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FROM THE EDITOR

A Mother’s Example

AZARETH College was my second home. As

a child, I spent countless evenings roaming the

small liberal arts college in Rochester, N.Y., where

my mother headed the office of graduate studies
and continuing education.

Most of her students worked day jobs, attending class at
night. For her, this made for late hours at the office—and for
a complex juggling act: off to work in the morning to manage
a staff, drop everything at 3 p.m. to rush home to fix dinner
for the family, and then back to work around 5 p.m.—with
me in tow—to staff the office until evening classes let out.
Sleep and then repeat. This was the rhythm of my childhood.

I thought a lot about those days as we put together the spe-
cial feature on women at work in this issue of FeéxD—about
her example, and about the many women who share in her
experience and the many who do not.

If there is one meta-theme in this issue, it’s the diversity of
women’s work experience across the globe.

The world has seen tremendous progress in a relatively
short time when it comes to women’s participation in the
workforce. Women work in all fields and professions, and
women are a driving force in many economies.

At the same time, as IMF Managing Director Christine
Lagarde points out in her Straight Talk column, for the past
decade women’s labor participation has been stuck at the same
level, and women still lag men in many areas, especially in the
developing world. What's more, in some places, labor market
participation rates are the last thing on a woman’s mind: safety,
health, education—these concerns come first.

We kick off our look at women at work with an overview
by IMF economist Janet Stotsky, whose trailblazing 2006
paper on gender and macroeconomic policy found improved
gender equality could boost growth.

Her piece is followed by four articles, each providing a
different insight into this complex subject: from the differ-
ing perceptions of men and women analysts on Wall Street,
to the impact of India’s practice of setting aside a third of
village council seats for women, to rising entrepreneurship
among African women. An article on how the rising pro-
portion of women in economics has begun to alter the pro-
fession’s views on a variety of policy questions rounds out
the package.

Elsewhere in this issue we take up China’s changing labor
market, the outflow of private capital from emerging market
economies, bank stress tests, and the emergence of borrow-
ers in international capital markets in sub-Saharan Africa.
We also offer a profile of economist Carmen Reinhart, whose
2010 paper with Kenneth Rogoft on debt and growth recently
put her at the center of a media firestorm.

In short, this issue offers quite a mix. Pulling it together
has been a juggling act that my mother—and many women—
would appreciate.

Jeffrey Hayden
Editor-in-Chief
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IN BRIEF

Construction project in Jiangsu, China.
Material world
The Asia-Pacific region has surpassed the rest of the world
in its consumption of materials and will continue to domi-
nate world material flows, according to a United Nations
Environment Program report released in April.

The report, Recent Trends in Material Flows and Resource
Productivity in Asia and the Pacific, says that the current rate of
exploitation of Asia-Pacific’s resource base is no longer sufficient
to support the region’s fast-growing economies and changing
lifestyles. From 1970 to 2008, the consumption of construction
minerals increased 13.4 times, metal ores and industrial miner-
als 8.6 times, fossil fuels 5.4 times, and biomass 2.7 times.

The report highlights the region’s “material intensity”—
that is, the consumption of materials per dollar of GDP—as a
more serious concern, because it will increase pressure on the
environment and exceed the region’s rapid growth. Currently,
material intensity in Asia-Pacific is three times that of the
rest of the world.

Growing affluence—rather than population growth—is now
the most important driver of environmental pressure from
resource extraction in the region, the report says.

War against hunger

Governments have the primary responsibility for assuring the
food security of their citizens, and action in this area is cru-
cial, the United Nations Food and Agriculture Organization’s
director-general told a high-level meeting in April.
“The Millennium Development Goals
have pushed us forward. But with 870
million people still suffering from
hunger, the war against food insecu-
rity is far from over,” José Graziano
da Silva said at the meeting, whose
purpose was to discuss the UN’s
vision for a strategy against world
hunger once the Millennium

Development Goals expire in 2015.
“The only effective answer to food
insecurity is political commitment at the
national level,” he said, adding that the world’s

attitude toward hunger has changed profoundly.
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But despite the primary responsibility of national gov-
ernments, today’s globalized economy means that no
country acts alone.

“Actions taken by one country or company may affect the
food security of others,” while conflicts can lead to instability
in neighboring countries and regions, he said.

Public policies should also create opportunities for the
most disadvantaged, including subsistence and small-scale
producers, women, youth, and indigenous people, he stressed.

Financing growth

A new book published by the African Development Bank
explores how structured finance techniques can mobilize
African domestic capital to support economic infrastructure
projects and economic growth.

Structured Finance: Conditions for Infrastructure Project Bonds
in African Markets was officially launched by Charles Boamah,
the African Development Bank’s vice president for finance.

“Sound domestic capital markets are critical to the devel-
opment of African countries,” said Boamah. For this reason,
the African Development Bank has, over the past few years,
pursued initiatives to help raise the capacity of local capital
markets, enabling Africa to tap more long-term finance for
infrastructure development.

“This report is very timely, given the urgency to signifi-
cantly scale up financing to address Africa’s large and grow-
ing infrastructure deficit,” said Boamah.

African countries have been growing at rates in excess of
5 percent, with 7 of the world’s 10 fastest-growing countries
located on the continent. This has created a growing middle
class and an expanding financial sector.

The report elaborates on examples from other emerg-
ing markets, such as Brazil, Chile, Malaysia, and Peru, using
project bonds to catalyze investors’ interest in infrastructure
projects. Such examples can serve as a template for African
countries to develop their markets.

