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Preface

Informality has been a topic of interest in Latimérica for decades. Only more recently, howevas, h
its important gender dimension been more deeplyoesg. This Working Paper makes a valuable
contribution to the debate over informality, whishseen alternatively as an opportunity for prongsi
business start-ups and a poverty trap. With thatlight on microenterprises, the authors’ insights
reveal a more complex reality with important gendiéfierences.

The author finds that microbusinesses reflect #redgr picture in society and the economy as a whole
At one end of the spectrum are people with skillsnarket niches that successfully link to the globa
economy. At the other end are the uneducated wkoate on a small, survivalist scale as, for insan
street vendors of imported products. This gaystithtes the critical role played by skills in actg

the gender equality and poverty reduction objestiweder the Millennium Development Goals.

At the same time, important differences in the meoof families in which a woman member is in the
informal economy in various capacities self-empthyemployer, etc.) are examined. So too are
differences in working hours.

Based on her analysis, the author suggests paigyonses to address the different situations. They
highlight the need for an integrated package thés$ @cross the Decent Work Agenda: jobs and
incomes, rights, social protection and represeriads the basis for social dialogue.

The publication of this Working Paper forms parttioé follow-up given by the International Labour
Office to the conclusions on decent work and thiermal economy, adopted by the International
Labour Conference in 2002 (International Labour f@mmce, 9 Session, Record of Proceedings,
Provisional RecordNo. 25, 2002).

Written in Spanish, the Working Paper was trandlate Lake Sagaris. Like other Working Papers, this
one is intended to stimulate debate. Commentw/al@me aintegration@ilo.org

Anne Trebilcock

Director ad interim

Policy Integration Department
International Labour Office

August 2005
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Introduction?

The activities and number of those employed initlfermal economy are growing in

Latin America as they are in most of the world Julking industrialized countries. Treated
for a while as a temporary or marginal phenomerat would tend to disappear with
economic growth, today there is consensus aboutrthertance of the informal economy
and its projection over time. In Latin America itcaunts for a significant share of
employment, contributes substantially to outpud &s links to other, more structured and
dynamic economic sectors are on the rise. Its caitipo varies widely and it concentrates
a high proportion of insecure, unprotected and lgquaid jobs.

Many women have joined the informal economy in neéagecades, in unprotected jobs
located in a grey area of “false independence”,wel as diverse forms of self-
employment and independent employment, and evawasrs of microbusinesses. This
situation has led analysts to pay more attenticdh@éachanges caused by women'’s growing
participation in this sphere. However, some aspettte job market remain relatively
unexplored and there is still much to be discovereterms of how the gender variable
may affect the performance of women-run businessefiding those operating on a
smaller scale or more informally, the area expldrgdhis study.

The dynamics of the informal economy are strongljuenced by gender relationships.
Women develop a significant share of informal atiés in areas that essentially extend
women’s domestic roles into the market place, ameirtperformance is marked by
occupational segmentation, the fact that their wierkhronically undervalued, and their
lack of access to and control over productive resesl Women'’s chances of establishing a
business, along with the solidity of the foundasiamn which it may be based, are also
determined by the way property, land ownershipdpotive capital and equity in general
are distributed among men and women. Women’s ecanbase is generally smaller than
that of men, restricting the size of business withich they can start and making it
difficult even to set one up.

The gender-related inequality and discriminatiorcifg women leads to lower
participation rates in the labour force. Culturattbrs determining women’s roles in
society and how well they can combine participatiorthe labour force and family life
also influence their chances of accumulating antegeing their own equity, and limit
their ability to start and maintain an independenbnomic initiative. Moreover, their
income is lower than men’s, their work is less pcteéd, and they are concentrated in
occupational niches offering the fewest opportesitio organize and represent their own
interests.

All these reasons explain the importance of stuglyive conditions facing women in the
informal economy, particularly those working in tiself-employed, very small scale
business segments, which are the focus for the/sinah this study. This paper examines
how men’s and women’s behaviour differs and treegdentify the mechanisms by which
these differences become gender disadvantagesrBgsis is based on data for six of the
region’s countries: Argentina, Chile, Colombia, Bdar, Mexico and Peru, which
represent the diverse intensity and complexitynédrimality in Latin America. Where the
information available allows it, this study alsocaexnes regional averages. In the pages
that follow, there is a review of how informalitas evolved in the past decade, in terms of
the amount and quality of employment generated,steors of activity in which it is

! The author is grateful to Gerhard Reinecke, empiyrspecialist in the ILO Subregional Office
of the Southern Cone, Santiago, Chile, for his @glviVeronica Lillo for her help with data
processing, and Carolina Préndez for her editagsistance.
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concentrated, income levels and the incidence okmp among independent workers,
business people and wage-earners, and the chakieg place in its internal dynamics as
a result of the economic context, seeking to iderttie opportunities that open up to
women to develop their own autonomous work actjatpng with the barriers associated
with their gender.

This study is based on data from employment surieytke respective countries. These
offer a profile of each country’s reality and makpossible to compare between countries
and by sex. However, by its very nature this datasdnot provide more qualitative

information about motives and specific ways thamega move into the business sphere,
the impact this form of economic participation lwasthe household, its effects on family
organization and women’s personal autonomy. Alls¢éhéssues remain open to future
reflection.

Informal economy and micro-enterprise:
concepts and measurements

In the literature on the labour market in Latin Aioa it is common to find the concept
“informal sector” used extensively. Although thenewas coined early in the 1960s in
Africa and not in Latin America, a goodly part betdevelopment and debate around this
issue has taken place in this regiofhe term made it possible to recognize the exigten
of a sector that included marginal economic adéisjt but also profitable, efficient
companies, despite the fact they functioned beybadimit of countries’ regulations and
standards. Broad segments of workers, most of thean, developed skills or tasks in
small scale businesses in order to survive and wioiese were neither recognized nor
registered. Thus, the first studies of this aredghef economy treated them as something
that would tend to disappear and integrate intoemmodern formal sectors, in a process
driven by pro-development policies.

Informality has generated debates among suppodfedifferent approaches that have
contributed to its characterization and the pdlti@agenda arising therefrom. The
structural excess labour approachmost developed by the Regional Employment
Programme for Latin America and the Caribbean (PRERA argues that the informal
sector reflects the phenomenon of excess labouigchwimigrates from country to city
where it finds no employment in the modern or fdrsector, and therefore adopts the
self-employment strategy or works in low produdjiactivities. From this perspective, a
distinctive feature of the informal sector is itsvl endowment of capital and therefore a
low capital/labour ratio, low entry barriers inres of qualifications and capital, its small
scale of production (both in volume of sales andnber of workers), the extensive
presence of activities involving a single indivitlugperations in competitive markets with
precarious access to governmental support mechanismd limited capacity for
accumulation. Although the unit of analysis is th&tablishment, this concept is also
applied using occupational categories, assimildtireginformal sector to self-employment
(excluding professionals and technicians) and mondanerated family members, with
those employed in microbusinesses (owners and gegsd and domestic service included
later.

2 In this sense, see a history of the concept irgBsser (2000) and the extensive literature prepared
by the Regional Employment Programme for Latin Agerand the CaribbeaRrograma Regional

del Empleo para América Latina y el CarjdeREALC), of the World Employment Programme in
the International Labour Office (ILO), a pioneer iratin America in studies of informality,
including those by Tokman (1992), Klein and Toknja®96).
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A second approach, whose main proponent is Hernaed&oto (1987), identifies the
informal sector as a set ektralegal economic activitiesncluding both productions for
the market and for subsistence. The main charatiteffior inclusion in the sector is
compliance or incompliance with legal requiremeritgjependently of technological
factors, the size of units or market relations. dtigin does not lie in labour market
dynamics but rather excessive governmental regulatishich triggers a popular response
that attempts to break through these legal barridrs informal producer is not necessarily
a low-productivity marginal producer, but rather amtrepreneur who survives or even
progresses despite governmental restrictions. Bheept is applied by measuring extra-
legal economic activities, which include a very icnge of individuals, companies and
subsistence activities.

A third approach that has influenced debate inréggon takes up contributions from
authors such as Portes, Castells and Benton (1888)refers to informality as an
unregulated labour markebDefined as the set of income generating actsiet regulated
by the State — in a social environment where otkanjlar activities are regulated —
proponents of this position argue that this octoreduce costs, by evading administrative
obligations arising from property rights and comamr licenses, as well as legal
obligations governing labour contracts and soagusity systems. Moreover, they place
this sector on the same level as accumulation pseseon a global scale, arguing that
decentralization makes it possible to expand profirgins and that these workers are
really disguised wage earners. This approach barriram the two described above,
placing the origin of the informal sector in theustural excess of labour, but defining it in
terms of its relationship with the State. UnlikeB.C’s approach, however, the sector is
defined as an integral part of the modern econonaly anlike Soto, it is treated as part of
the normal functioning of capitalism. As a resutformality is not perceived as a
phenomenon limited to peripheral economies, buterais also present in developed
economies. This approach is applied by measuriaglahour force not covered by the
labour legislation, while other authors approximdteising the occupational category,
specifically self-employed workers, unremuneratedatives and those working for
microbusinesses.

Although these three approaches have achieved smmsensus in different spheres,
important differences remain and to this day thieatle persists between structuralist and
neo-liberal currentd. As a way of progressing in this area, in 1993 158 International
Conference of Labour Statisticians agreed on amatipeal definition for the informal
sector} defining it in terms of company characteristiceoffuction units) where activities
take place and not based on the characteristittseegbeople involved or their occupations.
In this sense, the informal sector was defined astmset of family firms, which do not
legally separate household and economic activityl have no accounting systems to
clearly differentiate company activity from that thie owners. Moreover, the conference
recommended applying three criteria to define #&a’s limits. First, the fact that these
companies are unregistered, since they do not gowigh national legislation establishing
the commercial, tax and other regulations goverbingjinesses. Second, their small size in
terms of the employment generated, that is the mundd employees permanently
employed by the company. Third, the lack of a regisf employees, that is incompliance
with labour regulations in terms of social protentand legal standards that should cover
them because of their employment. The conferencdu@ed domestic service in its

% See Tokman (2004) for an analysis of the maintpamthis debate.

