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Introduction Claudia Kluger

1. INTRODUCTION

This thesis develops new insights into the causenature of informal employment in Chile.
Chile represents a highly interesting case to sthdi/has repeatedly attracted the attention of
the international scientific community. In some edp, the country is rapidly approaching the
threshold between “developing” and “developed”wsaindicators for economic growth and
poverty reduction show impressive progress throughite past decades. Unemployment has
also decreased considerably. Besides Mexico, @Ghilke only Latin American country that
has joined the ranks of the “exclusive club” of @ECD countries. However, a broad variety
of issues in social development remain unsolvedgchvicrystallizes for example in high
income inequality or extremely low public spending education. The recent student
movement that resulted in vehement protests ancdsu@sorted from many sides is indicative

that Chileans are conscious of continuous deficits.

From the outset, research on informality is confednwith the significant problem of the
heterogeneity of the phenomenon, as conceptualirgtiterms and definitions employed
differ considerably. In its beginnings, researchswacused on the “informal sector”, a
conceptualization that takes into account predontipa microenterprises with low
productivity levels and low technological innovatioHowever, recent years have seen an
increased attention for “informal employment”, tlling the recognition that informality is
not necessarily limited to informal sector entesps. Components such as social security or
contractual status have gained importance as aspéaformal employment (Jutting et al.
2008).

Informality was identified as an inherent charaster of developing labor markets, but has
also been recognized as a feature in any sociegrevimstitutions play a role in the

organization of interactions between actors (Pogkesl. 1989). From a macroeconomic
perspective, many studies have focused on fachats determine the size of the informal
sector. On the other hand, decisions of workemsdrk formally or informally have been of

interest for researchers (Loayza 2006; Perry eR@0D.7). However, analyses often remain
focused on general indicators and developmentdedet indicators in times of economic

crises.
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This thesis concentrates on a particular aspecghfofmality. The focus in this case lies
exclusively on wage earners. Informality among wageners has been pointed out as a
highly relevant phenomenon in need of further aiben(Carey Jackson 2011). Empirical
evidence so far suggests that informal wage earfies themselves in the most
disadvantaged labor market position in comparisoiotmal wage earners and self-employed
workers. Thus, this group will be placed in theuscoof this work, which constitutes a

deliberate contrast to more “traditional” percepti®f informality.

Some empirical evidence already exists on chaiatiter of informal employees in Latin
America. Important recent contributions in thispest constitute the World Bank report “Exit
and Exclusion” (Perry et al. 2007) and a reporhtded by the Konrad Adenauer Foundation
(2010). However, a systematic review for the Chls#duation that takes into consideration
recent labor market developments remains to be.deurghermore, the variety of definitions
employed complicates the comparison of findings addancement of knowledge on the

subject.

This problem constitutes the starting point forsthhesis. On the one hand, varying
conceptualizations of the phenomenon will be ad#r@sand defining elements of informal
employment relationships will be identified in orde arrive at a definition appropriate for
the objectives of this work. Due to the great usrief conceptualizations and definitions
employed in the literature, this step is of patacuimportance. Therefore, matters of
definition and conceptualization receive more dttenthan usually. On the other hand, this
work aims to identify determinants of informal elmyrhent among Chilean wage earners and

how these have developed over the years.
As a consequence, the following research questi@ns set to guide the research process:

- What are defining elements of informal employmetationships?
- Which are the factors that lead to an informal ewplent relationship?
- How have these factors developed? Are there fathatshave gained/lost importance

for informal employment relationships in the pastades?

The research process is divided into various stagestly, an introductory section on the
Chilean labor market provides an overview on raievievelopments in the past century that
have influenced the situation of Chilean workersamious respects. Furthermore, key data
referring to the Chilean labor market structuretts beginning of the 241century is

presented.

2



Introduction Claudia Kluger

Subsequently, a review of the literature on infdreraployment with a particular focus on
Latin America aims to depict relevant issues ofebale that has evolved roughly since the
1970s. Of primary relevance in this context areudeents published by the International
Labour Organization, the international organismtthas most actively promoted the
establishment of international definitions regagdinformality. Other contributions that are
addressed in more detail are those of Hernandotteg&hd Alejandro Portes and colleagues.
Despite these efforts of systematization, empiriealdence on the situation of informal
workers in Latin America remains dispersed. Thesdgart of the literature review aims to

condense these findings and to derive hypotheselddollowing empirical analysis.

The third part of the thesis constitutes the anslgsthe “National Survey of Socioeconomic
Characterization” (CASEN), a household survey imm@ated by the Chilean Ministry of
Social Development since the late 1980s. The chaptivided into three sections that on the
one hand refer to the applied method, on the dihad give insights on the results from the
descriptive and multivariate analyses. Particuksiof the used database are addressed. Based
on the empirical findings, determinants for infotremployment are discussed and related to
findings from the literature. The development olested factors over time (1994-2011) is

also taken into account.

In August and September 2012, several interview® wenducted during a research visit at
the Universidad de Chile. The objective of theskrinews was mainly to gain a closer
insight in the field and the situation of the atést workers. Material from these interviews is
used where appropriate to illustrate particulareatpthat are discussed in the literature or
that arise from the empirical data. The thesislifziea with a discussion of the implications of

the presented results and an outlook on possibtleciuresearch in the area.
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2. AN INTRODUCTION TO THE CHILEAN LABOR MARKET

The objective of this chapter is to give the reaterdea about what it means to participate in
the labor market in Chile. This includes necesgambre general information on Chile’s
history and society as well as its economy. Sevguastions are to be answered that are
elementary for an appropriate approach toward<thikan labor market. In a first step, this
chapter will give an overview of the most importal@velopments that have influenced the
structure of the Chilean labor market today. As ynafh the far-reaching changes that
determine the structure of the labor market todeguoed during the military regime of

Augusto Pinochet, another emphasis will be plagethis period.

The second part constitutes an overview of therlatarket situation in Chile at the beginning
of the 21st century, tracking the development dévant (and available) labor market
indicators up to the present. Where characterigifcthe Chilean context show particular
differences with the rest of Latin America, accaglicomparisons will be included. The
study of the Chilean labor market (although thisstrikely applies for any study concerned
with labor market issues) necessarily has to take account to the economic development,
which explains a stronger focus on this elementih&t same time, the connection to the

organization of society and labor relations iseégoaid due attention.

2.1. Cornerstones of the Development of the Chilean Lalbdarket

Summing up the development of the Chilean laborketathroughout a whole century in a
single chapter seems quite challenging; howevas, ftossible to distinguish very clear-cut
episodes that differ greatly in the policy makeapproach towards labor market policy and
that have left their marks until today. In the attuctory chapter to her work on the Chilean
labor market, Sehnbruch describes the followingsphalabor market development before the
military coup in 1973 (including Chile’s sociali&xperiment” led by Salvador Allende from
1970 to 1973), reforms under the military regiméiluhe transition to democracy in 1990,
and subsequent governments of the “Concertaciarcesi990. The main features of these
phases are illustrated beneath and will be additessmore detail in the according chapters.
In addition, latest developments that occurredrauthe governments of Michelle Bachelet
and her successor of the “Coalicion por el Camif@bastian Pifiera (first center-right

government since the transition to democracy) bellbddressed.
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Table 2.1: Phases of development of the Chilean labmarket

Pre 1973 1973-1990 Post 1990
Industrialization: sometimes Crises and structural Consolidation of the “new
export-led, but mostly adjustment economic model”

import-substitution
industrialization

Formation of labor Dismantling of the unions  Consolidation of a
legislation and worker and flexibilization of the flexibilized labor market
entitlements. Progressive  labor market by means of a with some attempt at
unionization neoliberal reform package protecting workers’ interests

and reviving the unions
Labor policy as a tool of Labor policy as a tool of Combination of economic
social policy economic policy and social policy

Source: Sehnbruch (2006: 49)

2.1.1. Chile until 1973

As a consequence of the obtained independencetfrer8panish crown at the beginning of
the 19" century, the Chilean economy experienced an exnepening to foreign
commerce, which left the public budget highly degemt on commodity prices on the global
market. At the beginning of the ®@entury, pressure for an alternative developmerdeh
became stronger. Repeated fluctuations in the egmpee and the diminishing significance
of saltpeter, two important export goods that weubstantial for fiscal income, made it
increasingly difficult to plan and maintain the fiabbudget (Pinto 1973). Furthermore, a
growing conscience for social justice, the so-chtocial question” appeared on the agenda,
activated through emergent processes of indugatain and urbanization. The stark
contrasts of living conditions between the urbateend the rest of the population, derived
from feudal structures in colonial times, evokedcréasing resentment among the
disadvantaged majority that insisted on a more ledisdribution of wealth. The first
workers’ associations were formed and initiated@aving protest movement that culminated
in violent confrontations between workers and tlodéice or military. Prominent historical
examples are the confrontations in the southerm@adrovince in 1903 and in Iquique in the
far north of the country in 1907 (Grez Toso 1995)@.

A result of the workers’ movement was the adoptdrthe Labor Statute in 1931, which
followed from the constitutional and legal framewanstituted in 1924. As the oldest of its
kind in Latin America, it established the rightdoblic health care, education and some social

services. Another reason for Chile to take a legqdate in this respect was the assumption of
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the model of industrialization by import substituti Throughout the Great Depression, Latin
American governments were faced with increasing tdstax income from the export of raw
materials. The increasingly adopted strategy ofarnsubstitution aimed to reduce the
importation of foreign goods and promote the late@nufacture. In the decades following
World War 11, the Economic Commission for Latin Anea and the Caribbean developed a
theoretical model that abstracted this course tibmaalready applied by then by various
governments (FitzGerald 1998: 1). As this modeluded a considerable increase of the
share of salaried workers in the labor force, ggulation of their situation became more and

more important.

The decades following the institution of the Lalsdatute were characterized by a successive
extension of labor legislation, enlarging the scop¢he provided services and the share of
the population covered by them. However, the extérthe obtained benefits depended to a
high amount on the pressure that different occopatigroups were able to impose, which

resulted in the maintenance of inequalities of éhesrvices and a high stratification between
classes. Generally, the welfare state model clasesescribe developments in this period

would be a reduced version of Bismarck’s corporatisdel (Larrafiaga 2010: 151).

In this period, the state assumed a central rolerms of stimulating development, dedicating
a high amount of public expenditure in investmemd areating simultaneously an extensive
amount of public employees. In 1939, the Corporatior the Promotion of Production
(CORFO) was founded, which was designed to implértten envisaged strategy. For this
reason, this model is also referred to as developatiem (Riesco 2009a; Bellisario 2007a).
Over the years, the position of labor unions wasstantly strengthened, as they gained in
membership and in influence on the labor legistationionization rates increased in the
1960s and reached 37% at the end of the decadeedomsectors that were essential to the
Chilean industry, such as mining and manufactwached up to 85% and 60%, respectively
(Sehnbruch 2006).

In the years prior to the military coup, a tendewtypolitical polarization became obvious.
Critiques to the model of development swelled asfficiency was called into question and
the unions’ power increased further. From a nesalagerspective, excessive intervention
and spending on the part of the state was critigizbong with a general reference to the
model’s lack of macroeconomic sustainability. Oshargued that the “protected” form of

industrialization led to rising unemployment (Fiea@ld 1998).
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Important features of labor legislation in this éirvere, on the one side, a policy of wage
indexation which tied the salary to the inflaticater and prevented wage reductions on the
part of the employers. On the other side, the “Irbitity Law” established in 1966 increased

workers’ job security considerably, as it made dssals dependent on a justified cause and
obliged employers to high severance pay if othewiehnbruch (2006: 53) describes the

situation as follows:

“While on paper economic reasons were considergasti cause for dismissal, in practice
labor courts were biased in favor of workers antiéel to rule otherwise. The position of
labor courts made it extremely difficult for firnbe dismiss workers under any circumstances
so that dismissals became extremely costly for eygps. Over time job security had
increased to such an extent that it became almnmogbssible for employers to adjust to
external shocks or to changes in relative pricesrdgucing their labor force, and wage
indexation combined with the power of unions prdégdnadjustments through wage
reductions.” Hence, the period leading up to 19%hds out for labor legislation that
promoted exceptional job security. On the otherdhdlexibility was extremely low, both in
terms of the number of workers and in terms ofrtheiges.

As the peak of the labor movement can be considgredriumph of Salvador Allende’s

“Unidad Popular” in the presidential elections &70, who intended a gradual transition
towards socialism. A far-reaching agrarian reforimeal at regaining control over the

country’s national resources. Achievements of tkeoa included improvements in areas
such as health, nutrition, education and incom#ibligion. A consequence was the further
increment of public social spending without theessary economic growth, that went down
from 1,6% to an average of 1,2% during Allende’sndee. At the same time, inflation

reached up to 606% in 1973 (Larrafiaga 2010: 14%.negative economic development was
not least attributable to economic sanctions dttthee, deployed by the US government who
decisively counteracted any possible spread ofaisgi in the region inspired by the Cuban

revolution.

The recession of the import substitution model coied with a generally agitated social
climate. Polarization between work and capital nstied further and was reflected in an
extensive participation in the workers’ movemenattlentailed land seizures and the
occupation of factories. Conciliation between thiffecent actors became increasingly
impossible, and culminated in the military coup endugusto Pinochet on Septembef"11

1973.
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2.1.2. Military regime under Augusto Pinochet

The coup d’état executed by the military junta hesuin nearly 17 years of dictatorship, the
longest in Latin America in that period. During $keeyears, the neoliberal politics of the
regime caused profound changes in diverse sphatedeeply shaped Chilean society in its
present form. The variety of measures adopted guhat period is frequently referred to as
the “Washington Consensus”, a model that wouldea@hdecisive influence in the region.

Regarding the labor market situation, a first lofeaction was the immediate repression of
unions and the abolition of collective bargainifge pro-worker bias of the labor courts was
removed along with automatic wage adjustment. Wthilegovernments prior to the coup had
promoted the unions’ bargaining power, the coup #mel following years marked a
pronounced change in attitude to the benefit oktiheloyers.

The first years of the regime were characterizethkyinstitution of military power, reflected
predominantly in the repression of political oppatseand in various decrees that defined the
regime’s posture towards central issues as for plathe relation between capital and labor.
De facto, most of the labor legislation in favortbé unions was abolished right from the
beginning of the dictatorship. However, only in 9@ policy package baptized as the Labor
Plan planlaboral) made the corresponding changes to the officgatlation. The reasons for
the delay of this reform are seen as twofold: Gnahe hand, the economic crisis that erupted
in 1975 required any available effort to combatrog unemployment and led to a delay of
long-term policy planning, as emergency employnmograms were the government’s first
response to the crisis. On the other hand, thenedound itself in the dilemma between
aiming at reducing workers’ rights to the least gioie minimum and at the same time
depending on them in order to ensure productiora Asnsequence, it was necessary to find a
compromise between repression and conceding at &gsarently to the expression of
resentment (Sehnbruch 2006: 56).

The importance of the infamous “Chicago boys” cdnit@ overestimated in this

transformation. It denominates a group of Chileaadamics that, in the framework of an
agreement with the University of Chicago, underttdodir postgraduate studies in economics
there and at other prestigious US universities tdrned impregnated with ideas of neo-
liberal policy reform. Among them, José Pifiera assti a particular position as the minister
of labor and social security since 1978. Underléaglership, the mentioned Labor Plan was

implemented, that comprised the following main edets:
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- The Immobility law, which was the strongest reprgéaBve of union power, was

abolished, and dismissal without an express caasefacilitated

- Unions were allowed to resume their activities, hutder extremely modified
conditions (e.g. voluntary membership, negotiattoncompany level, restriction of

strike activity to 60 days, possibility of replacent of workers on strike)

As a consequence, employers’ liberty to hire areldt will was greatly increased. Although
unions could return to their work, their power wesvily limited and participation was much
lower (about 12% of the workforce). It has to benped out that a significant limitation of the
unions’ activities was not only established by thiiiect repression, but also by the limitation
of the aspects of the employment relationship ¢batd be negotiated between employers and
unions. This regulation remains a controversialjexttbin labor legislation up to this day
(Espinosa 2005).

In 1982, additional measures were taken in orddib&valize the labor market, as automatic
wage adjustment for the private sector was abadalishEhereupon, wages declined
significantly, with similar changes happening ire thublic sector as wages and minimum

wages were maintained at the lowest possible level.

One of the most important features of the reginmticy package was undoubtedly the
pension reform, designed and implemented by Jd&r&iThe reform led to the installation
of an individual savings account system administelyy private agencies, the AFP
(Administradora de Fondos de Pensigndsestablished contribution of 12% of the woker

wages while at the same time reducing non-wage ledits for employers (the only required

contribution of the employer remained 0.3% for eusity against accidents at work).

Thus, Chile was the first country to privatizeptnsion system, along with other policies that
were clearly focused on introducing market mechmagisuch as competition and selection in
social security (in analogy to the pension systeform, the health and educational systems
were also privatized in that time). In the 90s,esal/Latin American countries would follow
Chile’s example, albeit not to the same extenhals to be considered that, in the Chilean
case, the magnitude of changes was possible dihe &muthoritarian conditions in which they

were implemented (Larrafiaga 2010: 186).
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In 1982, a second crisis severely affected therlabarket situation when unemployment
reached up to 30% (Sehnbruch 2006). Similarly t ftrst crisis in 1975, the government
adopted emergency employment measures in ordeedp Hown the unemployment rate;
however, these programs were characterized by wooking conditions and the remitted

wages were not even close to keeping a family bpbowerty (ibid).

In contrast to the corporatist model that arrangedribution according to occupational
groups, Pinochet’s model of a residual welfareestaigarded the state as responsible for
providing only the absolute minimum. As a consegeersocial policy that was developed
aimed only at the very poorest population grougse TASEN survey originated from this
approach as an instrument designed to observe hallathve instituted benefits were able to
reach this population. The above mentioned refaanesrepresentative for a greater shift of
paradigm that took place during these years, “fidemtification with collective projects of

social change towards projects of mobility baseg@rsonal effort® (Larrafiaga 2010: 192).

Economic development was positive over the totalope which is not surprising regarding

the fact that most of the regime’s policy makinged at facilitating entrepreneurial activity

and economic growth. Inflation was brought undentml and unemployment decreased
continuously from 1984 on. However, the two ecoromiises that occurred during the
regime’s administration left their mark, with aneaazge growth of GDP much lower than in
the following decade. The social situation that wagerited to the succeeding government
was characterized through high levels of povertyoyad 45%) and inequality and

disproportionately low wage levels (Foxley 1993;ndaus 2003; Sehnbruch 2006).

2.1.3. Transition to Democracy

In 1988, following increased international pressuhe regime accepted to hold a plebiscite
that would either extend Pinochet’s regime for &engears or lead to democratic elections.
The vote resulted in a - for many unexpected -ovicbf democracy, and in the elections held
in 1989, Patricio Aylwin of the “Concertacién de rfidos por la Democracid” was

designated the first president after return to deamy.

! “desde una identificacién por proyectos colectivesdmbio social hacia proyectos de movilidad basagto
el esfuerzo personal

2 An association of center-left parties made uphefRartido Demécrata Cristiano, Partido SocialR&atido por
la Democracia and the Partido Radical Social DeatdcrAn important change to the constitution in 98
(which remains a disputed issue up to this day) tadntroduction of a binomial voting system tfeators the
formation of coalitions between parties.

10
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An important point to consider is that the changethe form of government from the
transition to democracy on did not result in a caghpnsive reform of the social or economic
model; it is rather considered to have taken orsaftér edge” (Riesco 2009b: 284). The
governments of the 90s are characterized by thmphasis on consensual politics. Their
foundation was laid in the “negotiated” transititmdemocracy that allowed for the armed
forces to maintain a considerable portion of poveard Pinochet himself was designated

senator for life.

Based on this determination for consensuality,i@atiite agreement was reached in 1991
between the government, the entrepreneurs’ orgémizéCPC) and the Central Organization
of Chilean Workers (CUT), which primarily standst dor its symbolic value as a declaration
of good intentions by the involved parties. It bade taken into account that the view of the
Pinochet regime remains a highly important faato€hilean politics along which a large part
of opinions are aligned. In the period leading aphe agreement, according to Sehnbruch
(2006: 60) the predominant attitudes were as f@ldWhey [the workers’ unions] (...) hoped
that a return to democracy would restore their farmghts (...) This contrasts with the
attitude of business, which generally supported&het and did not really desire a return to

democracy.”

As a result, the task of reaching a consensus keetwie involved parties was highly
complicated. The labor reform, which was one of deelared priorities of the democratic
government, was finally unable to bring about clengegarding central issues such as the
right to sector-wide collective bargaining or strikegulation. Sector-wide collective
bargaining was linked to the condition that alltfger agree, which practically never happens.
The ceiling for severance pay was raised, butes#me time the possibilities for employers

to dismiss workers continued for the most partedsrie.

11
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Repeated attempts of labor reforms were then uaiksmt by Eduardo Freiand Ricardo

Lago$. While reform plans of Eduardo Frei finally failéal obtain approval in the Congress,
Ricardo Lagos would only be successful after carasioly downsizing the scope of the
reform. The final version that ultimately came @sg included the reduction of the working
week from 48 to 45 hours and a range of flexibiligielements. Part-time work was
facilitated, and polyfunctionality of workers wastroduced, i.e. one employee could be
appointed to different duties. In addition, a n@sni of work, “teletrabajo”, was created that

enabled work over distance, connecting employeresmployee over internet or telephone.

As will be demonstrated, Lagos’ administration @ebther important measure which was the
extension of compulsory education to secondary aoip level. The discussion on the

educational system would gain momentum in latersyeaf which this measure constituted
only a first step. However, it reflects the geneadavelopment of continuous increase of

Chileans who would count with access to secondaayhégher education.

Another important feature of Lagos’ mandate count# the introduction of unemployment
insurance, based on individual savings. As the @ifsts kind in Latin America, it was often
regarded as a model for other countries in theoregiowever, the program depends highly
on the type of contract held before becoming unegmsal, leaving out the self-employed and
informal workers and disadvantaging fixed-term cactis. Consequently, it was shown to
have serious fallacies in terms of protecting vidbée groups that are most likely to become
unemployed (Sehnbruch 2004).

In the tug-of-war for labor market reform, the gyaaistic dynamic between employers and
unions has remained. On the one side, the bussmEsr maintains close bonds to the
political right, campaigns for more flexibility anderegulation and resists any measure to
strengthen the position of the unions. On the ofid®, unions remain skeptical towards the
economic model and repeatedly call into questisragitimacy. The situation has led to an
impasse that clearly favors the employers’ situmatio The unionization and collective

bargaining rates reflect this issue. In the pastades since the transition to democracy,

unions never managed to regain their strength. idpédion and collective bargaining rates

% President of Chile from 1994 to 2000, Partido Derata Cristiano
* Presidet of Chile from 2000 to 2006, Partido obemocracia
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recovered slightly after the transition, but theclthed continuously until 2000. Since then,
they have remained at about 11% (Riesco 2009b; CERA1). The permanent “crisis” of
the Chilean unions (Salinero 2006) is seen as ar dieicator for the persistence of the

neoliberal model and the continuing concentratibpoaver on the employers’ side.

However, during the government of Michelle Bachelettivity on the part of the unions
gained a new dynamic. In 2006, a law to protectsotvacted workers was passed, which
should prevent companies from stealing away fromeirthesponsibilities to subcontracted
workers. A patrticular role in this respect has ¢odocredited to the subcontracted workers in
the forestry and mining sector, as they succegstubanized strikes in order to protest
against their continuous discrimination in compamisto plant workers. These incidents
conferred new strength to the CUT as a whole arsd #d other actors such as a
representative of the Catholic Church to speak mpfavor of raising workers’ wages
(Sehnbruch 2009: 13).

Another earmark of the Bachelet administration s introduction of a basic universal
pension when faced with the fact that large paftshe population (about half) that had
changed to the individual savings account systemewmt able to reach the necessary
minimum of contributions to receive a pension. Tisasure was seen as “a major correction
for a system that was held as the model for thmnédFraile 2009: 226).

From 2006 on, social mobilization increased sigatfitly, not only among workers, but

particularly among secondary and university stuslewhich culminated in massive protests
and strikes in 2011. Accordingly, the mandate oba®&4an Pifiefato this date has been

characterized by a fierce discussion about theadual system and ways to finance a public
educational system. This has resulted in a recapibyoved tax reform which however seems
to have caused more resentment than approval amstagnt leaders and parts of the
opposition, as it is seen to not go far enoughrolento ensure adequate funding for the

educational system.

® President of Chile 2006-2010, Partido Socialister; father was tortured and died in prison durimg Pinochet
regime, while she was also imprisoned and spemadsyin exile. On her return, she engaged activetijiverse
movements for democracy. This background is reghateone of the reasons for her continuing populari
among Chileans. She was recently re-elected asdhdidate of the coalition of left-wing parties ftre
presidential elections in January 2014.

6 President of Chile 2010 — present, Renovacionddat (right-wing)
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Another important incident that has shaped the gouent of the Alianza from the beginning
was the organization of reconstruction work aftee tarthquake in February 2010. As a
conseqguence, it seems that labor market issues ri@veanked under the priorities of the
Pifiera government. However, their program concegri@bor market policy promised the

creation of 1 million jobs and the promotion of wem's participation in the labor market.

So far, the development of Chilean labor markeicgoin its historical context has been
described. It remains clear that the country hasergone profound transformations on the
political as well as on the economic and socia¢éleMany of the described issues continue to
constitute controversial subjects of public dehgido this day, such as the binomial election
system, the privatized educational system, or difiect connection to labor market issues —
the unions’ position and workers’ rights. In thdldaing section, the objective is to shed light
on the consequences of implemented policies forsthecture and dynamic of the Chilean

labor market as of today.

2.2. The Chilean Labor Market at the Beginning of the 2% Century

There is a range of indicators that can give am ioethe conditions on the Chilean labor
market today. Most of them have only become avilaince the implementation of the
CASEN, that is, from the end of the 1980s. For samdeators, more detailed information on
its measurement is required as internationally rgivg) methods in measurement exist. With
the objective to provide an overview of the labaarket situation in Chile, in the following
the focus will be put on demographic charactessttome economic indicators and features

of the labor market structure

" Inevitably, only a selection of indicators candiscussed. For further information, see either ECL{®011,
2012), OIT (2011) or OECD (2009).
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2.2.1. Demographic Development

Figure 2.1: Population Growth 1982-2012
20.000.000

16.572.000

16.000.000 15.051.000
13.266.000
12.000.000 11.323.000
8.000.000 - ® Population
4.000.000 -

1982 1992 2002 2012

Source: INE (2012)

As can be appreciated in the graph, population giromas stronger in the 1980s and has
slowed down continuously since then. This decalamabf population growth is closely
linked with a continuous decline in fertility ratele this regard, Chile follows a common
pattern with other Latin American countries, asvgl@ELADE data. However, it is notable
that the demographic transition in this period tagkace on a lower level than in most of the
other Latin American countries. Growth rate as veallfertility are already lower than the
region’s average and continue to decline over #r@g in question. This data indicates that
demographic transition in Chile took place earien in the rest of the region. Not least this
chronological offset must be viewed in relationlmpirofound social transformations resulting
from measures by the military regime, which cante power in Chile earlier than in other
parts of the region.

Table 2.2: Population Growth in Latin America and Chile
1980-1996 1990-2008 2000-2016 2010-2015"

Population growth rate
Chile 16,5 15,65 10,55 8,9
Latin America 20,1 16,35 12,45 115

Fertility rate (births per woman)
Chile 2,66 2,38 1,97 1,89

Latin America 3,7 2,89 2,39 2,09
Source: CELADE (2009)

Ycalculated average
BxProjection
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Demographic change implicates a variety of issoe&&tin American labor markets, ranging
from transforming family structures and relatediess of care to a shift in the age structure of
the workforce. An important point in this contest also the growth of opportunities for
women to participate in the labor market, as tre@eslof the dependent population is reduced,

simultaneous to an increase in the share of thdugtive population (ECLAC 2012).

2.2.2. Legitimacy of the Chilean State

For the Chilean case, it was shown that the irigiital structure experienced profound
changes in the last decades. The perception ofstdde by the population constitutes a
particularly relevant aspect when it comes to tkierg of informality (Portes/ Haller 2005).

The here presented information is focused on tléineacy of the structures that have
developed over the years as described above. \Wilperception of the state will not be an
explicit object in the empirical study, it does stitute an important influence that should be

kept in mind when considering other influencesmommality.

Figure 2.2: Confidence in Institutions in Chile andLatin America/Spain

Confidence in Institutions in Chile and Latin America/Spain
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Source: Latinobarémetro (2009), author’s calculatso
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One way to approximate the legitimacy of stateituisbns is to analyze surveys that focus on
iIssues such as the population’s trust in publictitiions. For this purpose, the

“Latinobarometro” survey yields useful informatioim a region-wide inquiry, data on the
barometer of public opinion is obtained in yeanervals. In spite of its methodological
limitations’, the survey provides anecdotic evidence of theemely low levels of trust in

public institutions throughout the region (ECLAC). By means of an example, the
presented chart illustrates levels of confidencpuhlic institutions throughout Chile and the

rest of Latin America in comparison.

In a broad sense, Chilean data is consistent toethien-wide trend of low trust in public

institutions, with a slight tendency to more moderapinions (some/little confidence).

Political parties are less trusted of all listedtitutions, only slightly more than 20% of the
population expressed at least some confidenceem.tiRemarkably, those institutions that
people are most confident about are the militargt #re church. About 70% of Chileans
expressed their confidence in the church, and ne&d% in the military. That is, those

institutions that are less related to a functiordegnocracy (as illustrated through the military
coup) enjoy clearly higher trust among the popatathan state institutions.

Although the analyzed variable only captures a vggneral opinion towards public
institutions, data on the perception of justicefrars these findings. This includes extremely
low confidence in the efficiency of the judicialstgm and the perception that people are not
equal before the law. Remarkably, those low lew¢lsonfidence are consistent across age,
education level and socio-economic origin (ECLA®?2P

2.2.3. Economic context

The following economic indicators (see table belgive an idea about the state of economic
development in Chile and draw a clear picture efékconomic ups and downs that occurred
in the region since 1990. The growth in GDP peritaaguring the 1990s is a sign of the
considerable economic expansion that Chile expeenn that period. While the country
started off with a GDP per capita slightly benethi Latin American average, it was wide

ahead of most other countries in the region aetiteof the decade.

8 For a more detailed discussion, see ECLAC (200 Wvow.latinobarometro.org.

17



Introduction to the Chilean Labor Market Claudiuger

The only year to record a decline was in 2009 i@salt of the economic crisis that hit diverse
countries across the globe and also Latin Amekttavever, it is likely that between 1999
and 2002 something similar occurred, as the regias also highly affected by the Asian
crisis at that time. Over the period of three yetrs recession is reflected in a slowdown of
average GDP growth to 1%, which still denotes aebgperformance than the regional
economy that experienced an average decline of .O8garding the crisis in 2008/09, a
detraction of GDP followed suit, leaving Chile wihslightly less dramatic detraction of the
economy than other Latin American countries. Howgvke Latin American economies

recovered quickly and returned to the pattern ofwgin in the following year.

As a consequence from the crisis in 1999 whichirstth public finances and led the
government to resort again to emergency emploympergrams, the “Fiscal Responsibility”
law was proposed in 2001 and passed in 2006 wéhaiim of avoiding similar situations in
the future. Under this name, a policy was establisthat stipulated fiscal saving and
spending in dependence with the international copgee. In this context, it is important to
consider that 16% of fiscal income is derived froine copper mining industry and the
national company for copper mining, CODELCO. Giwae high variability of the copper
price, the Fiscal Responsibility Law implies thabpc finances are not based on the effective
balance, but on the expected balance in the methum In simple terms, this policy entails
“saving during economic highs, when revenues kntavhe of only a temporary nature are
received, and spending the revenues in situatidreiscal income drops” (Rodriguez et al.
2007: 60). The law represents an important stepdress the country’s dependence on

international raw material prices.

The so-created Social and Economic StabilizatiomdFseems to have made an impact in the
2008 crisis. Regarding the unemployment rate, tleets of both crises can be appreciated, as
it peaks at the end of the 1990s and the 2000 dec¢#alvever, with economic growth soon
back on track, unemployment has also declined #yeathce then, not least because of
stimulating measures by the government includinglipunvestment in infrastructure and
CODELCO (ILO 2013a: 6).

