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0. ������� ��������� -�� ����� ����� ��� - ����� ������� ����� ���.1.�� ����
'-����������� 2������ �������1� '-����� ��
��� ������������ ������� !3������%
��� ����� -� ���.�� ��������� �
���� -��������� )�� ����� �� �.�.���� 
�������
������ ������� ��������� ���
� ������ 3����� ��.��. 
��������������

4�� ��.� �������� ����� ���� ������� ���.���� �� �������
� �������� � ���(
������ 5�.��.�
� ��.�.6��� ������� ������� ��������� 2���(	�
����� ������� ���
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5�.��.�
� ��.�. ���/������ ���'������ ������ ������� 	� 7�������6���� 5
��
�.�.� 	�
��� ���� �� '���������� 8���� 7������ 9 	�
���6��� ������� 7�������
9 5�.��.�
� ��.�.6���� ������ ���.���� ������������ 	�
���6�� �������� 3���
'��������� 5�.��.�
� ��.�.6��� ����������� ��.��. ���.����� �� ����������
3��� -�� ������������

	�7�������� 	�
��� �� 5�.��.�
� ��.�. ���� ��� -��������� 7�������(	�
���
�������� �������� ����
������ 	�
���6��� 7�������6�� ��������������� ��1�.��� ��(
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���6�� '-���������� 7�������6� ���
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�������� !�����% ���� ���������� 
���������� ��� �� �� ������������ ��������� ��(
1�� ��� �����(��
��� ��� ����� �
����� ������� �������1�� ���/������ ���'��������
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����������

'��������� ����� 3
��������� �������� �-���� ���� ������� 2�� � �
.�.� ��� �����(
��� 
���������� ����� 3
��������� �������� ���� -��
������ ����� ���������
��� �� ��� ��
��1� ������ ����.�. ���������� �- ��������� !������ $:��%� ,�(
�.� ������ "����
 ����� ������� 
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Abstract

The concentration of wealth in the United States has reached its high-
est level ever, equal to what it was on the eve of World War I. The
wealthy maintain their wealth - sheltering it from confiscation via tax-
ation - mainly through ideological means. Influencing politics directly
through campaign financing and lobbying are important, but probably
less important than the creation of pro-capitalist ideology among vot-
ers, which occurs through myriad means. The polarization in the US
Congress has followed closely, over the past 200 years, the polarization
of wealth. As the top 1% become ever wealthier, they expend more re-
sources attempting to prevent Congress from confiscating their wealth,
which probably explains the ever-rightward movement of the US Repub-
lican Party.

Keywords: Income distribution, politics, capital

1 Introduction

According to the evidence presented by Saez and Zucman (2014), the wealth
shares of families in the United States has dramatically changed over the period
1978-2013. For example, the wealth share of the top 0.01%, which was 2.2%
in 1978, reached to 11% in 2013. The share of top 10% was 67% in 1978 and
77% in 2013. As of the top 1%, the figures are 23% in 1978 and 42% in 2013.

∗E-mail: john.roemer@yale.edu,
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In 2013, there were 160.7 million families in the US; the top 0.01% comprises
16,070 families. On average, these super-wealthy families are 1100 times as
wealthy as the average family. In 1978, the average family in the top 0.01%
was ’only’ 220 times as wealthy as the average family. In 2012, the average
family wealth of the bottom 90% of the wealth distribution was $80,000 (2012
dollars); the average family wealth of the top 1% was $14,000,000. It follows
that average family wealth in the US in 2012 was $212,000. Average household
income was about $51,000, so the capital/income ratio in the US, a concept
popularized by Piketty (2014), was approximately 4.1.

The average savings rate of the top 1% is currently about 40%. The average
savings rate of the bottom 90% became negative in 1997, and has only recently
risen to about zero, as a consequence of deleveraging following the financial
crisis. This savings-rate differential accounts for the massive differences in
income from capital of the bottom 90% and the top 1% over this period, and
hence of the divergence of their wealth positions.

Figure 1: Wealth shares, US, top centile, and 90-99% cohort (Source: Saez and
Zucman (2014))

The figure (1) from Saez and Zucman (2014), shows the history of wealth
concentration in the century beginning in 1913 in the US, for two groups, the
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top 1% and the 90-99% cohort. Note that the share of the latter cohort has
been roughly constant over the century, while the share of the top 1% has been
volatile. Indeed, the Great Depression and the two world wars destroyed, to a
large extent, the wealth of the top 1%, which has only recently recuperated to
its pre-world-war-one share. The 90-99% cohort, the upper middle class, who
comprise managerial and well-paid white collar workers, were not so severely
hit by either the depression or the world wars: while unemployment increased
massively in the 1930s, members of this cohort remained, in the main, em-
ployed.

Figure (2) presents a measure of congressional polarization during the twen-
tieth century.

Figure 2: Party polarization in the US House (solid line) and Senate (dashed
line) in the period 1880-2005. (McCarty, Poole, and Rosenthal (2007))

The similarity of the dynamics of top 1%’s wealth share and the degree of
party polarization is remarkable. My conjecture is that the former causes the
latter. As the wealth of the very top of the distribution increases, these families
devote increasingly large amounts of wealth to activities whose purpose is to
protect their wealth from confiscation, principally through taxation. Thus,
marginal income tax rates at the top of the income distribution have fallen
dramatically in the United States since the 1960s. (In 1964, the top marginal
rate was 77%; today, it is 39.6%.) One consequence of these efforts to protect
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wealth is the support, by the very wealthy, of very conservative politicians,
leading to political polarization. The polarization of wealth is reflected in
polarization in the legislature.

2 Ideology and Distribution of Income

The expenditures of the very wealthy incurred to protect their wealth from
confiscation through taxation are only partially explained by their contributions
to political campaigns and lobbying. Of far more importance, I believe, is the
formation of a public ideology that supports the accumulation of private wealth,
and therefore, of very high incomes at the top of the income distribution.
Building this ideology in the United States has involved two strategies: first,
arguing that high incomes and wealth accumulation for and by the few are the
engine of economic growth, and hence the increased welfare of the many, and
second, arguing that, in any case, collection of wealth through taxation and its
control by the state would be disastrous because of state incompetence. It is
now common for conservative American economists to argue that the marginal
productivity of government expenditures is zero.

Indeed, as the data become more available, which show that almost all the
growth of incomes in the past quarter century has gone to those in the top 1% of
the income distribution, the ’trickle-down’ argument becomes very difficult to
maintain. (In the period 1986-2012, the average annual growth rate of wealth
of the bottom 90% was 0.1%, while the average annual growth rate of wealth
of the top 1% was 3.9%. These numbers imply that over the 26 year period,
the real wealth of the bottom 90% increased 2.6%, while the real wealth of
the top 1% increased 170%!) Thus, it has become increasingly important to
strengthen the argument of state incompetence, and indeed we observe that
this has occurred over time.