* According to Hussmanns (2001), a second objedtivedvancing toward the application of this
concept was to facilitate its inclusion within maial accounts systems, to be able to quantify the
informal sector’s contribution to national econosiie
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operational definition of the informal sector, leay a decision on this aspect and the cut
off line separating formal from informal businesse@dividual countries.

The debate about the ongoing usefulness of thisegin given the speed of economic
changes that were erasing the borderline betweetwih sectors, began before the Labour
Statistics Conference officially began to use teemt As a result of simultaneous

processes of globalization, productive restructurémd changes in the organization of
work, the formal sector had become increasinglprimial, while the informal sector was

becoming more formal. The informal sector's prodigctunits were adapting to new

circumstances, establishing production, commeiaal service links with formal sector

national and international companies, while forreattor firms tended to respond to

pressures to boost international competitiveness tuincreasingly open borders by

seeking new labour arrangements, among other atjunststrategies. As a result of this
last process, employment has become less formakguical, precarious and irregular

labour relationships have increased, as have divfermis of sub-contracting, generating a
wave of “informal” employees associated with forroaimpanies.

To reflect on the complexities of this phenomendine 93" International Labour
Conference in 2002 decided to use the conceptrfimibeconomy”, instead of “sector”, to
refer to the increasingly large group of employaed companies, both urban and rural,
active in the informal sphere, emphasizing the erdble nature of their participation in
the labour force and/or economic activity (ILO, 20). To capture this phenomenon,
Hussmanns (2001) proposed using a type of claasdit involving cross-referencing to
combine the different approaches to informalitye drased on the characteristics of the
productive units where activities occur (focusing the companies that give rise to the
informal sector) and another based on the naturéhef employment they generate
(focusing on the jobs that give rise to informalpdmyment).

The virtue of this perspective is that it makepadssible to analyze the phenomenon of
informality while visualizing both dimensions aktlsame time, as complementary, rather
than alternative views, using a double-entry matinext identifies the crossovers between
the business and labour dimensidriEhis matrix also offers a possible framework for
mapping the informal economy, since it relates dtadistical concept of “employment in
the informal sector” with the broader one of infanemployment. It also combines three
kinds of productive unit (formal sector company,formal sector company and
households) and five types of jobs that can be rgée@ within it (independent workers,
employers, auxiliary family employees, wage-earnansl members of production-oriented
cooperatives).

Using this matrix, several relevant categorieseaftg analysing the informal economy:
auxiliary family employees (with no contract, legal social protection, in formal or
informal companies); wage-earners (with jobs coddrg social protection in formal or
informal companies, including remunerated domestigyvice); independent workers
(employed by informal companies, including thosedpucing goods for final use in
households); employers of informal companies; memlw# cooperatives of informal
producers (ILO, 2002b). Today, however, there ave dountries able to fill in this matrix,
since labour statistics systems, based on househwikys in most countries, do not
provide information on company’s characteristicd #re jobs they generate at one and the
same time.

The application of these new criteria for definittge informal economy can lead to

revaluating its weight within national economiesl dhe relevance of existing policies. It
is likely that a significant percentage of work#rat today appear to belong in the formal

® See Tokman (2004), for a critical view of the nevaracterization of the informal economy.
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sector (working in companies with more than six Eyges) are actually employed in the
informal sector, since they are not registered witltcovered by social security. Similarly,

it is possible that some wage-earners who curregpear in the informal sector actually
meet the requirements for belonging to the fornealt@. This would be the case with

microbusinesses that respect regulations, whichldHme considered formal and receive a
different kind of support from informal firms.

From a gender perspective, it has been noted tloaten’'s overrepresentation in the
informal economy reflects their disadvantages wiheomes to participating in the labour
market. Women form a large majority of those wogkin the most precarious segments of
the informal economy, such as domestic servicetaadinremunerated family members’
category. These are groups with the lowest incdesst protection and least chance of
organizing and representing their own interestslubling domestic service as part of the
informal sector has nonetheless generated enormamusoversy and no consensus has
been reached. This issue has not been resolvedtamms to rethink the informal
economy, either. One major difference between vimidlomestic service and the different
kinds of self-employment that mainly characterize informal economy is that in the case
of the former, these are workers receiving a figgatmally very low) wage, working long
hours under the supervision of an employer. Thexehw capital or machinery and lack
any link with microbusiness activity. When only ssgnts associated with microbusiness
are included, the phenomenon of women’s overreptasen is reversed, since men
account for a larger percentage of the labour ftirae women.

2. The Growing importance of the
Informal Economy in Latin America

Latin America faces the start of the®2dentury with a rise in the precariousness of work:
unemployment has risen, social security coverageféiden, and the number of people
employed in lower productivity segments has riseome changes in the world of work
during the 1990s and a combination of externalof@gtsuch as the slowdown of the
world’s more industrialized economies, the decimehe prices for some of the region’s
main commodity exports, and the recession thattgtesome countries (ILO, 2002a) have
all influenced this phenomenon. These effects Heaen magnified by a strong rise in the
working age population (2.4% annually) and womggagticipation (rising 3.7% annually,
in contrast to a gradual decline in men’s). Becanfsthis, the labour force has grown
substantially (2.6% annually), at an even fastée than the working age population
(Economic Commission for Latin America and the 6beian, ECLAC, 2001).

Growth in the supply of labour has overwhelmed dbdity of the region’s economies to
create jobs. On average, employment rose a low 2r2@verage from 1990 to 2000. As a
result, there was a substantial rise in unemployrasmong both sexes, but mainly women,
expanding the unemployment gap by sex (Abramo aaddnzuela, 2001).

Faced with the lack of jobs, both men and womenrted primarily to self-employment
and new jobs were also created in microbusinegses. result, the region’s employment
structure also changed, with informality’s weighthin the whole rising, while the public
sector and jobs in small, medium and large priatas all declined. Using the most
traditional definition® in 2003 the informal economy accounted for 46.7foudan

employment in Latin America, that is 3.9 percentggents more than in 1990. The

® The Panorama Laboral de América Latina (Latin America bab Overview) published by the
ILO’'s Regional Office, includes independent workers the informal sector, specifically
unremunerated family members, those employed mbéshments with up to five employees, and
those in domestic service, excluding professioaatstechnicians.
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percentage of women (50.1%) is more than men (4448d could be even higher, if
activities for their own consumption were also ségied (ILO, 2003).However, men’s
and women’s participation is very different withine diverse categories that form the
informal economy. While men are overrepresented ngmmicrobusiness owners and
wage-earners, women are the vast majority in damsestvice and among unremunerated
family members. Because of this, focusing the aigalgpn the segment of the informal
economy formed by microbusinesses and independeriters significantly reduces the
importance of women’s employment and men are thjenta

In 2003, 39.7% of urban jobs in Latin America wgenerated by self-employment and
microbusiness (from now on, this is referred tottes microbusiness or microenterprise
sector, MS), which rose 2.8 percentage points @980. As the percentage of jobs in this
sector rose, indicators for social security coverégl, both for wage-earners in the MS
and those working for larger firms. The high caatielns between employment in this
sector and the precariousness of the labour mamedte it possible to interpret these
figures as an index of the poor quality of employimarevailing in the region.

The MS has become increasingly important in jolatioa in Latin America since the

1980s. One reason for this is associated with #@indng importance of public sector
jobs, in both relative and absolute terms. Anottehe fall in employment by large private
firms, as part of their strategy to reduce cosigigal with more open borders. Although in
the 1990s the latter’s hiring ability recovered swhat, they have not kept up with the
overall pace of employment growth (Tokman, 2001).

Thomas (2001) states that in Latin America, glaaion has increased the informality of
the labour market in two directions: from the topwth, due to the decline in social
protection, the rise in temporary jobs and the idecin union coverage, and from the
bottom up, as a result of growth without employmaervttich characterized the region in
the past decade. This phenomenon revealed thanaadgconomies could post important
figures in terms of output growth, without genargtemployment in the modern sector. As
a result, a large proportion of the population tie joined the labour market has resorted
to the informal economy, which has expanded in labigolute and relative terms.

The MS has not, however, been a mere receiveboilaexpelled from larger companies.
Studies on labour trajectories of microproducenslt® coincide on two types of findings:
their original employment as wage-earners and thlentary nature of their mobility,
motivated by the search for independence and béitgyme, combined with family
reasons, in the case of women (Trejo, 2001; ValelaziMarquez and Venegas, 2001)

As part of the informal economy, they are very hajeneous and are influenced by
diverse factors that influence their size and cositppm, which, moreover, are rarely
gender neutral. Thus, the MS is a more importantceof employment for men than for
women. In 2003 it accounted for 43.3% of male emiplent and just 34.6% of female
employment in Latin America. Moreover, the partatipn gap between men and women
in the sector has widened. In the early 1990sa# %.3 percentage points, while ten years
later it had risen to 9 percentage points (todastahds at 8.7 percentage points). These
figures indicate that while women still face barsiéo enter the MS, men’s employment in
this sector is rising more quickly.

" Nonetheless, the informality gap between men aothen (six percentage points in 2003) has
grown narrower, since men’s situation has worsenerk quickly than women'’s. In 1998, this gap
was eight percentage points.
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Gender gaps also reveal that within the informaneeny women are concentrated in
lower quality jobs, as self-employed workers, whiten dominate microbusiness, which
provides better quality jobs.

On examining the structure of employment in La&imerica by country, three types of
country appear, depending on the weight and chentatits of their informal economies.
These groupings reveal patterns that show the enmrheterogeneousness of the region,
in terms of the size of the MS, the characteristicés members, the sector’s behaviour in
different economic cycles, its internal compositi@tcording to the prevalence of the
most precarious sector, involving self-employmerd aurvival activities, compared to the
most developed sector, microbusinesses) and its limith other sectors within the
economy.