Similar to labor market analyses in Europe, diffeéferms of measurement of unemployment
exist. While ECLAC data suggests an unemploymert989 of 10,1%, Sehnbruch (2006)
found in her surveys at that time an unemploymatea as high as 15,4%. The official method
to determine unemployment in Chile defines the ysleyed as those who worked less than

one hour in a remunerated activity in the week ¢guewy the interview, have been actively
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looking for a job in the last four weeks and araikable to start working within the next two
weeks. In order to be considered unemployed, andnaative, it is also required to have
worked before for at least a month (INE 2012b).

Particularly those who find themselves living underclose to the poverty line may not be
able to afford the “luxury” of unemployment, asyhiepend on their income in order to make
a living. Effectively, one view of the origins afformal work is that it arises in labor markets
that do not provide sufficient formal employmene(fy et al. 2007; Tokman 2007). People
who are excluded from formal work subsequently tiorimformal work while “queuing” for
formal jobs. This explains in part why the unemphaynt rate works as an orientation for the
situation in the labor market, but in itself doed constitute an appropriate measure for labor

market performance.

The minimum wage, regulated by law and adjustedualhy) constitutes the issue of fierce
discussions between the involved parties. In 2a@8dut 20% of the workforce received the
minimum wage or less. For 2012, the minimum wageaftull time job (45 hours/week) was
fixed at 192.000 Chilean pesos, which correspondabbut 290 Euros at a 2012 exchange
rate.

Table 2.3: Economic indicators in Chile and Latin Anerica
1990 1999 2002 2008 2009 2010

GDP per capita (in 2000 dollars)

Chile 3927,8 6051,3 64439 79805 77696 8095

Latin America 3970,9 4456,1 45145 5478,2 58095571,1
1990-

Annual average variation, percent 1999

Chile 4,9 1,0 2,6 -2,6 4,2

Latin America 1,3 -0,9 2,8 -3,1 4,8

Unemployment, percent

Chile 7,8 10,1 9,8 7,8 9,7 8,2
Latin America 11 111 7,3 8,1 7,3
Annual average variation of real 1990-
urban minimum wage 1999
Chile 55 2,9 -0,2 54 24

Source: ECLAC (2011)
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A commonly known fact is the high level of inegtylof income in Chilean society. The
GINI indicator lies for Chile at about 0.51, anrexhely high value even in comparison with
other Latin American countries and very similarGolombia (about 0.56) and Brazil (about
0.55) that have the highest scores for the indexrdiiaga 2009; World Bank 2010). If other
measures are applied such as the income ratie@ofdhest decile to the lowest decile, Chile’s
position is about mid-range in Latin American comigan, at a score of between 25 and 30.
In the US, this score lies at around 15, whileewample in Austria or Norway the top decile
has an income about 6 times as high as the botemitedOECD 2010).

2.2.4. Poverty and Indigence

Its success in the struggle against poverty is oh¢he reasons why Chile gained the
reputation of the model student in the region, @gepy dropped from over 40% in 1988 to
15% in 2006. While the 1980s due to the economigesrare often referred to as the “lost
decade” in this respect (as can be appreciatedhdyegional poverty levels), the following
decades brought a significant decrease both inrpoasad indigence (around 4% today).
During just one decade, the country basically hhlyp®verty and reduced even more
drastically its indigence rate. The margin betwdgnle and the rest of the region has

widened considerably for both figures.

Data published by the Ministry of Social Developinsinows a divergence from the ECLAC
data: For 2009, poverty is defined at 15,1% anderte at 3,7%, with a minimal change in
2011 (14,4% poverty and 2,8% indigence). The natidndigence line is established
calculating a basic food basket. The poverty lioestitutes the indigence line multiplied by 2
for urban and by 1.75 for rural areas (ECLAC 2044). In the Chilean case, the poverty line
for 2009 was 64.134Ch$ for urban areas and 43.282@trural areas, which corresponds to
135USD and 91USD respectively.

The data for the measurement of poverty is providgdhe CASEN survey. When the
government announced recent data on poverty eattadcom the CASEN survey 2011 in
September 2012, the often recurring debate on #esurement of poverty was revived. The
government’s announcements on the decrease of tgowere met with criticism, as the
observed change was minimal and the method to lesdcthe basket of basic goods has not

been changed since 1987. Thus, in general itdhhs assumed that there has been hardly any
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change in the poverty rate since 2009. An argurbemight forward in the debate has been
the possible introduction of a relative povertyelitf defined as those who have less than 60%
of the national average income at their dispodadutia quarter of the population would be

counted as poor (Sunkel/ Infante 2009: 134).

Table 2.4: Poverty and Indigence in Chile and LatirPAmerica

Total of population under the poverty line, percent 1980 1990 1999 2009 2010
Chile 38,6 21,7 11,7
Latin America 40,5 48,4 43,8 33 314

Total of population under the indigence line, peitce
Chile 12,5 51 3,5

Latin America 18,6 22,6 18,6 13,1 12,3
Source: ECLAC (2012)

2.2.5. Labor Market Structure

In a first approximation towards the labor markets important to take into account that a
considerable part of the population will not beluded directly in the analysis, as for
example those too old or too young to participatéhie labor market, or the economically
inactive population. However, for the most parpst who do not participate in the labor
market, in order to ensure their material wellbeftsgwell as regarding their social position
will depend on another person who does. Undergéispective, the labor market maintains a
decisive role for the population beyond the immtxiaelevance for the workforce
(Sehnbruch 2006, Wormald/ Torche 2004).

An increment of the labor force participation r&eChile during the past decade can be
identified. It started off significantly lower thathe regional average and gradually
approached the 60% line. Data on labor force ppdiion for the region shows that the rate

has stayed more or less stable at this point ipdse years.

Table 2.5: Labor force participation rate in Latin America and Chile
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2017

Labor force
participation rate

Chile 539 53,7 54,4 550 556 548 549 56,0 559 585 598

Latin America® 584 586 595 596 592 595 596 59,7 59,7 60,0 599
Source: ILO (2011)

° Average January-October
% Data for urban areas
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It has to be taken into consideration that the f@atdemale labor force participation remains
much lower, according to recent data from the Neidnstitute of Statistics at about 47,2%
(trimester May-July 2012). This is one of the lowvkewvels in the region and is linked to a
variety of issues. Traditional patterns of sexusisibn of labor are still ingrained in Chilean
society and prevent women from participating in tlabor market. The influence of
paternalistic and catholic values that maintain theage of women as mothers and
housewives has to be recognized (Contreras et(dl3)2 Coupled with the absence of
adequate and affordable childcare, to name just example of institutional barriers, it
becomes clear that gender inequality in the labarket functions on diverse levels (BM/
BID/ SERNAM 2007).

However, in part it seems that the expansion ofdher force benefits particularly women in
their participation in the labor market. In compan to data from 2009, a much stronger
increase of participation of women can be iderdifithan among men. While male

participation in the labor market increased less1tB%, female participation grew over 4%.

Table 2.6: Labor force participation rate in Chile according to sex

Labor force participation rate Male Female Total
Trimester January - March 2009 70,8 43,5 56,9
Trimester January - March 2012 72,5 47,7 59,9

Source: INE (2012a)

Undoubtedly, the enhanced participation of wometh@labor market opens a variety of new
opportunities and represents an important stepewveldpment. The augmented entry of
women into the labor market brings along a broaweaof issues to be considered, as its
effects are felt far beyond the confinement ofldimr market (Todaro/ Yafiez 2004). Gender
roles undergo transformations and the needs of mgnkomen gain increasing importance.
In this context, it becomes particularly necessargsk what kind of jobs these women who
currently enter the workforce take on and how theror relations are configured. Hence,
gender issues constitute an important part of thecudsion regarding labor market

development.

For a better understanding of the Chilean laborketait is fundamental not only to take a
look at economic indicators and participation rabeg also at its composition. Changes in the
occupational structure reflect transformationshi@ productive structure that took place over
the years and coined Latin American societies werg particular way. Analysis of the Latin
American social structure gained momentum in theoise half of the 20 century (Atria
2004; Filgueira 2001). It was found that similandencies of “early capitalist modernization”
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as in the European context took place, howeveh sgime Latin American peculiarities due

to the productive model that involved a strongamtie on raw material exportation and

belated and only partial industrialization. Whilensumption and lifestyles developed that
corresponded to countries in plain industrializajwocess, the productive structure remained
at a scarce level, leading to a paradoxical coexegt of “modern” and “traditional”

structures.

The before mentioned model of industrialization wmaport substitution is of decisive

importance regarding the occupational structure giomotion of domestic manufacture and
growing employment in the public sector led to adar expansion of the wage-earning
sectors, both among the urban industrial workimg<land among civil servants employed by
the state (Filgueira 2001). Both trends succumlfiesst 4973 as the public sector experienced
heavy downsizing measures and the domestic induehis faced with increased pressure

from imported goods.

The following table by Torche and Wormald provideaverview of the development of the
labor market structure from 1970 until 2000, whiolhkes it possible to track the impact of
the rupture in the productive process on the odowpal structure. At a first glance, a
reduction of the proportion of workers in agricuéius clearly observable since 1990. Other
important tendencies are the decrease of the wgrkiass, particularly in the industrial
sector, an ascent of employment in the tertiaryoseand higher levels of employment in the
private sector. These findings are in tune withgreviously described policy of the regime to
reduce public employment. The loss of public seetmployment was compensated on the
one hand through private sector salaried employnmnthe other hand through small-scale

independent productive units.
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Table 2.7: Occupational categories in the EGP Sches1971-2000

Categories 19711980 1990 1995 2000
I. Agriculture, fishing, hunting 18,3 14,4 18,8 15 13,9
Il. Not agriculture 81,7 856 81,2 85 86,1
1. Employers 13 14 3 2,7 2,4
2. Middle classes 26,2 335 313 36,2 37,2
a) Wage earners public sector 18,4 9 6,9 6,8 7,4
b) Wage earners private sector 1518,2 21,3 21,6
c¢) Independent workers 78 9 6,3 8,1 8,2
3. Traditional handicraft 6,2 5,2 5,2 5,4 5,5
4. Working class 34,5 20,3 28 28,9 28,6
a) Mining industry 1,3 1,3 1 0,9 0
b) Industry and construction 25,811,1 12,1 13,1 12,2
¢) Commerce and services 7479 149 15 15,9
5. Marginal groups 9,6 104 125 11,2 11
a) Domestic workers 54 57 6,5 5,5 4.9
b) Marginal vendors 2 3 3,3 3,2 3,4
¢) Marginal service workers 2,2 17 2,8 2,5 2,7
. Other 39 14,7 1 0,6 1,4
Total 100 99,9 99,8 100 100

Source: Torche/Wormald (2004: 15)

In an effort to update Torche and Wormald’s findingspinoza et al. (forthcoming) describe
shift in the social structure from 2001 to 2009eyhdentify a growth in the “service class”,
consistent of owners and directors of large andiumedenterprises, professionals and other
accommodated groups. Their main finding is thattérgarization of the workforce remains
low in comparison (about a third of the populaticem)d that Chile’s social structure
corresponds to the “social pyramid” (large workiclgss, limited middle sector and small

upper class) typical for Latin American societies.

The presented data indicates some fundamentarehfifes that are characteristic for Latin
American labor markets. On the one hand, due testoamations in the economic model,
private sector employment is of higher importantant public sector employment. On the
other hand, the share of workers who find themsetugiside of labor market regulations is
higher, resulting from the higher share of self Eywpd workers as well as the higher share of
wage earners whose employment relationship doesamaply with given regulations (Torche
2006). While informal (sector) employment will beadt with in more detail in later chapters,
the following section points to a particular phemmon on the Chilean labor market that will
be of importance to this thesis.
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Employment in the “Grey Zone”: Honorary Contracts

A particular case in the context of informal emml@nt are workers employed on “honorary
contracts” poleta a honorarios These honorary contracts do not constitute apl@ment
relationship per se as they are designated fopenident workers who deliver services, as for
example electricians. As such, they are not regdlat the Chilean labor code, given that
their relationship is not considered as an emplaoymelationship but a commercial
relationship. The consequences of this classifinaare manifold. Mainly, it implies that
workers’ rights as defined in the labor code, faaraple regarding leave entitlements or
severance payments, do not apply in this caseeddstany contract is based to a much higher
extent on the arrangements as negotiated betweercdhtracting parties (Direccién del
Trabajo 2013).

A decisive feature of this form of contracting Isat it is not linked to any obligations
regarding social security. However, this gap igentty under revision and is planned to be
closed by the Chilean government through a new(laey 20.255) that, beginning in 2012,
gradually introduces obligatory contributions téineanent pension, work accident insurance

and health insurance until 2018.

Honorary contracts have become a popular instrurteemircumvent labor costs (that are
generally already at an extremely low level anywd¥jiginally designed for independent
workers, this form of contracting has become insiregly applied for workers who find
themselves basically in a subordinate employmelatioaship, complying with a defined
time schedule at a defined workplace etc. Whilegy gene employment is estimated at about
4% of the employed workforce (Leiva 2012: 200)isittonsidered an important component
indicative of a transforming labor market (Maurcditéz 2005). Honorary contracts in wage
employment are found particularly among profesdicategories such as doctors or teachers,
but also in public administration. Honorary contsaexemplify a problem of increasing
importance that concerns the growing difficulty determine the levels of autonomy and
subordination of workers (Leiva 2012)

! The Sol Foundation, a Chilean research institutdabor market issues, publishes on a regular kiasis
percentage of wage earners who do not count wiglofjamployment, a percentage that has held betvi&8s
and 20% in the past years (Sol Foundation 2013).

25



Introduction to the Chilean Labor Market Claudiuger

2.3. Conclusion

Chile has experienced a series of profound chatingeésange from violent political upheavals

that have “divided” the country to profound shiitsthe productive structure. Not least the
plan laboral and its consequences for the labasle@n constituted a significant rupture in

Chilean labor market policy. Skyrocketing unempl@yrrates in the 1980s that triggered the
largest emergency employment program in Chileatolyiscontrast with the Chilean labor

market today which in times of struggling Europe@and US labor markets exhibits decreasing
unemployment rates and continuous economic grodgainst the background of strong

economic growth in the 1990s and with some disomgstialso in the following decade,

poverty levels were reduced decisively and GDP gqegpita reached about 15.000$ in
purchasing power parities. Salient features of @Gindean labor market include a growing

participation rate especially for women and a geddertiarization of occupations. However,

strong inequalities persist, expressed both initleguality of income and in the lack of

opportunities of occupational mobility to highersgmns in the hierarchy.

The past decades marked various changes in reg#nd tabor market that brought Chile in a
clearly favorable position relative to the restlwé region. At the same time, problems persist
that are issues of academic and public discussion as the stagnating reduction of poverty
levels, continuing high inequalities or the lackpaiwer of labor unions. These are important

aspects to be kept in mind when studying employmedations in Chile.
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3. INFORMALITY OF EMPLOYMENT

“If you don’t have a contract, you don’t have argcarity about your job.
And that gives you dissatisfaction, frustration amsecurity... You don’t
know if you will be able to work or not the follogiday.”
-Market vendor, former employer

“Basically, | don't ask the government for anythifidhey haven’t given me

anything either. (...) As | don't ask for anythingey shouldn’t ask me for
anything either.”

-Artisan on Santiago’s main street

The preceding excerpts from interviews already givent on the controversy that governs to
a large extent the discussion on informality. Bpdsitions are reflected in the literature and
will be elaborated on in this section. Furthermaine, conceptual framework for the following
empirical analysis will be provided. The followirexcursion includes a discussion of the
terms “work” and “employment”, a necessary stept thets the basis for the following
delimitation of the population to be analyzed. Sagpently, the discussion on (in-)formality

of employment will be addressed.

The outlined approaches are based on different ppetises that determine the
conceptualizations of informality. However, they dot represent independent “theories of
informality”. In this context, it should be kept mind that the discussion on informality has
been guided predominantly by the results of emgliniesearch on the phenomenon (Portes/
Haller 2005). Given the heterogeneity of informalia diversity of competing concepts and
associated terms have developed, which all havepglae when it comes to explain different
aspects of the phenomenon. By discussing the netstant conceptualizations regarding
informality, always maintaining a particular foces Latin America, its ambiguity and

complexity will be highlighted and problems regaiglits analysis will be outlined.

The following conceptualizations of informality thevill be presented do not necessarily
correspond to the definition of informality whichilMbe employed in the empirical analysis.
However, their reconstruction is crucial in orderunderstand the origin of the informality

debate and how different conceptions of informdiistye developed.
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3.1. Excursion: “Work” and “Employment” as Sociological Categories

The German term “Arbeit”, just as its English equent “work” or the Spanish “trabajo”,
encompasses a broad range of activities. As aatedpect in human life that is essential for
shaping our identity, work constitutes a matteméérdisciplinary analysis that has drawn the
attention of scholars from almost any field, frosyearly on as in ancient Greece. All the
more it is important to determine the sociologigatspective from which this subject will be
addressed (Pettinger et al. 2005; Voss 2010).

The concept of work has escorted sociology frombgginnings when Marx turned it, in
opposition to capital, into one of the determinaositshe structure of society. In fact, in the
context of sociology of work Marx constitutes amvitable basis. But when writing about
work, Marx actually had a very philosophical catggm mind. According to his view, work
implies human interaction with nature and the husaapacity to plan and implement action
upon the surrounding environment. Work follows artipalar purpose and can be
distinguished from animalistic work, as human warkolves conscience. Other aspects of

work are its utility and its consequence of humalfitdevelopment.

This only very short outline indeed follows the ymhtention to point out that one of the
founders of sociology of work had a much broade¢egary in mind than the concept that
became dominant in the 2@entury (Voss 2010). The famous contrast of wortt eapital

constitutes then a result of the application oftdren to his contemporary society, but is not

defined as constitutive to Marx’s concept of work.

While sociologists emphasized different aspectsom@icg to the national context, the
development of sociology in the post-war period wesply linked to the study of work itself.
Under the label of “industrial sociology”, studiegre principally focused on male formal
income-generating activities in capitalist orgatimas (Halford/Strangleman 2009; Voss
2010). An important point to consider is that imsthespect, the focus of academic attention

reflects the understanding of work in a societglité/oss 2010).
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Based on the diagnosis that this concept of wortoisonger able to explain the processes of
diversification taking place in reality, the demé&od an extension of the concept grew. Since
the understanding of work as a whole experienceghsformations, the narrow
conceptualization of work was increasingly criteiiz Ann Oakley’'s “Sociology of
Housework” introduces the discussion on the stafdsousework and brings forward a more
general critique regarding the neglect of womenarkwboth inside and outside of the

employment relationship (Halford/ Strangleman, 2009

The feminist critiques can be seen as symptomati@fgrowing focus on work that takes
place outside of the before mentioned “standardl@ynpent relationship”. The mentioned
conceptual extension of sociology of work beyonel stkandard employment relationship led
to the discussion what remains the essential contharacteristic of different forms of work.
As will be addressed in more detail later on, thecept of the informal economy or informal
employment triggered a very similar discussion eoninig the question how to differentiate

between informal work and activities that are mmirtted as work.

For this thesis, it is essential to distinguish kvorfrom employment

(“Beschaftigung’/’empleo”). The basic mode of digtiion between both terms is that
employment constitutes an income-generating agfis defined by Jary and Jary (1995:
196): “any activity engaged in for wages or salaffius, the moment when work is carried
out in exchange for a certain price, we speak gbleyment. Although a widely recognized
distinction among labor market analysts, this digton undoubtedly bears its difficulties,
particularly in the Latin American context. For exale, it has become a very common
approach to include the category of unpaid familgnmmers among the occupational
categories, which implies their inclusion in theptoyed population, although they do not

receive direct payment for their work.
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The traditionally lower rate of labor force paration in Latin America suggests that a
decisive part of the population (particularly womes was demonstrated earlier) engages in
activities that do not fall under the category ofpdoyment but nonetheless are counted as
work (reproductive work, household chores etc.).il&/lthese findings may lead to the
conclusion that for a considerable part of the pefpan, participation in employment is not a
decisive factor, it must be emphasized (again) ttieaChilean population is highly dependent
on income generated from employment, as 82,2%eoptpulation’s income is derived from
employment (Wormald/ Torche 2004). This makes eympknt an essential resource in order
to access income and material wellbeing and thiisefethe life chances of the majority of
the population. Traditionally, employment issuesoalange highest among the population’s
concerns and induce politicians to address the again and again (Sehnbruch 2006, 2009).

In the moment when we focus on employment, as ddfas work in exchange for wages or
salary, the analogy to markets as analyzed in enanmodels is very suggestive. Basically, a
supply and demand side can be identified that tledr equilibrium through the allocation of
wages. From this perspective, the labor market ingdems all too familiar to other
commodity markets. However, it has been made ¢hesra diversity of forces is present on
the labor market that calls into question this aggl Even in Chile, one of the countries that
most promoted free-market dynamics since the 19f@se are serious limitations to this
model. However, the denomination of “labor marketevails for the totality of the
population engaged in income-generating activities.

But independently from the perspective of employtmeshan income-generating activity, it

has been found that employment at the same tinfiesfalnon-monetary function. Inter alia,

employment enables social participation. Employmsrdlso linked to social norms whose
neglect results in negative consequences (Kurzf8@@94). As such, it is not surprising

when Torche and Wormald (2004) found that 72,4%thef employed Chileans would

continue in their employment even if they had theney to leave it. Thus, while the income-
generating characteristic of employment is ceryaam important one, it remains clear that the
effects of employment and employment conditionssoniety are much more diverse than
that.

It becomes clear that, while work and employmentstitute essential mechanisms for the
organization of society and reflect changes the fslace on a more general level, it is also a
highly complex matter. Informality constitutes ord its facets that defies simple

explanations. It will be studied more closely ie flollowing.
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3.2. Informality: Origins and Development of its Conceptializations

3.2.1. The Informal Sector in Urban Africa

Purportedly, the concept of the informal sector wageloped in the 1970s in the course of
various studies that focused on employment in uisfita. These include a study of the
urban labor market in Ghana by Keith Hart, an Efghnthropologist, and the report of the
Kenya mission of the ILO in 1972 (Portes and Halk§05; Perry et al., 2007). In his analysis
of informal income opportunities in an urban areaGhana, Hart anticipated a variety of
issues that would become relevant for researchntmrnmal employment in the following

decades, which is why his research is dealt witimame detail here.

A preoccupation of research at that time was tbheeased urban population that resulted from
industrialization processes and rural-urban migraiin developing regions. The resulting
surplus of unqualified labor was viewed as the ‘gial masses”, living in the urban

periphery, unable to become integrated in the utbbhar market. Significant issues at that
time were strategies of the “urban poor” to adaqut survive in the new environment. In this
respect, it is possible to observe a tension betweis “deficiency” view and those studies

that emphasized the innovative and adaptive patieottthe informal sector.

Hart (1973) based his studies of informal incom@asfunities on the observation that
unemployment constituted an extremely uncommon @memon in urban Ghana. Instead,
workers engaged in a variety of income-generatictgyiies, often in addition to a regular
wage earning job, in order to make ends meet. Asutiderlying motive for these informal
activities, Hart identified inadequate income dedvifrom the average formal wage earning

opportunities.

Similar to other efforts in research to developypotogy of informal activities, Hart

distinguished formal from informal income opportigs and elaborated on different forms of
informal employment. While formal activities wereamly related to public and private sector
wage employment, informal activities were seen @sl@gminantly self-employed, although

Hart recognized that informal wage employment alsisted.

Informal activities were divided in legitimate ailtegitimate activities, understanding as
illegitimate the provision of goods and servicefirg®l as criminal by the law (in this case,
Ghanaian law). Among legitimate informal activitieworkers engage in primary and

secondary activities such as farming or the manufzg of goods. The skills and the capital
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inputs required are highly dependent on the typeadivity. In the service sector, Hart
identified as a predominant element trade actwjitleoth the distribution of goods and the
intermediation between business partners. Otheficesr would involve housing or repair
services and also entertainment or religious sesviMany of these activities were found to
be realized in combination with a formal income-g@ting activity. Other forms of informal

income also considered are transfers from relativésends and begging.

On the other hand, illegitimate informal activitiexelude for example smuggling, theft or
burglary. Particularly among women, he identifiecbgtitution as an illegitimate (since
illegal) informal income-generating activity. Alsopnfidence tricksters, money lenders at
usurious rates and recipients of bribes are coumtddis category. The classification of a
person to either legitimate or illegitimate infornaativities is often not that clear as a person
can switch between both categories (and also betd@enal and informal activities) in a

very short time and generate income from activiiesn several categories.

Hart describes the informal sector as highly dymaamd as including highly heterogeneous
activities. It comprehends all kinds of income-gaiag activities that workers engage in as a
strategy of adaptation and compensation of low @gsimg income. Regarding the entry
barriers to different forms of informal employmengrious potential barriers are identified.
These can involve the requirement of particulaiiskincluding, but not limited to, literacy or
technical and management skills), a sufficient amhaaf capital or possibly a position of

power, in the case of receiving bribes.

Also, the income generated in informal activities found as highly variable and not
necessarily related to the time spent working.h&tsame time, instability of employment and
of the generated income is highlighted, which leadskers to engage in several activities at
once, following a strategy of risk diversificatioBimilarly, informal activities function as a

buffer during (formal) unemployment spells as tpeyentially substitute the lost income.
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While very different in scope and methodology, Haposition found itself in line with the
famous ILO report on Kenya in various respects. Tl@ report drew attention to the
importance of the informal sector in urban laborrkets in Africa and transformed the
informal sector into an issue on the internatiatelelopment agenda. A shift of the view that
focused exclusively on the formally employed arel themployed was suggested. In contrast
to developed countries, it was argued that in dgme labor markets most of those
traditionally seen as “unemployed” are actually &gy in informal income generating
activities. This finding should have far-reachingnsequences for the conceptualization of
research on labor markets in developing countr&sy in other regions such as Latin
America.

3.2.2. The Discussion on Informality in Latin America

Around the same time that the informal sector becam object of investigation regarding
urban labor markets in Africa, literature on theuis also began to develop in Latin America.
This development was decisively influenced by th® land its report on Kenya and

promoted by the Regional Programme for Employmértadin America and the Caribbean

(PREALC) that later was integrated in the Econo@ammission for Latin America and the

Caribbean (ECLAC).

Similar to the African case, the urban informaltseavas explained by the growth of the
urban population resulting from rural-urban migpatiln this context, attention was drawn to
the distinction of a “modern” urban sector andraditional” sector formed by individuals of
rural origin who maintain traditional values. Irhet cases, the informal sector was visualized
as consisting of “marginal” activities; marginal iegard to modernization and the capitalist
mode of accumulation, but also in terms of useeohthology (Cortés 2000). The view of the
informal as a poor and disadvantaged group becaare prominent as more studies in this
area were conducted. These studies localized iflidgmot only at the geographical margins
of urban areas, but described them also as exclundsatial, cultural, economic and political
terms (Portes/ Haller 2005). Two contributions viok dealt with in more detail as they
represent different approaches towards the issat htve been of high influence. This
includes on the one hand the work of Hernando de &ad on the other hand of Alejandro

Portes and colleagues.
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3.2.2.1. The Revolutionary Potential of the Informal Sectédernando de Soto

Hernando de Soto is a Peruvian economist who playedjor role in the discussion on the
informal sector in Latin America. As one of the mokers of the Institute for Liberty and
Democracy (ILD), de Soto’s position is best defingsl one in favor of liberal market
democracy. Intellectual precursors of the ILD imduMilton Friedman and Friedrich Hayek.
The Other Patlffirst published in Spanish in 1986), a study winimal settlement, trade and
transport in Peru turned into a seminal work onitiiermal sector in general. Main ideas of
the book are based on the results of an extensiwe\s conducted among street vendors in

Lima.

Against the backdrop of increased rural-urban ntigmain Peru, de Soto describesThe
Other Pathhow those arriving in the city — which in most easneant the capital Lima —
were met with practically insurmountable legal s that would keep them from building
up a new existence. The Peruvian state is chaizateas “mercantilist”, given its excessive
regulations and authoritative policymaking thatverg the free development of private
formal enterprises and foster corruption. As a eqgnsnce, a great part of the population is
forced to develop its economic activities outsifiehas strict legal framework. The resulting
difficulties affect all spheres of life and becomminent regarding aspects such as housing,
transport and work. According to his study, infolityathus is not just a feature of the
employment relationship, but is regarded as chariatic for the entire existence of a
particular group of the population in the contektural-urban migration.

The exclusion of the “informals” from key servicasd legal protection leads to alternative
forms of organization that may adopt some of thisteg rules but may also work quite
differently regarding other aspects: “Consistingegsially of informal customary law and of
rules borrowed from the official legal system witbase are of use to informals, the system
of extralegal norms is called on to govern lifetie informal settlements when the law is
absent or deficient. It is the ’law’ that has bexeated by informals to regulate and order

their lives and transactions and, as such, is bpcedevant.” (de Soto 1989: 19).
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As migration to the city continues, the share @f ithformals becomes larger and larger. As a
growing number of people do not follow the estdi#is — rigid — rules, the authority of public
institutions is undermined and political instalyilis increased. This eventually forces those in
power to adapt existing rules to the changing tygadiccording to the principle that rules that
are complied with by a shrinking number of peoplergually lose their validity. For de Soto,
this “revolutionary force” of the informals is algeflected in profound changes such as
England’s transition to a market economy in th& ¢éntury or, more radically, in the French

revolution.

De Soto strongly criticizes the importance convetgethe state in organizing Latin American
economies. The growth of the informal sector i®rpteted as a possibility to bring about
changes in the mercantilist system that supposeaityinues in place in countries such as
Peru. De Soto’s ideas are characteristic for altegrihis time among economists later labeled
as “neoliberal” to argue in favor of less stateiention and a free play of market forces as
epitomized by the informals. Consequences of nedibsystems such as the one imposed
during the military regime in Chile have led to neasing critiques of this approach, for
example regarding their ability to tackle povenylanequality.

However, “The Other Path” remains a valuable resmulue to its in-depth survey of living
conditions of the informals. An important insightnstitutes that informality results inter alia
from unrealistic forms of state regulation, causihg development of a “parallel universe”
that may eventually lead to an overthrow of exgptstructures. This parallel universe is
constituted by those denied participation in thenoh@nt legal system, or who may outright

decide not to form part of it.
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3.2.2.2. The Reqgulation Perspective: Alejandro Portes et al.

The Central Role of State Requlations

In further research, systematization of the mougntiterature regarding informal activities
became essential. An important advance in the @nakzation of informality constitutes the
work of Alejandro Portes et al. (1989), which gaiae to the “regulation perspective” on
informal activities. According to this approachstitutional regulation plays a fundamental
role in the characterization of informal activities the authors emphasized in the suggested
definition: “The informal economy is ... a processirmfome-generation characterized by one
central feature: it is unregulated by the instdns of society, in a legal and social
environment in which similar activities are regelat (Portes et al. 1989: 12). The main idea
of this perspective on informality was to “not adea an a priori judgment of whether such
activities are good or bad, leaving the mattemipigical investigation.” (Portes/ Haller 2005:
404). In this sense, the proposed definition treeklter the “essence” of informal activities in
order to enable its differentiation from other mgar — activities.

An important basic thesis that arises from thisrdgdn is that informality exists as long as
state regulation exists and constitutes thus aaateissue for about any society. Only where
the role of the state as a regulating institutidheconomic relations is not existent, the
discussion of informality becomes irrelevant. Thigling implies that informality is not a
phenomenon limited to developing countries, buprssent in any country and also renders
most unlikely its disappearance. This signifiedimportant step towards the acceptance of
informality as a continuous issue of research amdtds its more general conceptualization.
While other perspectives towards informality haesaloped, results from research under this
approach have influenced about any subsequent smsalgue to their contribution to the
systematization of the subject.

Institutional boundaries become thus essentialferdistinction between formal and informal
activities. It is essential to consider that instlgiase, informality does not result from the
intrinsic characteristics of the concerned acwgtibut from the social definition of state
intervention. What may be defined as informal ire agetting can be perfectly formal in
another. What kind of activity is defined as inffal depends on the historical relations
between state and society and between state ambrago This explains why informal

activities assume such a variety of forms, as roasti relations differ between societies.
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Attitude of the State towards informal activities

Previous studies had pointed to the often hostileude of state institutions toward informal
sector workers (Sethuraman 1981). State measucasl@d for example slum clearings or
license controls of street vendors. Portes etalever detected a contrasting tendency. It was
found that governments often assumed an attitudelefance towards the informal sector,
considering it as a way to resolve potential soopaiflicts and to reduce open unemployment.
In some cases (such as in Tuscany, Hong Kong omNiliat was found that supportive state
intervention in informal economies could lead toductive results. Measures included for
example occupational training and other entrepnealeservices. This led the authors to argue
for more flexible strategies on part of the statevards the informal sector, as neither

complete de-regulation nor rigid planning conséitappropriate reactions.

