
 1 

Anwesha Patnaik 

Gender Differences in Informal Sectors: Investigating the Driving Factors 

 

Introduction 

 In the midst of an era that has unleashed the rise of technology, a craze for modernity and 

consequently, the rise of globalization, informality in global economies continues to run rampant 

around the world. Informal businesses generate income without government involvement. These 

establishments are not regulated or overseen by the government and therefore, are not subjected 

to government taxation. In the past decade, the role of women in informal sectors around the 

world has also been evolving. In the wake of growing emerging markets particularly in Africa 

and South America, it has been noted that informal economies are also strengthening in size and 

power, with female employment making a larger impact than in years past. My research focuses 

on regional differences and trends in informality, and more importantly, exposes female 

involvement in informal sector across three different continents and more than twenty countries. 

This paper studies the driving factors of gender differences in informality. It delves deeper into 

the socioeconomic trends leading to higher percentages of women in informal sectors, besides 

social norms.  

 Informality is a problem that continues to plague developing countries. One of the most 

classic studies on informality was conducted by Peruvian economist Hernando De Soto in his 

book  “The Other Path: The Invisible Revolution in the Third World” De Soto observed why 

individuals decide to join the informal sector by providing insight into the cost benefit analysis. 

He found a sound rational decision making process where individuals trade the cost of being 

formal for the benefits of being informal. Businesses in formal enterprises have a high cost of 
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government taxes and regulation. Though businesses in informal enterprises face corruption and 

less financial security, they are able to operate without government supervision and requirements 

enforced by legislation. Understanding informality is key to unlock the potential of countries 

with significant informal sectors. This also ties in to the fact that there might be additional 

reasons for women to join informal sectors. It is possible that their decision making process 

relies on the cost-benefit ratio of being informal, which could be driven through inadequacies in 

education and skills. This paper studies the possible driving factors and how that may hinder 

female involvement in formal sectors.  

 

1.1 Literature Review 

 With familial and household duties, women were not seen at the forefront of the 

discussion on informality until the past few decades. Today however, it is undeniable that 

women play a large role in many informal sectors, and are in fact, overrepresented in these 

sectors as well. According to the International Labour Organization, in Latin America, women 

account for over 54% of informal employment in non-agricultural establishments. In Sub-

Saharan Africa, women represent over 74% of the same share. This pattern is not only observed 

in overall businesses, but also in independent business sectors.  

Table 1.1: Share of Informal Employment by kind of non-agricultural activity (%) 

 
 
 

 
 
 

 
 

 Table 1.1: Across sectors, women have significantly higher shares of 
informal employment. Data from the International Labour Organization 
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With growing informal sectors as a whole, in many of these countries, women are only able to 

work in informal enterprises. In countries such as Peru and Kenya, the only available 

opportunities given to women consist of informal jobs in areas such as food sales and 

hairdressing services. The key question this paper begins with is: Why are more women in 

informal sectors?  

Numerous studies in this field have examined the informal sector as a whole in individual 

countries without examining the core explanations for gender differences in the workforce across 

different countries.  Existing research on gender differences in informal economies tends to focus 

on specific regions only and examine resulting effects of the informal sector on country specific 

measures. Among the many possible driving factors of informality, such as poverty, corruption, 

crime and employment opportunities, it is a common belief that gender has a significant effect, 

due to the disadvantages many women face in developing countries with minimal work 

opportunities. In India, 93 per cent of the total employment is informal and in Mexico, 63 per 

cent of total employment is informal (Chen 2005).  Past research in India shows that women in 

informal economies tend to be of low economic status with minimal voice and bargaining power, 

thus are stuck in this dilemma of continuing informal work (Sharma, 2012). Unni et al (2003) 

suggests that women dominate “invisible” fields, such as home-based work and street vendors 

and are placed in vulnerable positions. Women are exploited in these fields because they are 

more likely to be working at home and this contracted employment is the “classic recipe for 

poverty” Culture differences and poverty in developing countries also play an important role in 

its ability to create a gender gap between male and women workers in the informal sectors. 

According to Martha Alter Chen’s (2001) comprehensive study “Women in the Informal Sector: 

A Global Picture, the Global Movement, in several African countries, women are unable to find 
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job opportunities unless those jobs are in the informal sector. Thus, several informal employment 

opportunities are based out of the homes of these women, who work as contract workers or in 

family businesses. Women are limited with minimal time and mobility because of household 

responsibilities. Additionally, in many developing nations, men are expected to find work in 

manufacturing or agricultural jobs. Thus, with the burden of family and home life with the 

women, women are forced into family owned businesses, which may operate informally to 

continue as a profitable service.  