In other words, to protect wealth, it is probably at least as important to win
over the minds of voters as to place the right politicians in office with electoral
manipulation through campaign financing. The expenditures on political cam-
paigns and lobbying by the very wealthy only affect the political mechanism
at the point most proximate to legislation. Just as it is of key importance to
educate a child very early, it is critical to influence the political process at its
beginning, at the locus of the formation of voter preferences.

How is this ideological work carried out? I believe largely through the
media, education, and the occasional charismatic political figure. The most
important charismatic politician of the last generation was Ronald Reagan,
who constantly and effectively argued for the laissez-faire capitalist economic



John E. Roemer 41

mechanism, and also for the incompetence of the state as an economic player.
Even though reactionary politicians today, like Congressman Paul Ryan and
Senator Ted Cruz, advocate positions that are far to the right of what will
be implemented through legislation, their political status endows their views
with significant respectability; the very presentation of Ryan’s proposed federal
budget, which would cut back massively federal expenditures benefiting the
poor and middle classes, and reduce taxes on the wealthy, pushes the median
ideological view to the right. The clearest example of the role of media is
the emergence of News Corporation, owner of Fox News, as the second-largest
media group in the world in 2011. Fox News is the most popular television
news program in the United States, and its political posture is far to the right.
Media advertising has, as well, a conservative effect on voters, as ads often
picture the ’typical family’ as one of the upper-middle class, surrounded by
their consumer goods. This false picture of reality surely induces the view
that, first, Americans are much better off than most of them actually are, and
second, that material wealth is accessible to all in the land of opportunity. The
role of education in transmitting values to youth is complex: the key point here
is that the views of teachers are critical, and these evolve in the context of the
media, politics, and their own education and experience.

One institution that is of significant importance in political influence, the
media, and education is the right-wing think tank. These research institutes,
of which there are a sizable number, do ‘research’ to support the view that
laissez-faire capitalism is an optimal system and that the state is inefficient,
which they propagate to politicians and the media1. The first such think tanks
were created in the 1930s, but they proliferated in the 1970s.

It must be noted, however, that it does not always require money to create
pro-capitalist ideology. As Karl Marx wrote, every economic and political
system creates a superstructure, a set of laws and an ideology that support the
economic structure. The mechanisms through which this occurs are various. I
have here been discussing the deliberate creation of ideology by the wealthy, but
there is as well an autonomous, perhaps evolutionary process, whereby ideas
that are in synch with the logic of the economic mechanism proliferate, and
ideas that are inimical to it are frustrated, and can only survive with nurturing
and conscious sustenance from those who would benefit from them. There is
doubtless a process of cognitive dissonance that is important on the individual
level: it is easier to believe ideas that imply one should go along with things as

1Some of the most prominent conservative think tanks are the Heritage Foundation, Cato
Institute, American Enterprise Institute, Ashbrook Center, Competitive Enterprise Institute,
Hoover Institution, and the Manhattan Institute.
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they are, than ideas that push one to fight the status quo. Thus, the struggle
to control the concentration of wealth and power not only must confront the
deliberate strategies that the very wealthy design, but also must counteract the
natural evolution of ideas that favor the dominant form of property relations.

Nevertheless, the natural evolution of a superstructure supporting the ex-
treme concentration of wealth, and the use of the two strategies of the wealthy
(propaganda and political finance) turn out to be insufficient for the task at
hand, and they are bolstered by a third strategy in the United States, the
exploitation and fomenting of racism in the polity. Since the 1960s, the Repub-
lican Party has exploited a ‘southern strategy’ to maintain its vote share. We
do not much distort reality if we view US politics in this period as focusing on
two issues, taxation and race. The tax issue involves, principally, the level of
taxation and government financed services, and the race issue involves integra-
tion, voting rights, educational spending on compensatory education, prison
and police policies, and immigration. The salience of the ‘race issue’ for voters
has made it possible for the Republican Party to maintain an approximately
50% vote share in national presidential elections, while simultaneously advo-
cating tax policies that are in the economic interest of only the very top of the
income and wealth distribution. In a word, many white voters in the US vote
Republican not because of the party’s economic policies, but despite these, be-
cause they loathe the anti-racist policies that have become associated with the
Democratic Party since the Civil Rights Movement. This is most dramatically
seen in southern states like Alabama (Obama’s 2012 white vote share: 15%)
and Mississippi (10%). In the 2012 election, over 70% of each minority group
(black, Asian, Hispanic) voted for Obama.

Thus, not only does conservative ideology maintain that extreme wealth
accumulation raises all boats, and that, in any case, confiscation of wealth
through taxation would be useless because of the incompetence of the state,
but also the economic/tax issue is bundled with the race issue, to accrue votes
from a sizable racist section of the polity in the country.2

Consider the Tea Party phenomenon. Most of the very wealthy do not
support the crazy policies of the Tea Party, policies that are too extreme. Nev-
ertheless, it is valuable to have a segment of the Republican Party advocate
these views, as it helps polarize congressional politics, and prevent the passage

2Lee and Roemer (2006) constructed a political model of party competition over this two-
dimensional policy space, and argued that the equilibrium tax rate would be on the order
of ten percentage points higher, were the US polity not infected with racism. About half of
this number was due to the ‘anti-solidarity’ effect, that many white voters do not want to
support transfers to the poor, whom they think are primarily black, and half is due to the
‘policy bundle’ effect, that racist policies in the election are bundled with low-tax policies.
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of legislation which, although more moderate, would decrease the rate of ac-
cumulation of wealth at the top of the distribution. I conjecture that the Tea
Party began as a racist, grass-roots movement, but it has been sustained by
the financing from the very wealthy. Had the Tea Party emerged fifty years
ago, it would have rapidly withered away, due to lack of financing. The very
wealthy find the Tea Party useful as part of a divide-and-conquer strategy.

3 Conclusion

Mao Zedong wrote that power comes out of the barrel of a gun. This was
probably the right aphorism in pre-revolutionary China. Today, in the United
States, police power and the prisons are used to control the poorest and most
volatile part of the population. But it is not correct to say that power comes
primarily from guns: it is exercised through wealth that is in part used to
preserve itself through ideological means. Bending the perceptions and ideas
of the polity so as to permit the accumulation of a vast concentration of wealth
is a more subtle undertaking than controlling a population through martial law,
but it is probably a more efficient strategy. In any case, political democracy is a
deeply held ideological view in the advanced capitalist countries, and protection
of wealth through dictatorship and guns would encounter huge resistance. (The
trajectory of authoritarian control in China will be extremely interesting to
watch, as China becomes a richer and more educated country.)