Informal employment itself also functions as “adiagiment of the overall effectiveness and
legitimacy of the state” (Perry et al. 2007: 216}he institutions and regulations established
by the state are unable to answer to the actuakpses that are present in society, if the link
between the state and the public is weak, thes likely that the channels provided by the
authority will be ignored. Thus, the share of imial employment in the labor force depends
strongly on the composition of regulations and rtledfectiveness. As argued by de Soto,
excessive regulation by the state, in associatidim @orruption, is likely to drive workers into
informality in order to evade the barriers set hg official apparatus. On the other hand,
active labor market policies that lead to the ¢omabf formal jobs can result in a decrease of

informal employment.

One of the interesting paradoxes concerning infttyne the following: it would not exist
without a formal counterpart. If there was no statgh established institutions and
regulations that demand their compliance, therelavty@ no way for informality to exist.
Following the same logic, the more regulations teargl the more the state seeks to regulate
vast areas of society, the more possibilities ekistinformality to take on different forms
(Portes/ Haller 2005). However, levels of inforityahre not only determined by the state’s
“regulatory intent”, but also by the strength oé ttate to supervise these regulations. A state

that shows a high level of regulatory intent (btabBshing rules to ensure high state control)
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but holds de facto a weak position to actually esédhese rules might result in high levels of
informality. This kind of separation between thatsls intentions and reality is likely to
amplify the tendency of the population to “arrarijemselves” without the state, which, at

the same time, reduces the levels of trust in &tateéutions (ibid).

The developed set of motives and reasons indiGaatesmplex interaction of a variety of
factors in the state’s role regarding informal eoyptent. On one side, regulations and state
institutions are found to have a strong influer©e. the other side, employers and workers
respond to these regulations and act accordindpeéw particular situation. Evaluating the
advantages and disadvantages of complying with rdgulations, they may decide for
informal employment if disadvantages prevail. Lagitimacy and effectiveness of the state
reinforces the actors’ disposition to engage iormfal employment. Thus, studying informal
employment implies that not only labor market l&gisn per se has to be taken into
consideration for the analysis, but also its peioepby society (see chapter 2.2.2 for more

details).

Informal vs. lllegal activities

A further conceptual development was the diffeamin between illegal and informal
activities as already anticipated by Hart. He cedrboth types of activities to the informal
sector, whereas subsequent studies introducedaa dikinction between both. While some
activities may be hard to be assigned to eitherasribe other category, the nature of the final
good or service was identified as the decisiveecan of differentiation. The illegal economy
encompasses goods and services where both the shpdeduction and the product/service
per se are illicit. In contrast, the informal ecomoprovides licit goods and services that result
from an illicit mode of production (Portes/ Hall@005). To give an example, in the
overwhelming majority of countries drug traffic wdibe considered not as an informal, but
as an illegal activity, as the provided productntiselves are considered illegal. On the other
hand, assembly or construction workers provideisesvhat per se are not considered illegal,
but often their mode of employment does not follestablished regulations, which would

locate them within the informal categdry.

12 Undoubtedly, this classification is far from unpkematic. Many products or services are not thevesel
declared as illegal by law, but as any activityatetl to them is prohibited, it corresponds to afai#o
prohibition of the product/service.
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Table 3.1: Distinction between Formal/Informal/lllegal Activities

Process of Production and Product/Service Type of Activity
Mode of Distribution

+ + Formal

- + Informal

- - lllegal/Criminal

Source: Portes/ Haller (2005: 405)

While authors such as de Soto focused predominantie positive potential of the informal
sector as the impellent force of growth and innimrgtPortes and colleagues assumed a more
critical position in this respect, as empirical estigations did not provide unambiguous
results. Positive aspects were recognized, asstagknowledged that informal activities can
result in advantages both for workers and localnenues, particularly when networks of
informal entrepreneurs are established. These #alyes include possible higher income, the
realization of creative potential and lower unemgpient. However, it was adverted that
wages of informal activities in general tend to lmsver. In combination with other
disadvantages of informality such as insecurityrsgavorking conditions and fewer benefits,
they asserted that informalization should not bepéetl as a policy goal and described

informal work as “downgraded labor”.

Goals of Informal Activities

Informal activities can be differentiated accordiogtheir goals. In this context, Castells and

Portes distinguish three types of informal actesti

- Survival: In this case, informal activities are not maiaiyned at income-generation

but at the direct provision of goods through subsise production.

- Dependentexploitation: The rising pressure towards the flexibilizatidnfions and
the simultaneous reduction of labor costs leachtweiased employment of informal

workers, e.g. through the subcontracting of infdrerdrepreneurs

- Growth: Small firms that find themselves in networks wdthher small firms mobilize

solidarity relationships and in this way managadoumulate capital.

The enumerated goals are not mutually exclusivethasgoal of survival on part of the
informals may overlap with the goal of flexibilizat on part of formal firms. Here we find
already an indication that the definition of théoimnal sector as existing independently from
the formal sector would become more and more cquesbie. The trend of formal enterprises
to develop from large corporations to semiautoncnanits that are more likely to include

informal workers is brought in direct connectiorttwpractices of flexibilization.
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Specific social effects are postulated from thiscpss, as for example the undermining of
power of organized labor, as rising informality trdsutes to the de-collectivization of the
labor movement. At the same time, informality absdibits a “cushioning function” for
workers that otherwise may not find employment.s@ish, it contributes to avoiding growth
of political instability. In this way, in contrasb de Soto’s ideas, informality may provide
certain advantages for the stabilization of théustguo and forego political upheavals. This
finding offers a possible explanation for the atlé of tolerance of some governments

towards informal activities.

In summary, Portes and colleagues drew attentidghegaontingent aspect of informality and
contributed to its characterization and differetmia from other forms of work, while also
exploring reasons for its development and possdadesequences. While the employed
definition constituted an important advance of tdomceptualization of informality, it also
pointed to the wide range of activities subsumedeurthis phenomenon. Thus, it constituted

a decisive step towards a more differentiated voevinformal activities.

3.2.3. Towards International Definitions: The International Labour Organization and

Informality

The ILO has played an important role in the constnh of informality as an issue of
discussion. Its report on employment in Kenya ii2l% often cited as the starting point for a
corpus of literature on informality that was todmveloped in the following decades. Another
impulse originated from the organization’s Confeeif Labor Statisticians in 1993, which
led to the internationally acknowledged definitiohthe “informal sector”, a denomination
that continues to be employed by researchers upisadate (Bangasser 2000; Torche 2006;
Infante 2011). This definition constituted a majoontribution to the production of
internationally comparable data on informality. pi&s of the concerns raised over the
coverage of the definition, it remains an importanéntation for institutions and researchers

concerned with the subject.

A decision of far-reaching consequences was totéottee concept of the informal sector at
the level of the economic unit. As such, the infakreector encompasses microenterprises
with a maximum of five employees and individualshouseholds with low productivity and
no legal separation between the enterprise arahiter, including self-employment (Perry et
al. 2007; Jutting et al., 2008). As a consequehenging to the informal sector is not so

much determined by how workers are employed, bugrath'Employment in the informal
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sectorthen includes all jobs in informal sector entesesi or all persons who, during a given
reference period, were employed in at least orenmdl sector enterprise, irrespective of their
status in employment and whether it was their noaia secondary job.” (Hussmanns 2002:
2).

The view of the informal sector as operating witheangaging in any kind of relationship
with the formal sector aimed to stimulate the depeient of remedial measures, but also
received growing critique for not encompassing @daamount of informal workers. In
recognition that informal work also takes placesalg of informal sector enterprises, not the
informal sector but the phenomenon of informal esgpient itself moved to the center of
attention. In view of a rising number of atypicabs that lacked protection and benefits of the
hitherto considered “standard employment relatigpisht became inevitable to broaden the
scope of the discussion. The concept of “inforrmapyment”, as proposed by the ILO at
the 99" Labour Conference in 2002, aimed to include ai® of informal employment, that
is, all jobs “outside the regulatory framework hesmthey are not subject to labor legislation,
social protection, taxes or employment benefitsitt{dg et al. 2008: 11). The influence of the

regulation perspective in this development is handeglect.

The ILO’s proposal constituted a shift of the foaisanalysis from the economic unit to the
characteristics of the job itself. As such, it veesepted that informal employment not only
occurs in the formerly defined informal sector, algo in formal sector enterprises. The
following table provided by Hussmanns (2002: 17pidis the correlation between informal

sector enterprises and informal employment:

Table 3.2: Informal Sector and Informal Employmentaccording to the ILO Definition

Jobs by status in employment
Production
units by Own-account Employers Contributing Employees Members of
type workers family producers’
workers cooperatives
Forma, Informal Informal oFmal

Formal
sector
|_enterprises
Informal

sector
enterprises

Households 9

1 2

10

Source: Hussmanns (2002: 17)
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The illustration differentiates between dark grefisc (these type of jobs do not exist by
definition), light grey cells (this type of emplogmt is not relevant for neither of the
employed definitions) and unshaded cells. Therate relevant for either informal sector
employment or informal employment. According to thble, informal employment includes
cells 1 to 6 and 8 to 10, while employment in thiaimal sector includes only cells 3 to 8.
The main difference that is relevant for this tees the “addition” of cells 2 and 10.
Basically, it implies that workers who are employetbrmally in formal sector enterprises,

and domestic workers are recognized as part ofrimdbemployment.

At the same time, this broader conceptualizatiolowadd for different dimensions of
informality to be taken into account. Dimensionsirdbrmality would include for example
the contractual status, the employment protectiatus or the social protection status. As a
consequence, the concept was opened to a rangeeoitionalizations that would not
necessarily overlap and would include very différgroups of workers depending on the

definition employed (Jutting et al., 2008).

As described above, Portes et al. already expressachilar view towards informality, also

anticipating difficulties in its operationalizatipas labor legislation differs not only between
countries, but also between occupational groupsis,Tthe proposal of the ILO was not
necessarily new. However, it should be noted thatdiscussion of the topic by the ILO, due
to its particular tripartite structure and positi@s an international organization, made
informal employment an issue of concern for goventa and statistical institutes from a

variety of nations.

Regarding the definitions employed by researchesgudies concerned with informality, the
influence of the ILO’s work becomes clear. Gaspaaimd Tornarolli (2006) identified two
main strands of definitions that roughly correspemdhe discussed ILO conceptualizations:
the productivity definition and the legalistic avcsal protection definition. The productivity
definition identifies informal work predominantlyr@ng enterprises in the low-productivity
sector and relates this type of work to small firhesv human capital, low income and low
use of technological innovations, which relatesh® ILO concept of “informal sector”. In
contrast, the legalistic definition considers dsiimal work the type of work that takes place
outside of official norms and regulations such ast@actual regulations, the right to a
retirement pension insurance, unemployment insegraatc, which are predominantly
characteristics of salaried work and as such cpoms$ to the concept of “informal

employment”.
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However it should be made clear that, although ethare detectable tendencies,
denominations vary between disciplines, publicatiates and authors. The definitions used
and their subsequent operationalizations differsamrably, which adds to the confusion of
the subject and implies that many publications thgiposedly treat the same subject refer to
not exactly the same group of workers. Also, demations such as “informal employment”,
“informal economy” or “informality of labor” are naised in a consistent way. Authors have
tried to identify different perspectives in resdaot informality”>, but disparities prevail. The

widest consent seems to have been generated befihéions published by the ILO.

3.3. The Genesis of Informal Employment

“Then | started to work in a refrigerated warehou¥#ithout contract,
anything. Because my husband and |, we were rehtiyt of money, so |
said, I'll work by any means. (...) My daughter wasrbwith pulmonary

cancer, so we had to find money. | searched anctked, but | was indebted
at that time, not much, but when you're in DICE&Mo one will give you
work.”

-Secretary

Different approaches exist to explain the existeatenformal employment. The reasons
employed in order to explain the phenomenon arasitally linked to its conceptualization,
reasons that often overlap or are strongly reldteldas to be considered that it makes little
sense to speak of an “appearance” of informal eynpémt. As indicated by Cortés (2000),
many activities nowadays subsumed under the temfortnal sector” or “informal
employment” have existed in Latin America for adotime; rather new in comparison are

efforts of conceptualization and their reflectianatheoretical level.

According to Portes and Haller (2005), informal émyment can only exist in parallel to
formal employment and regulating institutions. Thtlge distinction between formal and
informal employment only makes sense under theitondhat appropriate criteria to define
formal employment exist. In the Latin American axit this can be illustrated by the change
in the role assumed by governments up to the 19¥@#.onger involvement of the state and
the creation of different criteria of workers wittlifferent entittements and benefits
contributed decisively to the “formalization” of @loyment relationships (de Oliveira/

Roberts 1994). But at the same time, the increasgdation also created more possibilities

13 See Tokman (2001), Gasparini/Tornarolli (2006)ryet al. (2007), KAF (2010), Pok/Lorenzetti (2007
1 A nationwide register administered by the compB@JIFAX that provides publicly available informati@n
people’s credit history.
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for workers to become informal in the first plate.a similar dynamic, the development of
the welfare state in some European countries mag hanctioned as a catalyst of informal
employment (Castells/ Portes 1989).

Similarly, the rise of informal employment has bdeand as a reaction of companies and
individual workers to strong unions, as these danst “an obstacle to capitalist
accumulation” and function “as a corporatist pressgroup eager to defend its interests even
at the expense of unorganized workers” (CastetisteB 1989: 28). Thus, undermining union
power in order to maintain competitiveness can titate a motive for the informalization of

labor on the part of the companies.

Transformations in the productive structure of hatimerican countries play a fundamental
role in the development of informal employment. Tingplementation of the formerly
discussed model of industrialization by import gitbson was concentrated on urban areas
where appropriate infrastructure was available t@3orSchauffler 1993). Those processes of
industrialization led to an increase in rural-urbamgration and subsequently a higher
concentration of the population in urban at2aat the same time, the economically active
population grew constantly. The resulting surpltsrualified labor in urban labor markets
is seen as a common motive for the increase ofrimdbty, particularly in earlier decades up
to 1980 (Rakowski 1994b; Pok/ Lorenzetti 2007). Tdhea that workers who are unable to
find a formal job work in informal jobs until theljnd an opportunity to move into formal
employment persists (Perry et al. 2007). In thiseca labor market is postulated in which
there are not enough formal jobs available. Theswimplies that every worker would prefer

formal to informal employment.

Rises in informal employment have been linked tonemic recessions, regarding the
informal sector as a “safety net” for the unemptbyéHowever, increased informal
employment has also been observed in times of es@ngrowth, as it may lead workers to
take the risk of starting their own informal busiagJitting et al. 2008). Thus, evidence on
the relationship between the magnitude of the m&drsector and the development of the

economy is contradictory and obviously depends wvarity of other influences.

*Between 1950 and 1980, the share of the urban atpulin Latin America rose from about 50% to 0v6psb.
Particular high levels (over 85%) were reached ligefitina, Chile, Uruguay and Venezuela. Lowestlewere
registered in Bolivia, Guatemala and El Salvadodér or close to 50%) (Portes/ Schauffler 1993).

44



Informality of Employment Claudia Kluger

While the informal sector is often seen as a resulhcreased rural-urban migration in the
context of industrialization, a more recent apphoaconstitutes the “globalization”
perspective, which is rather focused on informalpleyment (Hussmanns 2002). This
perspective regards informal employment as a resfuthe globalization process and the
simultaneous decentralization of production. Duegtowing pressure on enterprises to
flexibilize the productive process, the externdlaa of fluctuating demands of the market
gains importance (Tokman 2001). Informal workess thien the first ones to absorb the risks
of market fluctuations. This puts informal employrhen context with other atypical
employment relationships that are introduced ireotd enable enterprises to operate more
flexibly and to transfer these risks from employgrsworkers (Voss/ Pongratz 1998). It is
indicative that atypical contracts, above all liitcontracts, are sometimes counted as
informal (ILO 2003).

In contrast, other approaches have emphasizeciiE tomponent of informality that views
informal employment as a voluntary decision (Pestyal. 2007). From a macroeconomic
perspective, it can be argued that, if regulatiand tax impositions are high, companies are
more likely to operate (at least in part) inforngallhis constitutes the classic case of tax
evasion. However, while this behavior may congtitatcalculated action by part of firms,

workers may by no means consent to their inforrnatidion.

Certainly, it was found that workers may also ereihformal employment if the formal
alternative does not provide any advantages aguprth their cost-benefit analysis. This
perspective constitutes an important supplemempréeious approaches that determined the
view towards informal employment for a long timeofites in this case can be very diverse:
workers may come to the conclusion that the benefittormal jobs are irrelevant to them,
but they may also value characteristics of theiformal job. Particularly valued
characteristics are autonomy and flexibility (Pegtyal. 2007; Maloney 2003). In particular
reference to the Chilean situation, it has beemdailnat workers’ trust in legal employment
protection is low, citing on the one hand many pmkiges to circumvent employment
legislation and on the other hand the lack of aidstof regulations in place (Acufa/ Pérez
2005: 135).

These different approaches show that explanationsnformality are competing and have
changed over time. Given the highly heterogeneoosps of workers that are often included
in the analysis, it is not surprising that differexplanations are valid for different groups of

informal workers. Motives to work informally varyetween wage-earners and the self-
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employed as well as between self-employed withetkffit educational levels. As a
consequence, the circumstances leading to inforemaployment also require a more

differentiated analysis and cannot be reducedsiogle cause.

3.4. Attempts to measure Informality

Preceding chapters have shown how the phenomenarfoomality has received growing
attention throughout the decades. As empiricalengd on informal activities accumulated,
concerns increased to make the phenomenon undggibtanand seizable through concrete
indicators. According to the multiple shapes obmifality, the attempts to measure it have
been diverse, although some more prominent thagrotihe challenge of measurement of
informality arises primarily from the heterogenedf the phenomenon, as it encompasses
activities as diverse as from the unskilled selptayed to the salaried worker in a large firm
who is not offered an employment contract and ttem@ling benefits. This is reflected in the
diversity of denominations that has emerged, bsb @& its diverse forms of measurement.
For example, the report on economic informality Imiied by the World Bank in 2007
provides various measures of the phenomenon, pgimut the difficulty of its definition:
“The mere fact that we need to employ multiple meas of informality capturing distinct
approaches to the sector suggests that we arelestan exactly what it is and what we
should be studying” (Perry et al. 2007: 1).

As Loayza et al. (2009: 3) observe, “given thas ildentified with working outside the legal

and regulatory frameworks, informality is best ddsx as a latent, unobserved variable.
That is, a variable for which an accurate and cetepmeasurement is not feasible but for
which an approximation is possible through indicateeflecting its various aspects.” This

section is focused on these different forms of hesearchers have tried to approximate
informality. Attempts to measure informality aréheir more focused on the macroeconomic
or on the individual level. The approaches serfferdint objectives and cannot be designated

principally as better as or worse than the other.
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Indirect methods aim to determine the level of tinfality in a given country based on
estimations from aggregate data. An option is k@neple to calculate the difference between
the aggregate income and the aggregate expenditnother way of measurement is also to
compare the growth rate of GDP and the growthah&ectricity consumption (Oviedo et al.,
2009). Apart from obvious problems of accuracysehapproaches are not very helpful if
they should serve to analyze the relationship betwaformality and other determinants of

the social structure.

Other widespread forms of measurements are aim#tedndividual level and apply direct
methods such as household surveys. Questions sudhtlae interviewee holds a formal
contract or is affiliated to social security conge the most common practice. A very simple
measure that also enjoys considerable popularityeshare of self-employed workers in the
workforce. Perry et al. (2007) identify as the moginmon practices to measure economic

informality the following:

- Percentage of self-employed workers among employ@#ers

- Percentage of labor force not covered by a persibame

- Informality according to the productive definitiga summary of the unskilled self-
employed, not remunerated family members, wageeesuin small firms of either less
than 10 or less than 5 workers, zero-income woykers

- Informality according to the legalistic definitiajonly salaried workers without the

right to a pension upon retirement)

Forms of indirect measurement have been employeticparly in advanced economies
where obtaining data through household surveys asendifficult. This problem has been
described as the “measurement paradox” by PortdsHailer (2005: 418): “The more
credible the state enforcement apparatus is, the fi@ly record-keeping mechanisms will
miss the actual extent of the informal economy”céwdingly, it was found that in settings
where informal activities are (relatively) widespdeand semiopen, it is possible to arrive at
more reliable estimates on the basis of directestgvas would be the case for example in

Latin America.
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On the other hand, direct measurement in househwitkeys which constitutes the data base
for this analysis counts with another obvious disaddage, as all gathered information is
dependent on respondents’ answers and cannot biedeexcept through correcting

mechanisms in the survey itself. Particularly ir ttontext of a sensitive issue such as
informality, this may constitute a considerable lppeon. Undoubtedly, results have to be

viewed with care and possible inaccuracies musaken into account.

Two important aspects have to be considered regardifferent forms of measurement.
Firstly, any study of Latin American labor marketsist take into account the great share of
self-employed workers in the workforce, which inil€lnas held steadily at around 20% since
1990. This number is below the Latin American ageraaccording to the ILO in 2010 at
25,0%, and much lower than for example in Boli\384,0%), Colombia (41,9%) or Ecuador
(29,6%) (OIT 2011%F. The self-employed are often counted as infornmpleyment par
excellence, as their social security coverage ieemely low and they are usually employed
in the least productive sectors. However, the graipthe self-employed is highly
heterogeneous. Depending on their educational backd, some of the self-employed fall in
the highest income groups (e.g. lawyers, doctétehce, in some cases research practice has
proceeded to count only the unskilled self-emplogednformal (Gasparini/ Tornarolli 2006;
Perry et al. 2007; Tokman 2001).

Secondly, microenterprises also represent a camdibeshare of Latin American economies,
and are traditionally counted to the informal secémcording to the productive definition of
informality. Thus, any salaried worker in a firmuring a maximum of 5 workers would be
considered informal, irrespective of his or hertcactual status or social security coverage.
According to the CASEN 2003, about 18% of the wor&é was employed in
microenterprises (not counting the self-employéddhough employment relationships tend
to be more informal in smaller firms (Perry et 2007), counting them automatically as

informal constitutes only a very rough approximat(®odgers/ Reinecke 1998).

% In comparison, data from EUROSTAT for 2012 sholat the self-employed without employees constitute
about 10,9% of total employment in the EuropearndifEU27) and about 6,5% of total employment intAas
(EUROSTAT 2013).
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3.5. Characterization of Informal Employment in Latin Am erica

Moving beyond the aspects of conceptualization)agiion and measurement of informal
employment, the following section concentrates anpiecal findings regarding the
characterization of informal employment in the hafimerican context. The aim is to collect
indicators on how informal employment is locatedhm the social structure with a view to
the following empirical analysis.

The preceding sections have addressed the partidifizulties researchers are confronted
with in the study of informality. The variety of fil@tions, but also the diversity of data
sources where information on informality is gatldefeom complicates the comparison of
results. For the following sections, this reseatshould be taken into account. A more
detailed discussion of the Chilean case can bedfauthe last part of the chapter.

The discussed influences on informality are rougtiyided into characteristics that are
attributed to workers themselves, such as sex, aggionality or education, and
characteristics of the workplace, which involve teector of economic activity, the
occupational status, the firm size or the lengtipbftenure. This division aims to distinguish

roughly between workers and the structure encoedtey them on the labor market.

3.5.1. Personal Characteristics and Informal Employment

3.5.1.1. Women in Informal Employment, Domestic Work and Bamily

Earlier studies of the informal sector which weseused primarily on self-employed workers
described the phenomenon as affecting predominandie workers (Sethuraman 1981).
However, with the conceptual shifts that took plaitebecame obvious that the share of
women working in informality is at least equalnibt higher. At the same time, women and

men are found to exhibit diverging patterns of infal employment.

In general, it is found that women are overrepresstamong informally employed workers.
Particularly domestic work remains inextricablykieéd to female informal employment in
Latin America (Infante 2011). Although the sharedomestic workers in the workforce has
declined over the years, they still represent ait@ant number of workers, about 11 million
in the region (Valenzuela/ Mora 2009). Domestic keos are affected by a particular
invisibility: On the one hand, their workplaces dreuseholds, places that are generally

hidden from public access and realms of privateniffg life. On the other hand, domestic
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workers do not produce any goods or services fermntlarket, but take care of reproductive
work. In this way, they often facilitate the paipiation in the labor market of other women

who would otherwise take charge of this work.

The particular position of domestic work in contrisother income-generating activities has
been reinforced through the fact that domestic ey the majority used to live where they
worked, that is to say, to a certain extent theynfd part of the household they worked in.
In-house domestic employment has become less commdime past decades, which has
contributed to its recognition as a form of empleymand the entitlements to protection of

workers related to it (Leiva 2012).

While workers in the informal sector in general deto earn less than their formal
counterparts, the formal-informal wage gap is even larger famven. An important feature
in this respect is the fact that women are moryiko work as contributing family members,
which generally does not provide a proper incomeighificant aspect in this context is that
care for the family remains a female domain thavents women from engaging in formal
employment (Kucera/ Xenogiani 2009). Accordinglgrfy et al. (2007) identified reasons for
women to engage in informal activities to a greabdent than men that are primarily linked
to family commitments. These informal jobs oftervéahe function to complement the
family income, while providing the necessary flakip to attend to family and personal
activities. In this respect, female informal empimnt can be considered as an option for

making work and family compatible, fulfilling a silar function as part-time work.

However, increased flexibility and other advantagkesformal work are primarily linked to
self-employment, where the share of women is gdligdoaver. The situation can vary greatly
when women engage in informal salaried jobs. Ia tuintext, it is more likely for women to
choose informal employment when limited accessdwcation and other resources prevent
them from employment in formal jobs. While thisesfttranslates into insufficient income in
order to provide adequate care for children, it almo imply less flexibility and lead to the
opposite outcome of the above described reasordir(iRbal. 2011).

17 Evidence in this respect is ambiguous, as incvora informal self-employment in some cases isnfbas
higher than from formal wage employment (Castdfleftes 1989; Perry et al. 2007). Informal wage &arn
however are generally seen as the most disadvahtagap.
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An important influence in female informal employmeés also the status of formality of the
partner's employment, as in this case, social sycbenefits as for example in the form of
health benefits may be accessed over the parto@verage (Perry et al. 2007). However, this
implies simultaneously a higher engagement in foremaployment on the partner’s side, a

relationship that for example could not be confidnh@ Argentina (Bour/ Susmel 2010: 13).

These findings show how male and female workersl tenexhibit diverging patterns of
informality. Furthermore, particular events sucheatering a partnership or the foundation of
a family are likely to influence in the behaviorwbrkers in this respect and are components

to be considered when studying informality.

3.5.1.2. Age

“We work based on tips. If the clients of the suparket decide to give
something, that's our income. It's an agreemenhthie supermarket to
work like this. (...) This is a benefit for univeysstudents, in some stores

there are also retirees.”

-Two student shopping packers in a large superrmarkeantiago

“I work in a project financed by the governmenttla¢ same time | study,

and at the same time I'm co-insured with my dad). If.1.had a contract, |
would lose the social insurance benefits | have.rbdoesn’t suit me. In two
years when | finish, that will be different, butnbwould lose my health
insurance and some benefits.”

-Actress

As mentioned, informal wage earners and the sefileyed exhibit very diverging age
distributions. While the levels of informal wagemers are highest among younger workers,
levels of self-employment rise as the age of warkiecreases. In fact, it has been found that
“self-employment is concentrated among older wagland is not an entry point of work.”
(Perry et al. 2007: 74). Data from Mexico indicatkat self-employment (both formal and
informal) constitutes for a great share of workeroluntary and high-regarded option, while
salaried employment serves to “accumulate knowlecgegital, and contacts” (Maloney 2003:
3). It has to be considered that younger workery alao choose to engage in informal

employment due to the flexibility of schedule, &asnay be more compatible with other

51



Informality of Employment Claudia Kluger

activities such as studies (Perticara/ Celhay 20h®ddition, younger workers in some cases
are still covered by health insurance plans ofrtparents. These plans that usually count with
longer periods of accumulation often include mand aetter services than those of workers

with shorter durations of contribution.

However, informal wage employment persists overlifieecourse and is not only limited to
the youngest age group of workers. For older warkerinformal or self-employment for
example, the motivation for moving to formal jolsspotentially lower, as they may not be
able to accumulate sufficient savings for retiretreamyway (Perry et al. 2007). On the other
hand, already retired workers who aim to raisertir@@ome through sideline employment
have even less reasons to declare their job. Tduik, age groups have particular reasons to
engage in informal employment to a higher extezdsons that are for example linked to the

assessment of the loss of social security benefits.

Analyzing the effect of demographic variables oe gnopensity to informal employment in
the Dominican Republic, Argentina and Bolivia, thieevalence of younger workers among
informal wage earners was confirmed. However, fboisd that the difference is mainly due
to employment of younger workers in smaller firnnsl avith shorter tenure (ibid). This thesis
aims to discover potential spurious correlationst agas found in this particular case. It is
important to consider diverse influences that maly at first glance constitute an age effect,

as it was found in this particular study.

3.5.1.3. Education

Comparing several Latin American countries accagdio their levels of informality,
Gasparini and Tornarolli (2006) find a clear deseeaf informality with higher educational
levels. This pattern seems to repeat itself adtossegion and also when different definitions
of informality are applied. However, informal wagarners and self employed workers
exhibit different patterns, as the self employedawerage have higher educational levels
(Jatting et al. 2008).

In a cross-country analysis, Loayza et al. (200@)yze variations of levels of informality in
different Latin American countries and come to ¢baclusion that public services are one of
the most important factors to explain this variatiavhile low educational levels do not
contribute significantly to explain the differencés informal employment levels. This

constitutes an indicator that the effect of eduratnay be produced by other factors that have
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to be considered in the analysis. Loayza et ab mlentified socio-demographic factors as
particularly relevant to explain labor informalifiy this study defined both as contribution to
a pension scheme and the share of self employnoetdtal employment). Regarding the
productive definition of informality, the qualityf gtate services proved as the most important

factor.

3.5.1.4. Immigration

The issue of migration in Latin America has bearkdd for a long time to European
immigration in the 18 and 28 century and the subsequent emigration of Latin Acaas to
developed countries. At present, another compoiseo¢coming more and more significant,
which is intraregional migration (Christiny et &009). Increasingly, countries that have
experienced particularly strong development suchAegentina and Chile also receive
migrants from Latin American countris However, it is impossible to define region-wide
trends, as migration patterns diverge consider&ibiy countries close to the US American
boarder such as Mexico to the countries of the I&yatCone. As a consequence, the role of

migrants in informal employment varies significgrdcross the region.

Generally, it is found that immigrants provide atgmiial source of labor for informal
activities (Perry et al. 2007). They constitut@are vulnerable group which is more likely to
find themselves in informal employment, especiallgen it is a matter of undocumented
migration. In the past however, it was found thagrants do not necessarily constitute a
source of growth in informal employment (CasteRoirtes 1989). On the other hand, case
studies have pointed to communities of migrant$ teacentrate in particular activities and
form a network of informal entrepreneurs, as it iasd for example in the case of Cuban

immigrants in Miami (Stepick 1989).

These empirical findings point to potential diffieces in the share of informal employment
according to particular characteristics of the wveosk underlining also the necessity to
distinguish between informal employment and selfryment. However, research points to
influences that go beyond these personal charatitsriand which are discussed in the

following.

'8 Recently, a new trend in migration patterns hamtregistered, consisting in a rise of Europearnratiign to
some Latin American countries (predominantly Argeat Brazil and Mexico), simultaneous to a decline
migration in the contrary direction. However, steak Latin American migrants in Europe still outrien by
far the totality of European migrants in Latin Ancar(UNRIC 2012; Wall Street Journal 2012).
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3.5.2. Workplace Characteristics and Informal Employment

3.5.2.1. Firm size

“If you work independently, from the start, as weravonly a few people, we
began more or less informally. Well... while we everganizing the whole
thing, you see. But then... when everything stadesdork out, this is also

part of what | call respect for the workers, thedththeir contract, their
social security contributions, everything as thegdd.”