Events in 2013

June 17-18, Fermanagh, United Kingdom
Group of Eight Summit

September 5-6, St. Petersburg, Russia
Group of Twenty Summit

September 25-27, Sopot, Poland
European Forum for New Ideas

October 11-13, Washington, D.C.
Annual Meetings of the World Bank and the IMF

October 18-19, Panama City, Panama
Ibero-American Summit

November 7-8, Washington, D.C.
IMF Fourteenth Annual Jacques Polak Research
Conference

November 13-14, Amsterdam, Netherlands
World Pension Summit
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Steady cash flow

Remittances to Latin America and the
Caribbean showed a slight increase in 2012
over the previous year, according to the lat-
est report on remittances by the Multilateral
Investment Fund (MIF), a member of the
Inter-American Development Bank Group.

The report, “Remittances to Latin America
and the Caribbean in 2012: Differing
Behavior among Sub-regions,” says that the
region received a total of $61.3 billion in
remittances last year. This amount represents
a year-over-year increase of $300 million, a
0.6 percent increase since 2011. After a his-
toric high of nearly $65 billion in 2008, and
a 15 percent drop due to the financial crisis
in 2009, money transfers to the region have
stabilized, the report suggests.

“The latest data show that migrants
continue to provide critical financial sup-
port to millions of households across the region,” said MIF
General Manager Nancy Lee. “The development impact of
remittances can be much greater if families have the option
to save some of these flows rather than converting them all
into cash upon receipt.”

Remittance flows continue to represent an important
source of foreign inflows in many countries in the region,

Students in Guatemala City, Guatemala, where remittances help support education.

and constitute more than 10 percent of GDP in several
countries, including El Salvador, Guatemala, Guyana,
Haiti, Honduras, Jamaica, and Nicaragua. These flows also
represent an important source of income for the millions
of families in the region that use the transfers for basic
needs and to invest in education, health, housing, and
small businesses.

PROGRAM IN ECONOMIC
POLICY MANAGEMENT (PEPM)

Confront global economic challenges

with the world’s leading economists,
policymakers, and expert practitioners,
including Jagdish Bhagwati, Guillermo
Calvo, Robert Mundell, Arvind Panagariya,

and many others.

A 14-month mid-career Master of Public Administration
focusing on:

* rigorous graduate training in micro- and macroeconomics

* empbhasis on the policy issues faced by developing
economies

* option to focus on Economic Policy Management or
International Energy Management

* tailored seminar series on inflation targeting, international
finance, and financial crises

¢ three-month capstone internship at the World Bank, IME

or other public or private sector institution

The 20142015 program begins in July of 2014.
Applications are due by January 5, 2014.

pepm@columbia.edu | 212-854-6982; 212-854-5935 (fax) | www.sipa.columbia.edu/academics/degree_programs/pepm

To learn more about SIPA, please visit: www.sipa.columbia.edu
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AD Miami Dade College offered a concentration
in fashion design, Carmen Reinhart might never
have become an economist.

Reinhart—the world’s most-cited female econ-
omist and coauthor of one of the most important economic
books of the past decade—studied fashion merchandising
instead.

“I like art a great deal, and I like drawing. And I thought
that, well, I really didn’t go to the right school to become
a fashion designer. So, let me see whether I like fashion
merchandising”

She didn't.

“Fashion merchandising is how to become a buyer. It has
really little to do with any kind of design . . . the artistic part
of it” She was convinced shed made a poor choice.

But the merchandising curriculum required her to take
a course on the principles of economics. Her instructor, “a
crazy old Marxist,” paired a standard textbook with Douglas
F. Dowd’s critique of U.S. capitalism, The Twisted Dream.
“And I found it fascinating . . . . I didn’t make a decision, ‘Oh,
I'm going to become an economist. No, I made the decision
that I was going to take more economics courses and see how
Iliked them. And I did”

That started Reinhart on a rise through the economics pro-
fession that included stints on Wall Street, the International
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PEOPLE IN ECONOMICS

Solving
History's

Puzzles
®

James L. Rowe Jr. profiles
Carmen M. Reinhart,
who focuses on facts and history

Monetary Fund, and academia—including the University
of Maryland and her current home, the Kennedy School
at Harvard University, where she is Minos A. Zombanakis
Professor of the International Financial System.

It was during her four years at the now-defunct invest-
ment bank Bear Stearns that she developed an interest in the
issues that have dominated her research: banking and finan-
cial crises and their ripple effects (contagion); capital flows;
indicators of world business cycles; and debt (sovereign and
private). Mexico defaulted on its massive foreign debt only
six months after Reinhart joined Bear Stearns in 1982. “And,
boy, was that a learning experience, being in the financial
markets and seeing the ripple effects, the contagion, the
impact on banks, the volatility. . . . It had a real lasting impact
on the things that I would be interested in”

Reinhart’s path is not well worn by economists. In a profes-
sion dominated by theorists and model builders, she made
her mark by finding, mining, and organizing data.

But she has been in the middle of a firestorm recently over
how she and coauthor Kenneth S. Rogoff handled data in a
paper that found that when the ratio of government debt to
GDP exceeds 90 percent, it begins to become a drag on long-
term economic growth. Economists had debated the finding
since the paper was first presented in early 2010. But after
several economists at the University of Massachusetts last


MMartin@was.int.imf.org
listen

http://www.imf.org/external/podcast/2012/Reinhardt.mp3

April said they had found calculation and methodological
errors and “selective” data omissions in the paper, the aca-
demic dispute became a public controversy.

Reinhart and Rogoff acknowledged a calculation error but
said it did not affect their overall results. They said the other
critiques were off base and that their conclusions are solid.