Even the Occupy movement, miniscule in terms of numbers, had a percep-
tible effect on public consciousness of inequality and the extremes of wealth
concentration. This suggests that if a social movement attacking the con-
centration of wealth reaches a certain critical mass, it will grow rapidly, and
potentially will have significant political consequences. If this occurs, it will
be a new historical phenomenon. As Piketty (2014) century was due to the
three conflagrations mentioned earlier, not to a mass social movement. Must
we await another conflagration in this century, or can we organize instead?
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Abstract

Using micro data from TurkStat’s 2000, 2006, and 2012 Household
Labor Force Surveys, we examine the recent trends in informal employ-
ment in Turkey. Our descriptive analysis of the incidence of informal
employment across broad categories such as sectors, occupations, and
age groups is followed by an econometric exercise which aims to uncover
the main determinants of informality status. We find that the gender
difference in the rate of informality is present even when the sectoral
composition of employment is controlled for. Alternative versions of the
empirical model are estimated to assess the idea that the gender differ-
ence has to do with the fact that many women have indirect access to
social security benefits as the insured person’s wife or daughter. While
our findings are in line with this hypothesis, we point to the lack of
survey items that would have been more instrumental in uncovering to
what extent ’indirect access to benefits’ and various government policies
contribute to the persistence of informality.

Keywords: Turkey, Labor market, Informality, Household Labor Force
Survey.

1 Introduction

Despite considerable improvements over the past decade, informality continues
to be a major problem in the Turkish labor market. Informal jobs that do
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not provide any social security (i.e. eligibility for public health services and
retirement payments) are characterized not only by low wages, but also by in-
ferior working conditions that put employees’ health, and even lives, at risk.
In addition to the insufficiency of inspection mechanisms and penal sanctions,
the persistence of informality is mainly believed to be due to various govern-
ment policies that discourage formal employment. Among these are the high
rates of income taxes, social welfare programs which the formally employed
are ineligible for, and frequent tax amnesties granted to employers (Ministry
of Development (2014); (Karadeniz, 2010)). Dissatisfaction with the quality
of services provided by the social security system and the ability of workers
to engage in collusive practices with employers to receive higher wages in ex-
change for unpaid social security premiums are also cited among factors that
contribute to the high incidence of informality (Dereli, 2007).

The purpose of this paper is to examine the recent trends in informal em-
ployment in Turkey to uncover how this phenomenon relates with key factors
such as the worker’s level of education and the sector of employment. We
also focus on gender differences in the prevalence of informal employment and
observe whether these differences disappear once compositional factors are ac-
counted for. The data sources for our empirical work are the 2000, 2006,
and 2012 Household Labor Force Surveys (HLFS) conducted by the Turkish
Statistical Institute (TurkStat). Micro data from these surveys allow us to
carry out an individual level analysis that goes beyond what can be gathered
from cross tabulations of informality and broad categories relating to worker
or firm characteristics. Our detailed descriptive analysis of the incidence of
informal employment is followed by the estimation of a multivariate empirical
model with informality status as the dependent variable. The figures presented
throughout the paper are obtained using the expansion factors provided in the
nationally-representative HLFS data sets, so that these ‘weighted’ numbers can
be interpreted as figures that apply to the whole employed population.

We define informal employment based on whether or not a worker is regis-
tered with the Social Security Institution (SGK) in his/her main job. Kan and
Tansel (2014) argue that registration status of the worker is a better measure
of informality in the Turkish labor market than an alternative definition that is
based on enterprise characteristics (such as being a small firm). The Kan and
Tansel paper is also a useful source for a review of publications dealing with
informal employment in Turkey including Aydin, Hısarcıklılar, and Ilkkara-
can (2010), Bulutay and Taştı (2013), Levent, Taştı, and Sezer (2004), Tansel
(1997, 1999, 2001), Togan (2001), and Tunalı and Ercan (1998). Extensive lists
of relevant papers written in Turkish can be found in Ela (2013) and Fidan and
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Genç (2013).
Our period of analysis coincides with important developments in the Turkish

economy. Uçer (2014) argues that Turkey’s macroeconomic journey over the
past decade can be broken down into three periods. The first phase began
with the currency and banking crisis of 2001 and lasted until the global crisis
of 2008. In a period where most macroeconomic indicators improved, inflation
dropped from around 70 percent to single digits. In the aftermath of the
global financial shock, the economy contracted sharply in 2008, but recovery
was quick. However, inflation and the current account deficit (as a percent of
GDP) both remained high, at around 8 percent and 6 percent, respectively,
during the past few years. Üçer believes that, as of 2014, Turkey has entered
a third phase during which the growth rate is smaller and the economy is once
again at the mercy of global developments.

Unfortunately, as in many parts of the world, periods of high economic
growth during the past decade did not bring about equally-impressive im-
provements in employment opportunities. Gürsel (2013) reports that non-
agricultural employment increased by 3 percent per annum between 2003 and
2008 (which might actually be large enough to refute the popular claims of
”jobless growth” of the Turkish economy), and notes that the more recent in-
creases in employment have come from non-productive and low-quality jobs in
agriculture and services.

1.1 Why be concerned about informal employment?

Most papers on informality include a discussion on its consequences at the
macro and micro levels. In an article on the informal economy, which informal
employment is a key element of Mehmet Şimşek (Turkey’s Minister of Finance)
notes that the biggest losers of the informal economy are ordinary citizens.
According to Simsek (2014)

”informality inhibits long-term economic growth and productivity
gains; creates unfair competition; hinders the growth of small and
medium-size enterprises (the main sources of employment); and
leaves millions of workers without basic rights, such as health in-
surance and pensions. It also leads to significant tax-revenue losses,
reducing both the quality and quantity of public services. Income
inequality and social injustice invariably increase as well.”

Having referred to comprehensive plans to reduce the scope of the informal
economy, as a result of which informal employment in Turkey declined by
around 15 percentage points from 2002 to 2013, Şimşek argues that
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”governments should reduce the tax burden, simplify tax systems,
and reduce regulatory compliance costs, while strengthening en-
forcement. Likewise, they should eliminate barriers to competition,
simplify business registration processes, increase the transparency
of public procurement, and improve access to credit.”

Commenting on the developments in informality in the Turkish labor mar-
ket in recent years, Gürsel (2014) also argues that informal employment has
various adverse consequences on economic growth, worker productivity, and
social welfare. Gürsel notes that while some informal workers may have access
to health services through other public coverage schemes, they will not receive
any retirement pensions once they are out of the labor force in their old age.
He also notes that almost 85 percent of informal wage earners are employed by
small enterprises (employing less than 25 workers) where informality is more
common than in larger firms ((Salem, Bensidoun, and Pelek, 2011)). This is
why Gürsel suggests that social security premium subsidies must aim specifi-
cally at small enterprises, and a reform in severance pay systems - which places
a heavy burden especially on low-productivity small firms - must be considered.
Elsewhere, Esen (2014) notes that informal employment harms the sustainabil-
ity of the social security system by diminishing premium and tax gains, and
compels governments to reduce benefits. He argues that the positive trend in
the actuarial balance of the SGK has made it possible for AK Party govern-
ments to expand social insurance benefits and increase healthcare services that
are covered by insurance schemes.