 

2.1 Data: International Labour Organization 

My research uses two main data sources, the International Labour Organization (ILO) 

and the World Bank. The International Labour Organization strives to promote strengthened 

work-related ties through the advocacy of social protection and improved rights and 

opportunities in the workforce (ilo.org). The International Labour Organization, in collaboration 

with Women in Informal Employment: Globalizing and Organizing, created a database using a 

variety of different collection mechanisms to quantify informal employment around the world.  

Moreover, the ILO used questionnaires and surveys provided to 47 countries to assemble a 

dataset that provides a breakdown of informal employment with various measures, such as 

employers, owners, and type of enterprise.  

 

2.2 Gender Differences and Patterns 

This dataset provides motivation and further evidence for a possible gender divide in 

informal employment. The ILO provides the share of informal employment (male or female) 

according to the kind of non-agricultural activity. The data includes over 30 developing countries 
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from Argentina to Zimbabwe to show the various measures of informal employment that creates 

a gender gap.  

It is interesting to see the possible connections between firm sector and other 

socioeconomic or country specific characteristics. For example, we can look at the difference in 

informal employment shares to compare the men and the women with one another. I subtracted 

the female share of employment from the male share of employment to plot the following 

graphs. A negative difference indicates a stronger female share of employment in that sector. The 

sectors I observed are all non-agricultural activities, manufacturing, construction, trade, 

transportation and services. 

Figure 1  

 
     
 
 
 
 
 
 
 
 
 
 
 
 

 International Labour Organization 
 

In the Figure 1, GDP per Capita is plotted against the difference in shares of informal 

employment. There appears to be clusters of countries at the bottom left, suggesting countries 

with lower GDP per Capita are associated with more female workers in the informal sector. 

Overall, it also appears that several countries with higher GDP per capita also consist of 

increased female workers in the informal sector.  
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   Figure 2 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

            International Labour Organization 
 

In figure 2, GDP per capita is plotted against the informal share differences and grouped by 

sector. Here we can see that non-agricultural activities, manufacturing, trade and services appear 

to have a higher share of female workers in informal employment. For the sectors construction 

and transportation, there is a higher share of male workers in informal employment.  

   Figure 3 

 
     
 
 
 
 
 
 
 
 
 
 
 
 
    International Labour Organization 
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In the figure 3, the same graph is shown with the countries now separated into continents. As we 

can see, for Africa and South America, though the differences are plotted close together, the data 

shows that there is a higher share of female workers. In Asia however, this is not the case, as 

male employment in informal sectors appears to be greater. It is important to keep in mind 

however that not all countries of the continents are included in this regression.  

 

3. Modeling Gender & Informality  

3.1 Data: The World Bank 

 The focal point of my research concerns data from the World Bank in the form of 

informal enterprise surveys. Enterprise surveys comprise of information received by worldwide 

businesses to understand their operations, demographics and environments, among other factors. 

Enterprise surveys mainly consist of interviews conducted at the firm level, held with business 

managers and owners, conducted with stratified random sampling. Questions asked in these 

interviews encompass topics such as crime, sales, corruption and registration information (World 

Bank).   

In my study, I used Stata to append over 20 country surveys together, isolating the 

variables of interests. The countries I then narrowed down to vary the regions are Angola, 

Argentina, Botswana, Democratic Republic of Congo, Ghana, Guatemala, Kenya, Mali, 

Myanmar, Nepal, Peru and Rwanda. I used specific questions from these surveys to represent 

key variables. Overall, my data set has 55 variables and over 3000 observations, though certain 

variables in particular have missing variables, due to questions being left unanswered. In the 

ILO, it was observed that gender discrepancies in informal employment are also apparent in 

independent sectors. In manufacturing, the share of informal employment by for females is 
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approximately 56.7%. Similarly, the World Bank enterprise surveys unveiled this share of 

female informal employment in manufacturing as 60.3%. Likewise, in services, the ILO reports 

the share of informal employment for females as 43.7%, compared to the males as 32.6%. This is 

once again similar to the World Bank enterprise surveys where female informal employment was 

about 48.2%, and male informal employment was about 40.1%.  

 

3.2 Case Study: South America & Africa 

 With De Soto bringing property rights and costs of informality in Peru to the forefront of 

the discussion on informality, South America continues to represents a model example of 

informal employment. Countries in this region are still developing, undergoing structural 

changes and building their economies. Likewise, Africa is another continent experiencing similar 

trends. In order to take a closer look at the gender differences in informality for these two 

regions, my analysis begins by focusing on conditions in Argentina and Ghana. Argentina and 

Ghana are likely to provide insight into the overall realm of informality in South America and 

Africa and may be represent broader patterns of informality in these regions.  