Against the grain

Reinhart has a history of going against conventional wis-
dom. Her first well-known paper, in 1993—with fellow IMF
economists Guillermo Calvo and Leonardo Leiderman—
questioned the prevailing belief in the IMF and elsewhere
that capital was flowing to Latin American countries because
of their good economic policies. Instead, the economists
postulated, external factors—including a benign global envi-
ronment and low interest rates—sparked the investment
flow, which could stop on a dime if conditions changed.
Had they looked at Asia, they would have seen the same
issues, Reinhart said. The trio were right: External condi-
tions changed, and, starting with Mexico in 1994, emerg-
ing market economies—including in Asia in 1997, Russia in
1998, and Argentina in 2001 —experienced a “sudden stop”
in capital flows.

Several years later, Reinhart and fellow economist Graciela
Kaminsky questioned the common belief that crises are
spread from one country to another mainly via trade links.
Instead, they found such contagion was rooted in then little-
studied financial channels.

According to Calvo, now at Columbia University and one
of the profession’s foremost theoreticians, “Carmen does not
fit the mold of the typical academic economist, who spends
much of his or her time exploring pointless extensions of
the dominant paradigm. She is an original, driven—first and
foremost—by strong intuitions, which she then tests by going
from a thorough search of available evidence to the applica-
tion of state-of-the-art econometrics.”

Reinhart said she never made a calculated decision to
emphasize the empirical over the theoretical; it is just who
she is. “Data is good. It is central to me. In the end, it is about
solving puzzles, about solving mysteries. And the way I go
about solving mysteries is [by] delving into data and looking
for empirical regularities, for recurrences of patterns. . . . You
know, when Sherlock Holmes says, ‘The game is afoot.”

It was that ability to unearth and organize economic data
that enabled Reinhart and Rogoff in their 2009 best seller
This Time Is Different: Eight Centuries of Financial Folly to
provide a sweeping look at hundreds of economic crises—
debt, banking, currency, and inflation—in 66 countries from
as far back as the Middle Ages to today. The book—which
like the rest of Reinhart’s two decades of prolific research has
not been caught up in the controversy over the 2010 paper—
shows that serious economic crises are devastating but occur
infrequently enough that, as economist Alan Taylor put it last
year in the Journal of Economic Literature, “recent experi-
ence can be an unfaithful guide for scholars and statesmen
alike”—the reason the warning signs of the five-year-old
global financial crisis were largely ignored.

Reinhart and Rogoff’s research (half the book is data, much
of it assembled from painstaking searches of obscure sources)
revealed the vast similarities over centuries in how economic
crises build and how they unfold. But an indifference to,
ignorance of, or disregard for historicity allows economists
and policymakers to explain away time and again harbingers
of bad times. Reinhart and Rogoff called it the “This Time
Is Different Syndrome;” which they said “is rooted in the
firmly held belief that financial crises are things that happen
to other people in other countries at other times; crises do
not happen to us, here and now. We are doing things better,
we are smarter, we have learned from past mistakes. The old
rules of valuation no longer apply”

Beware of debt

One major implication of their research, Reinhart said, is that
policymakers must “beware of debt cycles, beware of indebt-
edness cycles, beware of surges in credit, beware of surges in
debt—private debt becomes public debt. Once you get stuck
in a full-size banking crisis, you don't get out of it quickly”
And it is here that she said their results “have not been really
fully represented. . . . We make the point that when youre
mired in a debt overhang—public, private, a combination of
the two—seldom do you get out of it without some element
of restructuring” And that goes not only for emerging mar-
kets but for advanced economies, too.

Their research was coming to fruition as the U.S. mort-
gage market was collapsing in 2007—the opening act in the
global financial crisis that rivals the Great Depression of the
1930s. In a paper they presented to the annual meeting of
the American Economic Association (AEA) in January 2008,
Reinhart and Rogoff demonstrated that common economic
indicators for the United States—inflation in asset prices,
growing indebtedness, big current account deficits, slowing
economic growth—signaled a country poised for a severe
financial crisis.

“Some people dismissed the idea that a crisis like that
could happen in the United States,” she said, although others
had their attention “piqued” by the paper titled “Is the U.S.
Subprime Crisis That Different?” After the presentation, she

said, she and Rogoff concluded that if no crisis occurred they
might look foolish. “But, you know, it happened”

A year later—not long after the failure of investment bank
Lehman Brothers, the seizing up of money markets, and the
global spread of the financial crisis—the authors appeared
at the January 2009 AEA meeting with another disquieting
prognosis based on the massive historical record they had
constructed. Their paper, “Aftermath of Financial Crises,’
made two points that invited skepticism at the time but later
proved accurate. The first was that recessions that start in
such crises “are very protracted and severe,” she said. The
other was that there would be a massive increase in gov-
ernment debt: Their analysis showed that debt had nearly
doubled after adjustment for inflation in the three years fol-
lowing each major national crisis since World War II.

She said many economists and policymakers had called
them alarmist for predicting that debt would grow so
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much, but in fact, she said, some countries have had much
bigger increases.

It was the paper they presented at the January 2010 AEA
meeting that was to prove more controversial. Many econo-
mists had been skeptical of the 90 percent tipping point—
especially for countries like the United States that borrowed
in their own currencies. Critics were also dubious about
whether debt caused the growth slowdown or vice versa.
In any event, the paper became part of the intense political
debate over austerity versus stimulus—although it took no
position on either—cited by politicians and others advocat-
ing reduction in government deficits.

The University of Massachusetts economists claimed the
paper, “Growth in a Time of Debt,” had analytical flaws and
that it selectively excluded available data and used uncon-
ventional techniques to weight statistics. That touched off a
severe round of criticism from those who support stimulus
during this period of slow economic growth—including eco-
nomic pundits, even late-night talk show hosts.

Reinhart and Rogoff acknowledged in several statements
that they made a spreadsheet error, but said it did not affect
most of their calculations nor their central finding: that high
levels of debt become a drag on growth. They also said the
statistical weighting techniques were not unconventional
and bristled at the suggestion that they had omitted data to
strengthen their argument. The missing data, they said, were
not available or not fully vetted when they presented the first
version of the paper, but had been added to the database on
their website and to later iterations of the paper (including
an article in the AEAs Journal of Economic Perspectives in
2012 that tracked the debt-growth relationship for 200 years).
Their findings remained the same.