The papers cited above refer to several concrete steps taken by the Turkish
government to combat informal employment. Among these measures are the
partial subsidization of employers’ security premiums (especially in the case of
female employees and workers below the age of 30), elimination of the income-
tax for minimum-wage earners (depending on marital status and number of
children), stricter enforcement of regulations by the SGK, and free-of-charge
complaint phone lines. In addition to these factors, the decline in informal-
ity is in part due to the change in the sectoral composition of the Turkish
work force. The aim of our empirical work is to provide detailed information
on participation and employment patterns to demonstrate how this may have
happened.
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2 Labor Force Participation and Informal Em-
ployment Turkey

The labor force participation, employment, and unemployment rates for Turkey
for the years 2000, 2006, and 2012 are presented in Table (1). Although the
2000 figures are not entirely comparable with the rest due to a revision made
in 2008 by TurkStat in population projections (which involved the revision of
2006 figures as well), these statistics provide important information on the basic
trends in the Turkish labor market. One of the key findings here is that the
overall labor force participation rate has remained around 50 percent, meaning
that 1 out of 2 people in the working ages (i.e. 15 and above) is neither employed
or seeking employment. The labor force participation rates by gender reveal
that the corresponding figures in the male and female subpopulations are 7 out
of 10 and 3 out of 10, respectively. The slight downward trend in male labor
force participation appears to be a result of the relative decline in agricultural
employment.

The three percentage-points increase in the female labor force participation
rate during the 2000-12 period is due to increased participation in urban areas
where the rate went from 17 to 26 percent, in contrast to rural areas where
it declined from 40 to 37 percent. An examination of the labor force partici-
pation rate by the highest level of education completed reveals that much of
the increase in the overall rate comes from the lower levels of schooling. The
majority of high school and university graduates were already in the labor force
to begin with. On the whole, 4 out of 5 higher education graduates are in the
labor force as opposed to 1 out of 2 in the case of regular high school graduates
and 2 out of 3 among vocational high school graduates.

Despite the fact that the urban female labor force participation rate is only
around half the rate for males, the urban unemployment rate for women is
persistently higher than the male urban unemployment rate. While part of this
gap can be explained by skill differences and higher reservation wages among
women, there is little doubt that discriminatory behavior on the basis of gender
also hurts the labor market involvement of Turkish women. The employment
rates indicate that only one out of 4 women in the working ages in Turkey had
a job in 2012. According to results not reported here, the rate is maximized
in the 35-44 age group with a figure of 37 percent. In urban areas, 61 percent
of university graduates were employed in 2012, as opposed to only about 15
percent of those who completed primary education only. Also in urban areas,
42 percent of divorced women were employed in 2012, in comparison to 29 and
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21 percent for single and married women, respectively. Female employment
declines considerably beyond the age of 50 possibly due to retirement. However,
given that the currently-employed work force will need to work longer to retire,
this rate is expected to go up. Probably due to the nature of agricultural
activities, employment remains relatively higher in rural areas among those
above the age of 50.

2000 2006 2012

Total Male Female Total Male Female Total Male Female

LF Participation Rate (%)

Urban 44.1 70.9 17.2 44.2 69.3 19.5 48.3 71 26.1
Rural 58.7 77.9 40.2 51.2 71.3 33.1 53.6 71.2 36.9
Total 49.9 73.7 26.6 46.3 69.9 23.6 50 71 29.5

Unemployment rate (%)

Urban 8.8 7.8 13 12.2 11 16.4 11.1 9.4 15.5
Rural 3.9 4.9 2 6.2 7.4 3.9 5.5 6.5 3.5
Total 6.5 6.6 6.3 10.2 9.9 11.1 9.2 8.5 10.8

Employment rate (%)

Urban 40.2 65.4 15 38.9 61.7 16.3 42.9 64.3 22
Rural 56.4 74.1 39.4 48 66 31.8 50.7 66.5 35.6
Total 46.7 68.9 24.9 41.5 62.9 21 45.4 65 26.3

Table 1: Key labor force indicators by gender

2.1 Composition of employment

According to the HLFS, at the end of 2012, Turkey had an actively employed
population of nearly 25 million. About half of those workers were in the services
sector while agriculture accounted for one-fourth of total employment (See
Table 2). In comparison to that of men, the composition of the female workforce
has gone through a greater transformation between 2000 and 2012. In terms
of employment status, the transition out of agriculture has translated into a
considerable increase in the share of female employees while the share of unpaid
family workers declined from 52 to 34 percent. The sectoral composition also
shows a remarkable change in the proportion of females employed in agriculture
and services. In 2000, 60 percent of females employed were in the agricultural
sector and 26 percent in services. By 2012, 39 percent of females were in
agriculture while the share of services had gone up to 46 percent. According to
Gürsel, Uysal, and Acar (2014) who work with detailed sectoral data for 2005-
2012, the 56 percent increase in urban female employment during that period
had to do with the increasing average retirement age and rapid growth in wage
employment in services. They also argue that the employability of unskilled
women in sectors such as ”administrative and support service activities” and
”accommodation and food service activities” has been a major contributor to
this trend.

Changes in the occupational composition of the workforce (categorized ac-
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cording to a one-digit classification) are in line with the sectoral employment
figures presented above such that the share of agricultural work among female
workers dropped from 60 percent in 2000 to 29 percent in 20121. As the figures
given in Table (2) imply, the occupational compositions of the male and female
workforces are quite different, and there is a lot of variation across the ISCO
subgroups (listed in Table (3)) in terms of the share of female workers in total
employment. While some of this variation is understandable, the fact that only
12 percent of senior officials and managers in 2012 are female is not a good indi-
cation regarding the level of gender equality in the labor market. The group of
legislators, senior officials, and managers accounts for only 3 percent of female
employment while the corresponding figure for males is 10 percent. In contrast,
women are still over-represented in low-quality elementary and clerical jobs as
well as in agriculture. However, the gradual decline in the index of dissim-
ilarity (from 0.403 in 2000 to 0.330 in 2006 and 0.297 in 2012) implies that
the occupational composition of the male and female working populations have
become more similar over time, which provides some hope that the position
of women in comparison to men will continue to improve in the near future2.
If the decline in the so-called ”occupational segregation” of women translates
into better economic conditions and a greater say in social matters, this would
be a good sign for a more modern and prosperous Turkish society.

