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Motivation

Classical view Informality is the result of segmentation i.e. exces of labour supply
(Harris & Todaro 1970).
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New Evidence:Informality may also be &oluntary status
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Dickens & Lang (1985),Magnac (1991)

The World Bank:
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Indicators specification

Table 1: Endogenous variables densities and cdf’s

Definition Specification

Probability of the dichotomous job seeking in-, ...

PlJle, R dicator.7. Logit
Probability of observing the Labour status

PS|z, R] wheresS is qualltatlve_anq nominal. Th_e four Mixed multinomial logit
labour status categories & are formal, inde-
pendent, informal and unemployed

Fulw]z, R, S) Observed wage .den5|ty function , whete Linear regressioh
stands for the residual term.
PIR|a] Probability of the underlying dichotomous Logit*

regime

* Linked to the other model equations through the mixing digtion(¢)
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Exclusion probabillity

Labour Exclusion and

informaliy in a Latin Table 2: Unconditional exclusion probability
AIELE SO : (P[R = 1]), logit estimated parameters.

Motivation
The Model

e oo el Variable parameters

S:Z:Lsding Remarks White(race) -1.3
: (0.15)

Years of education(Urban) -0.08
(0.02)

Years of education 0.64
(0.04)
Years of education{ 15) -0.84
(0.19)
Urban 0.62
(0.19)

Potential Experience -0.53
(0.06)
Sqgrd. Potl. Exp,/100 0.73
(0.08)
Educx Potl.Exper./100 0.57

(0_12) 13/20



Exclusion probabillity

14 /20



Exclusion probabillity

Figure 4:Exclusion probability and potential experience (by ethgrimups )
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Figure 5:Exclusion probability and years of education
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Figure 5:Exclusion probability and years of education
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Table 3:Estimated labor status and exclusion regime distribution

formal independent informal unemployed

Non-excluded 0.25 0.15 0.05 0.02 0.47
Excluded 0.23 0.08 0.12 0.10 0.53
0.48 0.23 0.17 0.12

Based on estimated posterior probabilities
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