Fleeing Cuba

Reinhart called her early life a “typical American immigrant
story” Born Carmen Castellanos, she and her parents fled
what they perceived as an increasingly dangerous situation
in Cuba in 1966. Initially, she said, her middle-class family
had felt no immediate threat from the 1959 revolution led by
Fidel Castro that overthrew dictator Fulgencio Batista.

But as time elapsed “what was a fairly chaotic initial period
became more organized; it was clear that repression came
hand in hand with greater organization”

Her brother, 11 years her senior, “got in trouble for saying
something that was considered antirevolutionary” and left
a year before the rest of the family. He eventually settled in
Pasadena, California, where she and their parents joined him.

It was a rough initiation to a new land—their white-
collar existence became decidedly blue collar. Her father, an
accountant for a brewery in Cuba, traded an eyeshade for a
hammer and became a carpenter. Her mother, who had not
worked outside the home, became a seamstress “working on
draperies—not clothing, but draperies. To this day I have a
fascination with draperies. I can’t walk into a room without
noticing them,” Reinhart said.

The move was particularly hard on the 10-year-old girl.
Within 60 days of her arrival, Reinhart contracted rheumatic
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fever: “My whole left side was paralyzed . ... 'm left-handed, so
saying that the left-hand side was paralyzed is not trivial. And it
took me a while to really overcome that. I lost a year in school,
and between the trauma of all that and the fact that my English
was virtually nonexistent, it wasn't exactly a smooth transition.”
But she settled in, made friends, learned English, and began
to do “really well in school,” only to be uprooted again four years
later when the family moved from Pasadena to south Florida to
be closer to relatives who had recently emigrated from Cuba.
The relocation permitted the encounter at Miami Dade that
shifted her interest from fashion to finance and economics.
Reinhart moved on to Florida International University,

What | really liked was getting my
hands around an idea.

where she met Peter Montiel, an instructor who was finishing
up his Ph.D. from the Massachusetts Institute of Technology.
Montiel, now an economics professor at Williams College,
guided her through her course work. “It became clear to me I
really wanted to continue in graduate school,” Reinhart said.

Montiel, who is also Cuban, said he returned to Miami to
teach Cuban students who for cultural and family reasons
usually did not leave home to study. Florida International
was a public university full of such bright students who could
have studied anywhere. And of them, Reinhart, he said, was
the “star” Montiel remembered that she was “intellectually
curious and had a great capacity for hard work. She did what-
ever she needed to do to learn”

She graduated in 1978 and headed to Columbia
University—a decision driven as much by her mother’s
worries about her unmarried daughter leaving home as by
Columbia’s star-studded faculty. “I was sort of brought up in
the style of fifteenth-century Spain,” she noted. There were
cousins in New York “who could keep an eye on me”

At Columbia she met her husband, Vincent R. Reinhart,
who has held top positions at the Federal Reserve Board and
is now chief economist at the giant financial services firm
Morgan Stanley. They have collaborated on a number of
papers over the years.

In 1982, after receiving two master’s degrees in econom-
ics and completing the examinations required for a doctor-
ate, Reinhart abandoned academia to become an economist
at Bear Stearns, a midsize investment bank that a quarter
century later became an early casualty of the global financial
crisis. She had just gotten married and wanted to earn decent
money, plus she had had a long fascination with financial
markets. Within three years, she was chief economist.

But by 1986, she was frustrated, she said, and realized the
life of an investment bank economist was not for her. “What I
really liked was getting my hands around an idea—what one
would call in our jargon a research topic—and then trying to
do something with it” But on Wall Street, “you didn't really
have time to go deeply because you had to move on to the
next day’s topic and the next day’s topic and so on” So she
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returned to Columbia and quickly finished her dissertation
under the guidance of Nobel Prize winner Robert Mundell.

Then it was on to the IME She had arrived at Bear
Stearns just before the start of the Latin American sover-
eign debt crisis, and from there was fascinated by the IMF’s
role in trying to solve the years-long crisis. “I wanted to
try policy.” It was the first of two stints at the international
financial institution, where she started as an economist in
the Research Department.

She wrote several important papers, including the contro-
versial Latin American capital flow analysis with Calvo and
Leiderman in 1993. When judged by citations (as counted by
Google Scholar), the paper that has had the most impact on
the profession was one first drafted in 1995 with Kaminsky
and published in the American Economic Review in 1999.
“The Twin Crises: The Causes of Banking and Balance of

Payments Crises” found that problems in a country’s bank-
ing sector typically came before a currency crisis, which then
made the banking crisis worse. And both came after a long
economic boom that was “fueled by credit, capital inflows,
and accompanied by an overvalued currency” The first draft
was done just after the 1994 Mexican collapse. By the time
the paper was published, several Asian countries had severe
financial crises. The paper basically laid out “why a banking
sector problem like what Thailand had [in 1997] will under-
mine the exchange rate and a banking crisis will morph into a
currency crash,” she said.

“Twin Crises” also explored the antecedents of a crash—
indicators whose behavior might predict a crisis, which she
and Rogoff would study more thoroughly in This Time Is
Different. And it also sparked Kaminsky’s and Reinhart’s
interest in contagion. Most researchers then believed that
crises spread from one country to another via trade links.
In their paper “On Crises, Contagion, and Confusion,”
“Graciela and I were saying, ‘I think the finance links are
the big story here, and the issue with common bank lend-
ers” She said she saw a replay of the 1982 start of the Latin
debt crisis, when banks (mostly U.S.) cut off lending not
just to Mexico but to all Latin America borrowers. “It was
the same story repeating itself in Asia,” following Thailand’s
collapse, except the banks were Japanese. “They start rebal-
ancing their portfolio risk, and pulled out of Korea, pulled
out of Indonesia”

In 1996, Reinhart left the IMF and joined Calvo—then at
the University of Maryland. It would be her academic home
until 2010, when in quick succession she went to the Peterson
Institute for International Economics and then to Harvard.