Due to the prevalence of informal employment in agriculture, our subse-
quent analyses of informal employment will be carried out on the sub-sample
of workers employed in industry, construction, and services. Therefore, the
composition of non-agricultural employment is also presented here to provide
the necessary background information. As would be expected, the exclusion
of agriculture has the greatest impact on the composition of employment with
respect to the size of the place of settlement and informality status (See Table
4). While the share of rural employment in total drops from 35 to 18 percent
in 2012, the informality rate drops from 39 to 25 percent. Since agriculture
accounts for a larger share of female employment (39 percent vs. 18 percent
for males in 2012), the reduction in the informality rate is much larger in the
case of female workers.

1The numbers don’t seem to add up here, but some agricultural workers must have been
categorized under ”elementary occupations”.

2The index of dissimilarity introduced in (Duncan and Duncan, 1955) is defined (in our
case) as 1

2
times the sum of the absolute differences of the employment shares of the occu-

pational groups in the male and female work forces.
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2000 2006 2012

Total Male Female Total Male Female Total Male Female

Place of settlement

Rural 48.6 42.8 64.3 33.8 29.7 45.8 34.9 31.6 42.6

Urban 51.5 57.3 35.7 66.2 70.3 54.3 65.1 68.4 57.4

Age group

15-24 21.8 19.6 27.7 17.3 15.7 22 14.7 13.9 16.6

25-34 30.7 31.7 27.9 31.4 32 29.6 30.4 30.7 29.7

35-44 23.7 24.9 20.5 26.6 27.3 24.5 27.1 27.2 26.9

45-54 13.6 14 12.6 15.9 16.4 14.5 17.6 17.9 16.8

55+ 10.2 9.8 11.4 8.8 8.6 9.5 10.2 10.3 10

Education

< Primary 64.9 62.4 71.8 51.2 49.1 57.2 44.7 42.1 51.1

Primary 9.8 11.8 4.2 14.2 16.1 8.7 17.3 19.5 12

Secondary 16.5 17.8 13.1 21.4 23 16.8 19.9 22 14.9

University and + 8.8 8 10.9 13.2 11.8 17.4 18.1 16.5 22

Marital status

Never married 24.6 23 29 23.6 21.5 29.8 24 23.6 24.9

Married 73.2 75.9 65.8 73.7 77.3 63 72.5 74.6 67.4

Divorced 0.9 0.6 1.6 1.5 0.8 3.5 2.3 1.4 4.5

Widowed 1.4 0.5 3.6 1.3 0.4 3.6 1.3 0.5 3.2

Sector

Agriculture 36 27 60.5 24 17.2 43.6 24.6 18.4 39.3

Industry 17.7 19.5 12.6 20.9 22.7 15.7 19.1 21.2 14.1

Construction 6.3 8.4 0.6 5.9 7.6 0.7 6.9 9.4 0.8

Services 40 45 26.4 49.2 52.4 40 49.4 50.9 45.8

Occupation

1 7.9 7.1 10.2 9.5 11.7 3 7.7 9.7 3

2 2.3 2.9 0.8 6.9 5.9 9.6 7.8 6.6 10.7

3 6.1 5.1 8.8 6.3 5.8 7.7 6.3 5.9 7.3

4 10.6 13 4.1 6.3 5.2 9.6 7 5.5 10.6

5 9.3 10.8 5.2 11.9 12.8 9.1 12.8 13.2 11.9

6 35.9 26.9 60.4 20.3 15.1 35 19.6 15.8 28.7

7 27.1 33.5 9.9 14.8 17.8 6.1 12.9 16.5 4.4

8 0.7 0.7 0.6 10.8 13.1 4.2 10.2 13.1 3.4

9 13.3 12.4 15.7 15.6 13.8 20

Employment Status

Employee 48.6 53.5 35.3 58.9 61.7 50.8 62.9 66.5 54.3

Employer 5.1 6.8 0.7 5.7 7.2 1.3 5 6.5 1.3

Self-employed 24.7 29.4 11.8 22.3 25.7 12.5 18.9 22.3 10.8

Unpaid fam. wk. 21.6 10.4 52.1 13.1 5.4 35.4 13.2 4.6 33.7

Firm size

< 10 68.2 66.5 72.8 61 59.9 64 57.6 55.7 61.9

24-10 10 10.7 8.2 8.1 8.2 7.8 8.5 8.9 7.6

25-49 5.3 5.5 4.7 9.8 9.9 9.5 12.3 12.7 11.3

50 and + 16.5 17.3 14.4 21.2 22 18.8 21.7 22.7 19.1

Informality

Formal 49.4 56.3 30.5 53 58.6 37.1 61 67.3 45.8

Informal 50.6 43.7 69.5 47 41.4 63 39 32.7 54.2

Table 2: The composition of male, female, and total employment (% shares)
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Occupation 2000 (ISCO 68) 2006 and 2012 (ISCO 88)

1 Professional, Technical and Related Workers Legislators, senior officials and managers

2 Administrative and Managerial Workers Professionals

3 Clerical and Related Workers Technicians and associate professionals

4 Sales Workers Clerks

5 Service Workers Service workers and shop and market sales

workers

6 Agricultural, Animal Husbandry and Forestry
Workers, Fishermen and Hunters

Skilled agricultural and fishery workers

7 Production and Related Workers, Transport
Equipment Operators and Laborers

Craft and related trade workers

8 Laborers Not Elsewhere Classified Plant and machine operators and assemblers

9 Elementary occupations

Table 3: List of occupational categories used in Tables 2, 3, and 4, and Probit
estimations

2.2 Incidence of informal employment

In this subsection, we examine the incidence of informal employment in 2000,
2006, and 2012 across broad categorizations after the exclusion of the agricul-
ture sector. The figures presented in Table (5) confirm that the proportion of
those employed informally has declined from around 29 in 2000 to 25 percent
to 2012. Despite the exclusion of agriculture, informal employment is more
common in rural areas (41 percent vs. 25 percent in urban areas in 2012).
Interestingly, when agricultural employment is taken out of the picture, the
informality rates for male and female workers are quite similar. However, in-
formality among female workers has changed little since 2000 while the rate for
males has declined by nearly six percentage points. The work force composition
figures presented in Table (4) suggest that this may have to do with the fact
that, over time, a larger share of women have been employed in small firms in
services where unregistered employment is more common.