The first type of country consists of those with extensive, informal entrepreneurial
culture, expressed as the large amount of employwmigmn the informal economy, which
in turn is extremely sensitive to economic cyclesding to rise during belt-tightening
episodes and fall when the economy is booming.hbsé cases, the adjustment to the
labour market tends to occur not only through urleympent, but also through a decline in
the quality of jobs, mainly through a rise in setiployment. Three of the countries
studied belong in this group: Colombia, Ecuador Rad.

The second type represents intermediate conditioterms of the size of the MS, falling

within the regional average or slightly below it.ohkd economically advanced than the
previous group, subsistence and more developedsfarimser to modern companies
coexist in informality. This group includes Argerdiand Mexico.

The third type has a less extensive informal seat@ll below the regional average.
Within the MS, the percentage of microbusinessghér than for the previous two groups,
showing a development pole capable of generatighehni quality jobs. Chile is of this

type.
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Table 1: Main economic and labour indicators, selged countries

Countries |Average Per Gini Urban Urban Population |Employed inthe| Employed Informal
GDP capita [coefficient 3 women unemploy- under the microbusiness in the economy
growth income 1999 in labour ment poverty line sector informal over GDP
rate 2000 force 2002 2001 2002 economy | 1999/2000
1990- (Uss) 2000 (%) (%) (%) informal @ (%)
1999 (%) 2002
Argentina 4.0 7 104 0.542 46 215 30.3 39.2 5.2 25.4
Chile 6.7 4705 0.559 42 9.0 20.0 32.2 5.9 19.8
Colombia ® 2.7 2184 0.572 55 16.2 54.9 50.3 5.3 39.1
Ecuador °" 1.7 1346 0.521 51 60.2 50 5.1 34.4
Mexico 3.5 4901 0.542 42 2.7 42.3 36.8 4.3 30.1
Peru 4.0 2279 0.545 55 9.4 49.0 50.8 54 59.9

Source: Author’s calculations using data from th® bnd ECLAC.

Note: Indicators for Argentina changed drastically2002, as a result of the end to foreign exchagrayéy and
the economic crisis. That year the population uriderpoverty line reached over 50% and per capitante,
which had been almost US$ 8,000 annually in 208I0td US$ 2,750 in 2002.

a/ The Gini coefficient ranges from 0 to 1. Valuesia to O are interpreted as the absence of iniguahile
the closer they are to 1, the more inequality exist

b/

c/
d/

el

f/

Taken from Schneider (2000), who defines therinfd economy as unreported earnings from the legal
production of goods and services.

Ecuador, urban poverty.

Includes independent workers, owners and empdoye microbusinesses with up to five employees and
domestic service.

The data in the columns “Microbusiness sectorleyees” and “informal sector employees” for thes® t
countries are for 2000.

No information available for 2002.

Poverty and informality are strongly related. Coigst with the highest indices of poverty
are also those with the largest informal economies,which self-employment is
particularly important. These activities, howevare unable to generate enough income,
creating a vicious circle of poverty. Despite thsg link between income and poverty,
there is no clear relationship between income, gtracture of employment and the
importance of the MS within employment. This segrasadoxical, given the decisive role
that employment and the labour market play in inealistribution. Latin America is well
known as the region with the most unequal inconséritution in the world and this was
confirmed in the 1990s, when, despite the fact thast economies performed better than
in the 1980s, conditions did not significantly irape and in some countries they even
worsened (ECLAC, 2004). The most plausible explanataside from problems with the
respective bases and comparisons, could lie in mbiz@tion of factors determining
income distribution, particularly the concentratiafi property and assets, women’s
participation in the labour force, and the educstlsystem’s coverage.
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21 Countries with high microbusiness employment,
especially self-employed workers

The first group of countries consists of the thckesen by the Andean region for this
study: Colombia, Ecuador and Peru. In all three pleecentage of the labour force
employed in the MS is very high and the informabremmy’s contribution to Gross
Domestic Product (GDP) is significant, revealingvhoonsolidated this kind of activity
has become. With a high poverty rate and low peitadancome, MS activities mainly
involve survival and family type activities. Theyreate very precarious forms of
employment, have few links with more formal econopiocesses, and their capacity for
accumulating capital is low or non-existent. Th@gmate in popular (low-income) sectors,
with little capital, minimal technology and low mhactivity. Their market consists mainly
of other residents of the same neighbourhood, iiite consumption power, since they
are equally poor. When linked to larger firms, thigurs primarily through home wofk,
for which they receive little income and have ditdbility to negotiate (Tomei, 1999).

For an important percentage of the employed inetlihsee countries, their entry into a
microbusiness reflects traditional paradigms, inclwhthe weight of this sector directly
reflects modern firms’ inability to create enoughg and respond to the demand for work.
The modern sector of the economy is insufficieniiyveloped in Ecuador and Pérand

no significant improvement has become apparenedent years with the opening up of
new markets and adjustment programmes. In Colonthé&amodern sector underwent a
serious crisis in the 1990s, as a result of thelsnapening of the economy, which eroded
its ability to absorb employment, pushing it dowanfi 44.7% in 1990 to 30.9% in 2003
(ILO, 2004)

The average rate of women'’s participation in tHmola force in these countries is higher
than the regional average, particularly the praporbf women from the lowest income
households. Large contingents of poor women hawugegothe MS, mainly as self-

employed workers in survival activities, to contrié to maintaining their households. As
their income is very low and the conditions in whitheir businesses operate very
precarious, they operate on a much reduced scilenw ability to accumulate capital.

In these countries, the MS seems to be the onlkwption for a large contingent of poor
men and women, especially those with less educat@amy of whom do not even make
enough to escape from poverty.

& The ILO’s Convention No. 177 defines home work ket tarried out in a worker's home or in
other premises of his or her choice, other thanmbekplace of the employer, for which the worker
receives remuneration (i.e. does not sell the prodirectly in the market place) and where the
employer provides the specifications for producthg produce or service, irrespective of who
provides the necessary materials, inputs and ecuripm

° Today, small, medium and large private firms geesround one-quarter of employment in
Ecuador and a little more than one-third in Peru.

Working paper No. 60 9



2.2

2.3

Countries with a mixed microbusiness sector, where
the self-employed and microbusinesses co-exist

The second type of country is represented by Aigefitand Mexico. In both, the MS
accounts for a less important share of nationalleynment, its contribution to GDP is
lower, and poverty levels are lower than the fi@intry type.

Argentina and Mexico are among the region’s largesintries in terms of both their
population and their economies. They have localketarof considerable size and a well
developed manufacturing sector. Their microbusinégssmixed and reflects the
heterogeneous nature of their economic structu@ee group mainly involves
microbusinesses (units with more than one worked t® a lesser degree self-employed
individuals, who relate directly or indirectly todustrial work or services offered in more
formal spheres within the modern sector of the enon An entrepreneurial approach to
accumulation prevails among them and the sectimks lare established through different
contractual arrangements, including subcontracimnyices or through links to productive
processes for large firms. To the best of theilitglthey comply with a large percentage
of regulations and the country’s legal framewornkg at the same time benefit from them.
In Mexico in particular, the industrial sector wadrengthened by incorporating
technologies and a strong rise in manufactured epahich favoured the more modern
area and consolidated the MS, a situation assdcigite the free trade agreement with the
United States and Canada (Stallings and Peres).2008rgentina, it has been the tertiary
sector, particularly with regard to financial anther services associated with companies,
that contributed directly to the progress of theshaeveloped segment of microbusinesses.

Another part of the MS essentially consists of thelf-employed and family
microbusinesses, which are more survival-orienteith minimal access to productive
resources and few possibilities of achieving soorenfof economic accumulation. They
function within an economy submerged in informaldpd generally do not have the
permits necessary to set up and operate. Nor dopthg the corresponding taxes. These
are workers with little education and few skills, educational credentials insufficient to
give them access to jobs in the more modern, séropgrforming sectors, or they have
been expelled from these.

In both countries, the MS includes both poor sectath few labour options and non-poor
entrepreneurs who opt for working independentlye Trelatively scarce presence of
women in this sector in Mexico is one of the reasbahind women’s low participation in
the labour force!

Countries with a small but more developed
microbusiness sector

Chile represents the third and last type of courithere, the behaviour and characteristics
of the MS are very different from the patterns momthmon to the region. The informal
economy’s importance to the GDP and employmenhés lowest of all the countries

19 Although in Argentina’s case there were signific@hanges in several indicators after the
economic and political crisis unleashed in DecemB801, which caused a sharp rise in
unemployment and poverty rates, the MS does notapi have changed significantly (Cortés,
2003).

1 This data is for urban areas. National figures tfsgnge, since trends apparent at the rural level
were different.
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analyzed. Historically speaking, it has not beerseator of refuge, as the procyclic
behaviour of employment in the MS revéalévalenzuela and Venegas, 2001). With a
poverty rate well below the regional average, timpdrtance of this sector to national
employment is much lower than the other countriadied. The composition of the MS is
also different and consists mainly of multipersormisinesses. Self-employed work
accounts for less than half the jobs in the setherlowest figure for any of the countries
analyzed.

Microbusiness activity enjoys a relatively high ééwf formality, functioning within an
economic rather than a survival-oriented contaxd, laas a capacity for accumulation that,
while relatively low, does allow it to project itEever time.

Chile’s economic performance in the 1990s, dedpiesmall size of its own market, was
the motor driving the development of the MS. Thigswthe only country in the region
where investment and productivity of all sectorsercsteadily. Notwithstanding, poor
income distribution — among the worst in Latin Amar— remained unchanged.

2.4 Women under-represented in the microbusiness sector

The contribution of MS to employment is significant Latin America: it accounts for
more than 40% of jobs. In 2003, this sector acaadifidr more than 50% of non-farming
jobs in Peru and Colombia and 46% in Ecuador. &séhthree countries it is well above
the average for this sector in Latin America anthes main source of employment at the
national level. In Argentina it approaches the wegl average, while in Mexico it accounts
for 36% of employment in urban areas. Only in Cld@es it account for less than one-
third of those employed.