-Market vendor, former employer

As indicated in the previous chapter, microentsgsiconstitute a considerable part of Latin
American labor markets (Perry et al. 2007). Infdre@ployment in Latin American labor
markets is deeply linked to microenterprises, ayamall enterprises (VSES). As a matter of
fact, workers in microenterprises are by definitiminthe ILO part of the informal sector.
Generally, microenterprises are characterized byrasize of a maximum of either 5 or 10
workers. The distinctive feature of VSEs is seentheir low visibility and ease of
displacement (Castells/ Portes 1989). As such, gineyide the most appropriate setting for
casual hiring, under- or unreporting of income atiter informal practices. In addition, due

to their size they experience fewer difficultiesoecoming completely “unofficial”.

Among microenterprises, a very heterogeneous pareocan be found. They operate in very
diverse sectors and reach from thentapropistagself-employed) to family-run enterprises
that also employ external workers (Reinecke e2@D6). Accordingly, productivity levels are
very unequal, but in general lower than among laggterprises. Similarly, the status of
formality of microenterprises is highly variables @teraction with public institutions is
organized very differently according to the scopadiivities of the firm. A microenterprise
may participate in some formal institutions, but moothers, which points once more to the

difficulty of constructing a dichotomy between faxhand informal enterprises or workers.

An explanation for the high levels of informalitynang VSEs is that formalization implies
elevated costs for these firms. These barriers domdlization limit growth of
microenterprises, which in turn prevents them fromaching a size where formalization
would pay off. As a general rule, it was found thiataller and younger firms tend to operate
more informally than other VSEs (Perry et al. 2007)
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Studies have shown that microenterprises contirmeexhibit much higher shares of
informality. However, more recent conceptualizasiasf informal employment refer to the
fact that there is a substantial amount of infortyahlso to be found outside of these
productive units. This finding constitutes a cehaigpect for the empirical analysis where the
focus will be put on informal employees, irrespeetiof the size of the firm they are

employed in.

3.5.2.2. A transitory or a permanent Condition?

In comparison to many OECD countries, Latin Amari@duntries exhibit a considerably
reduced length of job tenure. This elevated labondver is, amongst other factors, traced
back to the elevated share of younger workers tmLamerican labor markets, who have
participated in the labor market only for a limittche and who change their jobs more
frequently than older workers. In this way, theytibute to the reduced duration of jobs
(Tokman 2007). In the particular case of informalpboyment, it was found that informal

jobs are on average of shorter duration than foronals. That is to say, in a setting where
workers in general tend to change their jobs métenpinformal workers experience an even

higher level of job insecurity.

The elevated level of job insecurity has differpatential consequences which depend on the
particular institutional context of the labor mark&or example, labor turnover is also
particularly high in Denmark. However, the instdt “flexicurity” system implies
comprehensive social security for workers in un@wplent spells (Jorgensen 2009). As a
consequence, although labor turnover is also coatigaly high, general fear of workers
from unemployment and perceived insecurity is Mexry. Latin American countries do not
offer this kind of security to their workers in easf unemployment. Thus, it is not surprising
that fear of unemployment is widespread among werk@okman 2007). Informal
employees constitute the most vulnerable grouphis tespect, as they cannot access any
form of social security, as limited as it may bdisTimplies also a lack of employment

protection which makes them potentially the firsiup to be affected in case of layoffs.

In the context of high labor turnover, it becomeasial issue to investigate how transitions
between jobs are constituted. Regarding informalitys issue has been approached by
measuring mobility of workers between formal anfibimal employment. It has been found

that mobility of workers between the formal andbimhal sector exists (Fortuna/ Prates 1989).

‘Permeability’ between both sectors is higher iraBr and Mexico, but lower in Chile,
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although mobility has improved in the past decad&sF 2010). Depending on the
definitions employed and the years observed, ntgbwas found both from formal to
informal jobs and vice versa (Rodriguez-Oreggia72@®&erry et al. 2007). Perry et al. (2007:
57) recognize that “it seems safe to say that, wverage, workers do not graduate
unidirectionally from informal work to availablelhe in the formal sector.” For the Chilean
case, Perticara and Celhay (2010) identify an as@d permeability between formal and
informal employment, which implies a higher numbétransitions of workers from informal
to formal jobs, but also vice versa. These findiagggest that workers who find themselves
working informally do not necessarily maintain jabghis category throughout their working
lives. Particularly among younger workers, inforraaiployment can function as an entrance

to the labor market that may lead to formal emplegtrin the future (Perry et al. 2007).

3.5.2.3. Sectors of Economic Activity

Reports of the ECLAC (2008, 2010, 2012) have pdirte the high levels of “structural
heterogeneity” found in the region. In other wordse value added per worker differs
severely between sectors of production. While feaneple financial services, electricity
services and mining are traditionally sectors ghhproductivity, commerce, community and
social services and particularly agriculture arebeo found on the other end of the scale
(ECLAC 2010: 89). According to these patterns, @actare classified according to their
levels of productivity (Infante/ Sunkel 2009).

- Low productivity Agriculture, community services, commerce
- Mediumproductivity Construction, transport, manufacture

- High productivity Financial services, electricity, gas and watevises, mining

The detected disparities are substantial. In higbdyoctivity sectors, productivity levels
exceed up to 20 times the achieved productivitygctors such as agriculture. In comparison,
the highest ratio of productivity between sectorshe US amounts to only 3 (ECLAC 2010:
89).
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Productivity is also strongly linked to the respeetfirm size. While micro- and small
enterprises prevail in the low productivity sectbeir share decreases considerably in sectors
of higher productivity. For instance, the agricudtu sector mainly consists of small
enterprises. In contrast, no enterprises of thisgmay are found in the mining sector, where

large enterprises account for 70% of all enterptise

These economic imbalances not only contribute éostiark differences in income observed
between sectors, but also to the discrepanciegdiegaworking conditions and levels of
informality. In the quality of employment index f&hile, Kirsten Sehnbruch (2006: 230)
identified agriculture and construction as thosg@s with the lowest scores and mining and
financial services among those with the highestigpfd The observed patterns of inequality
in productivity are also reproduced in the levelsrmbormality according to sectors (Dias/
Guerra 2010; Infante 2011). These findings sugtiegtan imminent link exists between the
productivity achieved and the concrete situationwairkers who are employed in the

particular sector.

In the previous chapter it has been highlightest the concept of the informal sector was
developed with view to urban labor markets in depilg countries. This limitation to urban
areas is due to the idea of the informal sectoa assult of migration to urban areas in the
context of modernization (see chapter 3.3). As msequence of this conceptualization,
employment in rural areas and in the agricultueatar is often excluded from corresponding
analyses (Perry et al. 2007; Ben Salem et al. 2Hdwever, as the conceptualization of the
informal sector has gradually shifted, researcdme cases has also extended its scope to
include the agricultural sector in the analysescakding to these studies, the importance of
agriculture in informality varies widely dependirap the employed definition and the
respective context (Ben Salem et al. 2011; KAF 20A0study on informality in Turkey for
example points to particularly high levels of infality in agriculture, whereas this could not
be confirmed for Venezuela. For this study, ruraba are included while possible differences

in dynamics between the agricultural and otherassdire taken into account.

19 See Infante and Sunkel (2009: 40) for a detailattaegarding shares of small, medium and largergrises
according to productivity levels in Chile.

% The index, based on Amartya Sen’s Capability Apphp includes the following items: Occupationatista
and social security (duration and status of cobhtaacwell as social security coverage), tenurepnme level,
participation in vocational training. The additiirdex is calculated from scores awarded for eadhgeay.
Based on this score, jobs can be classified in V@mrquality, low-quality, medium-quality or highuality
employment. The calculated scores are applied werst population groups, according to sex, level of
education, economic sector, age group or firm size.
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Efforts have been made to identify particular dym@nof informality and to detect general
tendencies. However, dynamics of informal employmeatso respond to particular
circumstances and developments in the labor mageen the particular situation of the
Chilean labor market as discussed in Chapter 2fdll@ving section aims to go more into
detail on informal employment in the Chilean comntard to provide an overview of hitherto
existing studies and findings. Previously discusasggects will be addressed with regard to

the Chilean situation.

3.6. Informal Employment in Chile

As already brought up in the second chapter, LAtrerican labor markets are characterized
by a higher share of informal workers, both workerghe informal sector and workers in
informal employment relationships. A decisive caimsehe increase of informal employment
since the 1980s is seen in the structural changggeted by the retrenchment of the public
sector paired with economic crises and lack ofgaation. Not only did the informal sector
constitute a refuge for former public sector empky, also new jobs created were
predominantly informal (Tokman 2007). This led tgrawth of informal employment in the
majority of the Latin American countries. Chile stitutes one of the cases where informality

seems to have remained stable (Gasparini/ Torn206).

Regarding recent research in social structureas found that the informal sector does not
constitute a “line of division” according to cladsferences. While workers in the informal
sector find themselves clearly in a disadvantagesitipn, high permeability exists between
the formal and informal sector in terms of bottengenerational as well as intragenerational
mobility (Torche 2006; Sehnbruch 2006). As suchpleyment in the informal sector is not

likely to serve as a criterion of differentiatioegarding social classes.

Infante (2011) studied the development of inforemiployment from 1990 to 2006 in Chile.
Although permeability between the formal and théonmal sector is high, the share of
informal employment has remained on a similar leweér the years, exhibiting a slight
downward tendency. It is found that formal empl®/peedominate among medium and large
firms, while proportions are drastically reversedoag small and very small enterprises.
Women exhibit higher shares of informality and pnethate regarding domestic service and

not remunerated family members as well as amongrigealified self-employed.
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Levels of informality differ considerably according sectors. It was found that agriculture
(47,6%), community services (39,2%) and commerd0) are the most “informalized”

sectors in contrast to mining (12,7%), electricggs and water services (14,0%) and financial
services (25,8%). In this context, patterns divetgea certain extent according to sex.
Manufacture (48,2%), commerce (51,4%) and commusdéivice (41,9%) show a much

higher share of female than male informal workéiise opposite effect is observable in
transport, construction and agriculture, where share of male informal workers is higher

than of female informal workers, although dispasgtare smaller.

In comparison, informal workers exhibit a lower riagn of years of education than formal
workers. Both in formal and informal employment thember of completed years of
education increases in accordance with firm sizespective of their condition of formality,
employed women exhibit higher educational levelanttemployed men. The increase in
educational levels among informal workers over ttears results from the increase of
education mainly among female informal workersdimé 2011). Perticara and Celhay (2010)
confirm the importance of qualification as a deasifactor of the formal status of
employment. However, they also point to the risenédrmal employment among the most
qualified, younger workers between 1998 and 200& to the previously discussed

phenomenon of honorary contracts.

Age also results as a significant difference betwéarmal and informal employment.
Informal workers are shown to exhibit a higher agerage than formal workers. Over the
years, the study also found an increase of the aageage in the informal economy, a
tendency that coincides with the demographic chahge encompasses the entire Chilean
workforce (Infante 2011). However, a more differatdd examination reveals that
independent informal workers are indeed older thasir formal counterparts, which is
reversed for wage earners. In this group, informaikers are shown to be younger than

formal workers (Perticara/ Celhay 2010).
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Regarding immigration, Peruvians constitute thgdat groups of immigrants in Chile (about
60% of immigrants, Christiny et al. 2009). In tlusntext, it should be noted that Peruvian
migration is predominantly concentrated on womebo(h 70%) in working age. Part of the
female Peruvian immigrants is employed as domestickers and nannies, while male
immigrants concentrate in construction (ibid). Githis concentration in a particular activity,
migration constitutes a relevant aspect regardimigrmal employment. However, even
though the immigration rate in Chile has increaisethe past decades, the dimension has to
be considered — at the moment, about 1,3% of thied@h population is foreign born.
Nevertheless, immigration is emerging as a relewdnéct of investigation, not least in
relation to labor market issues (Contreras et@l2}.

Although it is likely that informal employment cdiiates an “intermediate station” for the
affected workers, it is a recurring and stablegratfor a substantial share of the labor force.
Thus, it is important to investigate what particuggoups of workers are more likely to

engage in informal employment and under what cistances.

3.7. Conclusion

This chapter provided an overview of results regaydesearch on the informal sector and of
different perspectives regarding its origins, ciiagon and functions. While authors that
were discussed in more detail regarded the groupeoinformals as excluded from the legal
system, their views on the potential of the infolsn@ exert pressure and produce changes
differ decisively. On the one side, informal workerre seen by de Soto as the revolutionary
force that may bring about profound changes toxgogative, excessively regulated system.
On the other side, Portes et al. point to the atatiun of workers and the resulting

weakening of their position of power vis-a-vis #maployers’ side.

Besides the question of consequences for relatiorthe labor market, the fundamental
guestion of who actually is to be counted amongitiiermals was addressed, in this way
guiding the discussion towards issues of operalimataon and measurement and presenting
different ways of responding to this question. lidevparts, scholars agree that informality
constitutes a hidden, latent phenomenon that eledesrete measurement. Accordingly,
suggestions on how to approach the difficult talcamprehending the incomprehensible

diverge considerably.
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The last section draws on empirical findings regayanformal employment in the region and
particularly in Chile. From a general perspecti@gjle certainly holds a particular position in
comparison to the rest of the region regarding éweent of informal employment, as
according to different measures, informality rate€hile are lower than the Latin American
average. However, in other respects, informal eympémnt in Chile seems to correspond to a
more general pattern observed in the region, raggrgarticularly the high structural
heterogeneity and the related difference in shdrénformality according to sectors of

economic activity.

Past studies give hints on groups that are paatigubffected by informality in the labor
market and underline once again the importanceifterentiate between wage earners and
self-employed workers in this respect. The presemésults point to possible factors that
determine which groups of workers rather find thelmss in informal employment. Results
so far show that besides personal characteristiosookers, certain characteristics of the
workplace are of particular relevance in this respln this context, multivariate analyses as
employed in the empirical analysis can facilitdte tletection of factors that are more relevant

and of those that only apparently are associatddvigher levels of informality.
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4. HYPOTHESES

This section serves to expose the hypotheses ddrve the previously discussed theoretical
perspectives and empirical findings to date. Hyps#s concentrate either on the extent of
informality in the Chilean labor market in geneoalon specific factors that potentially have
an effect on the risk of informal employment, diéfetiating between personal characteristics

of workers and characteristics of the workplace.

General

The Chilean labor market features a variety of tgraents that potentially influence the
share of informal employment and which underline domplexity of the phenomenon. On
the one hand, structural characteristics of laboce have evolved: In the past two decades,
the available labor force has grown decisively &wad become more qualified than ever
before. Simultaneously, the share of women in #id market has increased. On the other
hand, labor market policy has set certain imputbes potentially take effect on informal
employment. More legal opportunities to flexibilitee employment relationship have been
created, while at the same time controlling insititas such as the Direccion del Trabajo have
been strengthened. These components constitutentive® for the formalization of

employment, and suggest a decreasing tendencyoomality (H1a).

The observed time span includes two crises thate war significance for the Chilean
economy. Former research has produced inconsisesults regarding the share of
informality in times of crises. While an upward demcy of informal self-employment was
rather detected in times of economic growth thaecominomic recession, an opposite trend has
been observed for the share of informal salarieckars. Sehnbruch (2006: 123) found that
the impact of the 1999/2000 crisis in Chile affecparticularly the dependent sector of the
labor market, both through a mounting number oxiflee employment arrangements and
through a lower share of jobs covered by sociatgution. With regard to the definition
employed for this work, a positive effect of econonarises on the share of informal

employment is expected (H1b).
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Personal Characteristics

While informal self-employment has been found tfeef men to a higher degree, informal
employment seems to constitute rather a female ohorAavariety of reasons are relevant for
this imbalance, ranging from social norms that @aesed on over generations and consider
women in charge of the greater part of the reprivgeievork to reduced access of women to
professional networks and other relevant resoufi€asera/ Xenogiani 2009). In this respect,
the Chilean labor market constitutes a setting tfee current re-negotiation of gender
relations: While traditional gender roles maintdimeir influence to a certain extent,
particularly among younger generations women irginggly take part in the labor market.
The enhanced labor market participation is refiécetet only in a higher share of women in
the workforce, but also in their increased acceshigher qualified employment (Todaro/
Yafiez 2004). Thus, although a positive effect oimea’s employment on informality is
expected to be found (H2a), its development over dhserved time span is expected to
exhibit a downward tendency (H2b).

The role of gender is closely linked to the aspsctamily status. For women, starting a
family and taking charge of the reproductive woiksbeen linked to increased informal
employment (Rodin et al. 2011). However, the positas head of household is related to a
higher engagement in formal employment. These adotrs tendencies point to a more
complex relationship between family status andrimfality. As reproductive work is not only
linked to higher informality, but also to an incsed tendency to withdraw from the labor
market altogether, it is expected that the negatffext on informality prevails (H3).

Regarding the age structure, the literature idiestiparticular tendencies towards informality
among the youngest and oldest groups of workeusli&t point on the one hand to a reduced
access to formal employment, particularly amongngmu workers, and on the other hand to a
reduced willingness to comply, for example with trdoutions to the pension system,
predominantly among older workers (Perry et al. Z20@onsidering these difficulties that
younger workers face at the entrance in the labarket, they are expected to exhibit a
particular high risk of informal employment indepent of their educational levels and other
characteristics (H4a). While this risk is expectediecline for prime age workers, a similar
effect for older workers is likely (H4b).
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Ethnicity constitutes an issue of particular impade in the Latin American context where
conflicts regarding access to resources of diffekémds for members of indigenous groups
continue. High levels of poverty and informalityéombination with low levels of education
and labor market participation have been highlighas characteristics for the Mapuche, the
largest ethnic group in Chile (Cerda 2009). As aseguence of this particularly
disadvantaged situation on the labor market, atipeseffect of declared membership to an

ethnic group and informality is expected (H5).

Education has been widely accepted as playingtepkar role in deciding workers’ chances
on the labor market. As a vehicle for the transfesocial and cultural capital, it is considered
an important factor for the development — or reaunct of wider social inequalities (ECLAC

2010; Atria 2004). Regarding informality, educatitevels have been found to diverge
according to the status of in/formality, as formairkers exhibit higher educational levels in

comparison to informal workers (Gasparini/ Torne2006; Infante 2011).

In regional perspective, educational levels in €laite among the highest. Primary education
has approached universal coverage, and particulemiiary education has expanded
considerably throughout the past two decades. Wipoitance of education in relation to
informal employment is expected to be reflected megative effect on the risk of informality
(H6a). Nevertheless, it should be taken into actthat the lack of contractual arrangements
or atypical contractual arrangements (such as lop@ontracts) have increasingly spread to
workers with higher educational levels (Cardenas220which in consequence are likely to

lose the advantage of lower levels of informal esgpient (H6D).

While the former hypotheses focus predominantlypensonal attributes of workers, the
following section addresses characteristics of pheductive structure that may have an

impact on the risk of being employed informally.
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Workplace Characteristics

The connection between firm size and risk of infalibg has been at the very beginning of
the discussion on the issue. Informality has béenve to correlate negatively with firm size
- on the one hand due to the organizational reisins that prevent smaller enterprises from
becoming formal, and on the other hand due to grgaissibilities for smaller enterprises to
remain “invisible” in comparison to larger ones (fes et al. 1989). Informal employment as
defined in this work is not necessarily restricted smaller enterprises. However, the
described effect is expected to persist in the ahilcase independently from other effects
(H7).

Domestic workers constitute a particular group wébard to informality, not least due to the
invisibility of their work (Valenzuela/ Sanches 2)1As a consequence, compliance with
labor regulations is often patchy or non-existéinélso has to be considered that for a long
time, labor legislation for domestic workers wasrydimited in comparison to other
occupations. In fact, domestic workers are oftelraatically considered as an element of the
informal sector. Thus, a particularly strong effettiomestic work on informality is expected
(H8).

Recent studies promoted by international orgardmatihave pointed to the high level of
“structural heterogeneity” in the Latin Americargi@n, which is particularly pronounced in
the Chilean case (Infante/ Sunkel 2009; ECLAC 20E@m an economic point of view, this
implies that the major part of the country’s growthproduced by a selected group of
enterprises (particularly in the mining sector),ilwhmost enterprises have a much smaller
partake in the generated growth. Significantlys timbalance implies a variety of other
inequalities, as workers in the lower producti\sgctor tend to be employed in jobs of lower
quality. The lower quality is reflected in the worlg conditions in various ways, ranging
from lower income and higher insecurity to highkares of informality. These results point
to a decisive influence of the sector of econonsitvdy on the risk of informality. It is to be
expected that, independent from other influencegleyees in sectors of higher productivity

exhibit lower risks of informality than employeessectors of lower productivity (H9).

In conjunction with rising educational levels, tséormations in the Chilean occupational
structure have been observed that are reflecteth iexpansion of occupations that require
higher qualifications and simultaneously conceetiat the tertiary sector (De Mattos et al.

2005). This development implies a particular dexkafi manual occupations and occupations
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seen as traditionally “working class” (Espinozaletorthcoming). Generally, this finding can
be seen as conducive for better employment comditiand an overall process of
formalization. However, an opposed tendency has leereasingly taken into account by
contemporary studies of (Latin American) labor nedsk a tendency denominated variably as
“precarization”, “flexibilization”, or also “informalization”, depending on the particular focus
of the respective research (Kalleberg 2012; Vega R008; De Mattos et al. 2005). Based on
new challenges faced by a globalized economy, asittefer to an increasing number of
working arrangements alternative to traditionaktetardized” employment relationships in
terms of contractual status, working hours or otsgrects of the employment relationship. It
must be considered that “standardized” employmenta@ned in western post-war labor
markets has hardly ever characterized a largeqfatie labor force in the Latin American
context. However, the expansion of new forms of leympent that correspond to the
changing needs of the labor market and exhibitemeed levels both of autonomy and of
insecurity has been found to affect particularlgh@r qualified occupations (Galvez 2001).
This development points to a gradual transformatbrnformality that is not necessarily
limited to occupations in positions of lower quakition levels but also affects workers in

higher positions (H10).
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5. THE STRUCTURE OF INFORMALITY — DESCRIPTIVE ANALYSIS

The following chapter should be regarded as aiftsbduction to the data in preparation for
subsequent multivariate models. At this stage dseriptive analyses will provide a general
picture of the situation on the labor market, retileg developments described and discussed
in chapter 2. However, the first step consists rioviging more detail on some particular
characteristics of this data source in order toema&ar what can be expected from the results

presented in the following.

5.1. Description of the Data Sourcé

For the present analysis, data from the CASEN suwas used. Thencuesta CASEN
(Socio-Economic Characterization Survey) has begiamented since the end of the 1980s
by the Chilean Ministry of Social Planning. Otheganisms involved in the preparation,
implementation and processing of the survey ard-Hwlty of Economics of the University
of Chile, the National Institute of Statistics, tieonomic Commission for Latin America and

the Caribbean, and the United Nations ProgrammBéwelopment.

The household survey works as an instrument foluatiag and planning social policy and is
characterized by a strong focus on poverty. Thislies detailed questions on income and on
the participation in government programs aimedhat gopulation living below the poverty
line. In addition, the CASEN survey constitutes tbiegest continuous household survey in
the country that is representative on the natioeakl and provides information on
employment. As such, CASEN data constitutes arrumsgnt of analysis also for many

researchers concerned with the Chilean societyabut market.

The CASEN data comprises various modules includohgcation, employment, housing, and
health. As such it is a valuable source of infoiorafor the analysis of a range of togfcs

For many years, the CASEN also constituted the noostplete and detailed source of
information on employment conditions (Sehnbruch&00he labor market survey (ENE,
National Employment Survey) carried out by the bladl Institute of Statistics remained

2L If not indicated otherwise, this section is basedthe survey documentation published jointly wikte
CASEN survey data at the webpage of the Ministry ofocial Development
(observatorio.ministeriodesarrollosocial.gob.cl).

2 Modules included in the CASEN have widely remainetthanged over the years, although additional
questions have been introduced for issues suchigmtion, ethnicity, disability or participation ispecific
governmental programs. For future implementatitimesintroduction of rotating modules similar tosys such

as the European Social Survey or the InternatiSoalal Survey Program is intended.
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predominantly focused on unemployment and not enctraracterization of employment. In
2009, a major revision of the survey was implemaéntesulting in the NENE (New National

Employment Survey) that provides more detailedrimfation on employment on a trimestral
basis. This constitutes an important progressdbol market analysis in Chile. However, the
time period since its first implementation is stitry short to give a picture on occurring
trends. Hence, the analyses presented in thisthesibased on the CASEN data.

The data for the following analyses is provided ®XSEN surveys from various years
between 1994 and 2011. The survey has been camurteglther bi- or triannually since its first
implementation in 1987. Irregularities in its pelicity are mainly due to financial reasons.
The sample of the survey has grown continuouslgesits first implementation. While the
first CASEN survey comprises 22.793 householdsstheey implemented in 2011 includes

information on as many as 90.122 households.

A critical aspect to take into account is the cager of the CASEN survey. Particular
sampling methods are employed in order to obtginesentativeness of the population. The
sampling frame of the survey is based on the pdpualaensus of 1982 (CASEN 1987-1994),
1992 (CASEN 1996-2000) and 2002 (data from prewerier 2003, data from census for
2006 and 2009). In 2011, the sampling frame foalrareas was based on the population
census of 2002, while the sample for urban areasbased on a new sampling design created
by the National Institute of Statistics in 2008.eAs of difficult accessibility (particularly in
the far north and south and the Juan FernandeEasiér Islands, which account for a total of
0,4% of the population) are excluded from the samphe applied random sampling method
is multi-stage and includes regional stratificateord clustering. Stratification is geographical,
whereas the number of strata has been extendedtloweyears in order to obtain higher

accuracy.

As with any complex survey, working with the CASENrvey implies to take into account

problems of non-response of different forms. Ongeesto consider is unit non-response,
observable for the 2011 version where for about 2@%e selected households no interviews
were conducted. It was found that unit non-respavese higher in more affluent areas, which

results in a distortion of the survey data withpesg to the socio-economic characteristics of
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the population. In order to respond to this probléme survey weights are adjusted in a way
that cases included in the survey compensate ésetivhere no interview was conducted. For
all years of the CASEN survey, different weights revecalculated that provide

representativeness of the survey both in urban/areas and on the national, regional and

communal levef.

Due to its declared focus on the measurement oénpp@and coverage of social programs, the
determination of income occupies an important riolehe design and processing of the
CASEN data. Given the distorted occurrence of response regarding socio-economic
status on the one hand, but also the misreportiggnerally underreporting - of income on
the other hand, a complex procedure is appliechbyBCLAC in order to determine actual
income levels. This includes the before mentioraiation of survey weights, but also the
adjustment of the income information obtained frita CASEN survey with the National

Accounts System of the Chilean Central Bank.

Throughout Latin America, Chile is the only countoyapply this kind of procedure to its
most important household survey (Bravo/ Valderra@@ll). Regarding poverty and
inequality measures, it was found that the adjustrpeocedure leads to slightly lower results
regarding the poverty rate and higher estimatiogng@qguality (Bravo/ Valderrama Torres
2011; Pizzolitto 2005). Controversies regarding theblication of CASEN data usually
revolve around the issue of the determination obimes and the resulting poverty rate in the
country. Undoubtedly, the CASEN survey has turmgd an instrument of evaluation of the
government in charge, which triggered an even nmaense debate concerning the CASEN
2011, the first to be published under the new rigimgy government. Discussions
predominantly focused on the published povertyiad@jence rate and the variables included

in the determination of income (latercera.com 20Rrom 2012; CIPER 2012).

Traditionally, the CASEN data is collected in thenths of November and December of the
respective year. In the data for 2011, a seconobgh@f data collection was introduced in
October. In order to maintain comparability withhet CASEN years and to avoid distortion
of the information due to seasonal fluctuationg slample referring to the usual period of

data collection will be used for the analysis o1 20

2 Achieving representativeness on the communal lsvéie main reason why the sample size of the GMASE
has grown in the before mentioned extent. Curréstudsions suggest that this objective will be teditin
future versions of the survey, which would implyfocther extension of the sample (MIDES 2012).
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5.2. Definitions and Concepts

This section addresses the definitions employedHerrelevant concepts in the context of
studying informal employment. Firstly, it is impant to take into account that this analysis
concentrates on the employed population of workigg, that is, 15 years or more. No upper
age limit was defined. The employed population emgasses all persons who declared to
have worked a minimum of one hour during the wes&rpo the interview, including all
those who usually work but find themselves sickemmporally absent from work for other
reasons. Furthermore, only dependent employmeatioethips are taken into account,
excluding self-employment and employers from thalysis. Helping family members and
members of the armed forces were not part of tiagysis.

What this work cannot take into account is thus #iteation of both the unemployed

population — those who declared not to have wortkedweek before but made concrete
efforts to find work in the past 4 weeks — and ithective population, that is, all persons who
are neither working nor looking for work, which &pp for instance to students (who are not

working), retirees or persons not participatingne labor market for other reasons.

5.2.1. Operationalization of Informality

Informality of the employment relationship as definin this study consists of two different
dimensions: contribution to the pension system &awlre of a written contract. This

approach reflects that the phenomenon of informaiparticularly hard to grasp and requires
an approximation through suitable indicators. Télected indicators were chosen in line with

the regulation perspective of Portes and colleagaatiscussed in chapter 3.

Tenure of a written contract

The written employment contract constitutes thermastrument to stipulate the rights and
obligations of workers and employers. An employmaoritract implies that the employment
relationship is regulated according to the emplayimegislation, i.e. that the employment
relationship “exists” for public records. Formalityus means for workers the possibility to
insist on their rights. Principally, the same rgghtso apply for workers without contracts, but
in this case they would have to prove that therdablationship effectively exists. Obtaining

this proof is extremely difficult, and in any cabkardly any workers go that far, as this

measure is practically equivalent to job loss.
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The tenure of a written contract was registeredhdlly differently throughout the years.
However, a clear distinction between those in pgsea of a written contract and those
without one remains feasible. It should be emplakithat in this analysis, there is no
distinction made regarding the type of contrachatd, for instance, no distinction is made
between so-called atypical contracts (as for exantpmporary or subcontracting) and
unlimited contracts. While it is not to be denidattatypical contracts do not offer the same
level of protection to the employee as standardleynpent contracts do, this work is focused
on the formal aspect of the employment relationghgi is of particular relevance in Latin
America (Leiva 2012).

Contribution to the Pension System

While the employment contract represents a strordywaidely-used measure for informal
employment, it has been shown that informalityftero rather a question of degree than of a
clear distinction between a completely formal omedetely informal employment status
(Jutting et al. 2008). The most-used alternativeasuee of informality constitutes
contribution to social security, in most cases toatribution to a pension fund (Henley/
Arabsheibani 2008). Apart from the fact that cdnition to a pension fund is an obligatory
constituent of virtually all salaried employmentnt@acts in Chile, it also responds to the
“social protection” perspective of informality. Waars contributing to social protection have
access to assistance in case of adverse circurastauch as unemployment, death of a
family member or also disability. Contribution toet pension system in this case represents
workers’ participation in the social protection ®ys.

In some years, the CASEN survey distinguishes betweeing affiliated to the pension
system, that is, having an established accoumeabthe private pension funds (AFPs), and
actually contributing to a particular pension plamthe years when this distinction is made,
only the second case is counted as formal. An ksit@ld account indicates nothing more than
that the worker, at some point in his or her lifas contributed to the pension system, but it
does not provide any information about the curstatus of employment.

The aim of integrating these both criteria in thefimtion of informality is to account for
cases in which the distinction between the formalimdormal status of employment is
particularly difficult. As described in previous ajiters, some workers may find themselves

employed via honorary contracts, find themselvesaide facto subordinate employment
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relationship with the corresponding obligationst bot have access to tsame protection ¢
salaried workers. Workers who are classified asofmal” according to one of the chos
categories that is, workers who either do not have a writtentract or do not contribute
social security -are consequently considered sformal. In the case that no information v
available in one of the categories (workers whpaeesed “don’'t know” in one of th

categories), the other category served for thesifieation.