She returned to the IMF in 2001, enticed by Rogoff to be
his deputy shortly after he was named chief economist and
director of the Research Department. And it was at the IMF
that the two hatched the idea for This Time Is Different. The
thesis had a long gestation period—back as far as the 1993
paper with Calvo and Leiderman, when Reinhart first con-
fronted the “This Time Is Different Syndrome.” The three
economists posited that capital flows were not a new phe-
nomenon, were the result of external factors, and could be
reversed quickly. “The pushback we would get was, you

know, this time is different. . . . It's not like the late 1970s It
was the same in Asia several years later, when many scoffed
at the threat of large external deficits and capital inflows. The
general belief in Asia was that financial crises “do not happen
here. They happen in Latin America,” Reinhart said.

Their ideas were further crystallized in a paper she
and Rogoff wrote in 2003 with IMF colleague Miguel A.
Savastano. In “Debt Intolerance,” they found that although
debt problems and defaults were thought to be “the domain
of emerging markets,” advanced economies had a similar
history “going back to the fifteenth century” Before they left
the IMF in 2003, Reinhart and Rogoff decided that this line
of work merited a book rather than a paper. But it was not
until 2006 that they began to work in earnest to build on the
research theyd done over the years.

Reinhart said her investigative efforts were three-pronged.
“Day in and day out” she scoured “the Web for references and
sources of data,” including finding one price researcher who
collected ancient information from a monastery’s records.
She constantly searched AbeBooks, an online font of rare and
out-of-print books with sources in the United States, Great
Britain, and Canada. “For a long time I'd have daily ship-
ments arriving at my house” And she became a fixture at the
library of the Federal Reserve, where her husband was direc-
tor of the division of monetary affairs at the time. The Fed
library was a repository of many obscure economic statistics.

Her husband “miraculously” put together from numerous
sources a comprehensive set of almost all the economic data
the League of Nations had published. It was her Valentine’s
Day present that year.

If finding data was painstaking, so was organizing it. “I can’t
overemphasize what challenges that poses.” She recounted one
3 a.m. adventure “counting the number of zeros” in countries
that had experienced hyperinflation. “It’s a nightmare”

But the hard work paid off, resulting in This Time Is
Different. The AEA papers in 2008 and 2009 had sparked
so much interest that their publisher, Princeton University
Press, pushed them to finish. As a result, the book came out
in 2009, but with a thorough treatment only of banking and
debt crises. They did not have enough time to do as complete
as examination of “inflation crises, and currency crashes, and
capital controls,” she said. A fuller treatment of those issues
is grist for another book Reinhart and Rogoftf are planning.

That volume is likely to provide further evidence that the
economics profession spent too much time theorizing based
on data that were too narrow and too recent and, by giving
history and data short shrift, in the main missed the most
devastating economic crisis in 75 years. W

James L. Rowe Jr. is a Senior Editor on the staff of Finance &
Development.
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women
at Work ...

NE of the most dramatic developments in the

20th century was the entry of women into eco-

nomic and political spheres previously occupied

almost exclusively by men. Although women are
making progress in eliminating gender disparities, they still
lag men in the workplace and in the halls of government.
These gaps are found throughout the world, but are par-
ticularly pronounced in developing economies. So far, the
greatest success has been in reducing education and health
disparities and the least in increasing women’s economic and
political influence. Renowned scholars, leading institutions,
global businesses, and a growing range of nongovernmental
organizations stress the benefits of further reducing gender
inequality to allow women to realize their full potential in
economic activities and in civic life.

Getting the job done

This issue of Feé»D examines women at work. It analyzes
various aspects of women’s work experience—the gains that
women have made in equalizing job opportunities and lead-
ership roles and the challenges they still face to achieve genu-
ine equality.

The first of the four feature articles, “Different Sight
Lines,” by Ann Mari May, shows how the rising proportion
of women in economics may begin to alter the profession’s
views on policy questions. A survey of a random sample
of male and female members of the American Economic
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Reductions in gender disparity
don’t translate to equal
opportunity

Association who received doctoral training in the United

States found that while these economists share core views
on economic methodologies and principles, women econo-
mists are much more likely to favor government intervention
to equalize income distribution in the United States and to
link import openness to export partners’ labor standards.
May sees these findings as consistent with studies that show
women in the general population are more supportive of aid
for those who are poor, unemployed, and sick.

In “Women in Charge,” Rohini Pande and Petia Topalova
focus on women’s significantly smaller representation in
political leadership positions compared with men and sug-
gest ways to increase women’s political voice and aspirations.
They note that, not without controversy, many countries have
sought to increase women’ political leadership by instituting
quotas for women’s political participation. India is one such
example, where, following a constitutional amendment in
1993, one-third of the seats at every level of government have
been reserved for women. The authors interviewed a random
sample of households in West Bengal, India, and found that
repeated exposure to female leaders at the local level led to a
dramatic improvement in voters’ perceptions of their effec-
tiveness. As a result of the quotas, women were better able
to compete in village council elections in places that had
been, but were no longer, reserved for women, suggesting
that electoral change can come through changed perception
of women’s leadership potential. Their third finding was that
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the presence of female leaders increases parents’ aspirations
for their daughters without diminishing their ambitions for
their sons. Girls’ aspirations also rose: they were more likely
to seek a career and delay marriage.