The impact of MS on total jobs for women in LatimaArica is less than for men. This
indicates that in the region women are underrepteden the microbusiness sector. There
is agender gapbetween men and women: while 34.6% of women’s pasin the MS,
43.3% of men’s are in this sector. Moreover, tldp @hcreased during the 1990s, since the
importance of women in this sector did not changen(one percentage point between
1990 and 2003), while in the case of men it roskerasignificantly, by 4.5 percentage
points during the same period. This phenomenorgeftl adjustment processes and the
reorganization of production occurring in modermyate firms, in branches that primarily
employed men. This led to the microbusiness sdmooming a refuge for many workers,
particularly those with less education (Weller, @00

Of the six countries considered in this analysexuHs the only one where the percentage
of women employed in the MS is higher than thameh. The other five remain within the
regional average, confirming that this sector iswvesy developed for women.

12 This tendency, however, was broken by the econeminch experienced in the early 2000s, at
which point it behaved in a countercyclical fashion
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Figure 1 : Percentage of the non-farming workforce mployed in the microbusiness sector,
by sex, 2003
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Although women are underrepresented in the MSgnitains a very important source of
employment for them, especially in Peru, Colomlnid BEcuador, as Figure 1 reveals.

Although men'’s integration in higher technologygokas stronger, employment in the MS
grew for both men and women in the 1990s in absdkrms in every one of the region’s
countries. In relative terms, the sector's importamo regional employment rose by 3.9
percentage point between 1990 and 2003, or anaseref almost 16 million people. The
MS was responsible for generating most new jobkaitin America, especially for men.
For every ten people joining the labour market miythe decade, six did so in this sector.
In the case of men this figure was higher, withM accounting for 70% of new jobs.

Thus, in all countries examined in this study exdeeru, by 2000 men accounted for a
larger percentage of those employed in the MS ©02Ban in 1990, because more men
than women had entered the sector. The largest lgagender, led by men, were to be
found in Argentina (10 percentage points), Ecugdfds percentage points), Colombia (8.7
percentage points), Mexico (7.3 percentage poimtih, the least difference in Chile (5.8

percentage points). Only in Peru did the gap faveemen (2.5 percentage points).

Of the countries studied, Colombia and Peru expeeé the most growth in the MS
between 1990 and 2000, at the expense of a signfficlecline in private sector
employment in Colombia and a less severe declin®dru, where, moreover, public
service employment also plunged. In Argentina armhiador, in contrast, the MS’
importance to employment declined slightly and gtévemployment in larger firms rose.
Mexico and Chile experienced minor changes.

13 Although this study does not analyse conditiofiecting domestic service, the significant growth

experienced by this segment cannot be forgotterR0®3 it accounted for 15.5% of women’s

employment in the region, that is 1.7 percentagatpanore than in 1990. In this period, around
20% of new jobs were in domestic service. This fgwas significantly influenced by the strong

rise in domestic service in Colombia and Brazill &m a lesser degree in Argentina. In most of the
region’s countries, this segment grew about 10%.
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24.1 Women concentrated in the most precarious
MS sectors: self-employed and non-
remunerated family members

The MS consists of two large groups: those workimgingle person microbusinesses and
those working for microbusinesses with several eyg#s. In the case of the former, these
are independent workers active in different formk self-employment, with few
gualifications and little capital, involved in loproductivity businesses, generally at a
survival level** They perform tasks requiring few skills in precais conditions, on a
small scale in the street, in small businesseeéir bwn homes, or as workers in other
people’s homes.

The second group, microbusinesses employing maredhe person, are businesses with a
capital base that allows them to develop a largaiesoperation and, often, employ
personnel. They operate on a more solid econonse,although often these are family
businesses.

In Latin America, the first segment is significantinore important than the second in
terms of the number of people employed. In 200808t 60% of people working in the
MS, one-quarter of all those employed in the regiamban areas, were self-employed or
non-remunerated family members. Microbusinessed@timg several people (including
employers and wage-earners), meanwhile, accountetl6fo of regional employment on
average.

14 By definition, professionals and technicians hagen excluded.
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Table 2: Distribution of microbusiness jobs by ocgpational category and sex, 2000

(non-farming jobs)

Country Sex | EmployergSelf-employedWage-earnergNon-remunerated Total
(%) worker (%) family member | (%)
(%) (%)
A . Men 9.0 49.6 40.2 1.2 100.0
rgentina  \vomerl 6.4 50.6 38.2 48 100.0
. Men 9.8 29.6 58.6 2.0 100}0
Chile
Women 6.4 33.8 51.7 8.1 100.0
. Men 10.8 58.6 29.1 1.5 100.0
Colombia
Women 6.1 64.1 24.2 5.6 100.0
Men 8.5 48.6 34.4 8.5 100}0
Ecuador
Women 4.4 60.4 15.5 19.7 100.0
Men 12.6 41.4 41.2 4.8 100.0
Mexico
Women 4.9 41.4 30.4 23.3 100.0
Men 13.0 47.7 32.3 7.0 1000
Peru
Women 4.6 63.7 18.3 13.4 100.0

Source: Special calculations, ILO. Figures in badgresent categories where the percentage of
women is greater than the percentage of men.

Upon analyzing the internal composition of the M& can see that more women than
men are concentrated in the self-employed categoryColombia, Ecuador and Peru,
independent work accounts for more than 60% offémeale labour force employed in
microbusiness. In Argentina, they account for lohlfhose employed in this sector, and in
Mexico 40%. Only in Chile, where they account foreethird of the total, is their share
low. The importance of this category to women’s Eyment partly reflects the greater
freedom it offers in terms of organizing work, madkiit easier to reconcile family and
working responsibilities. Moreover, a business ttiepends solely on one’s own labour
requires less capital, knowledge and access toank$wthan one that hires employees.
This makes it more accessible to women, who facitiadal restrictions in creating new
businesses, because they have fewer resourcesiobttn and bear the weight of gender
socialization that still emphasizes their primavieras mothers and wives, stereotypes and
prejudices about their ability to participate swestelly in the business world.

From 1990 to 2003, the importance of self-employedk to male employment rose (2.4
percentage points), while it remained constant iwithomen’s employment (23.2%). In

Colombia this category shot upward (16 percentagetpin the case of men and 12.4 for
women), leading growth in the region. The declinghe Colombian economy from the
end of the previous decddand plunging employment in the private se¢tazpmbined

15 Per capita GDP performed poorly from 1996 on. Heatr it stagnated, the next it rose just 1.4%,
before falling 1.1% in 1998 and 5.6% in 1999.

6 Employment in small, medium and large private firfiel 7.4 percentage points between 1990
and 2000.
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with political violence and the displacement ofugees were some of the factors that led
to this substantial rise in self-employment. InlR@mployment in this category fluctuated,
peaking in 2000.

Figure 2. Percentage of the non-farming workforce, edf-employed, by sex, 2003
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Another category with a strong women’s presencthag of work by non-remunerated
family members (NFM). Women account for 60% to 76#@ll NFM. The incidence of
unremunerated family members’ work in these coastis very high among women, and
although lower, is also significant among men. laxido, NFM accounts for almost one-
guarter of women’s employment in this sector an&dénador one fifth. In these countries
(as well as in Chile) the percentage of women anmidiRlyl is higher than the percentage of
women employers in the MS (Table 2).

NFM is the most precarious form of participation the labour force and reveals the

vulnerable nature of most microbusinesses. Thisgoay is clearly dominated by women

in every country, involving an auxiliary functiom imanaging a business, no personal
income, nor a basis for developing business abilitgconomy autonomy. This category

both expresses and tends to reinforce gender ilitgsla

The weight of these workers declined in the 1990allii countries except Peru (men and
women) and Ecuador (only men). Nonetheless, theiitapce of this category to women’s
employment in Mexico and Ecuador remained very igie early 2000s.

24.2 Male predominance in microbusinesses

In Latin America, microbusiness units with more rthane employee are rather less
important than self-employment in terms of the nemiif jobs they create.

Microbusinesses’ share of national employment liasevery country analysed, except
Colombia. In this case, there seems to have bedispgdacement to the self-employed
category (that is, microbusinesses that laid offrk@ms, who in turn became self-
employed), which would also help to explain theelas explosive growth. The decline in
microbusiness employment in Colombia affected wonrerparticular, revealing their
greater vulnerability to the adverse economic antitipal conditions that the country
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experienced in the past decade. In Mexico and Besusector's importance to national
employment rose the most. In both cases, male gmmglot performed more strongly than
women’s, especially in Peru, where the rise in neetgloyment in microbusinesses was
double that of women'’s.

Microbusiness is a more important source of empkaytinfior men than for women. Men's
larger presence in microbusiness reflects theindrigoroportion in the two categories that
compose it: owners and wage-earners.

In 2003, on average this sector accounted for 1@B&ital men’s employment, but barely
11.4% of women’s, in this region. In Argentina, Q@uwbia, Ecuador and Peru,
microbusiness’ importance to employment was highan the regional average, especially
in the case of men. Gender gaps are very pronoundage of the six countries analyzed.
In Chile, the sector’'s importance is significarlidgs than the regional average and this is
the only case where women have a relatively highiggation in this sector, with the
gender gap being smaller than the regional aveffeigere 3). This situation is associated
with the less precarious conditions in which worparticipate in the MS and their greater
presence in microbusinesses employing several eopl

Figure 3. Percentage of the non-farming workforce eployed in microbusinesses, 2003
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Female employers account for a minimal fractioralbfiwomen in the MS. In Argentina,
Colombia and Chile their share reaches just over ®ffle in other countries it is even
lower. Male employers, in contrast, are numeroustenthan 10% in Colombia, Mexico
and Peru (Table 2).