Figure 51 exemplifies the employed categorization with daom the CASEN 2011. Tr
shadedcircles each represent workers defined as infobwabne of the categories and fo
together the totality of informal employees. As dsnobserved, the categories overlap
large extent. However, nearly half of informeorkers are classified only according to one
the categories, the larger part according to seeialirity contributions

Figure 5.1 Informal Employment according to social securitycontribution and tenure of a
written contract

No Written Contract No Social Security
2.95% \ / Contribution
6.12%

Nerther Social Security Contribution nor
Written Contract 11.23%

Formal Emplovees (both Social Security
Clontribution and Hiitten Confract)
T9,61%

Source: CASEN (2011author’s calculation
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5.3. Descriptive Analysi<?

The following section gives an overview of the etef informality as constructed from the

described dimensions and its development in timbés8quently, the specific development of
levels informality among particular population gpsuand of relevant factors will be

presented on a descriptive basis in order to peogiflrst insight on its unequal distribution in
the working population.

5.3.1. Status of Informality

The combination of the two described measures (&rsrkvho are either outside of the
pension system or do not count with a written cmt)rreveals the extent of informality as
defined for this work. As is to be expected, the informality rate tuoms higher than any of
both measures on its own, and remains above 25%dat of the tim&. The most abrupt
drop in the informality rate is found between 2G0®1 2011, a decline of over 5% within 2
years (from 25,5% to 20,3%). Both crises are rédldavith slight increases of the informality
rate in 2000 and 2009.

The more or less constant share of informal worklensng the 1990s and 2000s coincides
with a general extension of the participation rateil about 1995 (Banco Mundial/ BID/
SERNAM 2007) and a rise of unemployment. While dgrthis period of strong economic
growth (see chapter 2 for more details) a great bmrnof jobs was created, it was not
sufficient for the growing size of the workforceedides this issue of job creation, the data

shows that the jobs created did not contributehmher share of formal employment.

24 All analyses in this chapter were performed wittighted data in order to provide national represt@mness.

25 For more detailed information of informality eataccording to the chosen dimensions, see Anidex 9.

%6 Data on workers without a written contract repagherally slightly lower figures than those on cinttion

to the pension system (the difference varies batw8g% in 1998 and 3,1% in 2011). An explanatidthis
difference is offered by studies that document woskin the so-called “grey zone” as discussed aptdr 2:
Although considered as independent workers, inoldthe corresponding obligations (which may be
documented in an “agreement” that fulfills the safumection as an employment contract), these workees
formally self-employed. These circumstances cad &eavorker to consider him-or herself as dependenker,
even holding something similar to a working contragthout contributing to the pension system drestsocial
security mechanisms (Leiva 2012).
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If we remember the development of the unemment rate as exposed in chapter 2, the
shows that the rate of informal workers reactedlaity to the crises of 1998/99 and 2008
the unemployment rate, with slight increases. Haita suggests that both crises not only
a part of the workfare without jobs, but also had an impact on theatqaiotection of job:

held by those who managed to remain in employ?®’.

Similar to the 1990s, the decade of 2000 was mabkeal further extension of the labor fol
participation rate. At the same ti, the rate of informal workers dropped from 2002096,
a pattern repeated after the crisis of 2008. Astimead, labor market reforms have beer
the political agenda since the return to democréiwever, regarding participation in t
pension systa, the reform decided in 2008 is of particular impoce. The “reform
previsional” introduced important changes regardimg individual savings account syste
aiming to gradually extend its coverage to indeeandvorkers and providing incentives
participation ofparticularly vulnerable groups in the labor markgtart from these measure
the pension reform envisaged a stronger role o$thie in the provision of pensions for thi
who do not count with the necessary minimum of gbations an' a stronger emphasis «
voluntary contribution (Arenas de Mesa 2010). Amariger aspects, these measures
certainly involved in driving the rate of informalorkers to the lowest in the observed ti

span.

Figure 5.2 Share of informal employees, oveall and specific rates according to ac

Informality Rate according to Age

45%

40%
BB 14— 00101t 0 7 0V v Genere
0% 010 Vvi bt 1 11 <=2/

0, - — W — |- |- — W — ———B— ———R-
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35-49

15% — - — - — - -
100 | 1 1 | 1 | 1 5059

5% |- — —~ — —~ — —~ "=>6

0%

1994 1998 2000 2003 2006 2009 2011

Source: CASEN (1994-2011)

21t should be remembered that this data only refesmalaried employment and does not repit the situation
of self-employed workers.
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Figure 5.2 also provides insights on the salieffieginces in the informality rate according to
age. Describing a clear U-shaped pattern, a carditiehigher share of older and younger
workers find themselves working informally thantiee case among middle-aged workers.
This points to a large group of workers “not yetida'no longer” in informal employment.
Both groups reached an informality rate of oveclose to 40% in 2000. That is, more than
every 4 out of 10 workers in these age groups werployed informally in some way at that
time. However, it is also in this group (and amavaykers between 50 and 59 years of age)

that in the following years the rates of informgalitecline considerably.

Various factors may contribute to this unequalrdistion of the informality rate according to

age groups. Older workers may be already receisorge kind of pension while obtaining

some additional income informally. It should als® taken into account that contracts from
before 1983 do not necessarily stipulate an obtigadf contribution to the pension system.
Furthermore, as the institution of a system ofvidlial savings accounts in the early 1980s
made itself felt after some decades when it becabwous that a large group of workers
would not qualify for any benefits from the systamany may have decided to remain in the

workforce outside of the system.

Younger workers on the other hand may also ratbee@ a status of informality, viewing it
as a bridge to formal employment, or simply noaeting much importance to this aspect of
employment (yet). In view of the particularly highte of young workers outside of the
pension system (which reached over 37% in 2000critb®3g a considerable increase in
comparison to 1994), the reform created an incernitivform of a subsidy for every young
worker employed to a certain wage limit (up to tlfdes the minimum wage) who contributes
to the pension system. Since 2000, the informaditg for the youngest group of workers has
decreased considerably (over 10%), pointing toagnessive share of young workers with
written contracts and covered by the pension syst@multaneously, informality rates of
workers between 25 and 59 years of age remain opaatively similar levels throughout

the years, following a pattern of slight increasdiines of crisis and of decline afterwards.
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Figure 5.3 Share of informal employeesoverall and specific rates according to st

Informality Rate according to Se»
35%

30%

5% -p-0—n-0—"-8—P0B—B

20% — — — — — — — Genere

15% |- L L |- | L [ | male

10% - [ ] ] [ ] | | | | | | = female

s H B— B— B— B— B B

0%

1994 1998 2000 2003 2006 2009 2011

Source: CASEN (1994-2011)

Data on the share of informal employment accordiongsex gives evidence of clea
perceivable differences between men and women. shage of informal workers amol
women remains constantly over 5% higher than amowmy. This dispity follows a
tendency of becoming larger over the years: Womwsa 5% higher share of worke
outside of the pension system in 1994, a gap #mains roughly stable during the 1990s
then widens to between 7% and 8% during the 20602011, 6,99 less employed men fir
themselves in informal employment than their fenanterpartsBased on the descripti
analysis, the “gender gap” in informality as indexzhin chapter 3.5 is thus confirm

A more detailed view on the development of infority illustrates that the turn of the centt
also constituted a turning point with regard toomfial employment. While the decade
strong economic growth did not lead to improvemémtthis area, the 2000s show a grac
decline of informality in its vrious dimensions. Previous figures also illustratesv
informality does not affect all workers equally nather concentrates in the first and
phases of working life and is also rather to bentbamong womer
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The graphs provided first insights that certainrabgeristics of workers are important for
determining if they are more likely to be employiedormally or not — age and sex are
confirmed as relevant influences in this respectwhat extent these findings are consistent
when the influences of other factors are accoufaeavill be the subject of the multivariate
analyses in chapter 5. The following section waltds on the variety of further factors that
were identified to play a role in informal employmieand provide an overview of their

development over the observed time span.

5.3.2. Relevant Variables

In the following, the variables are presented thate identified as relevant for the analysis
from the literature review. This section deals ba bne hand with the kind of information
gathered by the included variables and on the dtlaed with the development of these
variables over the observed time span. In this wlag,transformations taking place in the
labor market are demonstrated on the basis of etmanformation derived from the CASEN
data set. The employed method also requires trerrdetation of one response category as
the reference group. It constitutes the “perspettivom which the results are interpreted.
More details on logistic regression is providectivapter 6.1. In this section, the selection of

the reference groups will be discussed.

Growth in women’s labor market participation isleeted in a continuously growing share of
female employees between 1994 and 2011. While sheire was as low as 36% in 1994, this
percentage amounts to over 43% in 2011. As thestater, women continue to account for a
smaller part of the (wage earning) workforce. Hogrevf this information is put into time-

comparing perspective, it becomes obvious thatadlgta slow process of closing the gap is

in place. For the subsequent analysis, male workers chosen as the reference group.

The development of workers’ family status refleptsticularly high changes between 1994
an 2011. As can be observed, the status of marrsafpeind in decrease, while the share of
single workers (this category also includes marrespondents living in separation, divorced,
and widow/ers) and particularly of persons livingpartnership is on the rise. Workers in the

single category were assigned as the referencgargte
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Age was already discussed as a decisive factomformality. For the empirical analysis
workers were divided into groups, from the youndastil 24 years of age), those in the main
age for labor market participation (25 to 34 ye8fsto 49 years and 50 to 59 years), to older
workers (60 years and older). As reference groepstircalled ‘prime-age’ workers (35-49

years) were selected.

Information on education provided by the CASEN syris twofold: the highest completed
course and the years of education completed. Toik draws on information provided by the
respondents on the highest course completed. Aicgpridd the structure of the Chilean
educational system, educational levels include detapprimary school or less (regularly
completed after 8 years of schooling), completeoséary school (after 12 years of
schooling) and tertiary education. Furthermorepoeslents had the possibility to indicate

possible incomplete secondary and tertiary educatio

The remarkable drop in the share of workers unaerlge of 25 between 1994 and 2000 can
only be understood when simultaneously taking extoount the massive rise in education
levels over the considered time span, particulartythe tertiary level. The institutional
diversification in higher education that took plagece the end of the military regime made
higher education accessible for a great part ofGhiean population who had not had this
option before. Between 1990 and 2004, enrollmerth@higher education system doubled
(PNUD n.d.). As can be observed, the share of trulation with completed secondary
education also increased, pushed decisively byapkssed under president Lagos in 2003
that extended compulsory education to 12 years.

CASEN data reflect this development: While in 1980dly 40% of workers in the sample

had completed secondary education, this shareaseceto over 66% in 2011. A logical

consequence of this trend is the increase of werlage at the start of work, reflected in a
smaller share of workers under 25. A decline i® alsservable among workers between 25
and 34 years of age. Besides the prolonged stdneieducational system, lower fertility rates
may also contribute to this shift towards a higlegrage age (see chapter 2.2).
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Regarding ethnicity, the available data show ane@se (from 3,7% to 7,3%) of respondents
who declared themselves as belonging to an indigegooup. The Chilean law recognizes 9
indigenous groups, among which the Mapuche comstiive largest one. Ethnicity in the

CASEN is registered through self-declaration, gmeasthat seems crucial in this context. It
has been suggested that the observed increasess nwuch due to higher fertility rates, but
due to a stronger tendency within the populationetmgnize membership to an indigenous
group (Cerda 2009).

Migration was approximated through nationality, neigrants in this model are defined as
respondents of non-Chilean nationality. From thia d@as impossible to differentiate between
foreign nationalities. It has been shown howevert ttmost migrants are of Bolivian and
Peruvian nationality (Contreras et al. 2012). Thespnted data cannot give information on
trends over time as the measurement of nationatiy introduced after 2000, but it becomes

evident that the share of workers with foreign ovaility is very limited (1,7%).

In order to control for possible effects, the ocatignal structure was also taken into account
for the calculation of the models. Information hist respect is organized according to the
ISCO-88 classification. This classification fa@liés the organization of jobs by the
corresponding tasks and duties. Depending on thel l&f skills required for the jobs in
question, they can be divided into 4 groups thatranked from the lowest to the highest
necessary skill level (Bergman/ Joye 2005). TheQStassification enables the subdivision
of occupations into up to 390 groups (ILO 2010)wsdwer, this analysis will only take into
account the corresponding skill lev@&lsAlthough the ISCO classification is very simitar
information provided by the educational level,lgagives insight on the extent to which the
acquired educational level corresponds to the ficetions necessary for the job in question.
Thus, including information on ISCO levels servescontrol for the level of qualifications
required by a particular job. Skill level 2 is seksl as the reference group, which corresponds

roughly to educational requirements on completedrsgary schooling level.

8 Although the first occupational group (legislatassnior officials and managers) is not assigneal particular
skill level by the official classification, theyaincluded in the model in the highest skill legaill level 4).
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Sectors of economic activity are included accordiaghe ISIC-classification (Rev. %)
Again, the classification allows for a very detdileategorization of jobs. However, only the
main groups will be considered for this analysiffetentiating between agriculture, mining,
manufacture, electricity, gas and water servicesstuction, commerce and gastronomy,
transport and communications, finance, and commuamtl social services. In contrast to the
ISCO classification, the ISIC classification doed imply a hierarchical organization of jobs
but rather concentrates on the branch in which ghsicular activity is performed. As

reference category community and social servicesdeéined.

The classification of workers according to branchesfirms the trend of tertiarization as

observed by Torche and Wormald and Espinoza éses. chapter 2.2.5). Typical branches of
tertiary employment such as commerce and the laoiglrestaurant industry have gained in
importance, as the share of workers employed innceroe grew over 5% between 2000 and
2011. On the other hand, employment in sectors as@yriculture and manufacture declined
considerably, with particularly the share of wosken manufacture being nearly halved

between 1994 and 2011.

A central aspect as identified in the literaturetasanalyze workers’ risk of informality

according to the size of the firm they are emplogedCategories are formed in order to
differentiate between very small (under 10 workesg)all (11 to 49 workers), medium (50 to
199 workers) and large firms (200 and more workesg)all enterprises were defined as the

reference grouf.

2 In order to ensure comparability, information fra2811 which uses the ISIC-classification Rev. 3 was
converted to Rev. 2 according to the correspondéaigie provided by the United Nations Statisticyiflon
gunstats.un.org). For further detail, see Annex 9.2

%1n the analysis, discrepancies in the data becander as some self-declared employees definedirtine
size as “1". These cases were also regarded asraplbyed and therefore excluded from the analyisvever,
an exception was made for domestic workers, whiakemup the majority of employees who respondedhis t
category. They were grouped in a single category.
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Except for the gradual decrease of the share ofedomworkers, information on firm size
does not suggest a clear trend. The largest categer the years is constituted by firms with
between 10 and 49 workers. The trend towards aecwration of workers in larger
organizations as is observed between 1994 andigQ@9ersed according to data from 2011.
However, rather than drastic changes in the prodistructure, these fluctuations may relate

to changes in the wording of the questfon

Information on the length of the employment relasioip was calculated from the year that
respondents declared as the year when they starteking in their current job. This
information only became available in the 2000 \a@rsof the survey. For the multivariate
analysis, categories were formed for tenure of ar y& less, 2 to 5 years (defined as the
reference category), 6 to 10 years, 11 to 15 yeaspver 15 years.

The data indicates that categories of shorter eepugvail, as workers that started their job 5
years ago or less constitute over 60% of all redpots. Interestingly, a comparison of 2000
and 2011 indicates a trend of workers to remainldoger in the same occupation. The

average tenure increased from nearly 6 years tot&)8 years.

An important influence to control for in the contexf informal employment constitutes

employment on honorary contracts (see chapter 2).aAconsequence of the previous
limitation of the sample, only those workers areluded who defined themselves as
employees (in contrast to self-employed worker®usl this variable captures information on
workers who, irrespective of their status as emgégy declared to work on an honorary basis.
It is an issue of discussion if these workers atealy to be defined as self-employed or as
employees (Galvez Pérez 2001). In this case aisssimed that their employment relationship

is basically one of employer-employee which is disgd as self-employméht

3L While earlier versions of the CASEN refer only the size of the establishment (“tamafio del
establecimiento”), newer versions differentiatensatn the number of persons employed at the edtafwist in
particular and the number of persons employed byfitm in the whole country. In newer versions, thestion
related only to the establishment in particular te&k®n into account.

%2 The CASEN survey does not allow for the differatitin between workers whose employment on an hoyora
basis relates to the principal activity and thodeere this form of employment may constitute a pidén
secondary activity. This implies potential inacaiea of measurement.
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Table 5.1: Distribution of relevant variables

Descriptive Analysis 1994 2000 2011
Dependent variable

Informality rate 26,0% 26,9% 20,2%
Workers outside of pension system 20,8% 22,4% 17,3%
Workers without written contract 19,8% 22,9% 14,2%

Independent Variables

Sex
Men 64,0% 60,8% 56,8%
Women 36,0% 39,2% 43,2%
Age
<=24 20,0% 13,9% 14,7%
25-34 32,3% 30,3% 25,9%
35-49 32,5% 39,2% 35,2%
50-59 11,1% 12,2% 17,5%
=>60 4,3% 4,4% 6,6%
Average 35,71 37,33 39,23
Civil status
Single 40,1% 37,0% 44,6%
Married 53,5% 52,1% 36,8%
Living in partnership 6,4% 10,9% 18,6%
Ethnicity
No ethnic group n.a 96,3% 92,7%
Mapuche n.a 3,1% 6,4%
Other ethnic group n.a 0,6% 0,9%
Nationality
Chilean n.a n.a. 98,3%
not Chilean n.a n.a. 1,7%
Education
Complete primary education 31,7% 25,6% 19,8%
Some secondary education 18,6% 16,6% 13,8%
Complete secondary education 29,1% 31,8% 36,0%
Some tertiary education 5,0% 6,4% 8,6%
Complete tertiary education 15,6% 19,6% 21,8%
Attending an educational establishment
Yes 2,6% 3,5% 6,0%
No 97,4% 96,5% 94,0%
Occupational status
Skill level 1% 40,0% 15,7% 28,9%
Skill level 2** 45,5% 72,1% 51,6%
Skill level 3* 5,8% 10,6% 7,0%
Skill level 4*° 8,7% 1,6% 12,4%

# Includes elementary occupations

*Includes clerks, service workers, skilled agrictdtworkers, craft workers, plant and machine ofpesa
*Includes Technicians and associate professionals

% Includes legislators, senior officials, managgrsfessionals

82



Descriptive Analysis

Claudia Kluger

Sector of economic activity

Agriculture 13,8% 12,2% 9,3%
Mining 2,2% 2,0% 3,6%
Manufacturing 17,0% 14,9% 10,0%
Electricity, gas and water 0,9% 1,1% 1,0%
Construction 8,1% 7,6% 9,0%
Commerce and gastronomy 14,0% 14,8% 20,3%
Transport and communications 7,2% 7,0% 8,3%
Financing, real estate 6,4% 8,4% 8,1%
Community, social and personal services 30,5% 31,8% 30,4%
Firm size
Domestic workers 8,5% 8,7% 8,1%
2-9 24,2% 22,6% 22,6%
10-49 31,8% 24,8% 29,6%
50-199 17,3% 17,1% 20,7%
=> 200 18,2% 26,8% 19,0%
Employment on honorary contracts
Yes n.a. n.a. 3,4%
No n.a. n.a. 96,6%
Tenure (in years)
<=1 n.a. 37,6% 29,3%
2-5 n.a. 28,8% 34,5%
6-10 n.a. 14,9% 13,9%
11-15 n.a. 7,2% 8,8%
>15 n.a. 11,6% 13,4%
Average n.a. 5,95 6,82
N 39516 54326 52035

Source: CASEN (1994-2000-2011), author’s calculajoveighted analysis
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5.4. Conclusion

The presented data is instructive in various rasp&com a general perspective, it becomes
clear that informal employment remains a highlyevaint phenomenon for dependent
workers, as at least a fifth of workers in this gyoare affected at any given time of
observation. Thus, apart from independent workere wonstitute the traditional “informal
sector”, a considerable amount of dependent workds itself working in informal
conditions. Although levels of informality have tiaed over the years since 2000, informal
employment relationships in Chile are anything tisappearing and remain an issue to be

considered in labor market analyses.

What is more, first bivariate analyses accordingséx and age indicate that informal
employment relationships are not distributed eveawhpss different groups of workers, which
makes informal employment a potential basis forigdomequality. Groups that find
themselves traditionally in more disadvantagedtmos in the labor market, such as women
and younger and older workers, exhibit continuousgher levels of informality than men

and the so-called prime-age workers.

Furthermore, a first descriptive comparison of vate variables provides an overview of
changes that have occurred in the labor market theeobserved period, depicting inter alia a
shift in the age structure, the growing share ofm&n participating in the labor market, or the
declining importance of marriage. While these clasngre indicative of a series of
transformation taking place at the moment in thde@h labor market, it remains to be seen
how these findings relate to the central issuenfidirmal employment, a question which will

be elaborated on in the following section.
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6. MULTIVARIATE ANALYSIS

Following the descriptive analysis of relevant aates, multivariate models for the respective
years were calculated. The first part of the chagitees an introduction to the used method,
offering a general orientation. The actual multiae analyses concentrate on the one hand
on personal characteristics of workers and on therdhand on characteristics that reflect the
characteristics of the workplace. A comparisonh& tlevelopments of factors for informal
employment over time is provided, taking into aguahe observed shifts in the labor market.

6.1. The loqgistic regression model

The multivariate models were calculated by usingjsiiic regression. In contrast to linear
regression modeling where the direct effect of onenore variables on a dependent variable
Is measured, multivariate logistic regression epgdathe influence of several independent
variables on the probability of occurrence of aipatar event. Typical areas of application of
logistic regression include for example the analyi risks of mortality, where factors that

increase or decrease the probability of deathrasestigated (Backhaus et al. 2008).

As a consequence, the regression equation as yiamafiloyed in linear regression analysis
has to be slightly modified for logistic regressemalysis:

In%:ﬁoﬂ(ﬁﬂl&lﬁﬁz X, + +B, X,

The resulting regression curve asymptotically apphes O and 1. Thus, it is highly

appropriate for the analysis of categorical depenhdariables that have only two different

values. In the model, the influence of differenttéas on the probability of occurrence for

either one or the other event is estimated, ioe.défault or payment, for death or survival, or
as expressed in statistical terms, for the variaédbleake on the value 0 or 1. In the present
thesis, logistic regression provides a tool to yrelthe probability for workers to find

themselves either in a formal or informal employbrehationship.

As a consequence, the method to calculate thepbsstble fit of the model to the given data
also differs from linear regression models — whiikear models generally employ ordinary
least squares regression, the logistic regressias ealculated on the basis of maximum
likelihood estimation. In general, this procedummsanot to reduce the difference between
expected and the observed value to a minimum, dounhaximize the likelihood that the

distribution of the estimated values correspondséadistribution of observed values.
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The influence of categorical variables on this jimbty is generally expressed relatively to a
reference group. If for example the influence otiaational levels on the probability of
informal employment is to be modeled, a group ofk&os with a particular educational level
(e.g. completed secondary schooling) is chosenhasréference group and the effect of
educational level is expressed in reference toghisicular group of workers. The effect of
completed primary schooling would then describedifference in the probability of informal

employment between a worker with completed pringargy completed secondary schooling.

Explaining a significant percentage of the varianténformality is one of the objectives of
the constructed models. Even so, their prime doumtiion lies in the identification of effects
that enhance or decrease the probability for inedremployment. The advantage provided by
multivariate models as these is the possibilityat@alyze the effect of one of the variables

“corrected” by the interferences that might resuin other variables.

For the interpretation of logistic regression madethe concept of odds ratios is of
fundamental importance. As the equation shows,réfeionship between the independent
variables and the dependent variable is not linEaere is however a linear relationship to be
found between the independent variables and tharitbgrized odds ratio of the dependent
variable. As a consequence, the coefficients regulfrom the calculation of logistic

regression models (“logit-coefficients”) cannot im¢erpreted as in usual linear regression
models. The interpretation should only be underiatie a general level in relation to the

positive or negative value of the coefficient (Blaalus et al. 2008).

Through the insertion of the coefficient in theldaling equation, the logarithmized odds
ratios (= logit-coefficients) can be transformetbipredicted probabilities of occurrence that

are much more appropriate for interpretation.

1 e ... Euler's number

=1 =
P(y=1) 1+e* z ... logit-coefficient
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Various regression models were calculated both@ryear 2011 as for the years 1994, 1998,
2000, 2003, 2006, and 2009. In addition, the resaflthe regression analyses are subjected to
a further statistical test. Differences among doififits between certain yeafavere tested

for statistical significance by means of the ‘semgiy unrelated estimation’ command in
STATA. This method serves as a tool for the congoariof estimators between groups and
has also been employed for testing the significarfagifferences between estimators across
time (Cloin et al. 2011; Verwiebe/ Fritsch 2011)this way, apparent differences across time

between the models are tested for their abilityescribe actual changes in the population.

6.2. Factors for Informal Employment

This section is dedicated to the presentation ascldsion of the information obtained from
the logistic regression models. All models produded the most part highly significant
results, i.e. a wide range of the tested factoes ratevant for the determination of the
probability of workers to be employed informally. flact, effects that do not reach the highest
level of significance are rather the exception tliha rule. This finding implies that,
independently from a variety of other influenceatthre controlled for, risks of informal
employment differ greatly between different growpsvorkers. This stratification of the risk
structure is not reducible to one factor; insteseleral influences need to be considered.
These influences will be discussed differentiatingtween personal characteristics and

workplace characteristics as follows.

6.2.1. Factors for Informal Employment — Personal Characteistics

The first part of the analysis is focused on thengarison of the influence of personal
characteristics of workers over the years. Relefactors to be included in the analysis are

sex, age, education, family status and ethnicity.

Students of the Chilean labor market have repeatauihted to the considerable differences
between men and women regarding labor market iatiegr. Not surprisingly, the analysis
also shows that risks for informal employment difecording to sex. It becomes clear that
women constitute a group prone to informal emplaymBespite controlling for other effects
that may lead to a higher risk of informality foromen, an independent effect remains.

3" Due to the sometimes opposing trends that werectiet between the years 1994-2000 and 2000-2041, th
tests for significance of the differences were @alted for both time periods. For the variableduded in 2003,
the difference between 2003 and 2011 was calculated
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Several factors have been found that contributéhéohigher share of women in informal
employment. The importance of female domestic waikdor instance, is not to be
underestimated in this context. The descriptivelysma shows that the share of domestic
workers in the dependent workforce is slowly dentjnover the years but remains at 8,1% in
2011. Considering that a great part of domestickeusr are women and work informally, a
part of the effect of sex on informal employmentowld be explained through this
relationship. However, a significant gender effieghains that is not explained by the other
introduced variables. That is to say, domestic wlkdo not (only) work informally due to
the elevated percentage of women in the occupatgnoap; neither is the elevated risk of
women to work informally reducible to their greatehare in domestic employment.
Moreover, earlier studies have suggested thataraild level of informality among women
is due to the reconciliation of work and family. Wiever, it has been shown that this strategy
to combine work and family is mainly followed by men who engage in self-employment,
as informal employment often does not provide sloig of flexibility (see chapter 3.5.1).

Risks of informality for female workers vary slightbetween 1994 and 2000 and again
between 2000 and 2011. From 1994 onwards, riskd@imality for female workers increase

until reaching their peak in 2000. Afterwards, sstontinually decrease, except for the year
2009 where another rise is registered. The obsateedlopment is in line with increases and
decreases of general levels of informality, asdatid in the previous chapter. That is to say,
as informality decreases, risks of informality feomen decrease particularly, and their risk
of informality approaches that of male workers, l&hin turn in times of increasing

informality rates, their risk of informality increas to a stronger degree.

For a long time, the Chilean labor market has beearacterized for its particularly low
participation of female workers. While differences labor market participation are still
considerable, a process of adjustment has beenrvedsdhat has led to a gradual
approximation of the labor market participation erdbetween men and women. The
consequences of this development are potentiallyefaching and diverse and require a more
thorough analysis than can be provided at thisestBgsed on the information provided from
this analysis it is observable that, as the shafermale employees in the Chilean workforce
increases continually, they are still confrontedhwdlifferent challenges regarding contract
status and pension insurance in comparison to walkers. It should be noted however, that
particularly in the last two years of the obseryestiod, differences have become more
subdued.
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Information on civil status shows the continuoukatienship between married workers or
workers living in partnerships and informality. Vihthe risk of informality is only slightly
reduced for workers living in partnerships (in soryears, no significant difference is
observable), married workers definitely tend to kvather in formal jobs than those who are
not. Informal employment affects workers inter ahaough a lack of social protection and
protection of worker’s rights, which results in égsirity and insecure future perspectives.
Under these circumstances, long-term commitmenth s marriage are more difficult to
sustain and tend to be postponed or even abandMiksl Blossfeld 2003). Under control
for other variables, the risk of married workersatsout 20-30% lower than that of single
workers. That is to say, taking into account that that many single workers are younger and
thus from the outset are affected by a higher n$kinformal employment, they still
experience a higher risk that is not to be attedub the age effect but seems to belong to the
effect of family status itself. In line with prewie studies, this result thus provides support
against the view of informal employment as a sgwteor the reconciliation of work and
family. Rather, it seems to indicate the contr&gdin et al. 2011).

Furthermore, the calculated models confirm thatridle of informality varies to a very strong
degree as workers advance in their working liveleafly, the phenomenon of informal
employment is to be located predominantly on thegma of the age distribution: youngest
and oldest workers exhibit the highest risks ohgemployed informally. Workers in the age
group of up to 24 years are clearly more likelyo® employed informally as “prime-age”
workers between 35 and 49 years. With increasing, dige probability for informal
employment diminishes. Under control of other dfethe probability work in an informal
job is lowest for workers between 50 and 59 yedérage. However, for older workers the
probability increases considerably and doublessmparison to the reference group.

The significantly increased risk of informality fgounger workers under control of tenure
and firm size responds to a pattern found in masinLAmerican countries (Perry et al. 2007:
51). Younger workers, particularly in the age grauguestion (up to 24 years), may engage
in informal employment as a means to enhance drdineir family’s income while they still
attend educational institutions. In fact, the piolty for informal employment is doubled
through the attendance of an educational institutidowever, even then a particularly
elevated risk for the age group in question remairss finding suggests that younger
workers are confronted with particular difficultiess access formal employment, independent
from their educational level or attendance of etional institutions.
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Notably, the shifts in the age structure that haken place over the observed time span and
are reflected in an overall increase of the aveeggeof workers (see chapter 5.3.2) seem not
to be associated with a significant change of thkesrof informality for the respective age
groups. Descriptive analyses point to a tendenoyarkers to enter the workforce at a later
age and, at the same time, remain in the workféocdonger. However, the effect of age
remains relatively stable over the observed timeogdeas younger and older workers

consistently exhibit higher risks of informal emyhaent.

Educational levels seem to interfere significantiyh the risk of informality. Workers who
completed primary education (8 years of schoolorg lower level (which includes workers
without formal education) exhibit a risk of inforiremployment nearly twice as high as those
who completed secondary schooling. This effecbusfl to be even higher when other effects
are not controlled for. For instance, lower edursl levels are very likely to go along with
more instable employment histories, which are agrothdicator for informal employment
(Sehnbruch 2006).

These figures support on the one hand that eduncdties not influence the risk of informality
as much as it may seem from descriptive analysasicBlarly between groups with higher
education levels (complete secondary education igheh), risk structures converge
increasingly. On the other hand, low educationakle remain an important factor for
informality. For the Chilean context, it should bemembered that by now complete
secondary education is compulsory. While this meagamong others) seems to have a very
positive impact on educational levels, it also i@plthat those with lower educational levels

experience increased pressure and constitute @ grquarticular need of support.

In spite of considerable shifts regarding educatidavels in the observed time span, the
effect of education on risks of informality remaitergely stable. Workers with lower
educational levels than complete secondary educatixhibit higher risks of informal
employment, whereas complete tertiary educatiorviges significantly lower risks of
informality in any of the observed years. This shdhat education is a reliable indicator for
the risk of informal employment, both over the amurof time and across different
multivariate models. Findings by Infante (2011)mtdn a similar direction: Despite of an
increase of educational levels among workers bothiormal and informal activities, he
detected a constant average difference of 2 yelsclwoling between those employed

formally and informally between 1990 and 2006.
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However, a particular shift is taking place amomghkr qualified groups of workers. As time
comparison shows, the differences in the risk tdrimality between workers with completed
secondary schooling and higher educational levislspgear increasingly. While completing
secondary schooling remains an indicator for lovigks of informality, higher educational
levels increasingly cease to lower this risk angthier. Particularly in a moment where an
increasing number of workers with secondary edanasind higher qualification levels are

entering the labor market, this finding is of relace regarding their employment outlook.