According to figures from all three years, informal employment is the least
common among workers who are between the ages of 25 and 44. This might
partly be due to the fact that older workers who are already retired do not
demand social security contributions from their employers in return for higher
compensation or simply the opportunity to remain employed. Similarly, work-
ers below the age of 25 may not have enough bargaining power to demand
formal employment due to their lack of labor market experience. The infor-
mality rate for males is the lowest in the 35-to-44 group and among the married.
In the case of females, on the other hand, the lowest rates are observed in the
25-to-34 group and among the never-married. Taken together, these findings
suggest that marriage has the opposite effect on the strength of the preferences
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2000 2006 2012

Total Male Female Total Male Female Total Male Female

Place of settlement

Rural 22.7 23.7 17.6 16.9 18 12.5 17.6 19.2 12.7

Urban 77.4 76.4 82.4 83.1 82 87.5 82.4 80.8 87.3

Age group

15-24 21.2 18.8 33.1 18 16.2 25.8 15.3 14.2 19

25-34 35.7 35.5 37.1 35.5 35.1 37.1 34.9 34.3 36.8

35-44 26.7 27.7 21.8 28.2 28.8 25.6 28.9 28.9 28.8

45-54 12.2 13.3 6.5 14.2 15.3 9.6 15.8 16.8 12.4

55+ 4.1 4.6 1.6 4.1 4.6 1.9 5.1 5.8 3

Education

< Primary 50.3 53.5 34.2 40.9 43.2 31.3 33.8 35.3 28.8

Primary 12.7 13.7 7.6 15.7 17 10.4 18.4 20.1 12.6

Secondary 23.5 22 30.8 26.3 25.9 27.8 24.3 24.9 22.7

University and + 13.5 10.8 27.4 17.1 13.9 30.5 23.6 19.7 35.9

Marital status

Never married 26.4 22.9 44 26.2 22.7 40.9 26.9 25.1 32.6

Married 71.8 76.1 49.9 71.6 76.3 51.7 69.8 73.2 58.8

Divorced 1.1 0.7 3.5 1.7 0.8 5.3 2.7 1.5 6.7

Widowed 0.7 0.3 2.6 0.6 0.2 2.1 0.7 0.3 1.9

Sector

Industry 27.6 26.7 31.9 27.5 27.4 27.8 25.4 26 23.2

Construction 9.9 11.6 1.4 7.7 9.2 1.3 9.1 11.6 1.3

Services 62.5 61.7 66.7 64.8 63.3 70.9 65.5 62.4 75.5

Occupation

1 12.3 9.6 25.7 12.4 14.1 5.3 10.2 11.8 5

2 3.6 3.9 2 9 7.2 16.9 10.3 8 17.6

3 9.4 6.9 22.2 8.3 7 13.7 8.4 7.3 12

4 16.6 17.9 10.3 8.3 6.3 16.9 9.2 6.7 17.4

5 14.4 14.7 13.2 15.5 15.4 16.1 16.9 16.1 19.5

6 0.3 0.4 0.1 0.2 0.3 0.1 0.2 0.2 0

7 42.3 45.7 24.9 19.4 21.5 10.8 17 20.1 7.2

8 1.1 0.9 1.6 14.2 15.7 7.5 13.5 15.9 5.7

9 12.6 12.6 12.7 14.3 13.8 15.7

Employment Status

Employee 72.8 70.6 84.1 74.8 72.4 84.9 80.2 78.8 84.6

Employer 7.4 8.6 1.7 6.9 8.1 2 6.2 7.5 1.9

Self-employed 15.8 17.4 7.7 15.3 17.1 7.6 11.2 12.1 8.5

Unpaid fam. wk. 4 3.4 6.6 3.1 2.5 5.6 2.4 1.6 5

Firm size

< 10 52 55.5 34.7 49.8 52.4 38.6 44.9 46.6 39.3

24-10 14.5 13.8 17.9 9.9 9.4 12 10.7 10.5 11.3

25-49 8.1 7.4 11.4 12.6 11.8 16.3 15.9 15.3 18.1

50 and + 25.5 23.4 36 27.7 26.4 33.1 28.5 27.7 31.2

Informality

Formal 70.8 70.5 72.1 65.9 66.2 64.7 75.5 76.3 72.9

Informal 29.2 29.5 27.9 34.1 33.8 35.3 24.5 23.7 27.1

Table 4: The composition of male, female, and total non-agricultural employ-
ment (% shares)
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of males and females for having a formal job. While married men have a strong
incentive to be formally employed so that all of their family members are eli-
gible for public health benefits, women may be willing to get indirect access to
benefits as the insured person’s wife. In the econometric work, we will estimate
an empirical model which might provide some clues as to whether this is a valid
explanation.

As would be expected, informality is highly correlated with education, but
the pattern is much clearer in the case of women. The rate of informal employ-
ment in 2012 is about 56 percent among female workers who haven?t completed
primary education while the figure for university graduates is only 4 percent.
As in the case of educational categories, the difference between the informality
rates for male and female workers can be quite large within a given broad cat-
egory. In 2012, for instance, the informality rate among self-employed female
workers is 82 percent as opposed to only 47 percent among males. To give
another example, the informality rates in the construction sector for females
and males are 14 and 46 percent, respectively. These figures imply that the
nature of female and male employment can be very different even within an
occupational category or an industry.

The timing of the surveys we are working with preclude us from observing
the effects of the 2001 and 2008/9 economic crises on informal employment
(but have the advantage of reflecting long term trends). Ercan (2011) reports
that the 2001 crisis resulted in greater job losses in the formal sector which led
to an increase in the informality rate. This is an outcome consistent with the
Baltagi, Baskaya, and Hulagu (2013) finding that the wages of informal workers
in Turkey have a higher elasticity with respect to unemployment. However, no
such clear pattern emerged during the latter crisis as job losses in the informal
sector and ’added-workers’ engaging mainly in unregistered own-account work
appeared to cancel each other out. Gürsel and Durmaz (2014) report that this
period of stagnation lasted for about three years after which the informality
rate resumed its decline.

3 Econometric analysis

In this section, we report the estimates from a multivariate empirical model
with informality status as the dependent variable. Our aim here is to observe
whether statistically significant differences exist between the likelihood of in-
formal employment across the broad categorizations used earlier when other
worker and firm characteristics are accounted for. Our probit estimates based
on the sub-sample of those engaged in non-agricultural employment turn out
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2000 2006 2012