Male dominance in the business world is strongdaiger firms, but is also apparent in
microbusinesses. In every country studied, mostrahicsiness owners are men. The
largest gender gaps are apparent in Peru and Mdri@®00, Peruvian women accounted
for less than half of independent workers and pamaie-fifth of all microbusiness
employers, thus confirming gender disadvantagesitheomes to larger scale businesses.
Mexican women seem to face even greater hardshigely 15% of microbusiness
employers are women. In the remaining countries, ghrcentage of female owners is
higher (over 25%), but nowhere does it reach 30%.
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Although women still face barriers for creating rolousinesses, they are advancing
quickly in this field. In the 1990s, the number apdrcentage of women owning a
microbusiness rose, even in Colombia, where thebeuraf microbusiness owners overall
fell. The growth rate for female microbusiness osgneas higher than for their male peers
and in most countries they went from accounting jiat more than one-fifth to one-

quarter of this segment. The two countries with thegest percentage of female
microbusiness owners behaved unevenly. Mexico sawgraficant rise in the number of

microbusinesses created, owned by both men and woane the gap closed slightly. In

Peru, in contrast, very few microbusinesses wezated, half of them by women. Because
of this, the gender gap in the microbusiness owagment fell during this peridd.

The wage-earners category is numerically more itapbrthan employers, but its
importance within total employment depends on thierabusiness structure. Wage-
earners are especially significant in Chile, whérey account for more than half those
employed in the microbusiness sector. In Argenéind Mexico, which have consolidated
microbusiness sectors, this is also a numericailyoirtant group, although less so than the
self-employed. In contrast, in those countrieshsag Colombia, Ecuador and Peru, where
the MS is dominated by an extensive area of sefilepment and informality, the
percentage of microbusiness wage-earners is logvjitarimportance is even lower among
women. Gender gaps are especially important in danydexico and Peru, where women
tend to concentrate in the categories of self-eygaar non-remunerated family members
(Table 2).

Wage-earners’ importance to MS employment roseifgigntly in the 1990s in both
Argentina and Chile. In Argentina, this essentiafgflected a rise in the size of
microbusinesses (which received workers withous thecessarily involving a rise in
production or sales), while in Chile, it also refled the creation of new microbusinesses.
Chile was the only country in which in the pastatdz a significant number of women
became wage-earners in microbusinesses, produginmgortant rise in their presence in
this category (from 27% of those employed in the MSL990 to 39.4% in 2000). In
Mexico, Peru and Ecuador the importance of wagaegaralso rose, but only in terms of
male employment. One possible explanation is thah@se countries, microbusinesses in
sectors that tend to prefer male labour (transportaconstruction and some branches of
industry) experienced growth and hired more labour.

2.5 Women concentrate in a few sectors of activity

More than half of non-farm female employment in ttegion is concentrated in the
community, social and personal service sector amst one-third in the wholesale and
retail trade. If women in the financial, transptida and communications sectors are
included, the importance of the tertiary sectowtmmen’s employment can be seen, as it
accounted for 85.1% in 2003. This sector also auwalifor most of men’s employment,
although a much smaller proportion (67.8%, ILO, 4200

During the 1990s, new jobs were generated maintgritiary activities, contributing to the
incorporation of a large number of women into thbdur force. Yet again this process
reflected the growing polarization of Latin Amenicgociety: the percentage of women
wage-earners with an advanced education rose &athe time as a significant number of
women with little education joined typically infoahactivities (Weller, 2000). Despite the
length of time in the educational system in thertdes studied, a substantial share of the
work force still has little education, particularly the first group of countries (Peru,
Colombia and Ecuador), where from 12% to 29% ofléimur force had less than five

171n 1990, 15.1% of microbusiness owners in Pertewaymen. This rose to 21.4% in 2000.
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years of education. In any case, the educatiorederttials of both men and women
employed in the MS are lower than the averagehferabour force and the percentage of
workers with this low level of education is alsoger. In Colombia, 33% of women in this
sector have five years or less of education, w2i& are in this situation in Peru, 20% in
Ecuador. This helps to explain both the strong eaotration in self-employed work and
their low income.

Within tertiary activities, some, such as wholesael retail and personal services have
seen their function as a refuge for people expdheach or unable to obtain work in more
formal activities accentuated, due to lack of etiooa among other reasons. Because of
this, women’s and men’s employment in the MS isnew®re concentrated than in the rest
of the economy, reaching levels above the regianatage.

The wholesale and retail trade dominates microtessimctivity, especially among women,
while community, social and personal services @ss important for women, compared to
figures for larger companies. At the same time,upational segregation by sex is more
apparent in the MS than in the rest of the econdhmpugh a drastic separation between
male and female trades and women’s greater comtiEmirin a small number of sectors,
particularly wholesale and retail.

Gender segregation in the labour force is very spdead, with profound roots in the
sexual division of labour, and is apparent in tegnsentation of the labour market into
separate parts in which the remuneration and wgr&omditions are different and mobility
is limited. The extensive literature on this subje&s shown that despite women’s massive
incorporation into the work force, women are stitincentrated into a small number of
jobs, defined as traditionally for women, and imdaver ranking positions within each
occupation. This produces a polarization of thelalbmarket by gender and, along with
other factors, is responsible for the differencesmcome between men and women (Anker,
1998; Jacobsen, 1998).

For women, microbusiness activity centres mainlycommerce. With the exception of
Argentina, this is the most important branch fomvem employed in the MS. In Peru, it
accounts for three-quarters of women’s employmiengEcuador and Chile almost 60%,
and in Mexico and Colombia almost half. Services® @ee a large concentrate of women'’s
employment in this sector in Argentina (51.8%) &fekico (38.8%), while manufacturing
is significant in Colombia (19.1%) and Ecuador (19%ble 3).

Women'’s choice of the area in which to developrtbasiness seems to be very influenced
by gender stereotypes and the type of socializatieceived, which serves as the
apprenticeship they take with them into any ecowoaativity. The high concentration of
women in very small-scale commerce, usually linkedhe food sector, is an example of
this. The knowledge acquired in the preparatiorfoold within the household makes it
possible to manage more flexibly the place and fion@emunerated work, in response to
limitations on mobility and scheduling, which arisem the need to reconcile productive
tasks with family and domestic responsibilities.

A large majority of women in commercial activitiegrk directly out of their homes,
thereby making better use of their time since tldey't have to commute to work,
reducing their rent, improving their flexibility,oatrol and ability to organize their daily
work agenda, as well as making it easier to comhbiagk with domestic tasks and child
care. In this group, a large percentage is involmeidod commerce. In the case of selling
non-perishable foods, a few minor transformatiomshe home are enough to make it
possible to sell to the public. The sale of pefidadoods requires more investment to
meet the requirements for a sanitary permit, btarothis is simply omitted, especially by
those who sell in the street.
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Women’s “preference” for commerce may also be grficed by the limitations on their
entry into other sectors and the reduced demandterims of starting capital and
infrastructure, required by this area. The disath@gm of a choice like this one is that it
generates very small scale business, such asrdetoed by street sellers or in the home
itself, where women often operate with help fromittthildren, at a survival level, selling
to others as poor as they are, within the samehbeigrhood.

For men employed in the MS, commerce is also thia metivity, accounting for 44% of
employment in Ecuador and 29.6% in Argentina. Nexportance is services (except in
Peru and Ecuador, where this area is not very itapbrfor men), with the rest of
employment distributed among industrial activitiesnstruction and transportation (Table
3).

Table 3: Distribution of total non-farming employment in
the microbusiness sector by branclof activity and sex, 2000

(percentage)
Manufac- | Electricity, Wholesale | Transpor- Financial
Country Sex| turing gas and | Construction| and retail, tation establishments | Services| Total
water restaurants and
and hotels | communic.
. M 13.4 0.1 21.5 29.6 11.8 4.2 19.5 100.0
Argentina
W 8.6 0.0 0.3 32.0 1.9 54 51.8 100.0
Chile M 13.4 0.3 18.0 32.0 16.2 3.0 17.2 1040.0
w 16.0 0.0 0.3 57.3 2.2 34 20.8 | 100.0
. M 14.2 0.4 11.1 35.2 14.0 4.5 20.5 100.0
Colombia
W 19.1 0.0 04 46.6 1.6 3.6 28.8 100.0
M 19.4 0.1 13.0 44 .4 14.8 3.2 51 100.0
Ecuador
wW 19.0 0.0 0.7 61.6 0.9 2.6 15.3 100.0
Mexico M 12.5 0.1 13.8 32.3 12.9 0.5 27.9 100.0
wW 104 0.0 0.1 50.3 0.5 0.5 38.1 100.0
Pery M 14.4 0.1 12.3 39.5 25.6 2.6 55 100.0
w 8.3 0.0 0.0 76.5 1.3 24 11.5 100.0

Source: Author’s calculations using data from th@.|

Note: Branches where the percentage of womengsidahan men are noted in bold.

Manufacturing concentrates a relatively low peragetof those occupied, for both sexes,
although its importance varies by country. Wherepbe participate in the whole cycle of

production and commercialization it is possible thare is an over-registration in the field

of commerce and the proportion of those employednanufacturing may actually be

higher. Manufacturing activities carried out by nam women are different. In the case of
women, textiles and clothing is the main manufantufield, which has been threatened
by low-cost imports from Asia.

Services are also strongly segregated by sex. Mee & strong presence in repair services
traditionally considered a male preserve (eledtrag@pliances, furniture, cars, plumbing
and electricity) and some personal services (gandefoading, etc.). Women, in contrast,
work mainly as hairdressers, sales people anchier gimilar activities.

Working paper No. 60

19



2.6

Enormous income inequalities by sex in the
microbusiness sector

Early in the 2000s, the difference in income betwaen and women employed in Latin
America remains very markétiWomen receive less income than men in every segmen
of the labour market. On average, women’s monthtjoime stood at 66% of men’s in
2000 (ILO, 2001). The income gap between men ansevohas tended to decline, since
in 1990 women received just 59% of men’s income.