Declared membership to an indigenous group is dnthed factors that do not appear as
influential on the status of in/formality in thisalysis. If ethnic background alone is included
in the regression on informal employment, Mapuclwekers exhibit a significantly higher
risk of informality. However, the explanatory powefr the variable is extremely low, and
when other variables are introduced, no signifidafitience is detected. The statement of
workers to have a Mapuche or other ethnic backgtaloes not point in any way to a higher
or lower risk of informal employment in any of thalculated models. The higher percentage
of informal workers among Mapuche is thus not tatigbuted to their ethnicity but rather to
other aspects of their job such as employmentparéicular branch or in smaller enterprises
(Perry et al. 2007; KAF 2010). For workers with ey than Chilean nationality, the data
indicates a similar effect as for Mapuche workgvile the number of informal wage earners
is definitely higher among this group than amongéains, other factors that are not related to
nationality contribute to this imbalance. For imste, particularly female migrants are
predominantly engaged in domestic work where, ascated, particularly high levels of

informality are observed (Stefoni 2009).
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6.2.2. Factors for Informal Employment - Workplace Characteristics

Firm size has already been identified as a pasitulrelevant factor for informality.
Generally, the importance of this measure is linkedhe elevated levels of informality
among the self-employed and is often linked todiseussion on informal enterprises (Perry
et al. 2007: 9; De Soto 1987). However, the analgsows that a similar relationship is found
for wage-earners. The data suggests that smalies fare not only more likely to belong to
the informal sector themselves (i.e. to functiovisibly to any official registers), but also to
employ their workers on an informal basis. Withwjirmg firm size, the risk to be employed

informally decreases significantly.

This relationship is closely linked to the finditigat, the longer microenterprises manage to
“survive”, the higher is the probability of theiorinalization. Prior research has encountered
informality as a growth strategy, indicating thanadl enterprises initially remain in
informality until they have reached a certain si&e.formalization is generally connected to
certain costs, both once-only payments (such agiatration fee) and continuous costs (such
as paying taxes), a large part of enterprises decat to formalize until a certain level of
income is assured (ibit) This situation is also reflected in the statusasfnality of their
employees — whereas it must be kept in mind thaimdtization of enterprises and
formalization of employment relationships are netessarily simultaneous processes, as one

may happen earlier than the other and vice versa.

Table 6.1 also shows that the strong relationsbtgvéen firm size and informal employment
persists over the observed period. Between 1994281dd, workers in smaller firms are
constantly subjected to a higher probability oformial employment than workers in larger
firms. However, a contraction of the risk structseems to be taking place, as differences
between workers in firms of different sizes becainghtly smaller. That is to say, while firm
size remains an important indicator for informalitg capacity to predict the in/formal status
of workers has declined, as workers in firms ofedént sizes experience more similar risks to

become employed informally.

% The relevance of firm size is confirmed by a l@ikhe pseudo-R2-statistics which provide informmiabout
the share of variance of the dependent variabléagyqd by the various factors. What can be dedufreu
these statistics is that the model that includdg parsonal characteristics by itself explains ondyy little —
about 7% of the total variance. As more factorsiacduded, this measure eventually reaches 20%art be
observed that firm size alone explains as muchhef tariance as is accounted for through all petsona
characteristics taken together. The importanceirof Kize regarding levels of informality is thusresldy
confirmed even before taking into account the tasgilodds ratios.

% These “barriers” to formalization constitute ade®f the FORLAC Program, a program recently ingi by
the ILO to promote formalization in Latin Americaauntries (ILO 2013).
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Domestic workers are included as a particular categnd exhibit extremely high risks of
informal employment. Their probability to be empayinformally is about nine times as high
as for workers in enterprises between 10 and 4%ever Hence, domestic workers represent
one group where different definitions of informglibverlap to a particularly high degree.
While some definitions of the informal sector couhem automatically as informal, a
particularly high share of domestic workers is adédtected by informal employment as

defined for this work.

Considering data sets from various years also poout how domestic workers are
particularly affected by the phenomenon of inforitgalln any given year domestic workers
exhibit over 4 times the risk of informality thamowers in firms with between 10 and 49
workers. While the years with the lowest risks @n@se immediately following the crises in
1998/99 and 2008, 2011 records the highest riskafofrmality in comparison to all other
observed years. The extent of domestic work ineChéds been shown to respond quickly to
economic downturns, as their employment dependdopmagantly on the capacity to pay of
middle- and higher-income families (Valenzuela/ @as 2012: 154). As informal domestic
workers are not protected by any kind of employmiegislation, the reduced risk of
informality may have been produced through the ekinformal workers from the domestic

workforce.

The sharp increase of risks in informality in 208dems hard to explain at first sight.
Domestic workers have experienced an increasiggrmaknt of their labor legislation with the
labor legislation valid for the majority of worker@bid). Main adjustments concerned
remuneration and the regulation of working hoursede measures aim to contribute to the
improvement of working conditions of domestic wakkend seem to find themselves rather
in contradiction with the observed development. do&r, as these regulations have hardly
been accompanied by more thorough controls, emoyay have become actually more
prone to hire domestic workers informally in orderavoid the higher costs related to hiring

according to the new legislation.

According to table 6.1, sectors that imply the leigthrisk of informality for workers are
agriculture, construction and transport. The midaiel is constituted by community services,
manufacture and commerce, and the lowest riskfofrmality is found in the mining sector,
in financial services and in the electricity and gaoviding sector. For example, workers in
agriculture are twice as likely to be employed infally as workers in community and social

services. At the same time, for workers in the mgnsector this probability is only about half
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of that for employees in the community and soocea/iees sector. This ranking corresponds
roughly to the classification of sectors into lomedium and high productivity (Infante/
Sunkel 2009). Although the strong effect of firmesis controlled for, the relevance of sectors

regarding the differentiation of risks of infornehployment remains.

Changes in the risk structures for sectors of ewonaactivity are foremost observable
between 2000 and 2011. In comparison to worketsarpublic or community service sector,
most branches have reduced their risk of infornmapleyment. Particularly for workers in
sectors with traditionally lower levels of inforntsl such as mining or electricity and gas
provision, the ratio has evolved from virtually saynificant difference in 1994/2000 to

hardly 50% of the risk of workers in the publicaammunity service sector in 2011.

The highest differences in the odds ratio are ofadde in the sectors of agriculture, transport
and construction. In all three sectors, workershated a risk of informality twice as high (or
more) as that of workers in the reference grougolmstruction and transport, the risk remains
elevated at a level of about 40%-50% in 2011, winilagriculture the difference is still about
twice as high. These developments suggest thale vgbime sectors seem to have drawn
closer in their risk of informality, the distance those sectors with the lowest risk of

informality remains large.

Employment on honorary contracts needs to be takeraccount in this context. It exhibits
particular patterns according to branches, as & waginally created for the provision of
services (see section 2.2.5). Particularly pulictar employment is marked by this form of
employment as the hiring of new public sector woskkinctions predominantly through
honorary contracts. Thus, the reduction of risks imfbrmality of other branches in

comparison to public services may be related tadification of risks in the reference group

rather than vice versa.

A patrticular interest of this study lies in the ebstion of the risk structure of informality
according to the occupational structure. The olesefluctuations in the data indicate a shift
of the risks of informality regarding particularogips. At the same time, the provided
information over several years points to an adygntaf this particular kind of data. For
example, the considerable reduction of risk of imfality in the year 2000 for skill level 1
occupations, which are characterized by the lowesfuirements in qualification and
responsibility, proves as a temporary low, whilegally the risk of informality remains
higher than that of skill level 2 occupations. Neheless, a general trend of risk reduction in
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comparison to the reference group seems to begaitace. Simultaneously, the advantage of
higher qualified occupations which include for exden professionals, technicians or
managers and seems to wear off over the yeardyeadlifference in risks of informality

becomes less important.

These results are in line with an observed sprééfliesible” employment arrangements that
are not necessarily limited to occupations reqgirlower qualifications (Mauro/ Yafiez
2005). Particularly in the case of grey zone emmlent as approximated through honorary
contracts, it has been shown that they concenmategher qualified positions (Leiva 2012).
This development points to a facet of informalityatt may become more important as
educational levels rise and shifts in the occupaficstructure take place. “Qualified” or
“professional” informality may appear as a new foaminformality that affects different

groups in the labor market than before.

The prevalence of short-term employment among mé&brworkers is confirmed in this
model. Particularly during their first year, workehave a much higher risk of informal
employment than later on. This finding supportsvimes studies that point to the instability
of informal jobs. On the one hand, this suggesds itiformal workers (are obliged to) change
their jobs more often and experience elevated pdedurity. On the other hand, informal
employment may at first serve as a “probationanyop&, similar to temporary employment

contracts, which potentially leads to the formdlma of the worker after some time.

Table 6.1 also provides for a comparison betwe&32Md 2011 of the significance of tenure
for informal employment. Figures describe a simdavelopment as was found concerning
firm size. Highly significant differences persipginting to a much higher risk of informality
for workers with shorter tenure, while the risk @ses the longer workers remain in the
same job. However, the risk of informality for werk who have held the same job less than a
year, in comparison to those with a tenure betwegnand five years, decreases from nearly
300% in 2003 to about 220% in 2011. Again, the sskicture seems to narrow down as
differences become less accentuated. Under thepgmirge that levels of informal
employment in general have decreased, this pomta generally positive trend of risk
reduction for workers, particularly for those whorrherly exhibited higher risks of

informality.
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The effect of employment on honorary contractassexpected, very high. While the risk of
informality for workers who are employed on hongrapntracts actually dropped between
2003 and 2006, the comparison to 2009 and 2011 slaowonsiderable increase. The latest
available data indicates a risk of informality rngdkl times as high for workers who emit

honorary notes in comparison to those who do not.

This exorbitant discrepancy is primarily the resaflthe fact that in the case when honorary
notes are applied, the labor relationship is ddflgiof commercial nature, in which case an
employment contract is not considered necessaryhidsform of employment is not (Y&
linked to obligatory social security contributioi,is related to a particularly high level of
informal workers. As a consequence, although thgplication among workers who consider
themselves as employees and not self-employedfifice themselves in a subordinate labor
relationship, in which case the labor code actustiigulates its regulation through a written
employment contract) is certainly not to be appdyvke highly increased risk of informality
is not particularly surprising. In fact, the applion of honorary contracts in this kind of labor
relationships rather constitutes an informal pcacper se that requires further attention than a
factor for informality.

“° This regulation is presently under reform, for edetails see chapter 2.
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Table 6.1: Comparison of factors for informal emplyment 1994-2011

1994 1998 2000 2003 2006 2009 2011 Diff Diff
Exp(B) Exp(B) Exp(B) Exp(B) Exp(B) Exp(B) Exp(B) 194-2000 2000-2011
Sex (Ref: Male)
Female 1.175** 1.298*** 1.299*** 1.296*** 1.282%** 1.368*** 1.184*** 0,124* -0,115*
Age (Ref: 35-49 years)
<=24 1.965*** 1.926*** 2.016*+* 2.072%* 1.898*** 1.818*** 1.925%** 0,051 -0,091
25-34 1.182%** 1.152%** 1.203*** 1.255** 1.155%* 1.134%** 1.136*** 0,021 -0,067
50-59 0.940 0.807*** 0.910** 0.871** 0.898*** 0.861*** 0.833*** -0,03 -0,077
=>60 1.641** 1.898*** 1.613** 1.550%** 1.687** 1.448** 1.653*** -0,028 0,04
Education(Ref: Completed secondary education)
Complete primary ~ 1.749*** 1.759*** 1.970*** 1.791*** 1.710*** 1.623*** 1.822%** 0,221* -0,148
Some secondary  1.306*** 1.410*** 1.532%** 1.437*** 1.512%** 1.404*** 1.486*** 0,226** -0,046
Some tertiary 1.071 1.010 1.046 1.155* 0.942 0.924 0.990 -0,025 -0,056
Complete tertiary 0.816** 0.732%* 0.756*** 0.776*** 0.752%* 0.837*** 0.881* -0,06 0,125*
Attending an educational establishment (Ref: No)
Yes 1.869*** 2,227 1.877** 1.933*** 2.403*** 2.250%** 2,193 0,008 0,316
Ethnicity(Ref: No declared ethnicity)
Mapuche 0.985 1.027 1.067 0.962 -0,023
Other ethnicity 1.205* 0.992 0.953 1.082 -0,123
Nationality (Ref: Chilean)
Non-Chilean 1.204*
Civil Status (Ref. Single)
Married 0.748*+* 0.779*+* 0.710*** 0.699*** 0.701**+* 0.759*** 0.725*+* -0,038 0,015
Living in partnership 1.022 1.102* 1.025 0.946 0.877*** 0.906** 0.908** 0,003 -0,117**



Sector of economic activity (Ref. Public and comityigervice)

Agriculture 2.253%** 2.308*** 2.559%* 2.080%*** 1.634** 1.445%* 2.165%** 0,306* -0,394**
Construction ~ 2.095*** 2.030%** 2.179%** 2.192%* 1.629** 1.401%* 1.428** 0,084  -0,751%**
Transport ~ 1.996%** 1.956** 2.42] % 2.145%* 1.759** 1.376%* 1.419%* 0,425*  -1,002%**
Commerce, gastronomy  1.274*** 1.235%** 1.224%** 1.266*** 1.215%** 1.200%** 1.249%** -0,05 0,025
Manufacture 1.141* 1.096 1.301** 1.366*** 1.072 0.900* 0.995 0,16  -0,306***
Finance 0.906 0.913 0.948 0.908 0.836** 0.721%** 0.766%** 0,042 -0,182*
Mining 0.911 0.779* 0.871 0.760* 0.697%*** 0.620%** 0.500%** -0,04  -0,371***
Electricity, gas 1.293 1.105 0.892 0.461%** 0.54 1% 0.623*** 0.554%* -0,401 -0,338*
Occupational position (Ref. Skill levef'p
Skill level 1% 1.595%* 1.444%* 0.683*** 1.464** 1.256** 1.605** 1.182** -0,912%*= 0,499%**
Skill level 3°  0.757** 0.926  0.759*** 1.293*** 1.313%** 0.951 0.890 0,002 0,131
Skill level 44 0.726*** 0.852* 0.813 1.058 1.229* 0.850* 1.014 0,087 0,201
Firm size (Ref. 10-49)
Domestic workers ~ 5.148*** 5.069%** 5.685%** 4,375%** 5.824* 4,223*** 7.291%** 0,537 1,606***
29 2.81 4% 2.657%** 2.318%** 2.804* 2.810%* 2.434%x* 2.184x* -0,496*** -0,134
50-199 0.621%** 0.618*** 0.674%* 0.556%** 0.603*** 0.687*** 0.715%** 0,053 0,041
=>200 0.487*** 0.550%** 0.519%** 0.445%** 0.459%** 0.583*** 0.592%** 0,032 0,073*
Tenure in years (Ref. 2-5)
<=1 3.200%** 2.479%** 2.084x* 2.254%* -0,946%**
6-10 0.681*** 0.770%** 0.861*** 0.817%** 0,136**
11-15 0.593%** 0.553%** 0.714%* 0.790%*** 0,197
=>16 0.700%*** 0.700%*** 0.793%** 0.767*** 0,067
Employed on honorary contracts
6.989%** 5.740**  10.649**  10.950*** 3,961 %**
Constant 0.112*=*  (,125*** 0.156%** 0.136%** 0.138*** 0.176%** 0.105%** 0,044 -0,051
Nagelkerke's R2 0,191 0,182 0,165 0,176 0,162 0,147 0,147

* p< .05; *p< .01; ** p< .001; Tests for signifance of difference regarding ethnicity, tenure, hadorary contracts refer to data from 2003 andl201

Source: CASEN (1994-2011)

“ncludes clerks, service workers, skilled agrictdtworkers, craft workers, plant and machine ofesa

*2Includes elementary occupations

3 Includes technicians and associate professionals
* Includes legislators, senior officials, managprsfessionals
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6.3. Conclusion

Analyzing the risks of informal employment in détdi multivariate models allows for the
identification of central influences on these risksbecomes clear how particular factors,
from demographic characteristics of workers to take characteristics shape these risks.
Furthermore, the results highlight the pronounceéspatities in the risks of informality
experienced by workers according to various catefiar from constituting a homogeneous
workforce, Chilean workers are exposed to a higilyable risk of informality, depending on

their age, the economic sector they are employear ithe years they have spent in their job.

The risk structure as observed for 2011 is consdbuut into perspective when the
development over time is taken into account. Theeldpment of the odds ratios over time
demonstrates that, while some influences are ofirkable continuity, other factors exhibit
significant differences between the observed yeafisile a range of characteristics prove
decisive in 2011, the time comparison indicates$ thiderences in the risk structure were in
part even more pronounced in earlier years and hettglly declined in some cases. That is
to say, as divergent as risks of informality mayéheesulted in 2011, in many respects these
differences between workers were even larger inipus years. However, this tendency does
not apply to all factors, as for example domestickers or workers attending an educational

institution actually show an increase of risks @12 compared to previous years.

The observed contraction of risks applies primalythree factors that have been identified
as central to informal employment in previous reseafirm size, occupational position, and
length of job tenure. The decreasing importancthese factors indicates a trend of informal
employment to change its structural determinanthas been discussed already in previous
chapters how the Chilean labor market has seendmyable shifts in its composition over the
past years, which includes for example a genecakase of educational levels and age levels
of workers or a higher share of female workers. Tdmalysis focused on informal
employment shows that some of these shifts alsectafhformally employed workers. For
example, as the share of female workers has cantsiy increased, their risk to be employed
informally has also shifted, and has particulanythe last observed year approached that of
their male counterparts. However, a domain of @ty female employment, domestic
work, remains a source of employment with high gisk informality, despite all efforts to
improve this situation and to adapt the employmiegislation of domestic workers to

international labor standards (Leiva 2012).
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7. CONCLUDING REMARKS

7.1. Definition and Measurement Issues

One important aspect of this work has been to pean idea of what informality is and how
it can be grasped in social research. It has beasousked how informality can be
conceptualized and operationalized, making referénthe origins of the debate in the 1970s
and the further development of research on thesibgulifferent authors and organizations. It
has been highlighted that the measurement of irdbitynis a complex venture that has been
done differently depending on the research disogpdéind objective of the respective observer.
Thus, the employed definition and measurement &rimmal employment in this work
represents only one among various possible wayappwoach informality. The focus on
informal wage earners constitutes at the same diffezus on the most “vulnerable” form of
informality (Perry et al. 2007), which is reflectedthe higher risk of informal employment
for workers with lower qualifications, in lower dkid occupations, and for younger workers

who are generally faced with difficulties regardiaor market integration.

The chosen operationalization — an and/or comlanatf the two defined dimensions of
informality - deliberately constitutes a “less sftiunderstanding of informality, with the aim
of drawing attention to so-called “grey zone empieynt”. While both dimensions overlap for
a large part of the analyzed workers, for a comallle amount of workers they do not. This
result points to the necessary recognition of gt that not all forms of informality affect the
same group of workers — the distinction betweenrmbl sector and informal employment

constitutes an example of efforts to this finding.

However, a variety of aspects of the employmerati@hship also remain to be investigated
when it comes to formal or informal practices arkyalemonstrating once more how difficult

it is to draw a clear line between formal and indat employment. Further components
include for example unemployment insurance, heakbrance, or labor union membership —
all benefits that workers may or may not have acdeson the grounds of the established

employment relationship.
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Consequently, another question arises that addgleaity to the phenomenon. Some of
these benefits constitute obligatory elements oérployment contract, some are optional,
and some elements apply in a different manner fferdnt groups of workers. In addition,

legislative reforms that are taking place as famgle with regard to self-employed workers
imply a shift of what is understood as informaltiis moment and what is regarded as
informal once the new regulation is in effect. Henm the strict sense of the regulation
perspective, determining the informal is a taskconstant flux that requires the close

consideration of local circumstances.

Finally, it must be remembered that the CASEN syrwehich constituted the data basis for
this work, was originally not designed as a labaarket survey, which complicates the
coverage of indicators central to issues regarthbgr market research. In analyses that do
not include a comparison over time beyond 2009,NB&IE survey definitely constitutes a
more complete source of information which alsowdeb up-to-date labor market information
on a trimestral basis. Furthermore, the NENE islwesethe data source for the determination

of international labor market indicators such asuhemployment rate.

7.2. A new Informalization of the Employment Relationshp?

On the basis of empirical data it has been shovan ttne Chilean labor market has seen
considerable shifts regarding the labor force m plast decades. In the subsequent analysis,
this work has focused on the investigation of rafg\factors that enhance the risks of workers
to be employed informally in the context of thedgamges. Some indicators that are
traditionally considered as decisive for informglguch as tenure and firm size, seem to have
become less pronounced in their divergent riskcaire. However, other important indicators
such as education and age hardly show any moddieain spite of considerable shifts both
regarding educational levels and the age strudtutbe observed time period. Generally, it
has been shown that enhanced risks of informaligyfaund among workers in particularly
vulnerable positions. However, it has also beenatetnated that higher qualified positions
are not necessarily protected from informality. \Wban be concluded from the analysis of
this particular form of informality is that it islso increasingly found not only among the

lower qualified population.
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Various studies have pointed to the increasingatiffy to distinguish between wage earners
and the self-employed regarding subordination artdreomy. It is not to be denied that we
may be observing a similar trend in Chile at themant. Besides a remaining share of wage
earners that are denied the protection of a can&nad/or social security, another trend of
“new informality” may be developing that is struelly different and is found among a
different group of the workforce.

This “transformation of informality” is potentiallinked to a variety of aspects that need to
be considered: In what way does the employmentioakhip differ in comparison to
“traditional” informal employment? To what exterg this form of informality based on
mutual consent, could it be possible that we firmedain degree of voluntariness in this form
of informality? Anecdotic evidence from focusedeintiews with workers indicates that, for
particular groups of workers, informality may adly&onstitute a matter of choice, resulting

from a variety of motives.

To answer these questions, it is indispensableofieat further information on the affected
group of workers. Particularly, due to their pasiing in the higher qualified segment, it
seems likely that a certain degree of informalgyret by financial compensations. Contrary
to hitherto existing studies who confirm a consade wage gap between formal and
informal employees, these informal workers may abyube found in a higher income

segment than their formal colleagues.

Particularly honorary contracts constitute a phesoom that mirrors the increasing tendency
of “subordinate self-employment” and which has bemade particular reference to
throughout this work. In this context, developmeats observable that potentially follow
similar patterns between Latin America and Eurofiee problem of increasingly blurred
limits between employment and self-employment setanise of cross-border relevance and
refers to a more generalized trend in labor markdtere flexibilization is an issue (Leiva
2012; Galvez Pérez 2001; Voss/ Pongratz 1998). diésis up a field for future research on
the constitution of the phenomenon in labor markétdiverse structures. In spite of greater
difficulties of access to information, informal elopment constitutes an area of research that
can enrich the study of labor markets, also in EHueopean context. Particular aspects of
interest lie for example in the — potentially dser— constitution of informality or in
processes of formalization of informal practiceshia context of flexibilization.
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Nevertheless, it should be taken into account amgt form of comparative research in this
area is confronted with particular difficulties dteethe historical differences regarding the
regulation and structure of the labor market. Faaneple, Latin American labor markets

traditionally exhibit higher rates of labor turnovand larger shares of self-employed workers

— two important aspects when it comes to issudlexibilization and informality.

7.3. Informality and the Quality of Employment — Sociopditical Implications

This work has emphasized that, in spite of the f@sgin development that has been made in
Chile in the past decades, working conditions reman essential issue. Although the
unemployment rate currently experiences particylEnv levels, it must be considered that
the provision of jobs alone does not resolve sossilies related with employment. It has
already been shown that quality of employment inleClsuffers from serious deficits
(Sehnbruch 2006). Formality is often consideredh aecisive factor for “good jobs”, as it
constitutes the precondition for the access to mainthe benefits related to high quality
employment. Thus, in the efforts to provide degehs for the Chilean workforce, the issue

of formality should not get left behind.

However, the aspect of formality also relates to@ader issue concerning the constitution of
the Chilean labor market - social dialogue betweemployers, workers and government
institutions, an issue that has remained emotiprtilarged for decades. Formal employment
relationships imply the recognition of workers’ hitg and the recognition of the official

employment regulation. Informality, in contrast, pies that regulations in force, and in

consequence, institutions that are responsible th@ir enforcement, are denied their
legitimacy. A generalization of formal employmenglationships presupposes that all
involved actors recognize each other as such andtrast each other to that extent that
agreements reached in negotiations will be compliitial.

In this moment, Chile finds itself in a decisiveagk of development. Living standards have
improved considerably, more young people than beére have access to tertiary education,
and a growing part of the population is able tatipgate in social and cultural aspects of
society. A growing conscience for — and disconteith - remaining inequality and injustice

constitutes a logical consequence of this procésiewelopment, in which more and more

people demand to be included.
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In this moment, when it seems that many of the gyisacial issues from the past have been
overcome, it is appropriate to draw attention tdicits that are still to be resolved. In
particular, the Chilean case exemplifies how, aseschallenges seem to be overcome, new
ones arise. The increasing share of employmertarsérvice sector implies that new forms
of employment relationships are constituted thatdn® be responded to by the labor market
institutions. Current reforms that are under wagarding contributions to the pension system
document the efforts to “formalize” the workfor¢¢owever, the attitude of workers towards
the state has been shown to be marked by mistuggsition that has been nurtured for
decades and has hardly changed since the retwl@mocracy, as labor unions remain in an
extremely weak position and compliance with regois lacks thorough controls.
Consequently, one of the challenges is definitely institution of a new form of dialogue

between the most relevant actors on the labor rharke
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9. ANNEX

9.1. Development of Informality Rate according to diffelent Dimensions

Workers outside of

Pension System 1994 1998 2000 2003 2006 2009 2011
General 20,8% 21,4% 22,9% 22,3% 20,2% 21,3% 17,3%
<=24 31,4% 34,8% 37,7% 35,2% 31,0% 30,8% 26,8%
25-34 17,8% 19,0% 20,3% 19,9% 16,5% 19,3% 13,7%
35-49 17,2% 18,2% 19,8% 19,4% 17,3% 18,8% 15,5%
50-59 17,5% 14,6% 18,7% 18,7% 18,4% 19,2% 14,7%
=>60 28,9% 31,7% 34,1% 31,0% 31,3% 28,5% 27,8%
male 19,0% 19,5% 20,8% 19,6% 17,0% 17,9% 14,6%
female 24,0% 24.,4% 26,3% 26,4% 24,8% 25,9% 21,0%

Workers without written

Contract 1994 1998 2000 2003 2006 2009 2011
General 19,8% 21,6% 22,4% 22,1% 20,2% 18,0% 14,2%
<=24 28,1% 33,1% 34,9% 33,2% 27,9% 26,0% 20,2%
25-34 18,0% 19,2% 19,6% 19,3% 17,1% 15,3% 11,6%
35-49 16,2% 19,9% 19,9% 20,3% 18,4% 16,4% 12,7%
50-59 17,0% 14,3% 20,3% 19,1% 19,3% 16,9% 13,2%
=>60 28,1% 26,8% 30,5% 27,8% 28,0% 23,9% 21,3%
male 17,5% 19,9% 20,3% 20,0% 17,3% 15,0% 11,3%
female 23,7% 24,3% 25,6% 25,2% 24,3% 22,2% 18,0%

Informality Rate

(Combined Measure) 1994 1998 2000 2003 2006 2009 2011
General 26,0% 25,9% 26,9% 26,6% 24,5% 25,5% 20,3%
<=24 37,3% 39,7% 42,1% 40,1% 35,2% 35,9% 29,6%
25-34 23,1% 22,8% 23,9% 23,6% 20,6% 22,6% 16,3%
35-49 21,3% 23,0% 23,3% 23,3% 21,3% 22,7% 18,0%
50-59 23,0% 28,5% 24.2% 23,4% 23,1% 23,6% 18,0%
=>60 37,8% 37,8% 39,6% 38,3% 38,9% 35,2% 33,8%
male 24,0% 23,8% 24,8% 23,9% 21,3% 21,9% 17,3%
female 29,5% 29,2% 30,3% 30,6% 29,2% 30,4% 24.2%
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9.2. Syntax Files SPSS - Recoding and Preparation for Alysis

*OPENING DATA FILES.

get file ="C:\CASEN\1994\Casen1994.sav".
get file ="C:\CASEN\1998\Casen1998.sav".
get file ="C:\CASEN\2000\Casen2000.sav".
get file ="C:\CASEN\2003\Casen2003.sav".
get file ="C:\CASEN\2006\Casen2006.sav".
get file ="C:\CASEN\2009\Casen2009.sav".
get file ="C:\CASEN\2011\Casen2011.sav".

*FILTER of selected sample for various years.

*1994.

weight off.

recode 09 (CONVERT) (‘A'=1) ('B', 'C' =2) ('D'=@E'=4) ('F'=5) ('G'=6) ('X'=99) into 099.
delete variables O9.
rename variables (099 = 09).

compute analysis = 0.
if (2 <07 AND 07 < 7) analysis = 1.
if (rama = 0 OR rama = 999) analysis.
if (oficio = 0 OR oficio = 9999) dgais = 0.
if (€9 = 99) analysis = 0.
if (09 = 99) analysis = 0.
if (edad < 15) analysis = 0.
do if (07 <4 OR 07 > 5).
if (09 = 1) analysis = 0.
end if.

delete variables v1 to v58.
delete variables sl to s56.
delete variables yopraj to ysubhaj.

*1998.
weight off.
compute analysis = 0.
if (2 <08 AND 08 < 6) analysis = 1.
if (oficio = 0 OR rama = 0 OR oficio9999) analysis = 0.
if (educ = 10) analysis = 0.
if (010 =7 OR 010 = 9) analysi®.=
if (edad < 15) analysis = 0.
if (ecivil = 9) analysis = 0.

do if (08 < 4).
if (010 = 1) analysis = 0.
end if.

delete variables v1 to v46.

delete variables sl to s54.

delete variables yopraj to ysubhaj.
*2000.

weight off.

compute analysis = 0.
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if (2 <010 AND 010 < 8) analysidl=

if (oficio = 1 OR oficio = 11 OR ra* 0 OR rama = 999) analysis = 0.

if (educ = 99) analysis = 0.
if (edad < 15) analysis = 0.

recode 013 (CONVERT) (‘A'=1) (B'=2) ('C'=3) (D)HE'=5) ('F'=6) ('X'=99) into 0131.

exe.
delete variables 013.
rename variables (0131 = 013).
recode 013 (lowest thru highest = copy) into firzasi
if (firmsize = 99) analysis = 0.
do if (010 < 6).
if (firmsize = 1) analysis = 0.
end if.

delete variables p1 to v52.
delete variables sl to s75.
delete variables yopraj to ysubhaj.

*2003.
weight off.
compute analysis = 0.
if (2 <09 AND 09 < 8) analysis = 1.

if (oficio = 0 OR oficio = 9999 ORma = 0 OR rama = 9999) analysis = 0.

if (educ = 99) analysis = 0.
if (edad < 15) analysis = 0.

alter type estrato (F6).

recode 014 (CONVERT) (‘A'=1) (B'=2) ('C'=3) ('D)E'=5) (F'=6) (X'=99) into 0141.

delete variables O14.

rename variables (0141 = O14).

recode O14 (lowest thru highest pyganto firmsize.
if (firmsize = 99) analysis = 0.

do if (09 < 6).

if (firmsize = 1) analysis = 0.

end if.

delete variables R7 to R24F.
delete variables S1 to S30E.
delete variables Y1_T1 to YASHAJ.

*2006.
weight off.
compute analysis = 0.
if (2 <019 AND 019 < 8) analysid =

if (oficio = 0 OR oficio = 10 OR ran* 0 OR rama = 99) analysis = 0.

if (educ = 99) analysis = 0.
if (edad < 15) analysis = 0.

recode 013 (‘A'=1) ('‘B'=2) ('C'=3) ('D'=4) ('E'=8'=6) ('X'=99) into firmsize.
if (firmsize = 99) analysis = 0.
doif (019 <6 OR 019 > 7).
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if (firmsize = 1) analysis = 0.
end if.

delete variables R7 to R17.
delete variables E7 to E19D.
delete variables Y2_H to T3.
delete variables T10 to V32C.