 

3.3 Modeling  

 The basic model I use to discover the link between female employment and informality is 

a panel regression. The regression model is yit = α + βxit +  γDit + uit where yit represents the main 

dependent variable: informal business. This variable corresponds to the question “Was this 

business registered at start up?” This question is then coded as 1 if it was not registered at start 

up, meaning it was informal, and 0 if it was registered at start up, meaning it was not informal. 

Xit represents the explanatory variables that were also taken from World Bank Enterprise survey 
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questions. The main explanatory variable is the female owner variable which represents the 

gender of the main owner of the business. Then, additional models control for demographics 

such as age, gender, level of education, and years of experience of the owner. Dit represents 

dummy variables used to show fixed effects for levels of education and fixed effects for 

individual countries, which are also added into the model.  

To take a closer look at the driving factors of gender differences in Argentina and Ghana, 

I first build four regression models for these two countries, with informal business regressed on 

the female owner variable as well as the additional covariates.  

3.4 Results: Argentina and Ghana 

Table 3.1: Predicting informal businesses (Argentina and Ghana) 

 

   

 

 

 

 

 

 

 

W

hen applying the most basic regression model for Argentina and Ghana, we can see that the 

female coefficient is positive and robust at the 1% significance level, indicating that female 

owners are more likely to run businesses that remain unregistered. Adding potential confounding 

Table 3.1 reports logistic regression predicting informal business with the female owner, 
owner age and number of family members. Age is a significant predictor. Data is from 
World Bank Enterprise Surveys. 
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variables age and number of family members allows the female coefficient to remain positive 

and significant. In addition, age is a robust explanatory variable with a negative effect. In 

Argentina and Ghana, the older the owner, the likelihood of running an informal business 

decreases. This may be due to educational restrictions that could lead to younger individuals 

leading the informal workforce.  

 

Table 3.2: Predicting informal businesses (Argentina and Ghana) including Education and 
Experience 

 

 

 

 

 

 

 

 

 

 

 

Models three and four include additional covariates that may pose a stronger effect for 

gender differences in the market. Model 3 removes age and family members from the regression 

but instead includes business revenue, years of owner experience, and dummy variables for five 

levels of education, from no education to vocational schools. Revenue is measured as the log of 

Table 3.2 reports three logistic regressions predicting informal business using age, number of family 
members, revenue education levels and experience. Education and experience are significant. Data 
is from World Bank Enterprise Surveys. 
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sales. Here we can see that experience and three levels of education have a significant impact on 

informal business. More years of experience are associated with a business being less likely to be 

informal. Lower education is associated with a business to be more likely informal. However, 

including experience and education in the regressions cause the female variable to become 

insignificant. This may suggest that aspects of education and years of experience for women are 

driving informality among women.  

 

3.4 Results: All Countries  

After using Argentina and Ghana as prototypes for the rest of the South American and African 

countries, we can use the same regression models to observe the impact of female owners, and 

confounding variables on informal business for all countries.  

Table 3.3: Predicting informal businesses including all World Bank surveyed countries 

 

 

 

 

 

 

 

‘ 

 

 

Table 3.3 reports four logistic regressions predicting informal business using age, number of family 
members, revenue education levels and experience. Education and experience remain significant. 
Data is from World Bank Enterprise Surveys. 
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Table 3.3 reports the four regression models built in the last section. This regression output tells 

us that the results we saw for Argentina and Ghana hold for the rest of the countries combined. 

As we saw before, in the first two models, having a female owner has a positive and significant 

association with informal businesses. However, adding experience and education once again 

changes this. In our final model, we can see that in addition to experience and education, age is 

also significant. Increasing years of age is negatively associated with the likelihood of a business 

being informal. Overall, we can continue to see a possible impact between education and 

experience, which may be a result of certain policy regulations or the lack of policy 

implementation for females.  

  Table 3.4: Predicting informal businesses including country fixed effects 

 

 

 

 

 

 

 

 

 

 

 

 

 Table 3.4 reports four logistic regressions predicting informal business using age, number of family 
members, revenue education levels and experience. Education and experience remain significant. 
Data is from World Bank Enterprise Surveys.  
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Table 3.4 reports the regression output with country fixed effects. We can see that with the 

baseline of Nepal, all countries have a significant relationship with informal business. This 

suggests that in comparison to Nepal, all other businesses in these countries have a higher 

likelihood of being informal. 

 

4.0 Discussion 

 Our regression results from Argentina and Ghana point towards possible faults in 

education and experience that are driving female ownership of informal businesses. As we saw 

in the next few regression table results, this relationship appears to mirror in other nations as 

well. Education and years of experience appear to play a significant part in driving informality, 

suggesting that these two areas might be in need of necessary policy changes.    