The third article, “Ready to Bloom?” by Mark Blackden
and Mary Hallward-Driemeier, highlights the role of entre-
preneurship in allowing women in sub-Saharan Africa to
grow their own businesses—and the remaining barriers to
their economic success. The authors draw on two recent
World Bank studies, which suggest that gender gaps in eco-
nomic opportunities stem less from whether women work
than from differences in the types of activities women and
men pursue. African women are more likely to participate in
the labor force and are more active in nonagricultural entre-
preneurial activities than women elsewhere in the develop-
ing world. But they are much more likely than African men
to work in the informal sector, in smaller enterprises, and in
traditional women’s industries, activities that tend to pro-
duce lower economic returns. They conclude that increasing
economic opportunities for women entails enabling them to
move into higher-return activities.

Lily Fang, in “Connections on Wall Street,” highlights the
stubbornly slow progress of women in the business world,
which she attributes to women benefiting less from social
connections than men. After examining a large sample of
data from Wall Street on male and female analysts’ perfor-
mance, she finds that female analysts today are more likely to
have graduated from an Ivy League college, are equally well
connected in terms of sharing school ties with the senior offi-
cers in companies they cover, and are just as likely to become
Wall Street “all-stars” For women, forecast accuracy is an
important measure of their performance, while connections
do not matter. For men, however, the opposite, holds. Fang
concludes that while women are increasingly demonstrating
their mastery of business skills, overcoming subjective barri-
ers to top jobs remains slow.

Far from fair

These articles suggest that women are making progress in
closing gender gaps in the economic and political spheres
but that they are still far from achieving equity. These stud-
ies provide guidance for the design of policies to tap the full
potential of women.

The increasing influence of female economists may help
shape policy to emphasize a continued or even strength-
ened role for government to regulate business activities,
redistribute income through fiscal policies, and provide a
social safety net to the disadvantaged. Notwithstanding the
success of the Indian experiment, women still often lack a
voice in the political process. The proportion of seats held
by women in their national parliaments is still less than 20
percent overall, and remains especially low in the Middle
East and North Africa, an area undergoing change to more
representative governments. However, the jury is still out on
some fundamental issues. For example, current critical stud-
ies suggest that the relationship between gender inequality
and economic growth is not as clear-cut as earlier analysis
suggested and requires further investigation (for example,
Duflo, 2012).

For international financial institutions, the advice they
provide in surveillance and technical assistance and condi-
tions they set in lending can draw an awareness of the ben-
efits of closing gender gaps (see “Empowering Women Is
Smart Economics,” Feé»D, March 2012). There are many ways

these institutions can offer support, be it through assistance
in reforming tax and financial legislation to ensure equal
rights for women; helping design a social safety net that fac-
tors in the disproportionate poverty of households headed by
women, reflecting in part their relative lack of job opportuni-
ties; or simply ensuring that women’s voices are heard (see
“Budgeting with Women in Mind,” Fe»D, June 2007).

This special issue of F&D also includes a Straight Talk col-
umn on women at work by IMF Managing Director Christine
Lagarde—one of the most powerful women in the world,
according to Forbes magazine—and short interviews with
prominent women in economics and business from around
the world on what led to their current success. W

Janet G. Stotsky is an Advisor in the IMF’s Office of Budget
and Planning who has been researching the economics of
gender since the mid-1990s.
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U.S. economists’ views vary by gender, with potential
implications for national policymaking

Ann Mari May

OMPANIES with female board members routinely

outperform competitors whose boards include no

women, according to a recent study by the Credit

Suisse Research Institute. Growing interest in the
subject of gender diversity on corporate boards and in gov-
ernmental policymaking positions has produced a powerful
and expanding literature and generated lively debate about
the benefits of gender diversity.

How and why does providing gender balance in deci-
sion-making teams enhance group decision making and
outcomes? Suggestions abound. Most compelling are the
findings of Columbia University psychology professor
Katherine Phillips and colleagues (2011), who examined
the impact of greater diversity in teams and found that indi-
viduals are, on average, likely to do more preparation for any
exercise if they know it will involve working with a diverse,
rather than a homogenous, group. The researchers explain
that a wider range of alternatives are likely to be debated in a
diverse group, that diversity encourages people in the major-
ity to think more critically about the issues on which they are
working, and that a diverse group will more likely generate
better results than a homogenous one.

Gender diversity is now not just an issue of fairness, but also
one of performance and outcomes. The question is no longer
whether gender diversity matters, but how it can be achieved.

Belief in the benefits of improved gender balance in eco-
nomic policymaking is predicated, at least in part, on the
notion that male and female economists may indeed hold
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different views on economic policy—an assertion largely
untested until now.

Although studies of the economics profession have shown
a fair degree of consensus on a variety of policy questions,
the profession’s demographics have been changing. Whereas
women received only 19.8 percent of U.S. doctorates in eco-
nomics in 1988, by 2011 women were awarded 34.4 percent
of such degrees. Given these changes, gender differences in
views on economic policy, if they exist, may begin to have
significant implications for policymaking.

Core beliefs

We surveyed a random sample of male and female members
of the American Economic Association who received doc-
toral training in the United States. After controlling for the
decade in which subjects received their Ph.D. degrees and
type of current employment, our survey found some simi-
larities but also important differences in the views of these
economists, breaking along gender lines. In fact, for most
questions, gender was the only factor leading to a significant
difference of opinion.

Perhaps not surprisingly, our statistical analysis showed
a consensus in the views of male and female economists on
economic methodology and core principles. Most economists
agreed with the notion that individuals are utility maximizers
and with the assumption of unlimited wants—two long-stand-
ing principles in economic doctrine—and that mathematical
modeling should be an important part of economics.