Total Male Female Total Male Female Total Male Female

Place of settlement

Rural 37.7 36.3 47.1 39.2 38 46.2 33.3 31.8 40.7

Urban 26.8 27.4 23.7 33 32.8 33.7 22.6 21.8 25.1

Total 29.2 29.5 27.9 34.1 33.8 35.3 24.5 23.7 27.1

Age group

15-24 49 53.9 35.1 53.7 57.1 44.5 39 43.1 29.1

25-34 25 26.1 20.1 27.4 27.9 25.4 17.4 17 18.6

35-44 20.4 19.6 25.5 25.3 23.5 34 18.4 15.4 27.9

45-54 24.4 23.4 34.7 35.8 34.3 45.7 28.9 26.7 38.8

55+ 35.6 33.7 63.5 59.1 58.3 67.4 51 49.1 63.4

Education

< Primary 41.6 39.5 58 48.2 45.1 66.1 38.5 33.9 56.4

Primary 29 28.6 32.5 42.6 41.3 51.2 34.5 33.2 41.3

Secondary 17.4 17.9 15.3 23.7 23.1 26 16.3 15.7 18.5

University and + 4.1 4.6 3.2 8.4 9.3 6.6 5.2 5.9 4

Marital status

Never married 41 46.3 27.2 43.1 47.5 32.8 28 31.3 19.9

Married 24.7 24.4 27.2 30.4 29.5 35.6 22.7 21 29.7

Divorced 33.1 38.8 27.7 41.5 42.6 40.9 28.4 25.4 30.5

Widowed 45.5 36.6 50.9 57.7 53.5 59.7 54.3 45.1 58.5

Sector

Industry 25.5 21.1 43.7 31.6 27.7 47.9 21.6 17.6 36.2

Construction 65.5 66.4 29.9 61.3 62.5 23.1 45.4 46.4 13.9

Services 25.2 26.2 20.2 31.9 32.2 30.5 22.7 22.1 24.5

Occupation

1 6.6 7.2 5.3 27.5 28 22.1 17.8 18.8 10.5

2 7 7.4 3.1 7.3 8 6.1 3.2 3.7 2.5

3 8.1 6.8 10 16.4 17.8 13.4 10.1 10.5 9.3

4 36.5 35.9 41.7 16 15.2 17.3 9.1 9.2 8.9

5 27.8 24.7 44.9 45.7 41.7 61.7 35.1 29.1 51

6 40.2 38.2 64.9 23.6 22.6 44.5 17.5 16.2 40.5

7 40.4 38.9 53.7 47.5 44.7 71.1 36.1 32.7 67.3

8 15 9.4 31.9 32.8 31.7 43.2 20.7 20.1 25.5

9 0 0 0 49.8 47.7 58.7 40.3 38.2 46.1

Employment Status

Employee 26 27.4 20 29.4 29.6 28.9 19.6 19.7 19.3

Employer 11.2 11.2 10.9 23 22.9 24 16 16.2 13

Self-employed 41.3 38.3 75.8 52.4 50.1 73.9 53.4 47.2 81.6

Unpaid fam. wk. 74.8 74.1 76.8 80.9 78.9 84.6 74.7 77.7 71.8

Firm size

< 10 46.5 44.9 59.5 54.5 52.4 66.7 45.2 42.2 56.4

24-10 21.8 22.8 18.1 28.7 28 31 16 15.7 16.7

25-49 8.9 8.1 11.6 17.3 17 18.3 9.2 9.3 9.1

50 and + 4.5 3.7 7.4 6.7 6.2 8.5 3.7 3.5 4.4

Table 5: Informality rate in non-agricultural employment by gender (%)
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to be largely in line with expectations as informal employment turns out to be
more common in small firms, among younger workers, unpaid family workers,
and those with less education (See Table (6)). The impact of marital status
varies with gender, and the same can be said of occupation and the sector of
employment. As alluded to earlier, this must be due to the fact that women
are over-represented in certain sub-sectors of a given broad category.

The positive sign of the coefficient on the ”female” dummy variable should
be interpreted to mean that when all other factors in the model are accounted
for, being a female increases the likelihood of informal employment. One way of
quantifying this impact is to compute the marginal effect of the gender dummy,
i.e. the change in the probability that a worker is informally employed when the
value of the gender dummy changes from zero to one (while the other variables
are held constant at their mean values). The marginal effects computed using
the 2000, 2006, and 2012 estimates are 0.12, 0.11, and 0.09, respectively. These
figures imply that the impact of gender is sizeable and persistent.

Given that the distribution of the female and male work forces within the
sectors of employment are not identical, it might have been more appropriate
to work with a more distinctive categorization of the sector of employment
before reaching conclusions regarding gender differences in informality. Further
disaggregation of especially the services sector - which is a very large and
heterogeneous category - seems reasonable. Alternative specifications based
on an 8-sector categorization in 2000 and 2006 and a 21-sector categorization
in 2012 yielded marginal effect estimates that are very similar those reported
above for the years 2000 and 2006, and a figure of 0.076 for the year 2012. The
latter figure implies that differences in sectoral composition of male and female
workers explains some of the gender gap in informality rates. Apparently, as
of 2012, women were more likely to be employed in sub-sectors where informal
employment is more prevalent.

One exercise we can carry out with the data at hand, however, is to check
whether the impact of gender on informality differs by marital status or the
relationship to household head. Our aim is to test the idea that part of the
gender gap in informality may be due to the fact that many women get indirect
access to social security benefits as a dependent, i.e. the insured’s wife, mother
or daughter. It makes sense to assume that these women have a relatively
smaller incentive to seek formal employment and thus, are more likely to end
up in unregistered work. To carry out this exercise, we estimated two probit
models after replacing the gender dummy with separate dummy variables (i)
for women in the four marital status categories and (ii) for women who are
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household heads, wives, daughters and ‘other’s3.
Our finding with respect to marital status is that the gender impact ob-

tained earlier is absent in the case of never-married women and is larger than
average for those who are married, divorced, or widowed. This is consistent
with the ”indirect access” argument assuming that single women in employ-
ment are more likely to gain coverage through their own registry in the social
security system. The relationship-to-household-head information also provides
corroborating evidence for this hypothesis such that the marginal effect esti-
mate for wives is 0.13 while it is only 0.02 for daughters of household heads. It
is also noteworthy that the overlap between female respondents who are never-
married and those who are the daughter of the household head is quite large.
Seventy-three percent of the nearly ten-thousand respondents who fall into at
least one of these categories also falls into the other. In other words, females
whose likelihood of formal employment is as large as that of men are typically
single women who still live with their parents.

4 Concluding remarks

Our descriptive and econometric analyses of official survey data yielded re-
sults that are in line with the common knowledge that informal employment in
Turkey has declined considerably since the year 2000. The exclusion of agricul-
tural employment - which is more common among female workers - from the
empirical work made it easier to observe whether a significant gender difference
exists in informality rates. It turned out that female workers were more likely
to be informally employed than males even after several worker and firm char-
acteristics were controlled for. Our results also revealed that this pattern was
partly due to the fact that women are more likely to be employed in sub-sectors
where informal employment is more prevalent. Whether this is due to some
kind of ”sectoral segregation” or the nature of women’s human capital as well as
their preferences for formal employment is an interesting question that deserves
further investigation using alternative techniques such as in-depth interviews.