*2009.
weight off.
compute analysis = 0.
if (2 <023 AND 023 < 8) analysid=
if (rama = 0) analysis = 0.
if (oficio = 0 OR oficio = 10) andlig = 0.
if (014 ='X") analysis = 0.
if (educ = 99) analysis = 0.
if (edad < 15) analysis = 0.
do if (023 < 6).
if (014 ="A") analysis = 0.
end if.

delete variables R7 to R18H.
delete variables E6 to E17C2.
delete variables Y22TA to T3E.
delete variables V1 to V32.

*2011.
weight off.
compute analysis = 0.
if (2 <015 AND 015 < 8) analysid=
if (ramal = 18) analysis = 0.
if (oficiol = 0) analysis = 0.
if (013 <1941 OR 013 =9999) analys0.
if (edad < 15) analysis = 0.
if (024 = 9) analysis = 0.
do if (015<6 OR 015> 7).
if (024 = 1) analysis = 0.
end if.

delete variables e4 to 0.

delete variables sl to s16.
delete variables s22 to s0.
delete variables r9 to vOb.

*

*Delete cases not included in the analysis.
USE ALL.

SELECT IF (analysis = 1).

EXECUTE.

*

*CREATION OF DEPENDENT VARIABLE INFORMALITY.
*1994.
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compute contract =-3.
if (08 =1 OR 08 = 8) contract = l.i¢fised contract.
if (08 = 9) contract = 0. /*no infornian.
if (08 = 2) contract = 2. /*no contract

compute pension = -3.
if (011 < 5) pension = 1.
if (011 = 5) pension = 2.
if (011 = 9) pension = 0.

*1998.

compute contract =-3.
if (09 le 3) contract = 1.
if (09 = 5) contract = 0.
if (09 = 4) contract = 2.

compute pension = -3.
if (015 < 7) pension = 1.
if (015 = 7) pension = 2.
if (015 = 9) pension = 0.

*2000.

compute contract =-3.
if (011 < 4) contract = 1.
if (011 =5) contract = 0.
if (011 = 4) contract = 2.

compute pension = -3.
if (017 < 8) pension = 1.
if (017 = 8) pension = 2.
if (017 = 9) pension = 0.

*2003.

compute contract =-3.
if (011 = 1) contract = 1.
if (011 =2 OR 011 = 9) contract = 0.
if (011 = 3) contract = 2.

compute pension = -3.
if (028 < 6) pension = 1.
if (028 =6 OR 028 = 7) pensio@.=
if (028 = 9) pension = 0.

*2006.

compute contract =-3.
if (020 = 1) contract = 1.
if (020 =2 OR 020 = 4 OR 020 = 9) ¢ant = 0.
if (020 = 3) contract = 2.

compute pension = -3.
if (029 < 6) pension = 1.
if (029 =6 OR 029 = 7) pensio@.=
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if (029 = 9) pension = 0.

*2009.

compute contract =-3.
if (025 =1) contract = 1.
if (025 =2 OR 025 = 4) contract = 0.
if (025 = 3) contract = 2.

compute pension = -3.
if (032 < 7) pension = 1.
if (032 =7 OR 031 = 2) pensiol.=
if (032 =9 OR 031 = 9) pensiof.=

*2011.

compute contract =-3.
if (017 = 1) contract = 1.
if (017 =2 OR 017 = 4) contract = 0.
if (017 = 3) contract = 2.

compute pension = -3.
if (029 =1 AND 030 < 7) pensior.
if (029 =2 OR 030 = 7) pensiol.=
if (029 =9 OR 030 = 9) pensioN.=

value labels contract 0 'dont know' 1 'writtentcact' 2 'no written contract'.
value labels pension 0 'no data' 1 'contributihtyiot contributing'.

compute in_formal = -3.
if (pension = 1 AND contract = 1) in_formaD=
if (pension = 0 AND contract = 1) in_formalD=
if (pension = 1 AND contract = 0) in_formalD=
if (pension = 2 OR contract = 2) in_formal =
if (pension = 0 AND contract = 0) in_format2,

variable labels in_formal 'Status of in/formality'.
value labels in_formal -2 'dont know' 0 'formalirfformal’.
missing values in_formal (-3 -2).

*

*RECODING OF OTHER VARIABLES.

*SEX.

recode sexo (1=0) (2=1) into sex_f.
var lab sex_f 'Female'.

*

*EDUCATION.
*1994.

recode €9 (1thru 4 =1) (15 =1) (5 = 2) (7 &k 3) (8 = 3) (9 = 4) (11 = 4) (10 = 5) (12 ttk4 = 5) into

education.

*1998.

recode educ (0 thru 2 = 1) (3 thru 4=2) (5 thru)6&3-4) (8 thru 9 =5) into education.
*2000.
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recode educ (1 thru 3 =1) (4=2) (6=2) (5=3) (7€8)4) (10=4) (9=5) (11=5) into education.
*2003.

recode educ (L1 thru3=1) 4=2)(6=2) (5%£B3¥ 3)(8=4) (10=4) (9 =5) (11 = 5) into edtion.
*2006.

recode educ (0 thru 2 =1) (3 thru 4 = 2) (5 thea &) (7 = 4) (8 = 5) into education.

*2009.

recode educ (1 thru 3 = 1) (4 thru 5=2) (6 thru)7(83-4) (9=5) into education.

*2011.

recode educ (0 thru 2 = 1) (3 thru 4=2) (5 thru)6&3-4) (8=5) into education.

value labels education 1 ‘until complete primaryaadion’ 2 'some secondary education' 3 ‘compkterslary
education' 4 'some tertiary education' 5 'compketitary education'.

recode education (1 = 1) (2 thru 5 = 0) into ed_jgprm.

var lab ed_compprim 'Complgtienary education'.
recode education (2 = 1) (else = 0) into ed_somesec

var lab ed_somesec 'Some skrgreducation’.
recode education (3 = 1) (else = 0) into ed_compsec

var lab ed_compsec 'Completordary education'.
recode education (4 = 1) (else = 0) into ed_sormeter

var lab ed_sometert 'Somearieducation’.
recode education (5 = 1) (else = 0) into ed_compter

var lab ed_comptert 'Comptettiary education'.

*

*ATTENDING AN EDUCATIONAL ESTABLISHMENT.
*1994.
compute study = 0.
if (3 =1) study = 1.
*1998.
compute study = 0.
if (e2 = 1) study = 1.
*2000.
compute study = 0.
if (3 =1) study = 1.
*2003.
compute study = 0.
if (E2 =1) study = 1.
*2006.
compute study = 0.
if (E4 =1) study = 1.
*2009.
compute study = 0.
if (E2 le 5 OR E3 = 1) study = 1.
*2011.
compute study = 0.
if (e2a=1 OR e3 =1) study = 1.

value labels study 1 ‘attending educational eistaiient’ O 'not attending educational establishment
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*

*AGE.

recode edad (lowest thru 24 = 1) (25 thru 34 £38)thru 49 = 3) (50 thru 59 = 4) (60 thru highesh) into

age_groups.
value labels age_groups 1 '<=24’ 2 '25-34’ 3 '3544'90-59' 5 >60".

recode age_groups (1 = 1) (else = 0) into age_24.
var lab age_24 '<=24".

recode age_groups (2 = 1) (else = 0) into age_25 34
var lab age_25 34 '25-34'.

recode age_groups (3 =1) (else = 0) into age_35_49
var lab age_35 49 '35-49'.

recode age_groups (4 = 1) (else = 0) into age_50_59
var lab age_50_59 '50-59'.

recode age_groups (5 = 1) (else = 0) into age_60.
var lab age_60 '=> 60'".

*

*FAMILY STATUS.

*1994.

recode ecivil (3thru 6 =1) (1 = 2) (2 = 3) irdiwilstatus.
*1998-2011.

recode ecivil (3thru7 =1) (1 = 2) (2 = 3) intwilstatus.

value labels civilstatus 1 'single' 2 'marriedi\8ng in partnership'.

recode civilstatus (2 = 1) (else = 0) into civil_mad.
var lab civil_married 'married'.

recode civilstatus (3 = 1) (else = 0) into civilripership.
var lab civil_partnership 'Livimg partnership'.

*

*BRANCHES.
*1994-2009.
recode rama (0 thru highest = copy) into branches.

*2011, recoding according to ISIC rev 2 as usegrgvious CASEN versions.

recode rama4 (111 thru 500 = 1) (1010 thru 1030 €210 thru 1429 = 2) (1511 thru 3720 = 3) (404fut
4100 = 4) (4510 thru 4550 = 5) (5010 = 6) (5020)%5030 thru 5211 = 6) (5219 thru 5259 = 6) (5260)=
(5510 thru 5520 = 6) (6010 thru 6420 = 7) (6511 th020 = 8) (7111 thru 7113 = 7) (7121 thru 724) £7250
= 3) (7290 thru 7492 = 8) (7493 thru 7494 = 9) @4%u 7499 = 8) (7511 thru 9219 = 9) (9220 = &3® thru

9900 = 9) (9999 = copy) into branches.

value labels branches 1 'Agriculture, Hunting' 2inig’ 3 'Manufacturing' 4 ‘'Electricity, Gas, Watdy
'‘Construction' 6 '‘Commerce, Gastronomy, HotelsTrarisport, Communication' 8 'Financing, Real Estate

‘Community, Social, Personal Services' 0 'not $i@etio99 'NS/NR'.

*Creation of dummy variables.

recode branches (1 = 1) (else = 0) into branch. agr
var lab branch_agri 'Agriculture’

recode branches (2 = 1) (else = 0) into branch_ngini
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var lab branch_mining 'Mining'.
recode branches (3 = 1) (else = 0) into branch_manu
var lab branch_manu 'Manufacture'
recode branches (4 = 1) (else = 0) into branch. elec
var lab branch_elec 'ElectriciBgs & Water'.
recode branches (5 = 1) (else = 0) into branch tcons
var lab branch_constr 'Constaicti
recode branches (6 = 1) (else = 0) into branch nogastro.
var lab branch_commgastro 'ConueeGastronomy and Hotels'.
recode branches (7 = 1) (else = 0) into branchstra
var lab branch_trans "Transpo@@&mnmunications'.
recode branches (8 = 1) (else = 0) into branchnfie.
var lab branch_finance 'Finance'.
recode branches (9 = 1) (else = 0) into branchligpugncial.
var lab branch_public_social lRu& Community services'.
exe.

*

*OCCUPATION.

*1994-2009.

recode oficio (1 thru 2 = 4) (3 = 3) (4 thru 8 =(2)= 1) into occupation.
*2011.

recode oficiol (1 thru 2 = 4) (3 = 3) (4 thru 8)X(2 = 1) into occupation.

var lab occupation ‘Occupation’.
val lab occupation 1 'Skill level2l"Skill level 2' 3 'Skill level 3' 4 'Skill levet'.

recode occupation (0=1) (else=0) into occupatiofitary.

recode occupation (1=1) (else=0) into occupation_1.
var lab occupation_1 'Skill level 1'

recode occupation (2=1) (else=0) into occupation_2.
var lab occupation_2 'Skill level 2'

recode occupation (3=1) (else=0) into occupation_3.
var lab occupation_3 'Skill level 3'

recode occupation (4=1) (else=0) into occupation_4.
var lab occupation_4 'Skill level 4'

*

*FIRMSIZE.

*1994,

recode 09 (3=2) (4 =3) (5=4) (6 =5) (elseopy) into firmsize.
if (07 =4 OR 07 =5) firmsizel=

*1998.

recode 010 (1 =1) (2 thru 3 =2) (4 = 3) (5 =@K(5) into firmsize.
if (08 =4 OR 08 = 5) firmsize = 1.

*2000.

recode firmsize (1 =1) (2thru3=2) (4 = 3) (3H6 = 5).
if (010 =6 OR 010 = 7) firmsizel=

*2003.

recode firmsize (1 =1) (2thru3=2) (4 = 3) (3H6 = 5).
if (09 =6 OR 09 =7) firmsize = 1.

*2006.

recode firmsize (1 =1) (2thru3=2) (4 = 3) (83H6 = 5).
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if (019 =6 OR 019 = 7) firmsizel=

*2009.

recode 014 (A'=1) (B'=2) ('C'=2) (D'=&' = 4) (F' = 5) into firmsize.
if (023 =6 OR 023 = 7) firmsizel=

*2011.

recode 024 (1 =1) (2 thru 3 = 2) (4 = 3) (5 =@ x(5) into firmsize.
if (015 =6 OR 015 =7) firmsize = 1

value labels firmsize 1 'domestiaki@ '2-9' 3 '10-49' 4 '50-199' 5 '=> 200'.

*Creation of dummy variables.

recode firmsize (1=1) (else = 0) into domestic.
var lab domestic 'domestic workers'.

recode firmsize (2 = 1) (else = 0) into firmsize92_
var lab firmsize_2 9 '2-9'".

recode firmsize (3 = 1) (else = 0) into firmsize_40.
var lab firmsize_10 49 '10-49'.

recode firmsize (4 = 1) (else = 0) into firmsize_%09.
var lab firmsize 50 199 '50-199'.

recode firmsize (5 = 1) (else = 0) into firmsize020
var lab firmsize_200 '=> 200'.

*

*ETHNICITY.

*2000.

recode etnia (0=0) (4 = 1) (9 = sysmis) (else imR) indigenous.

*2003.

recode r25 (0=0) (4 = 1) (9 = sysmis) (else =n®) indigenous.

*2006.

recode T4 (90=0) (4 = 1) (99 = sysmis) (else m#B) indigenous.

*2009.

recode t5 (4=1) (1 thru 3 = 2) (5 thru 9 = 2) (1p&dlse=copy) into indigenous.

*2011.

recode r6 (4=1) (1 thru 3 = 2) (5 thru 9 = 2) (1p&dlse=copy) into indigenous.
var lab indigenous 'ethnicity'.

val lab indigenous 0 'no ethrioup' 1 'Mapuche' 2 ‘other ethnic group'.

recode indigenous (2=0) (else = copy) into indigenanapuche.
var lab indigenous_mapuche 'Mé&glic

recode indigenous (2=1) (1=0) (else=copy) intogedious_other.
var lab indigenous_other 'Othbneity’.

*

*NATIONALITY.

*2011.

recode h11 (1 thru 2 = 0) (3 = 1) into nationality.
var lab nationality ‘Nationality'.
val lab nationality O 'Chilean’ ther".

*

*TENURE.
*2000.
compute tenure = 2000 - 0l16a.
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recode tenure (lowest thru -1 = 9@9%e = copy).
mis val tenure (999).
*2003.
compute tenure = 2003 - 016.
if (016 = 9999) tenure = -3.
mis val tenure (-3).
*2006.
compute tenure = 2006 - 017.
if (017 =9999) tenure = -3.
*2009.
compute tenure = 2009 - 020.
recode tenure (lowest thru -1 = 9@9%e = copy).
mis val tenure (999).
*2011.
compute tenure = 2012 - 013.
recode tenure (lowest thru -1999(else = copy).
mis val tenure (999).

recode tenure (0 thru 1 =1) (2 thru 5 = 2) (&1th® = 3) (11 thru 15 = 4) (16 thru highest = Spitenure_r.

val lab tenure_r 1 '<=1yr' 2 '2356-10"' 4 '11-15'5 ">15 yrs'.

recode tenure_r (1=1) (else=0) into tenure_1.
var lab tenure_1 '<=1".

recode tenure_r (2=1) (else=0) into tenure_2 5.
var lab tenure_2 5 '2-5'.

recode tenure_r (3=1) (else=0) into tenure_6_10.
var lab tenure_6_10 '6-10".

recode tenure_r (4=1) (else=0) into tenure_11_15.
var lab tenure_11 15'11-15".

recode tenure_r (5=1) (else=0) into tenure_16.
var lab tenure_16 '>15".

exe.

*,

*EMPLOYMENT ON HONORARY CONTRACTS.
*2003.

recode O12B (1=copy) (else=0) into honorary.
*2006-2009.

recode 022 (1=copy) (else=0) into honorary.
*2011.

recode 014 (1=copy) (else=0) into honorary.

var lab honorary 'employed on honoraryegot

val lab honorary 1 'honorary notes' OHpaorary notes'.

*

YEAR OF OBSERVATION.
compute year = 1994,
compute year = 1998.
compute year = 2000.
compute year = 2003.
compute year = 2006.
compute year = 2009.
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compute year = 2011.
var lab year 'Year of observation'.

*SAVE DATA FILE FOR FURTHER ANALYSIS (IN STATA)
SAVE OUTFILE="C:\CASEN\1994\Casen1994klein.sav'
/COMPRESSED

SAVE TRANSLATE OUTFILE="C:\UNNCASEN\1994\Casen19@din.dta’

ITYPE=STATA
/VERSION=8
/EDITION=SE
/REPLACE
IMAP.

SAVE OUTFILE='C:\CASEN\1998\Casen1998klein.sav'
/[COMPRESSED

SAVE TRANSLATE OUTFILE="C:\UNNCASEN\1998\Casen19d8in.dta’

ITYPE=STATA
/VERSION=8
/EDITION=SE
/REPLACE
IMAP.

SAVE OUTFILE='C:\CASEN\2000\Casen2000klein.sav'
/COMPRESSED

SAVE TRANSLATE OUTFILE="C:\UNNCASEN\2000\Casen2(8in.dta’

ITYPE=STATA
/VERSION=8
/EDITION=SE
/IREPLACE
IMAP.

SAVE OUTFILE='C:\CASEN\2003\Casen2003klein.sav'
/COMPRESSED

SAVE TRANSLATE OUTFILE="C:\UNINCASEN\2003\Casen2(8in.dta'

ITYPE=STATA
/VERSION=8
/EDITION=SE
/REPLACE
IMAP.

SAVE OUTFILE='C:\CASEN\2006\Casen2006klein.sav'
/COMPRESSED

SAVE TRANSLATE OUTFILE="C:\UNINCASEN\2006\Casen2éin.dta’

ITYPE=STATA
/VERSION=8
/EDITION=SE
/IREPLACE
IMAP.

SAVE OUTFILE='C:\CASEN\2009\Casen2009klein.sav'
/COMPRESSED

SAVE TRANSLATE OUTFILE="C:\UNINCASEN\2009\Casen28in.dta’

ITYPE=STATA
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/VERSION=8
/EDITION=SE
/IREPLACE
IMAP.

SAVE OUTFILE="C:\CASEN\2011\Casen2011klein.sav'
/COMPRESSED
SAVE TRANSLATE OUTFILE="C:\UNNCASEN\2011\Casen2(éin.dta'
ITYPE=STATA
/VERSION=8
/EDITION=SE
/IREPLACE
IMAP.

*

*AGGREGATION OF DATA FILES FOR TIME COMPARISON.
*1994-2000-2011.
get file ="C:\CASEN\1994\Casen1994klein.sav".
ADD FILES /FILE=* /FILE='C:\CASEN\2011\Casen201l&kn.sav'".
EXECUTE.
ADD FILES /FILE=* [FILE='"C:\\CASEN\2000\Casen2®6in.sav".
EXECUTE.

SAVE OUTFILE\CASEN\Casen1994_2011.sav'

/COMPRESSED.
SAVE TRANSLATE OUTFILE="C:\CASEN\Casen1994_201hdt
ITYPE=STATA
IVERSION=8
/EDITION=SE
/REPLACE
IMAP.

*2003-2011.
get file ="C:\CASEN\2003\Casen2003klein.sav".
ADD FILES /FILE=* /FILE='C:\\CASEN\2011\Casen204&in.sav".
EXECUTE.

SAVE OUTFILEE\UNNCASEN\Casen2003_2011.sav'

/COMPRESSED.
SAVE TRANSLATE OUTFILE="C:\CASEN\Casen2003_201hdt
ITYPE=STATA
/VERSION=8
/EDITION=SE
/IREPLACE
IMAP.
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9.3. Syntax from STATA Analyses —
Binary Logistic Regression and Time Comparison.

/2011 ONLY

clear

clear matrix

set mem 500m

numlabel _all, add

#d ;

set more off;

use "C:\CASEN\2011\Casen2011klein.dta"

logistic in_formal

sex_f age 24 age 25 34 age 50 59 age 60 ed_commurirsomesec ed_sometert ed_comptert study
indigenous_mapuche indigenous_other civil_marriedl gpartnership nationality;

estimates store M1_2011, title (Model 1);

logistic in_formal

sex_f age 24 age 25 34 age 50 59 age 60 ed_commuirromesec ed_sometert ed_comptert study
indigenous_mapuche indigenous_other  civil_married ivil_partnership  nationality =~ branch_agri
branch_commgastro branch_trans branch_manu brames$tr dranch_finance branch_mining branch_elec
occupation_1 occupation_3 occupation_4 tenure_urée® 10 tenure_11 15 tenure_16 honorary;

estimates store M2_2011, title (Model 2);

logistic in_formal

sex_f age 24 age 25 34 age 50 59 age 60 ed_commarirromesec ed_sometert ed_comptert study
indigenous_mapuche indigenous_other  civil_married ivil_partnership  nationality =~ branch_agri
branch_commgastro branch_trans branch_manu bramesircbranch_finance branch_mining branch_elec
occupation_1 occupation_3 occupation_4 tenure_urée®_10 tenure 11 15 tenure_16 honorary domestic
firmsize_2_ 9 firmsize 50 199 firmsize_200;

estimates store M3_2011, title (Model 3);

estat classification;
estat gof;
estimates dir;

estout M1 2011 M2_2011 M3_2011, cells (b(star fimj(8form legend label varlabels(_cons Constaatsét2,
fmt(3) label (Nagelkerke-R?2));

estout M1 2011 M2_ 2011 M3 2011, cells (b(star fin}(3egend label varlabels(_cons Constant) stats(r2
fmt(3) label (Nagelkerke-R?2));

/ITIME COMPARISON 1994-2011

clear

clear matrix

set mem 500m
numlabel _all, add
#d ;

set more off;

use "C:\CASEN\1994\Casen1994klein.dta"
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use "C:\CASEN\1998\Casen1998klein.dta";
use "C:\CASEN\2000\Casen2000klein.dta";
use "C:\CASEN\2003\Casen2003klein.dta";
use "C:\CASEN\2006\Casen2006klein.dta";
use "C:\CASEN\2009\Casen2009klein.dta";
use "C:\CASEN\2011\Casen2011klein.dta";

logistic in_formal

sex_f age 24 age 25 34 age 50 59 age 60 ed_commutireomesec ed_sometert ed_comptert study
civil_married civil_partnership branch_agri brancbmmgastro branch_trans branch_manu branch_constr
branch_finance branch_mining branch_elec occupationccupation_3 occupation_4 domestic firmsize 2 9
firmsize_50 199 firmsize 200;

estimates store M_1994, title (1994);

estimates store M_1998, title (1998);

estimates store M_2000, title (2000);

estimates store M_2003, title (2003);

estimates store M_2006, title (2006);

estimates store M_2009, title (2009);

estimates store M_2011, title (2011);

estimates dir;

estout M_1994 M_1998 M_2000 M_2003 M_2006 M_20092R11, cells (b(star fmt(3))) eform legend label
varlabels(_cons Constant) stats(r2, fmt(3) labelg®kerke-R?));

IISUEST
use "C:\CASEN\Casen1994 2011.dta";

logistic in_formal

sex_f age 24 age 25 34 age 50 59 age 60 ed commuirsomesec ed_sometert ed_comptert study
civil_married civil_partnership branch_agri brancbmmgastro branch_trans branch_manu branch_constr
branch_finance branch_mining branch_elec occupatiooccupation_3 occupation_4 domestic firmsize 2 9

firmsize_50 199 firmsize 200 if year==1994;

estimates store M_1994, title (1994);

logistic in_formal

sex_f age 24 age 25 34 age 50 59 age 60 ed_commuirsomesec ed_sometert ed_comptert study
civil_married civil_partnership branch_agri brancbhmmgastro branch_trans branch_manu branch_constr
branch_finance branch_mining branch_elec occupatiomccupation_3 occupation_4 domestic firmsize _2_9

firmsize_50 199 firmsize 200 if year==2000;

estimates store M_2000, title (2000);

logistic in_formal

sex_f age 24 age 25 34 age 50 59 age 60 ed commulirromesec ed_sometert ed_comptert study
civil_married civil_partnership branch_agri brancbhmmgastro branch_trans branch_manu branch_constr
branch_finance branch_mining branch_elec occupatiooccupation_3 occupation_4 domestic firmsize_2_9

firmsize_50_199 firmsize 200 if year==2011,

estimates store M_2011, title (2011);

estimates dir;

suest M_1994 M_2000;
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testiM_1994 in_formallsex_f=[M_2000_in_formal]sex_f

testiM_1994 in_formallage_24=[M_2000 _in_formallagé;

testiM_1994 in_formallage_25 34=[M_2000_in_formgfa25 34;
testiM_1994 in_formallage 50 59=[M_2000_in_formgfa50 59;
testiM_1994 in_formallage_60=[M_2000_in_formal]a§6;_
testiM_1994_in_formalled_compprim=[M_2000_in_forfjea compprim;
testiM_1994 _in_formalled_somesec=[M_2000_in_forel]somesec;
testiM_1994_in_formalled_sometert=[M_2000_in_forjadl sometert;
testiM_1994_in_formalled_comptert=[M_2000_in_forieal comptert;
testiM_1994 in_formal]study=[M_2000_in_formal]stydy

testiM_1994 in_formal]civil_married=[M_2000 _in_foatjcivil_married;
testiM_1994 in_formal]civil_partnership=[M_2000_formal]civil_partnership;
testiM_1994 in_formalldomestic=[M_2000 _in_formalfdestic;

testiM_1994 in_formal]firmsize_2 9=[M_2000_in_forifiamsize_2_9;
testiM_1994_in_formal]firmsize_50_199=[M_2000_inrrfwl]firmsize_50_199;
testiM_1994_in_formal]firmsize_200=[M_2000_in_forifiamsize_200;
testiM_1994_in_formallbranch_agri=[M_2000_in_foriba&nch_agri;
testiM_1994_in_formal]branch_commgastro=[M_2000fanmal]branch_commgastro;
testiM_1994_in_formal]branch_trans=[M_2000_in_folimeanch_trans;
testiM_1994 in_formal]branch_manu=[M_2000_in_forjhednch_manu;
testiM_1994 in_formal]branch_constr=[M_2000_in_faifbranch_constr;
testiM_1994 in_formal]branch_finance=[M_2000 _in nfai]branch_finance;
testiM_1994 in_formal]branch_mining=[M_2000 _in_faattranch_mining;
testiM_1994 in_formal]lbranch_elec=[M_2000 _in_forthehnch_elec;
testiM_1994 in_formal]Joccupation_1=[M_2000_in_fotioacupation_1;
testiM_1994 in_formal]Joccupation_3=[M_2000_in_fotioacupation_3;
testiM_1994_in_formal]Joccupation_4=[M_2000_in_fotioacupation_4;

suest M_2000 M_2011;

testiM_2000_in_formallsex_f=[M_2011 in_formal]sex_f

testfM_2000 _in_formallage_24=[M_2011 in_formallagé;
testi{M_2000_in_formallage 25 34=[M_2011 in_formgfa25 34;
testfM_2000_in_formallage 50 59=[M_2011 in_formgfa50 59;
testiM_2000 _in_formallage_60=[M_2011_in_formal]a§6;_
testiM_2000_in_formalled_compprim=[M_2011_in_forfjea compprim;
testiM_2000_in_formalled_somesec=[M_2011 in_foresl]somesec;
testiM_2000_in_formalled_sometert=[M_2011_in_forjadl sometert;
testiM_2000_in_formalled_comptert=[M_2011_in_forieal comptert;
testfM_2000 _in_formal]study=[M_2011 in_formal]stydy

testiM_2000 _in_formal]civil_married=[M_2011_in_foafjcivil_married;
testiM_2000 _in_formal]civil_partnership=[M_2011_formal]civil_partnership;
testiM_2000 _in_formalldomestic=[M_2011_in_formalfdestic;

testfM_2000 _in_formal]firmsize_2 9=[M_2011 in_forifiamsize 2 9;
testiM_2000_in_formal]firmsize_50_199=[M_2011_inrrfwl]firmsize_50_199;
testiM_2000_in_formal]firmsize_200=[M_2011_in_fori{fiamsize_200;
testiM_2000_in_formallbranch_agri=[M_2011_in_foribabnch_agri;
testiM_2000 _in_formal]branch_commgastro=[M_2011fanmal]branch_commgastro;
testiM_2000_in_formal]branch_trans=[M_2011_in_folfimeanch_trans;
testiM_2000_in_formal]branch_manu=[M_2011_in_forjhednch_manu;
testiM_2000 _in_formal]branch_constr=[M_2011 _in_faifbranch_constr;
testiM_2000 _in_formal]branch_finance=[M_2011_in rfal]branch_finance;
testiM_2000 _in_formal]branch_mining=[M_2011_in_faaltranch_mining;
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testfM_2000_in_formallbranch_elec=[M_2011 in_fortheknch_elec;

test{M_2000_in_formaljoccupation_1=[M_2011 in_foffoacupation_1;
test{M_2000_in_formaljoccupation_3=[M_2011 in_foffoacupation_3;
test{M_2000_in_formaljoccupation_4=[M_2011 in_foffoacupation_4;

/ITIME COMPARISON 2003-2011

use "C:\CASEN\2003\Casen2003klein.dta";
use "C:\CASEN\2006\Casen2006klein.dta";
use "C:\CASEN\2009\Casen2009klein.dta";
use "C:\CASEN\2011\Casen2011klein.dta";

logistic in_formal

sex_f age 24 age 25 34 age 50 59 age 60 ed_commuiresomesec ed_sometert ed_comptert study
indigenous_mapuche indigenous_other civil_marrietVil_partnership branch_agri branch_commgastro
branch_trans branch_manu branch_constr branchcnabranch_mining branch_elec occupation_1
occupation_3 occupation_4 tenure_1 tenure_6_10reéef 15 tenure_16 honorary domestic firmsize 2 9
firmsize_50 199 firmsize 200;

estimates store M_2003, title (2003);
estimates store M_2006, title (2006);
estimates store M_2009, title (2009);
estimates store M_2011, title (2011);

estimates dir;
estout M_2003 M_2006 M_2009 M_2011, cells (b(stat(8))) eform legend label varlabels(_cons Conjtant
stats(r2, fmt(3) label (Nagelkerke-R?));

