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Table 5: Probit Estimates

Dep. Var. = Coeff. Marg. Eff. Coeff. Marg. Eff.

taxreg (Std. Err.) (Std. Err.)

outsidehouse 0.168** 0.021 0.171* 0.022
(0.023) (0.024)

n_worker 0.406** 0.053 0.418** 0.051
(0.012) (0.012)

revenue 0.051* 0.007 0.045* 0.005
(0.005) (0.004)

bankloan 0.388** 0.065 0.357** 0.055
(0.033) (0.034)

otherjob -0.238** -0.027 -0.270** -0.028
(0.033) (0.033)

education 0.195** 0.0254 0.178** 0.022
(0.006) (0.006)

age 0.035** 0.005 0.040** 0.005
(0.004) (0.005)

age? 0.000** 0.000 0.000** 0.000
(0.000) (0.000)

gender 0.153** 0.019 0.216** 0.025
(0.020) (0.021)

ho_num 0.029** 0.004 0.028** 0.003
(0.003) (0.003)

Sector Dummies Yes No

Output Coeff. No Yes

State Dummies Yes Yes

N 47567 47111

Pseudo-R? 0.3647 0.3797

X%44) 5513.62

1. Significance levels :  1: 10%  *: 5%  x*x: 1%

2. Standard errors clustered by urban sector.



Table 6: Investment, Installations and Profits

Dep. Var. = ‘ loginvperworker loginstperworker profit
Coeflicient Coefficient Coefficient

(Std. Err.) (Std. Err.) (Std. Err.)

taxreg 0.636** 0.812** 0.672**
(0.061) (0.031) (0.149)

outsidehouse 0.202** 0.289** 0.218**
(0.045) (0.017) (0.061)

bankloan 0.737** 0.630** 0.031
(0.059) (0.026) (0.126)

otherjob -0.264** -0.256** -0.182f
(0.057) (0.022) (0.098)

education 0.243** 0.128** 0.181**
(0.013) (0.005) (0.016)

age 0.032** 0.067** 0.038**
(0.010) (0.003) (0.012)

age? 0.000** -0.001** 0.000*
(0.000) (0.000) (0.000)

gender 0.516™* 0.356** 0.253**
(0.044) (0.015) (0.046)

ho_num 0.030** 0.019** 0.018*
(0.006) (0.002) (0.009)

revenue 0.018** 0.059**
(0.004) (0.005)

n_worker 0.409**
(0.059)

N 8041 39480 44714

R? 0.332 0.357 0.036
F (44, 69.675 304.781 20.801

1. Significance levels :

T 10%

Y w1 1%

2. The regressions also control for state and sector.
3. Standard errors are clustered by urban sector.



Table 7: Log of Number of Workers (= Dep. Var.)

Dep.Var. = Coefficient Coefficient
(Std. Err.) (Std. Err.)
education 0.006** -0.013**
(0.001) (0.004)
taxreg X education 0.079** 0.040**
(0.002) (0.002)
outsidehouse 0.053** 0.041*
(0.005) (0.015)
revenue 0.016** 0.007**
(0.001) (0.001)
bankloan 0.106** 0.035*
(0.010) (0.017)
otherjob 0.013* 0.000
(0.006) (0.016)
age 0.004** -0.001
(0.001) (0.003)
age? 0.000** 0.000
(0.000) (0.000)
gender 0.022** -0.016
(0.004) (0.011)
ho_num 0.005** 0.002
(0.001) (0.002)
logwage 0.005
(0.010)
Sector Dummies Yes Yes
State Dummies Yes Yes
N 47567 6425
R? 0.3 0.196
| 165.441 22.857

Significance levels :  1: 10%  x: 5%  #**x: 1%



Table 8: Probit Estimates (Chain Effects)

Dep. Var. = Coeftf. Marg. Eff. Coeff. Marg. Eff. Coeff. Marg. Eff.

taxreg (Std. Err.) (Std. Err.) (Std. Err.)

govel 0.602** 0.117
(0.086)

largecl 0.372** 0.062
(0.049)

smallcl 0.167** 0.024
(0.035)

supplierformal 2.801** 0.365

(0.290)
clientformal 4.913* 0.623
(0.295)

outsidehouse 0.175** 0.022 0.163** 0.021 0.161** 0.02
(0.024) (0.023) (0.023)

n_worker 0.406™* 0.053 0.406™* 0.053 0.420* 0.053
(0.012) (0.012) (0.012)

revenue 0.049** 0.001 0.051* 0.007 0.046** 0.006
(0.005) (0.005) (0.004)

bankloan 0.386** 0.007 0.391* 0.065 0.371* 0.06
(0.033) (0.033) (0.033)

otherjob -0.227* 0.003 -0.233** -0.027 -0.230** -0.026
(0.033) (0.033) (0.033)

education 0.187** 0.001 0.187* 0.024 0.186* 0.024
(0.006) (0.006) (0.006)

age 0.035** 0.001 0.035** 0.005 0.036* 0.005
(0.004) (0.004) (0.004)

age? 0.000** 0.000 0.000** 0.000 0.000* 0.000
(0.000) (0.000) (0.000)

gender 0.126** 0.002 0.118* 0.015 0.138* 0.017
(0.020) (0.020) (0.020)

ho_num 0.029** 0.000 0.029** 0.000 0.029** 0.004
(0.003) (0.003) (0.003)