Alternative versions of the probit model were estimated to check whether
the relatively higher incidence of informal work among female workers might
also have to do with the fact that some women do not seek formal jobs since
they get indirect access to social security benefits as a dependent. Our finding
that the likelihood of informal employment is especially large among married
women was taken as evidence in support of this hypothesis. Obviously, it would

3These results are available from the authors upon request.
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have been preferable to verify the hypothesis using more directly-aimed sur-
vey items that inquire about whether women with informal jobs have indirect
coverage through other family members and if so, whether that had an impact
on their decision to take an informal job. Similar survey questions would also
be instrumental in uncovering to what extent the government’s social assis-
tance programs that the formally employed are not eligible for contribute to
the persistence of informality. Given the importance of the issue and the inter-
est of many parties including public institutions and academics, it is difficult
to understand how such research has so far been neglected.
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Simsek, M. (2014): “Economic Shadows and Light,” urlhttp://www.project-
syndicate.org, Accessed: Jan. 9, 2014.

Tansel, A. (1997): “Informal Sector Earnings Determination in Turkey,” in
Proceedings of the ERF 4th Annual Conference, pp. 153–161. Cairo: Eco-
nomic Research Forum.

(1999): “Formal versus Informal Sector Choice of Wage Earners
and Their Wages in Turkey,” in Economic Research Forum Working Paper
no.9927.

(2001): “Wage Earners, Self Employed and Gender in the Informal
Sector in Turkey,” in Economic Research Forum Working Paper no.200102.
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2000 2006 2012

Total Male Female Total Male Female Total Male Female

Female
0.386 0.321 0.341
-0.019 -0.014 -0.012

Place of settlement

Urban
0.038 0.087 -0.24 0.07 0.081 0.032 -0.058 -0.045 -0.123
-0.015 -0.016 -0.042 -0.012 -0.013 -0.035 -0.012 -0.013 -0.029

Age group

25-34
-0.453 -0.478 -0.364 -0.51 -0.528 -0.474 -0.508 -0.554 -0.415
-0.02 -0.023 -0.047 -0.016 -0.019 -0.034 -0.017 -0.019 -0.034

35-44
-0.591 -0.637 -0.356 -0.637 -0.686 -0.459 -0.586 -0.655 -0.436
-0.024 -0.027 -0.061 -0.019 -0.022 -0.041 -0.019 -0.023 -0.039

45-54
-0.501 -0.53 -0.332 -0.262 -0.291 -0.194 -0.239 -0.247 -0.291
-0.028 -0.03 -0.082 -0.021 -0.024 -0.051 -0.021 -0.024 -0.045

55+
-0.362 -0.387 -0.089 0.269 0.25 0.168* 0.37 0.351 0.267
-0.035 -0.038 -0.14 -0.028 -0.03 -0.097 -0.026 -0.029 -0.071

Education

Primary
-0.266 -0.247 -0.43 -0.184 -0.178 -0.269 -0.181 -0.178 -0.245
-0.019 -0.02 -0.058 -0.014 -0.015 -0.038 -0.013 -0.015 -0.032

Secondary
-0.501 -0.454 -0.695 -0.505 -0.48 -0.64 -0.494 -0.449 -0.685
-0.018 -0.02 -0.047 -0.013 -0.014 -0.034 -0.014 -0.015 -0.031

University -0.844 -0.757 -1.079 -0.783 -0.703 -0.96 -0.724 -0.657 -0.903
and above -0.035 -0.039 -0.076 -0.021 -0.024 -0.047 -0.021 -0.024 -0.043

Marital status

Married
-0.234 -0.271 -0.156 -0.261 -0.313 -0.142 -0.213 -0.264 -0.062
-0.02 -0.022 -0.048 -0.015 -0.017 -0.033 -0.015 -0.017 -0.031

Divorced
0.151 0.227 0.083 0.14 0.099 0.199 -0.013 -0.137 0.182
-0.059 -0.079 -0.096 -0.039 -0.06 -0.057 -0.031 -0.046 -0.047

Widowed
0.101 -0.177 0.023 -0.036 -0.237 0.012 0.091 -0.159 0.314
-0.073 -0.114 -0.112 -0.063 -0.104 -0.086 -0.057 -0.094 -0.078

Sector

Industry
-0.015 -0.122 0.245 0.165 0.09 0.356 0.211 0.115 0.356
-0.018 -0.019 -0.058 -0.013 -0.015 -0.038 -0.014 -0.015 -0.033

Construction
0.901 0.91 0.152 0.57 0.607 -0.025 0.495 0.519 -0.029
-0.022 -0.023 -0.135 -0.019 -0.019 -0.107 -0.017 -0.017 -0.099

Employment status

Employer
-0.774 -0.788 -0.811 -0.451 -0.461 -0.3 -0.332 -0.357 -0.277
-0.029 -0.029 -0.141 -0.022 -0.023 -0.083 -0.022 -0.023 -0.08

Self-employed
-0.027 -0.095 0.436 0.014 -0.017 0.307 0.389 0.269 0.963
-0.018 -0.019 -0.066 -0.015 -0.015 -0.05 -0.015 -0.016 -0.04

Unpaid famiy worker
0.587 0.491 0.645 0.647 0.537 0.726 0.763 0.834 0.6
-0.031 -0.036 -0.067 -0.029 -0.034 -0.055 -0.028 -0.039 -0.041

Firm size

10-24
-0.663 -0.606 -0.926 -0.663 -0.633 -0.755 -0.716 -0.688 -0.77
-0.019 -0.021 -0.05 -0.017 -0.019 -0.039 -0.016 -0.018 -0.035

25-49
-1.116 -1.113 -1.215 -1.023 -0.992 -1.13 -1.036 -1.01 -1.109
-0.03 -0.034 -0.065 -0.017 -0.019 -0.038 -0.016 -0.018 -0.034

50 and above
-1.5 -1.494 -1.652 -1.593 -1.563 -1.73 -1.457 -1.419 -1.559

-0.023 -0.026 -0.053 -0.016 -0.018 -0.036 -0.016 -0.019 -0.035

Constant
0.081 0.185 0.572 0.506 0.601 0.375 0.044 0.198 -0.29
-0.037 -0.042 -0.082 -0.025 -0.027 -0.077 -0.026 -0.029 -0.076

Pseudo R2 64,475 53,408 11,067 103,069 83,344 19,725 123,584 93,972 29,612

No. of obser. 0.317 0.305 0.441 0.309 0.287 0.438 0.324 0.295 0.453

a

Table 6: Determinants of informal employment (Binary probit estimates)

aNotes to Table (6): The coefficient estimates for occupation categories have been
excluded from the table in the interest of brevity. The reference categories - for which there
are no coefficient estimates - of the remaining variables are “male”, “rural”, “15-24”, “less
than primary”, “never married”, “services”, “employee”, and “less than 10”.
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