Segmentation of the labour market by sex seemseton® of the main factors behind
women’s lower income, since they have greater actaeshe worst paying sectors of the
market. Some authors conjecture that this couldile to the fact that here they apply
skills learned as part of their gender role andetuee receive no retribution for their
specialization (Galvez, 2002). The unequal composiof each labour segment by sex is,
therefore, a decisive factor in the income gapdy §or example, in independent activity
women account for a small share of the owners, @dra the most, and a large percentage
of those working alone. Moreover, when they do wasgk owners, women tend to be
involved in smaller scale operations with less glomotential than the businesses run by
men.

Although in every occupational segment there isifitant inequality between men’s and
women'’s income, the size of gaps varies signifigaoetween each one. In Latin America,
the average monthly income of women employed irrabigsinesses had reached 71% of
men’s in this type of establishment, by the endhef 1990s, while in the case of those
working on their own, women received less than iiadf income of men (49.2%, ILO,
2001). This income disparity between men and wosaraployed in microbusiness is less
than for those who are self-employed, mainly beeanfsthe importance of the wage-
earner segment, a category that exhibits more iggdlincome both within the MS and
beyond it.

The income of women owning microbusinesses (empd)yie Chile and Argentina is
particularly high compared to other countries. Nbekess, men’s income doubles that of
women in this same category. At the other extrefime income of self-employed women
in Colombia, Ecuador and Peru is very low, confirgiithe precarious nature of their
participation in the work force. The low incomesafif-employed women in Mexico is also
noteworthy, as it points to their location at thsistence end of the spectrum, reaffirming
the wide range of conditions within that countryMS, where male owners of
microbusinesses earn 10 times the income that &eavahers do (Table 4).

'8 This section refers to non-farming remunerated exsrkand does not include unremunerated
family members.
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Table 4: Average monthly income of those employdd the microbusiness sector, by sex, 1999

(in multiples of the respective poverty line)

Countrieslyears Sex Employers Wage- | Self-employed Total
earners workers employed
Argentina Men 21.7 4.0 7.1 7.4
(Greater Buenos
Aires)
Women 12.6 3.2 4.3 4.8
Chile (2000) Men 24.5 3.7 5.8 8.5
Women 14.0 3.3 3.9 5.2
Colombia Men -- -- 2.4 3.8
Women -- -- 1.3 2.8
Ecuador Men 6.4 1.8 2.3 3.4
Women 4.7 1.6 1.2 2.1
Mexico (2000) Men 13.5 2.4 4.7 5.2
Women 9.7 1.7 1.4 2.8
Peru Men 4.9 2.3 2.1 3.9
Women 3.2 2.0 1.2 2.4

Source: Author’s calculations, using data from ECLA

In every category of the MS, women receive lessnme than men, whether calculated by
monthly income or hours worked. In this last cagaps decline slightly, but do not
disappear.

Women’s lower income compared to men’s appears aten their educational level is
similar or better than their male peers, exceféru. The literature suggests that women'’s
income in microbusinesses does not show the sarterpaf yields for education and
experience as men’s, mainly because of the areadich they are primarily employed
(Valenzuela and Venegas, 2001). Moreover, althomgmany countries self-employed
female employers and workers have more educatian then, their education is less
relevant to their business activity than men’siig& et al., 2002).

Among employers, the gap for monthly income byisesery high in Chile and Argentina,
the only countries where this category obtainsnmesignificantly higher than the national
average. In Ecuador, in contrast, this gap is Baaitly smaller and, as in Mexico and
Peru, is below the average gap for the total odé¢hemployed in the respective countries.

The trend in income inequality between men and womirobusiness owners during the
1990s varied, falling in Chile and Mexico and rgin Argentina, Ecuador and Peru
(Table 5).

The positive trend in the income gap in Chile anedxMo reflected different causes. In
Chile, income levels generally rose, and rose niorevomen. In Mexico, in contrast,
women’s real income remained almost constant @igsary slightly), while men’s fell.

The decline in women’s conditions in Argentina eefed a slight decline in their real
income, while men’s recovered slightly. In Ecuadegl income rose for workers of both
sexes, but men’s rose much more significantly. Data Peru reflect only the end of the
decade and show a negative tendency for both mémwamen, worse in the case of the
latter.
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Table 5: Female employers’ percentage of average mtbly income compared to male
employers in the microbusiness sector

Countries 1990 1999 Change in the gap,
1990- 1999
(percentage points)
Argentina .
(Greater Buenos Aires) 2188 228 el
Chile 47.4 57.1 -9.7
Ecuador 107.6 73.4 +34.2
Mexico 56.9 71.8 -14.9
Peru® 72.4 65.3 +7.1

Source: Author’s calculations using data from ECLAC.
Note: Colombia, no data available.
a/ Peru: data from 1997 and 1999.

Monthly income levels for those self-employed, offbsexes, especially women, were low
in most countries. Only in Argentina and Chile, fmth sexes, and in Mexico, for men,
was the level higher. This category accounts f@r ldrgest inequalities in men’s and
women’s income, and in every country except Chiese inequalities were larger than
gaps by sex among employers (Table 6). These digsareflect women’s lower average

income, associated with the barriers to their actesnarkets, given their concentration in
very saturated and undervalued fields and exteas@mfndomestic labour, along with

shorter hours worked, due to the limitations irabalng labour and family responsibilities,
or insufficient markets (Table 6).

At the end of the 1990s, this gap was larger thanalverage for those employed in each
country, and largest in Mexico. Income inequalibge during the decade in Colombia,
Ecuador and Mexico. Real income for both sexedrigtolombia and Mexico, although it
fell more for women. In Ecuador, in contrast, metained their income, while women saw
it decline slightly.

The income gap between those self-employed fefirgentina and Chile in the 1990s. In
Argentina, this reflected negative trends in reabime for both sexes, while in Chile the
opposite tendency prevailed.

Table 6: Comparison of self-employed women’s sha average monthly income

Countries 1990 1999 Change
1990-1999
(percentage points)

Argentina
(Greater Buenos Aires) S 0 R
Chile 55.7 67.2 -11.5
Colombia 78.5 54.1 +24.4
Ecuador 56.5 52.1 +4.4
Mexico 41.8 29.7 +12.1
Peru® 56.5 57.1 -0.6

Source: Author’s calculations, using data from ECLAC.
a/ Peru: data from 1997 and 1999.
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Remuneration for wage-earners of both sexes workimgicrobusinesses was very low,
keeping many of them in a perpetual circle of pgueYWage-earners tend to even out
downwards and are the category posting the leasinmie disparity between men and
women, with no important differences posted indeim different countries.

For men it is better to be self-employed than a esmagrner in almost all countries.
Retribution for wage-earners is less than for imaglent workers in every country but
Peru. Among women the opposite occurs: wage-eamns more than self-employed
women, except in Argentina and Chile.

The wages of dependent employees in microbusinessel®wer than those with similar
educational levels working in small, medium andgéarfirms. These differences are
considerable in Ecuador, Peru and Mexico: in th&t fwo countries, remunerations for
wage-earners in microbusinesses amount to halétfarsformal sector employees, while
in Mexico they amount to 60%. In Argentina and €hih contrast, the gap shrinks, since
workers in micro units receive just over 70% ofgbon formal employment. Workers of
both sexes with no technical or professional trajrobtain higher income as independents
than as formal wage-earners in both these counBmsething similar occurs with men in
Mexico. In contrast, in Peru and Ecuador both sexakin Mexico women who are not
professionals or technicians obtain higher incomerivate firms with five employees or
more.

Trends in gaps by sex among wage-earners in mishoésses were negative in the 1990s
in Argentina and Mexico. In Argentina, women’s sela fell while men’s rose, and in
Mexico, men’s salaries rose more. In the other fmumtries the gap shrank, although due
to other factors. In Chile there was a generalgase in wages, particularly women'’s, and
in Ecuador women’s wages fell less than men’s.

Table 7: Women's share of average monthly incomeompared to men’s in the microbusiness

sector

Countries 1990 1999 Change in the gap

1990-1999
(percentage points)

Argentina
(Greater Buenos Aires) 2 SO0 +121
Chile 82.1 89.1 -7.0
Ecuador 83.3 88.8 -5.5
Mexico® 84.2 70.8 +13.4
Peru” 69.2 86.9 -17.7

Source: Author’s calculations, using data from ECLAC.
Note: Colombia, no data available.

a/ Mexico: data from 1996 and 1999.

b/ Peru: data from 1997 and 1999.

On average, income in the MS is low and falls agicgy to a pyramid in which employers
are at the top, followed by independent workersgevaarners and finally occasional
workers. Income levels for the vast majority ofgaemployed in the MS, whether self-
employed or wage-earners, are lower than the agarmpme for those employed in each
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country. Within microbusiness, disparities betwdle® employer segment, on one hand,
and independent and wage-earners, on the othergraeder than gender differences.
Weller (2000) has underlined that in the 1990s, enver, the wage gap between
microbusinesses and larger firms widened, so iatadisparities tended to become more
marked.

Owners of microbusinesses or employers, of botlesdr the six countries, have income
higher than the national average. This varies bynty, with the best returns almost
tripling average national income obtained by med awwmen, respectively. In the other
countries, these do not quite double average indmmeach sex, and in Peru only men
earn slightly more than the national average fon’meages.

These differences among countries also occur ferstif-employed and wage-earners,
although in the latter’s case they are less procediand appear as the most homogeneous
group, with the most similar behavioural patternthie region. These last two segments
receive very low income in absolute terms; self-laygd women earn less than wage-
earning women in Ecuador, Mexico and Peru, barblva the poverty line there and in
Colombia.

Income disparities are more accentuated among wadh@nmen. In Argentina, Chile and
Ecuador, the largest differences are apparent leetf@male employers and female wage
earners, and in Mexico and Peru, the largest distaitcurs between the first and self-
employed female workers.

