

survive by distributing goods (Mcintyre-mills & Romm, 2019). It is also a “safety 

haven” for the unskilled and poorly educated urban residents because it provides 

alternative sources of income, contributing to their survival. 

Most street vendors come from the middle- and lower-class groups of 

society. During the Covid-19 pandemic, most business people went to the streets 

to market their products. The Pizza Huts businessmen and several bakers sent 

marketers to the roadsides to enhance access to buyers. PT. Telekomunikasi 

Indonesia (Telkom) also sends marketers to the streets to pick potential buyers. 



Eko Handoyo, Tutik Wijayanti 

The Factors Affecting the Welfare of Street Vendors in Indonesia 

© 2021 by MIP 240 

This study showed that education, financial capital, geographical 

distance, and social networks influence the welfare of street vendors. Therefore, 

these individuals fight for their welfare because they have an entrepreneurial 

ethos and unyielding spirit. However, the welfare gains tend to be higher in case 

the government, through the pro-people policies, provides opportunities for them 

to run their business. These include issuing regulations that provide room for 

movement and empowerment as economic entities. The city government should 

prepare the areas that are accessible to the community for street vendors to trade 

safely and comfortably. 

In case the land in urban areas is no longer usable, the city government 

should cooperate with investors from the formal sector to allow street vendors to 

trade in their places. Suppose this is not possible because the city is overcrowded, 

the government should regulate and organize existing public spaces to be used by 

the street vendors. This is in line with Roever & Skinner (2016), which stated that 

the poor urban residents, specifically street vendors, need to access the public 

spaces to run their businesses seamlessly. Additionally, government policies 

favoring street vendors will help to maintain their livelihoods sustainably (Assan 

& Chambers, 2014; Milgram, 2011; Patel et al., 2014; Timalsina, 2011; Uwitije, 

2016). 

 

CONCLUSIONS 
This study established that street vendors in Semarang city: (1) have low welfare 

even though they can meet their daily living needs, (2) simultaneously welfare is 

affected by the education, financial capital, geographical distance, and social 

network. Therefore, the government should formulate appropriate policies  that 

promote the survival of street vendors. Access to public spaces and institutions 

that are beneficial for a sustainable future of street vendors should be encouraged. 

Geographical factors and social networks have a positive effect on the welfare of 

street vendors, so further and in-depth studies are needed on the influence of 

geographic factors and social networks on the welfare of street vendors.  
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