4.1 Education 

Education systems between Argentina and Ghana are vastly different, yet face similar 

problems in the informal markets. Though Ghana’s education system is one of the better 

establishments among West African countries, only recently did it adopt an inclusive education 

policy. An inclusive policy mandates that education be provided for all students, not just those 

that are readily able. This means that education should also be provided to minorities, students 

with disabilities and students that live in poverty (Agbenyega 2006). While education across the 

country remains relatively weak, it is no surprise that those in the informal sector also suffer 

from the drawbacks of weak education systems.  

 Education in Argentina is typically stronger across formal employment levels. However, 

with 45% of the 5.3 million employees in the informal sector, education among those in the 
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informal businesses remains weak. Female domestic workers who are household employees 

typically face discrimination with the lowest educational attainment and lowest monthly earnings 

(Esquivel 2010).  

 

Table 4.1: Contrasting Years of Education (Argentina and Ghana) 

 
           
 
 
 
 
 
 
 

 
 

 

Table 4.1 reports the average education years in informal employment. Females in informal 

employment in Argentina and Ghana typically only reach or complete primary schools while 

males in informal employment in these nations are able to reach or complete secondary schools.  

A distinct divide between educational attainments in both of these nations suggests that this may 

be representative of trends in South America and Africa as a whole, where policy 

implementations are needed. 

 

 

 

 

 

Table 4.1 reports differences in average years education in informal employments 
for males and females in Argentina and Ghana. Data is from the World Bank. 
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4.2 Experience 

Table 4.2: Contrasting years of experience: (Argentina and Ghana) 

 
    
 
 
 
 
 
 

 

 

The World Bank Enterprise surveys display a distinction between years of job experience 

between males and females in Argentina and Ghana. Females on average have less experience in 

the business they own.  

Table 4.3: Contrasting years of experience: South America & Africa 

 
    
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table 4.2 reports differences in average years of experience in informal 
employments for males and females in Argentina and Ghana. Data is from World 
Bank Enterprise surveys.  

Table 4.3 reports differences in average years of experience in informal 
employments for males and females. Data is from World Bank Enterprise surveys.  
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 Table 4.3 shows that this result holds for these rest of the countries in my data set as well. 

There is a persistent difference in years of experience, especially for countries such as Peru, 

Nepal, Mali and Botswana where the difference between males and females is fairly large.  

Current policy implementations to augment job training and skills vary between the two 

countries. In Argentina, there has been a concentrated effort to integrate youth into the job 

market through programs such as Somos Capaces. Somos Capaces is a joint initiative created by 

the government and private sector to provide vocational training to youth. The program strives to 

enhance students’ skills but also to “promote moral reasoning, social skills and awareness” 

(Phillip Morris International, 2015). National Technology School, one of Argentina’s leading 

universities, also focuses on employment through their vocational programs.   

 Ghana also has programs devoted towards vocational training such as the Technical and 

Vocational Education and Training (TVET) which provides job training for those wanting to 

establish themselves in the workforce. The government of Ghana also created the National 

Apprenticeship Program as a mean to prevent youth unemployment. This program exposes 

students to employment tools while in high school.  

Conclusion 

 The key question I sought to answer at the start of my research was: why are more 

women in informal sectors? Our results attribute the answer to lower educational attainment at a 

young age that lead women to informal jobs. I’ve established a possible link between education, 

experience and informality that is stronger for females. By observing the impact of women 

ownership on informal businesses and including demographics, education and experience. My 

research observes a change in female ownership when education and experience are added. By 

observing this pattern in Argentina and Ghana first, I was able to discover that Argentina and 
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Ghana were representative of informality patterns in South America and Africa. When 

investigating the results further, there is a significant difference in educational attainment and job 

skillsets between males and females in Argentina and Ghana. Current policy measures in 

emerging markets do not actively combat informality at its roots. Job training programs, as in 

Argentina and Ghana, are not gender specific, but should be. Youth job training programs should 

be targeted at female youth, who have the greater chances of being employed in informal 

businesses.  

 My paper strives to move beyond the norms and social pressure explanation for gender 

differences in informality. De Soto studied how agents decide to work in the informal sector, 

despite less benefits and lower wages. The important trade off females are making relies on 

uncertain business models and often corrupt practices in order to work tax free and without 

government involvement.  However, my research suggests that this trade off might be initially 

occurring because of a lack of investment in human capital by developing countries. The fault 

does not lie with society entirely. Countries with high informality need to invest more in human 

capital with respect to women, to improve their education, skills and job search programs to 

ensure that regardless of their familial responsibilities, they have the capacity to seek and obtain 

more stable careers. Further research could examine the policy implications of gender specific 

job training programs. Focusing on women’s skillsets and education aside from household 

responsibilities would empower women to seek jobs in formal enterprises.  
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