The strongest inequalities occur between femaleevesgners and female employers in
Mexico, where the wages of the first account fat [Li7% of female employers’ earnings,
followed by Chile (24%), Argentina (25%) and Ecuad®4%), whereas the situation is
less unequal in Peru (62%), mainly reflecting the telative income of female employers.
When the situation of female employers and selfleygnl workers is compared, wage
differences are smaller in Ecuador (self-employednen earn 38% of female employers’
earnings) and Argentina (34%) and widen in Mexiathdre self-employed workers earn
barely 14% of the income obtained by female empglkeye

Wage-earners’ income and that of the self-emplayedrelatively similar and in no case
approach the average for those employed. In evamtey studied (except Peru, where the
opposite is true), self-employed men earn more thage-earners. Self-employed women
workers, meanwhile, earn more than wage-earningemoim Argentina and Chile. In other

countries, microbusiness wage-earners earn highgesy probably reflecting longer hours
of work.

2.6.1 Poverty is greatest in the informal sector

Typically it is argued that there is a direct rielaship between belonging to the informal
economy and being poor. Formal sector employeeasttehave higher wages than those in
the informal sector and the incidence of povertyamthose formally employed is lower

than in the informal sector and the population ashale. To be in the formal sector,

however, does not guarantee that one is no longar, pince high and low income sectors
coexist in that part of the economy. Similarly, atthose employed in the informal sector
are poor.

Poverty does not affect all MS employees equattyiricidence among employers is low.
In every country for which data exists, poverty geeater among those working in

microbusinesses than among those self-employed.CHni be attributed to the low salaries
of wage-earners in particular.
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The incidence of poverty among wage-earners’ haldshis very high in Ecuador: more

than half those employed receive insufficient ineotm meet their families’ basic needs.
This, therefore, is an enormous massvofking poor,suffering from poverty that does not

reflect lack of work, but rather insufficient incemThis phenomenon, which is very

widespread, affects those working in the informadreomy to a larger degree than those
who are self-employed or wage-earners in microlassies (Table 8).

Table 8 : Poverty within the employed population,
urban zones, 1999

Countries/ Total Private wage- Private wage- |[SelfemployedSelf-employed
years employed earner< in earner’ in workers in workers in
establishments | establishments | manufactu- | commerce
employing more employing ring and and services
than 5 people up to 5 people | construction
Argentina
(Greater Buenog 10 9 17 14 8
Aires)
Chile 1998 14 14 21 11 9
Colombia 38 -- -- 60 54
Ecuador 53 55 70 68 62
Mexico 1998 31 36 49 39 30

Source: Author’s calculations, using data from ECLAC.
Note: Peru, no data available.

a/ Excluding professionals and technicians.
b/ In establishments employing more than 5 peopleleGhé¢ludes public sector wage-earners.

Given the wide range of conditions that charactencrobusinesses and the difficulties in
establishing strict working definitions for the smcand informal employment, one way of
analysing the link with poverty is through the ciimths prevalent in the different
occupational categories involved. The first conidnghat stands out in this sense is that
there is no direct relationship between workingh@ MS and being poor. This statement is
valid for those self-employed and wage-earnersnbtfor employers.

To examine the socioeconomic conditions of theehr&in groups making up the MS,
they were ranked according to the income quintgileshich their households belong, using
all income received by those working in the housglas our point of reference. In the six
countries studied, the incidence of poverty amomgagbusiness employers is low. These
fit into each country’s social structure in a samifashion and there is a rising curve: a
small percentage belong to the poorest quintilehef population, while most of these
business people belong to social sectors other ti@se of the wage-earners they hire,
particularly in countries such as Chile. In thesaditions, it seems unlikely that most
microbusinesses are the result of a transition findependent labour of a precarious
nature. Microbusinesses hiring employees requireciap conditions to overcome

difficulties with financing, access to networks amarkets, and support from the family
and social environment.
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The flattest curve, which reveals the greatestasoange, is apparent in Colombia and the
steepest is in Chile, where a large percentageicfobiusiness employers belong to the
country’s wealthiest 20% of households. Peru isathly country of those analysed where
the curve moves downward, with most employers iiaib the 2° and &' quintiles,
indicating they belong to lower income households experience more poverty compared
to other countries (Figure 4).

Figure 4: Employers in the microbusiness sector bfamily income, 2000
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Source: Author’s calculations, based on data froenltO.

In the case of independent workers, the curve mmpbetely different from that of
employers: this group is much more heterogeneotendE also vary among countries,
forming two separate groups with similar behavidure first includes Peru, Colombia and
Argentina, which post a downward curve, revealimmpoentration among the poorest
households, with less participation from higheroime strata. The second consists of the
other three countries studied and reveals a smooothee. In Mexico, the peak occurs at
the third income quintile, while in Ecuador and IEhin the fourth. This reveals that
independent workers from Mexico, Chile and Ecuadog better off, comparatively
speaking, than those in Argentina, Colombia and Ffegure 5).

Figure 5. Self-employed workers by family income qintile, 2000
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Source: Author’s calculations, based on data froenltO.
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The households to which the self-employed belomgsagnificantly poorer than those of
microbusiness employers. A high percentage of thwgbe first group of countries fall
into the first two income quintiles, indicating natly a high incidence of poverty but also
their belonging to least favoured strata, probasgociated with small-scale operations
with little monetary and social capital and litttebility.

Wage-earners post a curve similar to the self-eygulp but the differences between
countries are less marked. This curve is a litteeger than in the case of the self-
employed, because there are fewer wage-earnetifirst and fifth income quintiles,
which also reveals less variation within the gr@eigure 6).

Figure 6: Microbusiness sector wage-earners by faigiincome quintile, 2000
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Source: Author’s calculations, based on data frioenliLO.

Wage-earners are concentrated in the second ard itltiome quintiles and except for
Peru and Argentina, their distribution curve is enoegular. Peru has the largest number of
wage-earners in the first income quintile, reaffirgn the precarious conditions
experienced by those working in the informal ecopom

2.7 Self-employed women workers: shorter hours
than microbusiness employers

An important aspect of job quality is the lengthtltoé working day (and therefore the time
available for other activities), since this affeet®rkers’ physical and mental health.

Legislation establishes a minimum of eight hounsgas/ and 48 hours per week in almost
every country in the region. Those self-employed employers are not covered by this
rule. Compared to wage-earners, microbusiness gendaend to work longer hours while

those self-employed tend to have shorter workingr$io

Men generally work more hours per week. The difieeein working hours between the
sexes may arise from the supply of employment (rjalye with shorter working hours are
available for women) or decisions in which womewoase to work shorter hours, to meet
their domestic obligations or for other reasons.

In the six countries studied, the hours of worktlodse self-employed clearly follow a
gender-specific pattern: more women work shorterkdays. This may reflect a choice
and a strategy for combining wage work with donmestisks. However, these shorter
working hours may be unwanted, reflecting problesnsh as lack of capital, lack of
markets, temporary businesses, all situationséfiatt women more. About one-third of
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self-employed women work extremely short hourss kean 20 hours per week (except in
Mexico, where one in four works this amount), wtolely a very small number of men

work part time (Table 9). At the same time, a hggrcentage of self-employed women
and the largest percentage of men work very longiaver 49 per week. This difference
in the work week explains part of the monthly in@gap, but not completely.

Table 9: Distribution of self-employed workers bywork week and sex, 2000 Urban areas

Hours of work per week
Country Sex
1to 20 21to 40 41 to 48 49 and over Total
. M 21.0 28.3 16.1 34.5 100.0
Argentina
W 31.6 29.1 10.5 28.8 100.0
Chile M 20.4 40.2 15.4 24.0 100.0
W 37.6 15.3 7.2 24.2 100.0
. M 11.3 22.8 17.9 48.0 100.0
Colombia
W 31.6 32.9 11.3 24.1 100.0
M 12.0 28.7 13.1 46.2 100.0
Ecuador
W 35.8 28.2 7.1 28.9 100.0
. M 55 22.1 34.5 37.9 100.0
Mexico
W 25.0 29.1 19.2 26.7 100.0
Pery M 14.7 20.9 14.7 49.7 100.0
W 38.6 20.1 7.4 33.9 100.0

Source: Author’s calculations, based on data frioenllLO.
Note: Cases where the percentage of women higaermtten are in bold.

The strong differences in the hours worked by imtelent workers of both sexes do not
occur in the case of male and female microbusioesters, whose patterns of working
hours are more similar and, generally speakinggdonmaking this the segment working
the longest hours per we&kin the MS, the vast majority work more than 49 fsoper
week, at a far higher rate than the general aved@ageeople working these hours in every
country. This suggests that survival in these kmssas is based on conditions of
overexploitation, which involve personal costs aadnot go on indefinitely.

In the six countries analyzed, the commonest wagkfdr men and women microbusiness
owners is a lengthy one. Around half of employdrbaih sexes work more than 49 hours
per week. Mexico is the exception, with just onieettof women working these lengthy
hours and a similar percentage working less, frano240 hours per week (Table 10).

Unlike independent workers, very few business womerk less than half-time (20 hours
per week). Only in Ecuador and Chile is this greigmificant.

%n Latin America overall, just over one-fifth ofcthe employed (both sexes) work these hours.
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Table 10 : Distribution of microbusiness sector emioyers by hours of work per week and sex,
Urban areas

Employers’ hours of work per week
Country Sex
1to 20 21t0 40 41 to 48| 49 and ovefotal
: M 2.3 18.3 20.4 59.1 100.0
Argentina
w 3.8 26.0 11.2 59.1 100.0
Chile M 11.5 13.5 16.3 58.7 100.p
W 16.5 17.9 12.3 53.3 100.0
Colombia M 3.4 12.3 26.0 58.3 100.0
W 5.9 15.4 22.4 56.3 100.0
Ecuador M 3.7 27.3 16.7 52.3 100.0
w 19.7 24.1 8.1 48.1 100.4
e M 1.3 12.1 40.8 45.8 100.0
W 8.0 32.2 28.6 31.2 100.0
Peru M 6.2 20.1 14.4 59.4 100.0
w 0.0 2.9 21.7 75.4 |100.0

Source: Author’s calculations, based on data frioenliLO.
Note: Cases where the percentage of women higaentten is in bold.
Although the percentage of women business peoptkimgpvery long hours is rather high,

the percentage of men doing so is larger is eveuniwy but Peru, where there are more
women than men in this situation. Nonetheless, wosniacome is still lower.
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Conclusions

This study has examined the dynamics and behawbum important segment of the
informal economy, the microenterprise sector (Mis)jng the 1990s, in the context of the
major changes affecting the world’s economy dutinig period. The decade has brought
the expansion of market globalization, bringinghwitan unprecedented and rapid opening
of countries to trade and finance and the predomci@af capitalism in most of the world,
along with important technological progress, pattédy in communications and
information, and their combination in the Interft.