A bit surprising was the finding that economists also
agree that research on households should include intra-
household decision making. This finding reflects the grow-
ing influence of research on household-bargaining models
that explicitly recognize the potential for conflicting inter-
ests within a household.

Our conclusion? Male and female economists start from
the same assumptions about how people behave and how
to approach the study of economics, and the views of both
groups have evolved to recognize both cooperative and com-
peting interests within the household.

Divergent views

Despite shared academic training and similar views about
core precepts and methodology, male and female economists
showed significant differences in their support for market
solutions rather than government intervention.

Economists as a group typically skew toward market solu-
tions as an efficient means of allocating resources. Yet the
male economists in our study were more likely, on average,
than were the female economists to see government regula-
tion in both the European Union and the United States as
excessive. The men were also more likely to agree that par-
ents should be given education vouchers for either public or
private schools rather than having to rely on government-
funded public schools.

We found rigorous statistical evidence of differences in
the views of male and female economists regarding redis-
tribution and other so-called compassion issues. Women
showed far more support for making the distribution of
income in the United States more equal and the U.S. tax
structure more progressive. They also favored linking
import openness to labor standards of export partners and
were more likely to agree with the statement that employers
in the United States should be required to provide health
insurance to their full-time employees.

Overall, our findings are consistent with studies identifying
gender gaps in the general population on compassion issues:
aid to the poor, unemployed, and sick. But our results reveal
a great deal about the economics profession as well. Women
surveyed were more likely to accept government intervention
to address social inequities, such as inadequate access to health
care and poor labor standards, while male economists assigned
greater weight to the dangers of government intervention, such
as the potential for an increase in the minimum wage to raise
unemployment rates among unskilled workers.

Most startling were the strongly divergent views among
male and female economists surveyed on questions of gender
equity in general and in the profession itself. Women were
far more likely than men to disagree with the statement that
job opportunities for men and women in the United States
are approximately equal. When asked about the gender wage
gap, men were far more likely than women to believe that it
is explained by differences in human capital (training and
skills) and voluntary occupational choices.

When evaluating gender equity in the economics pro-
fession, male economists were decidedly more sanguine

than women. Asked if graduate education in the United
States favors men over women, women were far more likely
to believe that it does. Similarly divergent were the views
of male and female economists about opportunities for

Growing numbers of female
economists will help shape policy
debates in the years to come . . .
and are also likely to change the
dynamics of how we arrive at policy
outcomes.

economics faculty members. Women were far less likely to
view the opportunities for women in economics as commen-
surate with those of their male colleagues.

Economic policy

Growing numbers of female economists will help shape pol-
icy debates in the years to come. Not only will their views—
the fact that they are less willing than their male peers to see
inequities as inevitable and more likely to explore alternative
mechanisms to shape public policy—affect policy. Women
economists are also likely to change the dynamics of how we
arrive at policy outcomes. The increasing presence of women
economists is likely to contribute to an environment in which
individuals expect differences in perspectives and work
harder to assimilate different ideas.

As former U.S. President Bill Clinton said, “We make the
best decisions when we talk to people who know things we
don’t and understand things differently” Ultimately, we hope
our differences will result in better policy. ll

Ann Mari May is Professor of Economics at the University of
Nebraska—Lincoln.

This article is based on Ann Mari May, Mary G. McGarvey, and Robert
Whaples, 2013, “Are Disagreements among Male and Female Economists
Marginal at Best? A Survey of AEA Members and Their Views on
Economics and Economic Policy,” Contemporary Economic Policy. doi:
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A policy
experiment in
India suggests
that placing
female leaders
in positions

of power can
dramatically
change public
attitudes

@

Rohini Pande and Petia Topalova

N her opening address to the United

Nations Fourth World Conference

on Women in 1995, Aung San Suu

Kyi said: “There is an outmoded Bur-
mese proverb still recited by men who wish
to deny that women too can play a part in
bringing necessary change and progress to
their society: “The dawn rises only when the
rooster crows’ But Burmese people today
are well aware of the scientific reasons be-
hind the rising of dawn and the falling of
dusk. And the intelligent rooster surely re-
alizes that it is because dawn comes that it
crows and not the other way round.”

The Conference resulted in the 1995
Beijing Platform for Action, compelling
governments to enact legislation to include
women at all levels of power and decision
making, including parliaments.

A policy experiment in India did just
that, dramatically increasing the political
representation of women at the local gov-
ernment level through quotas. We exam-
ined this trial and concluded that once
women are in charge, they can significantly
change public attitudes and dispel the
belief that the dawn doesn’t rise unless the
rooster crows.
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Women line up to vote in local elections, Srinagar, India.

Gender gap

Although the World Economic Forum’s 2012
Global Gender Gap Report showed greater

equality between the sexes in human capital
investments and economic opportunities,
female underrepresentation persists in politi-
cal leadership positions and in the highest-
paid jobs. UN Women (2011) reported that
in 2011, only 19 percent of parliamentar-
ians worldwide were women, and a woman
headed the government in only 19 countries.
The numbers are even lower in big business:
on the Fortune 500 2012 list, women held
4.2 percent of chief executive officer (CEO)
positions. (See Chart 1.)

Both supply- and demand-side explana-
tions have been offered. Preexisting social
norms and gender stereotypes serve to bias
bosses and voters against appointing women
as leaders (Huddy and Terkildsen, 1993; Eagly
and Karau, 2002). Lack of exposure to female
leaders, in turn, perpetuates biased percep-
tions of women's effectiveness in leadership
roles. Women themselves might not believe in
their ability to lead, since they rarely see other
women succeed in such positions. They may
also leave high-power career tracks to have
children (Bertrand, Goldin, and Katz, 2010).
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Quota system

Today more than a hundred countries have chosen to respond
to gender disparities in the political arena by instituting
quotas for women, and a nascent movement in Norway has
spread to other European countries, instituting quotas for
women on corporate boards. Both initiatives have met with
controversy. While debate over board membership is mainly
about whether quotas will reduce efficiency, debate in the
political arena focuses on concerns that quotas for women
may actually crowd out other disadvantaged groups and that
women’s policy preferences, which may differ from those of
men, may lead them to change the status quo, undermining
the privileges of some groups.