N 47562 47015 47111

Pseudo-R? 0.3688 0.3669 0.3733

X2 5616.836 5552.863 5689.707

1. Significance levels :  1: 10%  *: 5% 2 1%

2. Standard errors clustered by urban sector.
3. The regressions also control for state and sector.



Table 9: IV Probit Estimates (Chain Effects)

Non-IV IV
Dep. Var. = | Coeff. Coeft.
taxreg (Std. Err.) (Std. Err.)
largecl 0.271** 2.819**
(0.030) (0.164)
outsidehouse | 0.176** 0.115*
(0.024) (0.021)
n_worker 0.405** 0.210**
(0.012) (0.035)
revenue 0.050** 0.016*
(0.005) (0.006)
bankloan 0.387** 0.192**
(0.033) (0.042)
otherjob -0.226** -0.066*
(0.033) (0.032)
education 0.187** 0.050**
(0.006) (0.019)
age 0.035** 0.017**
(0.004) (0.004)
age? -0.000** -0.000**
(0.000) 0.000
gender 0.125** -0.134**
(0.020) (0.028)
ho_num 0.030** 0.018**
(0.003) (0.003)
N 47,562 47,562

1. Significance levels :  7: 10%  *: 5%  #x: 1%

2. The regressions also control for state and sector.

3. The second regression uses the average level of education
in the urban sector as an instrument.

4. Standard errors clustered by urban sector.



Table 10: Probit Estimates (Enforcement)

Dep. Var. = | Coeff. Marg. Eff. Coeff. Marg. Eff.

taxreg (Std. Err.) (Std. Err.)

sup_enf 5.702* 0.751
(1.448)

cl_enf 11.952* 1.558

(1.263)

outsidehouse | 0.171** 0.022 0.171** 0.022
(0.023) (0.023)

n_worker 0.406** 0.053 0.411* 0.054
(0.012) (0.012)

revenue 0.051* 0.001 0.049** 0.006
(0.005) (0.004)

bankloan 0.386** 0.065 0.382** 0.063
(0.033) (0.033)

otherjob -0.238** -0.028 -0.234** -0.027
(0.033) (0.033)

education 0.195* 0.026 0.189** 0.025
(0.006) (0.006)

age 0.034* 0.005 0.034** 0.004
(0.004) (0.004)

age? 0.000** 0.000 0.000** 0.000
(0.000) (0.000)

gender 0.156** 0.02 0.145** 0.018
(0.020) (0.020)

ho_num 0.029** 0.004 0.029** 0.004
(0.003) (0.003)

N 47111 47111

Pseudo-R? 0.3640 0.3662

X%45) 5485.764 5561.114

1. Significance levels :  {: 10%  *: 5%  *x: 1%
2. Standard errors clustered by urban sector.
3. The regressions also control for state and sector.



Table 11: Sao Paulo (SP) x Rio Grande do Sul (RS) (1997)

SP RS

Variable N  Mean Std. Dev. N  Mean Std. Dev.
outsidehouse | 2749  0.66 2064  0.67
n_worker** 2750 1.53 1.16 2065 1.61 1.18
revenue 2679 3.11 9.17 2041 294 6.88
bankloan 2745 0.07 2062  0.06

taxreg™* 2748 0.20 2065 0.27
otherjob*™* 2746 0.10 2064 0.13
education 2744 4.95 1.93 2063 4.85 1.90
age 2750  43.12 12.60 2065 42.90 12.34
gender 2750  0.64 2065 0.65

x#% : Difference in means is significant at the 1% level.

Table 12: Probit Estimates (SIMPLES)

Dep. Var. = | Coefficient Marg. Eff.

taxreg (Std. Err.)

SP x 2003 0.213** 0.055
(0.072)

SP -0.520** -0.13
(0.054)

2003 -0.769* -0.19
(0.057)

N 8657

Pseudo-R? 0.2366

X%Zl) 2789.402

1. Significance levels :  1: 10%  *: 5%  *x: 1%

2. Controls include outsidehouse, n_employee, revenue,
bankloan, otherjob, education, age, age2, gender,
homeown_numroom and sector of activity.



Table 13: Probit Estimates (Tax Substitution)

Variable Coefficient
(Std. Err.)
Isgcl 0.358**
(0.030)
taxsub x lIsgcl -0.541*
(0.102)
taxsub 0.349**
(0.027)
outsidehouse 0.199*
(0.023)
n_employee 0.397**
(0.012)
revenue 0.048**
(0.004)
bankloan 0.386**
(0.033)
otherjob -0.220*
(0.033)
education 0.197*
(0.006)
age 0.033**
(0.004)
age? 0.000**
(0.000)
gender 0.098**
(0.020)
homeown_numroom 0.030**
(0.003)
N 47562
Log-likelihood -11575.384
X%47) 5889.927

1. Significance levels :  1: 10%  x: 5%  =*x: 1%
2. Standard errors clustered by urban sector.
3. The regressions also control for state and sector.
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Figure 1: Comparative Statics
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Figure 2: Probability of Being Caught
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Figure 3: Profit Function for Informal Entrepreneur