IISUEST
use "C:\CASEN\Casen2003 2011.dta";

logistic in_formal

sex_f age 24 age 25 34 age 50 59 age 60 ed_commuirsomesec ed_sometert ed_comptert study
indigenous_mapuche indigenous_other civil_marrietVil_partnership branch_agri branch_commgastro
branch_trans branch_manu branch_constr branchcnabranch_mining branch_elec occupation_1
occupation_3 occupation_4 domestic firmsize_2 radire_50 199 firmsize_200

tenure_1 tenure_6_10 tenure_11 15 tenure_16 hgnibésaar==2003;

estimates store M_2003, title (2003);

logistic in_formal

sex_f age 24 age 25 34 age 50 59 age 60 ed commulirromesec ed_sometert ed_comptert study
indigenous_mapuche indigenous_other civil_marrietil_partnership branch_agri branch_commgastro
branch_trans branch_manu branch_constr branchcnabranch_mining branch_elec occupation_1
occupation_3 occupation_4 domestic firmsize 2 _9ndire 50 _199 firmsize_200 tenure_1 tenure_6 10
tenure_11 15 tenure_16 honorary if year==2011;

estimates store M_2011, title (2011);

suest M_2003 M_2011;

testfM_2003_in_formal]sex_f=[M_2011_in_formal]sex_f
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testi{M_2003_in_formallage_24=[M_2011 in_formallagé;
testiM_2003_in_formallage 25 34=[M_2011 in_formgfa25 34;
testfM_2003_in_formallage 50 59=[M_2011 in_formgfa50 59;
testi{M_2003_in_formallage_60=[M_2011 in_formal]age;_
testiM_2003_in_formalled_compprim=[M_2011_in_forfjea compprim;
testiM_2003_in_formalled_somesec=[M_2011 in_foresl]somesec;
testiM_2003_in_formalled_sometert=[M_2011_in_forjadl sometert;
testiM_2003_in_formalled_comptert=[M_2011_in_forieal comptert;
testiM_2003_in_formal]study=[M_2011_in_formal]study
testiM_2003_in_formal]indigenous_mapuche=[M_2011fanmal]indigenous_mapuche;
testiM_2003_in_formal]indigenous_other=[M_2011_iorrhal]indigenous_other;
testfM_2003_in_formal]civil_married=[M_2011_in_foafjcivil_married;
testiM_2003_in_formal]civil_partnership=[M_2011_formal]civil_partnership;
testiM_2003_in_formalldomestic=[M_2011_in_formalfdestic;
testiM_2003_in_formal]firmsize_2_9=[M_2011_in_fori{iamsize_2_9;
testiM_2003_in_formal]firmsize_50_ 199=[M_2011_inrrfwl]firmsize_50_199;
testiM_2003_in_formal]firmsize_200=[M_2011_in_forifiamsize_200;
testiM_2003_in_formalJtenure_1=[M_2011_in_formatitee 1,
testiM_2003_in_formalJtenure_6_10=[M_2011_in_forjterture_6_10;
testi{M_2003_in_formalJtenure_11 15=[M_ 2011 in_foljteaoure_11 15;
testiM_2003_in_formaljtenure_16=[M_2011 in_formeljtire_16;
testfM_2003_in_formallbranch_agri=[M_2011 in_forphahnch_agri;
testiM_2003_in_formal]branch_commgastro=[M_2011fdanmal]branch_commgastro;
testfM_2003_in_formal]branch_trans=[M_2011 in_folfoeanch_trans;
testiM_2003_in_formallbranch_manu=[M_2011_in_forjhednch_manu;
testiM_2003_in_formal]lbranch_constr=[M_2011_in_faifbranch_constr;
testiM_2003_in_formal]branch_finance=[M_2011_in rfai]branch_finance;
testiM_2003_in_formallbranch_mining=[M_2011_in_falranch_mining;
testiM_2003_in_formallbranch_elec=[M_2011_in_forthehnch_elec;
testiM_2003_in_formallhonorary=[M_2011_in_formaljfarary;
testfM_2003_in_formal]Joccupation_1=[M_2011 in_fotioacupation_1;
testfM_2003_in_formal]Joccupation_3=[M_2011 in_fotioacupation_3;
testfM_2003_in_formal]Joccupation_4=[M_2011 in_fotioacupation_4;
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9.4. STATA Output for Logistic Regression Models

9.4.1. 1994

Log likelihood =-19839.09

N 3951¢
LR chi2(27 9374.7:
Prob > chi: 0.000(
Pseudo R 0.191:

B SE Z-Score Exp(B) Conf.interval
Sex(Ref:Male
Femalt 0.161*** .03t 4.8C 1.261%* .09t 227
Age (Ref: 3-49 years
<=24 0.675** .03¢ 17.7¢ 1.986*** .60C .75C
25-34 0.167*** .032 5.17 1.186*** .10 .23(
50-5¢ -0.062 .04t -1.3¢ 0.93¢ -.151 .021
=>6( 0.495*** .061 8.1: 1.668*** .37¢ .61F
Education (Ref: Complete secondary educa
Complete primar 0.559*** .037 15.0¢ 1.731%* .48¢ 632
Some seconda 0.267*** .041 6.5¢€ 1.270*** .187 347
Some tertiar 0.069 .08¢ 0.77 1.11¢ -.10€ 24:
Complete tertiar -0.204* .07: -2.8( 0.857’ -.341 -.061
Attending an educational establishment (Ref:
Yes 0.625*** .09z 6.6 1.884*** 441 .81(
Family Status (Ref: Sing
Marriec -0.291 %+ .02¢ -9.8¢ 0.737*** -.34¢ -.23¢
Living in partnershi 0.022 .04¢ 0.46 1.007 -.072 1€
Sector of economic activity (Ref: Public and sosilvices
Agriculture 0.812*** .041 17.1¢ 2.465%** 71¢ .90&
Commerce, gastronor 0.242*** .05:2 4.57 1.287*** .13€ .34¢
Transpor 0.691*** .062 11.1¢ 1.752%* .56¢ 813
Manufacure 0.132* .05t 2.41] 0.98¢ .02t .24C
Constructiol 0.740*** .05¢ 12.6¢ 1.959%** 62¢ .85¢
Financ -0.098 .08¢ -1.11 1.00¢ =272 .07t
Mining -0.093 .09¢ -0.9¢ 0.83: -.28i .10z
Electricity, ga 0.257 147 1.7¢ 1.21¢ -.0311 54¢
Occupational satus (Ref: Skill level ;
Skill level 1 0.467*** .032 14.5¢ 0.676*** .40 .52¢
Skill level & -0.278*** .07¢ -3.6¢ 0.723*** -427 -.13C
Skill level 4 -0.321%* .08t -3.7¢ 0.716*** -.48i -.15¢
Firm size (Ref: 1-49 workers
Domestic workel 1.639%** .06 25.6¢ 5.383*** 1.51¢ 1.76¢
2-9 1.034*** .03C 34.4: 2.778*** .97¢ 1.09:
5C-19¢ -0.476** .04z -11.31 0.620*** -.55¢ -.39¢
=>20( -0.719%*** .05( -14.2¢ 0.480*** -.81¢ -.62C
Constar -2.191 % .06( -36.2¢ 0.113*** -2.31( -2.07:
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9.4.2. 1998

N 4022t
LR chi2(27 8893.7:
Prob > chi; 0.000(
Log likelihood =-19989.37 Pseudo R 0.182(
B z-Score¢ Exp(B) Conf.interval
Sex (Ref:Male
Femal 0.261*** .031 8.31 1.298*** .20C 328
Age (Ref: 3-49 years
<=24 0.656*** .03¢ 17.3¢ 1.926%** .582 72¢
25-34 0.142%*= .031 452 1.152%* .08( .20
50-5¢ -0.215%*** .04¢ -4.37 0.807*** -.311 -11¢
=> 6( 0.641*** .07¢ 9.2( 1.898*** .504 70
Education (Ref: Complete secondary educa
Complete primar 0.565%** .03t 16.32 1.759%** 497 .632
Some seconda 0.344%*= .037 9.21 1.410%* 271 417
Some tertiar 0.010 .07t 0.1z 1.01¢ -.137 157
Complete tertiar -0.312%** .06 -4.8¢ 0.732*%** -437 -.187
Attending an educational establishment (Ref:
Yes 0.801*** .08¢ 9.6: 2.227%** .63¢ .964
Family Status (Ref: Sing
Marriec -0.250%** .03C -8.44 0.779*** -.30¢ -.19z2
Living in partnershi 0.097* .041 2.3¢€ 1.102* .01€ A7¢
Branch (Ref: Public and social servic
Agriculture 0.836*** .04¢ 18.12 2.308*** 74€ 927
Commercegastronom 0.211 %+ .04¢ 4.3¢ 1.235%** 117 .30t
Transpor 0.671%*= .06( 11.2( 1.956%** 55¢ .78¢
Manufactur 0.092 .052 1.77 1.09¢ -.01C 194
Constructiol 0.708*** .05¢ 12.7: 2.030%** .59¢ 817
Financ -0.091 .074 -1.24 0.913 -.23¢ .05
Mining -0.250* 18 -2.21 0.779* -471 -.02¢
Electricity, cas 0.100 14¢ 0.67 1.10¢ -.19C 38¢
Occupational status (Ref: Skill level
Skill level 1 0.367*** .03z 11.4¢ 1.44 4% 30t .43C
Skill level 2 -0.076 .06t -1.1¢ 0.926 -.20¢ .05(
Skill level 4 -0.161* .071 -2.1C 0.852* -.311 -.011
Firm size (Ref: 1-49 workers
Domestic workel 1.623*** .061 26.4¢ 5.069*** 1.50: 1.74:
2-9 0.977%*= .032 30.4¢ 2.657%** 914 1.04(
50-19¢ -0.482%* .041 -11.8:2 0.618*** -.561 -.402
=>20( -0.598*** .041 -14.5¢ 0.550*** -.67¢ -.517
Constar -2.076*** .05¢ -35.6( 0.125%** -2.191 -1.96:
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9.4.3. 2000
N 5432¢
LR chi2(27 11448.3.
Prob > chi: 0.000(
Log likelihood =-29072.89 Pseudo R 0.164¢
B SE z-Score Exp(B) Conf.interval
Sex (Ref:Male
Femalt 0.262*** .027 9.6¢ 1.299%** .20¢ 314
Age (Ref: 3-49 years .637 .76t
<=24 0.701%*=* .03¢ 21.51 2.016%** .637 .76E
25-34 0.185*** .02¢ 7.8 1.203*** 134 23t
5C-59 -0.094** .03t -2.71 0.910** -.165 -.02t
=>6( 0.478*** .047% 10.21 1.613%** .38¢ .56¢
Education (Ref: Complete secondary educa
Complete primar 0.678*** .02¢ 23.7i 1.970*** 622 732
Some seconda 0.427*** .03¢ 13.4 1.532%*+* .36% .49(C
Some tertiar 0.045 .06€ 0.6¢ 1.04¢ -.08¢ 74
Complete tertiar -0.280*** .05 -5.1¢ 0.756%** -.38¢ =178
Attending an educational establishment (Ref:
Yes 0.630*** .06¢ 9.1¢ 1.87 7 49t .76E
Family Status (Ref: Sing
Marriec -0.342%* .02 -14.01 0.710%*= -.39C -.29¢
Living in partnershi 0.024 .032 0.7¢ 1.02¢ -.04C .08¢
Sector of economic activity (Ref: Public and sbservices
Agriculture 0.940%** .03¢ 26.3¢ 2.559%** .87( 1.01¢
Commerce, astronom 0.202*** .041 4.91 1.224%** 121 .282
Transpor 0.884*** .05¢ 16.3¢ 2.421*** T77¢ .99(
Manufactur 0.263*** .04¢ 5.9¢ 1.301%** A7 .35(C
Constructiol 0.779**= .047 16.72 2.179%*= .68¢ .87(
Financ -0.054 .06t -0.8¢ 0.948 -.18( .07¢
Mining -0.138 .09¢ -1.3¢ 0.871 -.331 .05¢€
Electricity, ga -0.114 137 -0.8¢4 0.892 -.382 K
Occupational status (Ref: Skill leve
Skill level 1 -0.381*** .04C -9.41 0.683*** -.46( -.302
Skill level @ -0.275%** .06¢ -4.01 0.759*** -.41C -.141
Skill level 4 -0.206 12¢ -1.64 0.813 -.45¢% .04C
Firm size (Ref: 1-49 workers
Domestic worket 1.738*** .04¢ 35.1Z 5.685%** 1.641 1.83¢
2-9 0.841*** .02¢ 32.7: 2.318*** .79C .891
50-19¢ -0.394*** .03¢ -11.71 0.674*** -.46( -.32¢
=>20( -0.656*** .03t -18.7¢ 0.519%** - 72t -.587
Constar -1.856*** .047 -39.5¢ 0.156%** -1.943 -1.76¢
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9.4.4. 2003

N 5767
LR chi2(34 17895.9:
Prob > chi: 0.000(
Log likelihood =-26923.20 Pseudo R 0.249:
B SE Z-Scor¢ Exp(B) Conf.interval
Sex (ReMale)
Femalt L1297 .021 4.71 1.138*** .07t .18:
Age (Ref: 3-49 years
<=24 0.314*** .03t 9.01 1.369*+* .24¢ .382
25-34 .063* .02¢ 2.2 1.065* .00¢ 1€
50-59 .01¢€ .03¢ 0.4£ 1.01¢ -.05t .08¢
=>6( 7027 .051 13.9( 2.018*** .60 .801
Education (Ref: Complete secondary educa
Complete primar 0.565*** .03C 18.8: 1.760*** .507 .62¢
Some seconda 0.375*** .03¢ 11.11 1.456*** .30¢ 44z
Some tertiar 0.074’ .06 1.1¢€ 1.07¢ -.051 .20
Complete tertiar -.264%** .05¢ -4.4¢ 0.7€8*** -.38( -.14¢
Attending an educational establishment (Ref:
Yes 624 %% .06:2 9.87 1.867** .50C 748
Ethnicity (Ref: No declared ethnicit
Mapucht -.01¢ .04t -0.3¢ 0.985 -.102 .07¢
Other Ethnicit .186* .09z 1.01 1.205* .00z .37C
Family status (Ref: Sing|
Marriec -.308%** .02¢ -11.8¢ 0.735*** -.35¢ -.251
Living in partnershi -.099** .032 -3.0¢ 0.906** -.162 -.03t
Sector of economic activ (Ref: Public and social service
Agriculture .650%** .04( 16.3¢ 1.914%* 571 727
Commerce, gastronor 194 *** .044 4.3¢ 1.214*** .107 .281
Transpor 0.728*** .05¢ 13.4: 2.071%** 622 .83¢
Manufactur 0.275%** .041 5.8C 1.316** .182 .367
Constructiol 0.406*** .05( 8.0¢ 1.501%* .307 .50¢
Financ - 2427 .06¢ -3.51 0.7€5%** =371 -.107%
Mining - 41 2% A1k -3.5¢ 0.662*** -.63¢ -.181
Electricity, ga - 778%* .18¢ -4.1¢ 0.459*** -1.14z -41¢
Occupational status (Ref: Skill leve
Skill level 1 L2927 .021 10.8: 1.340%* .23¢ .34k
Skill level @ 207 .05¢ 3.54 1.230*** .092 322
Skill level 4 0.044 .07¢ 0.5¢ 1.04¢ -.101 .18¢
Firm size (Ref: 1-49 workers
Domestic worket 1.716** .05 32.1¢ 5.561%** 1.611 1.82(
2-9 1.151%* .02¢ 40.4¢ 3.162*** 1.09¢ 1.207
50-19¢ -.673%* .03¢ -18.8( 0.510*** =745 -.602
=>20( -.838%** .03t -23.8( 0.433*** -.907% -.76¢
Tenure in years (Ref-5)
<=1 1.163** .027 42.3¢ 3.200*** 1.10¢ 1.217
6-10 -.385%* .04z -9.1¢ 0.681*** - 467 -.302
11-15 -.522%x* .05¢€ -9.2¢ 0.593*** -.63¢ -412
=>1€ -.357%* .04¢ -7.2€ 0.700*** -.45% -.261
Employed on honorary contracts (Ref.:
Yes 1.944%* .05( 38.9¢ 6.989*** 1.847 2.04:
Constar -1.997*** .05t -44.5] 0.136*** -2.53:¢ -1.90¢
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9.4.5. 2006
N 63727
LR chi2(34 16245.4.
Prob > chi: 0.000(
Log likelihood =-28833.68: Pseudo R 0.219¢
B SE z-Score Exp(B) Conf.interval
Sex (Ref:Male
Femal 136+ .02¢ 5.17 1.145%* .08 181
Age (Ref: 3-49 years
<=24 0.271%** .03¢ 7.8¢ 1.311%* .20 .33¢
25-34 -.01€ .02¢ -0.5¢ 0.984 -.072 .041
50-5¢ .02¢ .03¢ 0.8¢4 102¢ -.03¢ .09t
=> 6( 746 .044 16.8¢ 2.109%** .66( .83t
Education (Ref: Complete secondary educa
Complete primar 0.491%** .02¢ 16.8( 1.634** 43¢ .54¢
Some seconda 0.379*** .03¢ 11.6¢ 1.461*** 31t 445
Some tertiar -.143* .06t -2.2z 0.867* -.27C -.017
Complete tertiar -.337%* .05¢ -5.72 0.714%** -.452 -.221
Attending an educational establishment (Ref:
Yes 870+ .072 12.1( 2.386*** 72¢ 1.01(
Ethnicity (Ref: No declared ethnici
Mapucht -.021% .041 0.6€ 1.027 -.052 .10€
Other Ethnicit' .00¢ .091 -0.0¢ 0.992 -.18¢ .16¢
Family status (Ref: Sing|
Marriec - 321 % .02¢ -12.4¢ 0.725*** -.372 -.271
Living in partnershi -.164** .03C -5.3¢ 0.849*** -.22¢8 -.10<
Sector of conomic activit (Ref: Public and social service
Agriculture A66*+* .04( 11.7¢ 1.594** .38¢ 544
Commerce, gastronor .182*** .044 4.12 1.200*** .09t .26¢
Transpor 554 .05¢ 10.0¢ 1.740%* 44¢ .662
Manufactur .06 1xx* .041 1.2¢ 1.06: -.032 152
Constructiol 241 .05C 4.8C 1.273** 145 .34(C
Financi - 297+ .06t -4.5¢ 0.743*** - 422 -.17C
Mining - 467 102 -4.5¢ 0.627*** -.667 -.26¢
Electricity, ga -.631xx* .16¢ -3.7¢ 0.532%** -.96( -.302
Occupational status (Ref: Skill leve
Skill level 1 167 .02¢ 6.4(C 1.181%* 11¢€ .21¢
Skill level 2 219 .05¢ 3.7t 1.245%* .10 .33¢
Skill level 4 .160* .07¢ 2.1¢€ 1.173* .01t .30
Firm size (Ref: 1-49 workers
Domestic workel 1.993*** .051 38.81 7.337%* 1.89:¢ 2.09¢
2-9 1.136*** .021 41.37 3.114%*x 1.08: 1.19(
50-19¢ -.54Qgrx* .03¢ -16.0¢ 0.577*** -.61€ -.482
=>20( - 794 .03¢ -23.4% 0.452%** -.86( -72¢
Tenure in years (Ref-5)
<=1 .908*** .02¢ 32.7i 2.479%* .85¢ .962
6-1C -.261%* .04( -6.5¢ 0.770*** -.33¢ -.18¢
11-1% 593+ .05¢ -10.1¢ 0.553*** -.70¢ -A47¢
=>1€ -.356%** .04t -7.92 0.700*** -. 44t -.26¢
Employed on honorary contracts (Ref.:
Yes 1.747%* .04z 40.52 5.740%** 1.66: 1.83:
Constar -2.322%* .05 -43.3¢ 0.098*** -2.42: -2.215
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9.4.6. 2009
N 5223:
LR chi2(34 12253.8:
Prob > chi: 0.000(
Log likelihood =-25526.51 Pseudo R 0.193¢
B SE z-Score Exp(B) Conf.interval
Sex (Ref:Male
Femalt 251 %+ .027 9.37 1.285** .19¢ .30
Age (Ref: 3-49 years
<=24 .300%** .031 8.1¢€ 1.350%*** 22¢ 372
25-34 -.012 .031 -0.31 0.988 -.072 .04¢
5C-59 -.06€ .03¢ -1.9¢ 0.936 -.132 .00C
=>6( 535+ .041 11.37 1.707** A4 627
Education (Ref: Complete secondary educa
Complete primar A465%** .03( 15.4¢ 1.592%* .40€ .52¢
Some seconda .330%** .03¢ 9.5¢ 1.391*** .262 .397
Some tertiar -.158* .06: -2.5(C 0.854* -.28: -.03¢
Complete tertiar - 2427 .05¢€ -4.2¢ 0.785*** -.352 -.131
Attending an educational establishment (Ref:
Yes T75%* .06 12.0¢ 2.170*** .64¢ .901
Ethnicity (Ref:No declared ethnicit
Mapucht .06t .04¢ 1.4¢ 1.067 -.021 .151
Other Ethnicit -.04¢ .092 -0.52 0.953 -.22i 132
Family status (Ref: Sing|
Marriec - 237 .027 -8.6¢ 0.789*** -.29C -.18¢
Living in partnershi -.129%** .03z -4.07% 0.879*** -.191 -.067
Sector of economic activ (Ref: Public and social service
Agriculture A405** .04( 10.1¢ 1.500*** 321 A8
Commerce, gastronor 217 .04z 5.1¢€ 1.242%** 134 .29¢
Transpor .378%x* .05¢€ 6.7t 1.460*** .26¢ .48¢
Manufactur -.04C .051 -0.7¢ 0.961 -.13¢ .06(
Constructiol 214 .052 4.14 1.239%* K .31¢
Financ -.380** .06t -5.81 0.684*** -.50¢ -.252
Mining -.469%** .09z -4.9¢ 0.626*** -.652 -.28t
Electricity, ga -.500%** .14C -3.5¢ 0.607*** =778 -.22¢
Occupational status (Ref: Skill leve
Skill level 1 397+ .02¢ 13.6¢ 1.487** .34( 452
Skill level & -.09¢ .05¢ -1.82 0.907 -.20 .00¢
Skill level 4 - 267 .06¢ -3.8¢ 0.766*** -.402 -.132
Firm size (Ref: 1-49 workers
Domestic worket 1.633** .05¢ 29.9( 5.120*** 1.52¢ 1.74C
2-9 .93+ .02¢ 31.81 2.557%*x .881 997
50-19¢ -.405%** .03t -11.6% 0.667*** - AT -.331
=> 20( -.549%+* .03¢ -16.2¢ 0.578*** -.61¢ -.482
Tenure in years (Ref-5)
<=1 7347 .02¢ 26.0¢ 2.084x*x 67¢ .78¢
6-10 -.150%** .04z -3.5¢ 0.861*** -.232 -.06¢
11-15 -.336%** .057 -5.8f 0.714*** -.44¢ -.22¢
=>1€ - 231 % .041 -4.8¢ 0.793*** -.32¢ -.13¢
Employed on honorary contracts (Ref.:
Yes 2.365%** .062 38.0( 10.649*** 2.24: 2.48
Constar -2.057** .05 -38.7¢ 0.128*** -2.161 -1.95:%
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N 57671
LR chi2(35 17895.9:
Prob > chi: 0.000(
Log likelihood =-26923.20 Pseudo R 0.249:
B SE z-Scort¢ Exp(B) Conf.interval
Sex (Ref:Male
Femal .099** .03C 3.3z 1.104%** .041 .15¢
Age (Ref: 3-49 years
<=24 .350%** .041 8.64 1.419%** 271 .43(
25-34 -.03¢ .03¢ -0.92 0.968 -.10z .037
50-5¢ -.090* .03¢ -2.3E 0.914* -.16E -.01t
=> 6( .B44%xx .05C 12.92 1.904+** .54¢ 742
Education (Ref: Complete secondary educa
Complete primar .558*** .03¢ 16.2¢ 1.748*** 491 .62¢€
Some seconda .368*** .03¢ 9.71 1.445%+* .294 A4z
Some tertiar -.03C .06¢€ -0.4t 0.971 -.15¢ .09¢
Complete tertiar -.186** .057 -3.28 0.830** -.29¢ -.07¢
Attending an educational establishment (Ref:
Yes 733%** .06¢ 10.8¢ 2.082%** .601 .86€
Ethnicity
Mapucht -.03¢ .04& -0.87 0.962 -.12¢ .04¢
Other Ethnicit' .07¢ .07¢ 1.0C 1.08: -.07t 238
Nationality (Ref: thilean)
Non-Chilear .214* .09C 14.2¢ 1.238° .03¢ .03¢
Family status (Ref: Sing|
Marriec - 277%* .031 -8.8t 0.758*** -.33¢ -.21k
Living in partnershi -.082* .032 -2.4€ 0.921* -.147 -.017
Sector of economic activity (Ref: Public andial services
Agriculture .840Q%** .04¢ 17.51 2.316%** 74¢€ .93¢
Commerce, gastronor .340*** .04t 7.5¢ 1.405*** 252 42¢
Transpot 501 *** .05¢ 8.6¢ 1.650*** .38¢ 614
Manufactur .151* .06( 2.52 1.163° .03¢ .26¢
Constructiol .330%** .057 5.7t 1.3C2%* 21¢ 445
Financ -.272%* .071 -3.8¢ 0.762%*= -.41C -13¢
Mining =59 xx* .097 -6.07 0.554*** -.782 -.40C
Electricity, ga -.409* A7t -2.3¢4 0.664* -.751 -.067
Occupational status (Ref: Skill leve
Skill level 1 .133%** .03C 4.41 1.147** .07¢ 19
Skill level & -.186** .06€ -2.82 0.830** -.31¢ -.057
Skill level 4 -.167* .06¢ -2.4¢€ 0.846* -.30C -.03¢
Firm size (Ref: 1-49 workers
Domestic workel 2.224%*% .057 38.9( 0.817**=* 2.112 2.33¢
2-9 799%** .031 25.3¢ 0.790*** 73¢ .861
5C-19¢ -.376%* .04C -9.4t 0.767*** -.45¢4 -.29¢
=>20( -.565%+* .04& -12.4¢ 10.950*** -.65¢ -47¢
Tenure in years (Ref-5)
<=1 .813%** .03C 27.0¢ 9.242%** 754 872
6-1C -.202%* .04t -4.4% 2.224%** -.29C =118
11-1& -.236%* .05¢ -4.4E 0.687*** -.34( -.132
=>1€ -.266** .04¢ -5.5¢ 0.568*** -.36( -7z
Employed on honorary contracts (Ref.:
Yes 2.393*** .05¢ 40.6¢ 2.254%** 2.27¢ 2.50¢
Constar -2.565%** .06( -42.97 0.077%*= -2.68:2 -2.44¢
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Abstract — English

This thesis addresses the development of factoisflrmal employment in the Chilean labor market
between 1994 and 2011. In the light of currentdfammations taking place in Latin America and
particularly in the Chilean labor market, to daxéstng conceptualizations of informality need t® b
examined regarding their relevance to the curréumtion.

In order to ensure an appropriate approach todpe,ta first step includes an introduction to the
Chilean labor market, consisting of an overviewrelevant developments in the past century that
have influenced the situation of Chilean workersl déine discussion of key data referring to the
Chilean labor market structure at the beginninthef2£' century. Consequently, the thesis is focused
on the following main questions:

- What are defining elements of informal employmelattionships?

A review of the literature on informal employmenitiwa particular focus on Latin America aims to
depict relevant issues of the debate, making retereto different perspectives that determine
conceptualizations and corresponding forms of nreasent of informality. Of particular importance
in this context is the differentiation between tbencepts of “informal sector” and “informal
employment” as coined by the International Labougddization. This thesis concentrates on a
particular aspect of informality, which is informalge employment, approximated by two different
dimensions: contribution to the pension systemtandre of a written contract.

- Which are the factors that lead to an informal eoyphent relationship? How have these factors
developed? Are there factors that have gained/limsportance for informal employment
relationships over the observed time span?

Past studies give hints on groups that are paatigubffected by informality in the labor marketdan
underline the importance to differentiate betweeaygevearners and self-employed workers in this
respect. Results so far show that besides persbaghcteristics of workers, certain characteristics
the workplace are of particular relevance in thetext of informal employment.

The statistical analyses were calculated usingJA8EN survey, a dataset provided by the Chilean
Ministry of Social Development. The results of deth multivariate logistic regression models
highlight the pronounced disparities in the riskanformality experienced by workers according to
various criteria. Far from constituting a homogeareworkforce, Chilean workers are exposed to a
highly variable risk of informality, depending dneir age, the economic sector they are employed in,
or the years they have spent in their job. Howetee, risk structure as observed for 2011 is
consequently put into perspective when the devedmpnover time is taken into account. The
development of the odds ratios over time demorestrdtat, while some influences are of remarkable
continuity, other factors exhibit significant difemces between the observed years.

The thesis confirms patterns of informality thavédeen identified on the regional level, suchhas t
higher risk of women, younger and older workerg] amrkers with lower educational levels to be
employed informally. Particularly elevated risksioformality are also experienced by workers with
short job tenure, domestic workers, workers in [meductivity sectors, and workers in small
enterprises. However, the results of the analys show that differences in the risk structuredoee
smaller over time, as higher qualified workers sdenflose” part of their advantage. A relevant
phenomenon in this context constitutes “subordirsgi-employment”, a form of employment in
which limits between employment and self-employmanet increasingly blurred. In Chile, this form
of employment is mainly constituted by employmenthmnorary contracts which are predominantly
found among higher qualified workers. From this npoof view, it is to be questioned if a
“transformation of informality” — towards groups wirkers with different characteristics than those
traditionally linked to informal employment — iskiag place.






Abstract — Deutsch

Die vorliegende Arbeit befasst sich mit der Enticly von Faktoren informeller Beschéftigung am
chilenischen Arbeitsmarkt zwischen 1994 und 20ii Hinblick auf Veranderungen die derzeit an
lateinamerikanischen und vor allem am chileniscgbeitsmarkt stattfinden ist es notwendig,
bisherige Konzeptualisierungen von Informalitat dwé aktuelle Relevanz hin zu untersuchen.

Um einen adaquaten Zugang zu diesem Thema zu gevws#dm, wird zunachst eine Einfihrung zum
chilenischen Arbeitsmarkt geboten. Diese besteherseits aus einer Ubersicht der wichtigsten
Entwicklungen im 20. Jahrhundert die die Situatiter chilenischen Arbeiter bestimmt haben und
andererseits aus einer Diskussion der wichtigstebheifsmarktindikatoren zu Beginn des 21.
Jahrhunderts.

In weiterer Folge beschaftigt sich diese Arbeit foiggenden Fragen:

- Welche Elemente kénnen zur Definition informellesdhaftigung herangezogen werden?

Besonders ist auf die vom internationalen Arbeitsagntwickelte Unterscheidung zwischen
Jnformellem Sektor* und ,informeller Beschéaftiguhdiinzuweisen. Die Arbeit behandelt einen
spezifischen Aspekt der Informalitat der sich angelbststandig Beschéftigte bezieht und durch zwei
Dimensionen angendhert wird: einerseits durch 8g#rzur Pensionsversicherung und andererseits
durch Besitz eines schriftlichen Arbeitsvertrages.

- Welche Faktoren fihren zu informeller Beschéaftigqung/ie haben sich diese Faktoren
entwickelt? Gibt es bestimmte Faktoren die Uber #mobachtungszeitraum an Relevanz
gewonnen/verloren haben?

Bisherige Studien geben Hinweise auf Gruppen ameifgimarkt, die besonders von Informalitat

betroffen sind, und verdeutlichen auch die Notwegkelit, in dieser Hinsicht zwischen selbststandiger
und unselbststandiger Beschaftigung zu unterscheile wird gezeigt, dass neben personlichen
Eigenschaften der Beschaftigten auch Merkmale dbsisplatzes von besonderer Relevanz sind.

Die statistischen Analysen wurden mithilfe einesdbaatzes des chilenischen Sozialministeriums, der
CASEN-Umfrage, durchgefuhrt. Die Ergebnisse dertivaiiaten logistischen Regressionsmodelle
veranschaulichen die ausgepragten UnterschiedennRisiken der Informalitdt der Beschaftigten
nach unterschiedlichen Kriterien. Weit von einemtégenitat der berufstatigen Bevolkerung entfernt,
weisen chilenische Beschaftigte starke Unterschiedien Risiken der Informalitat auf, abhangig von
der jeweiligen Altersgruppe, der Branche oder desdBaftigungsdauer. Die Risikostruktur wie sie fur
2011 beobachtet wurde, wird dartiber hinaus retatiwwenn der Zeitvergleich in Betracht gezogen
wird. Die Entwicklung der Exponenten Uber den Bebiangszeitraum zeigt, dass, wahrend einige
Faktoren durchaus Konstanz aufweisen, andere wipdesignifikante Veranderungen erkennen
lassen.

Die Arbeit bestétigt in gewissen Punkten Ergebnissderer Studien in der Region zu Strukturen
informeller Beschéaftigung, wie etwa das héherekRisir Frauen, fir dltere und jiingere Beschaftigte
und fur Beschaftigte mit niedrigerem Bildungsnivedtrhéhte Risiken zeigen sich auch fir
Beschaftigte mit kirzerer Beschéaftigungsdauer, Halishilfen, Beschaftigte in Branchen mit
niedriger Produktivitat und Beschaftigte in kleinemd Kleinstbetrieben. Allerdings zeigen die
Ergebnisse auch, dass sich bestimmte Unterschiéddem Zeit tendenziell verringern, dass etwa
hoher qualifizierte Beschétftigte ihren Vorteil amriggerem Risiko informeller Beschéftigung
.verlieren“. Von Relevanz ist in diesem Kontext ddsinomen der Scheinselbststandigkeit, wobei die
Grenze zwischen selbststandiger und unselbsts&mBigschaftigung zunehmend verblasst. In Chile
ist dieses Phanomen vor allem anhand der Besamédfigiber Honorarnoten, die vor allem hdher
qualifizierte Beschéftigte betrifft, beobachtbausAdieser Perspektive ist die Frage zu stellerhieb
eine ,Transformation der Informalitat” stattfindeta diese ,neue Informalitat* bestimmte Gruppen
am Arbeitsmarkt betrifft, die sich in einer sehrtamschiedlichen Position zu traditionell informell
Beschaftigten befinden.
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