The countries of Latin America have participatedhis process, which coincided with the
ending of military dictatorships and authoritari@gimes. The region’s new democracies
have implemented or continued with liberal reforfist have, to varying degrees, cut
tariffs, adopted export-based policies, reduced theblic sectors, privatized services and
made their labour markets more flexible, but in eyah the results have not been
satisfactory. Despite recovering GDP growth rates exports in the 1990s, the decline in
average inflation and the resumption of foreigrditréows, attracted by privatizations at
low prices after they dried up during the “lost dee” of the 1980s, a crisis that can be
attributed to excessive borrowing abroad, the $ama labour results of these reforms
have been unsatisfactory so far during th& &ntury. Indicators confirm that poverty has
barely been contained, while unemployment, undgrleyment and informality rose
throughout the region in the past decade. At thmestime, income distribution, long
considered the worst in the world, did not improverew even worse.

In this context, the MS has played an importang ra$ a source of family income and
employment, especially for workers of both sexesmfrpoor households. Overall, the
informal economy expanded during the 1980s, oftefiefuge” to workers expelled from
the formal sector, who either lost their jobs doedstructuring and/or the privatization of
companies, or due to the bankruptcy of whole sedtmait could not withstand the more
open economies or the crisis that hit in the 1990s.

For sectors with better skills and education, azdesnetworks and negotiating capacity,
microbusinesses have offered a way to make the afastw opportunities for economic
integration, allowing them to participate in theceetralization of production in more
advantageous conditions and with more formalitye microbusinesses of variable sizes
have reaped the benefits of globalization, becthuesg have managed to link into national
and international productive chains, receiving tetbgy and access to more markets, and
thereby gaining in competitiveness, income and mitje This segment is formed by the
more educated groups, which function within thedaaf the economy and are able to set
up microbusinesses and generate jobs on a smbdl $cis likely that as these consolidate
they will become increasingly part of the formakmess sector.

In contrast, most of the MS operates under vergasreus conditions, with little access to
sources of financing, capital and technology, ingic dominated by survival rather than
the possibilities for accumulating wealth. Thissegt accounts for the majority in all six
countries, although its importance varies, andhised to the global economy but without
winning the benefits necessary to escape fromwits marginality. Typical of this segment
are street vendors who sell imports, most of whawehlittle education, are very poor,
operate on a very small scale and through diffefenhs of self-employment. Their
situation is ambivalent: they are in the systent,nmt of it.

2 For an analysis of the social dimensions of gliahibn, see ILO, 2004b.
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The countries with the most numerous microbusireease also those where the sector is
most precarious and survival its main purpose. Withductive structures that are weak or
strongly affected by the opening of their econonfe=specially Colombia), the MS offers
refuge to workers who join the labour force or h&een displaced from larger firms and
lack the skills, capital and contacts necessanyetterate their own employment. In these
cases, the MS is their last chance to survive ppver

The wide range of business types is apparent intdes with larger domestic markets and
more consolidated productive structures and smallegs alike. The results confirm
growing internal polarization, but at the same time differences between countries have
also grown. Mexico, for example, has the MS segrtiatthas benefited the most from the
more open economy and particularly rising exporiden the Free Trade Agreement with
the United States and Canada, while another segraerdins at the survival level, with
solid economic results apparent. In Argentina, ohéhe region’s countries with a large
domestic market, not only has the economy performedrly but, due to internal
imbalances and the turnaround in capital flowbgitame mired in its worst crisis in recent
decades, in 2002. In Chile, a small economy inrLAtnerica, the MS, although smaller,
has benefited more than in other countries fronerivdtional investment flows and
economic growth in the 1990s, while Ecuador, arro#mall-scale economy, ended up
plunged into a substantial recession amidst a steefn income concentration.

Microbusinesses reproduce the gender inequalippsrant in society as a whole and in
the rest of the economy. Gender gaps are apparewtimen’s under-representation in the
MS, and within it, in their concentration in the shgorecarious jobs, involving self-
employment. With little ability to save and in gealelacking property registered in their
names that would give them access to starting tcnedimen begin their businesses with a
minimum capital base, which limits the scale ofitheperations and access to the
machinery that could improve productivity. They a@ncentrated in a few productive
areas, which are already saturated and highly ctitivee whose main advantage is that
they allow women to work and fulfil their domestiesponsibilities, but leaves them
earning less and accumulating little. Income gagisvéen men and women are significant
in every country. In the countries where the MShgracterized by precariousness and
informality, women’s conditions tend to be worsarthn others where these conditions do
not prevail.

This study has revealed the precariousness ofuhitable data and the need to analyze
gender disparities. Perhaps the first priority $thobe specifically to generate data

differentiated by sex on the situation facing th& nd capture new information about
relevant aspects, to facilitate recognition of gandisadvantages, which would make it
easier to design policies in support of microbusses that include the objective of

improving opportunities open to women. Often palscand programmes do not recognize
the differences and limitations affecting men aramen in the MS, so interventions fail to

focus on the specific roles and needs of each gende

A second fundamental conclusion is that a “gendgr’ gemains pending, which involves
recognizing and valuing the contribution made bymea in the MS to overcoming
poverty, along with their decisive role in genargtiemployment and wealth. The
“payback” of this debt, which should be assumeddoyernments and social actors,
requires recognizing the disadvantages and disgaition that hinders women, and
generating corrective measures that tend to cmeateonly equal opportunities, but also
equal results. The challenge is to generate pelitiat not only situate women as passive
receivers of social assistance but also as econachics and subjects with rights. Policies
should promote women'’s entrepreneurial developrogritealing with gender inequalities.
If they fail to do so, they could simply increake burden of work without improving their
control over the income thus generated. Given thelewrange of women in
microbusinesses, public responses must consides tiealities and respond to the needs of
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different types of business, according to a setfamftors that includes skills and
qualifications, women’s motives and expectationgmify conditions, scheduling
possibilities, the nature and organization of micrsinesses, their growth potential, and
the economic conditions and business environmegessary for this. The goal of
empowering women should be present in ever intéimerand interventions must include
a component that allows them to become aware of tesision making at the broadest
level affects their business, giving them the skitl influence their environment.

To ensure that women heading microbusinesses bdrafi programmes to support the
sector, it is vital that from the design stage omlyahe sexual division of labour and
women’s double role be taken into consideratioterirentions that achieve the goal of
generating more income generally involve overwarkce their work day must be added
to the hours they spend on their domestic tasky.fAiure to take this into consideration
could lead to the failure of initiatives that aim inhcrease labour productivity. There are
women who, faced with this choice, prefer to remiainless profitable activities that
nonetheless allow them to dedicate more time tdlyaamd domestic activities. Thus, the
right basic infrastructure to deal with child caned support domestic tasks is vital. The
potential impact of technological interventionstthelp to reduce domestic tasks assumed
by those working in microbusinesses should be ezglonore carefully and women should
be consulted on their own priorities and strate§pesvhat should be included in defining
actions to be undertaken.

Third, policies should include among the requireteea receive support the achievement
of real improvements in the working conditions dif those involved in the MS. This
means that policies must also consider the selff@red, employers, wage-earners and
unremunerated family members. Their inclusion Ve#ld to a redistributive effect within
the MS, in favour of those who are poorest and molsterable.

Fourth, the regulatory environment of the MS shoblkel reviewed to facilitate the
development of different types of microbusinessed &amily businesses. Particularly
important is an approach that gives priority toluson, rather than compliance with
obligations, through sanctions and without priocognition of rights. This issue has
recently been explored by Reinecke and White (2080Bp underline the importance of a
legal and regulatory environment suitable to thedseof the MS. Tokman (2001), for his
part, proposes measures such as recognizing infawmaership to facilitate access to
financial credit, labour relations to ensure protet; and links with national and municipal
authorities.

Improving access to technological information isocakelevant, including training and
obtaining appropriate machinery and supplies. Is sense, shortages are greater among
women than men in the MS. However, technology ghbel adapted to the way that small
economic units work and cannot simply be transtemghout this process taking place
beforehand. Something that is useful to a mulomati may not be useful for small
microbusinesses, for example.

It is also necessary to review credit policies todden women’s access to credit and
thereby improve distribution of property rightsofiding access to credit in general, but
particularly for women, is considered a conditiam felieving poverty and giving them
more decision-making powers. The first challeng®isnsure women have more access to
formal credit, overcoming barriers of supply andnded, associated with household
poverty and the precariousness of their businessewell as cultural factors arising from
their gender. Moreover, inequalities facing thodeowhave gained access to credit, in
terms of duration, amounts requested and grantetagtees required, and interest rates,
must also be corrected. It should be recognizedeawer, that access to credit alone will
not resolve all the problems facing microbusingssespecially the most precarious. The
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financial component must be complemented by adocesew markets, ways of improving
product and service quality, and increase busipestuctivity.

The lack of social security for wage-earners, irdejents and employers of both sexes
within the MS, points to a seventh, urgent taslat thf generating mechanisms for
protecting workers against contingencies that prevbeir working due to illness,
maternity or ageing. The cost to the State of cisggand maintaining these mechanisms
is minor compared to future costs of looking a@idarge contingent of workers who must
have pensions and have been unable to save enmughything, as occurs now in most
microbusinesses.

A final concern, no less important, is the needogier associations, organization and the
creation of networks within the MS. If the sectokisowledge can be improved, public

opinion will pay more attention and provide mor@port, making it easier for this sector

to develop negotiating powers within the agendadhadirst step to speaking out on behalf
of its own interests to other social and politiaators. This is the way to empower women
in the MS, as well as improving gender, economitt sacial equity.
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