Those who promote quotas see them as having societal ben-
efits that justify some short-run distortions. They hope female
leaders will bring about long-term changes in womenss status in
society by changing perceptions of their capabilities. The first
women who become leaders may also shape parents’ and chil-
dren’s beliefs about what women can achieve, helping to close
the gender gap in other areas of life. Yet we still know very little
about how effective quotas are. Can a public policy that forcibly
changes the gender balance in leadership really influence voters’
belief systems? Can it lead to an acceptance of women as lead-
ers? And can it improve girls’ confidence and increase their aspi-
rations to study, have a career, and become a leader?

Policy experiment

In an unprecedented effort to increase women’s political
voice, India amended its constitution in 1993 to reserve for
women one-third of the seats at every level of local govern-
ment. The quota dramatically raised the number of women
among local leaders, from fewer than 5 percent in 1992 to
close to 40 percent in 2005. The way the quota was imple-
mented allowed our research team to conduct a very clean

Chart 1

Women leaders

Female underrepresentation persists in political leadership positions and high-paying

jobs.
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evaluation of the system’s effectiveness. We focused on West
Bengal; there, as in most Indian states, one-third of village
councils were randomly selected in every election to reserve
the position of chief councilor, or pradhan, for a woman.

The fact that villages were selected randomly ensured that
any difference observed across the reserved and unreserved
councils after implementation could be confidently inter-
preted as the causal effect of having a female leader. Moreover,
there were concurrent reservations for historically disadvan-
taged caste and ethnic groups. This meant that between the

Mandated exposure to female
leaders helped voters understand
that women can be competent
leaders.

system’s implementation in 1998 and our data collection in
2007, a village council could have been reserved for a female
leader once (in 1998 or 2003), twice (in both 1998 and 2003),
or never. This gave us the opportunity to study the impact of
different lengths of exposure to a female leader.

We surveyed households in 495 randomly selected vil-
lages in Birbhum, a largely rural and poor district about
200 kilometers from Kolkata. We interviewed separately
one male adult, one female adult, and all adolescents (ages
11 to 15) in each of the roughly 7,000 sample households.
We asked respondents detailed questions about their edu-
cational attainment and how they use their time. We also
asked them to evaluate their pradhans and a set of hypo-
thetical leaders. Parents had the chance to discuss the
aspirations they held for their children, while adolescents
reported their hopes for themselves. Along with the sur-
vey, we collected data on who was elected
in May 2008 as pradhan in six districts in
West Bengal and on those elected as vil-
lage council members in our study district
of Birbhum.

Changing perceptions

Our first finding was that female leaders
dramatically changed voters’ perceptions
of the effectiveness of women in leadership
roles; however, this change happened only
after repeated exposure.

In a paper published with our coauthors
in The Quarterly Journal of Economics
(Beaman and others, 2009), we demonstrate
that mandated exposure to female leaders
helped voters understand that women can
be competent leaders. To tease out voters’
attitudes toward female leaders in general,
we asked villagers to listen to a recorded
speech delivered by a village councilor dur-
ing a village meeting. Half of the respon-
dents heard a female voice deliver the speech
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and the other half heard a male voice. We then asked the
respondents to rate the pradhan based on the speech. We also
read each respondent a vignette about a hypothetical leader
making decisions about future investments and, again, varied
randomly the gender of the leader depicted in the story.

There was a sizable gap in how voters perceived the effective-
ness of a leader, based simply on the leader’s gender. In villages
that had never had a woman pradhan, the hypothetical female
leaders were rated as significantly less effective than the males
(see Chart 2). However, among male voters who had observed
at least one female leader as a result of the quota system, this gap
disappeared—in fact, if anything, these male villagers rated the
hypothetical female leader higher than the identical male leader.

Survey data showed that voters' perception of their own
leader followed a similar path. The first time villagers experi-
enced a woman leader, they were more critical of her than of
her male colleagues. This likely reflects the inherent prejudice
against women in leadership roles, because along all objective
measures, female leaders performed as well as men, if not better.
By the time villagers were exposed to a woman pradhan for the
second time, they rated her on par with her male counterparts.

However, while voters’ beliefs about efficacy were malleable,
their preferences for male leaders were not. Applying a widely
used tool in the social psychology literature, we conducted a
series of computer-based Implicit Association Tests. We mea-
sured the extent of gender-related stereotypes for occupa-
tion, as well as the preference for leaders of different genders.
Similarly to the results from the speech and vignette experi-
ments, exposure to female leaders significantly reduced male
villagers' gender stereotypes, as captured in the strength of
their association of leadership activities with men. However,
there was no effect on respondents’ preference for their leader’s
gender. Men exhibited both implicit and explicit preferences
for male leaders, and their distaste for female leaders did not
lessen as a result of being exposed to women pradhans. Even

Chart 2

Changing minds

Indian voters perceive women leaders as less effective, but this
bias diminishes with exposure to female leaders.
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Source: Authors' calculations and Beaman and others (2009).

Note: "Never reserved" refers to villages that have never been reserved for a female pradhan.
"Ever reserved" refers to villages that were reserved for a female pradhan in the 1998 and/or the
2003 local government elections.
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a rooster who understands the science of dawn and dusk may
still want to be the only one who crows.

Despite the lack of change in deep-seated social norms,
women faced significantly better prospects in elections open
to both genders as a result of the quotas. Women were much
more likely to compete in 2008 village council elections in
places where the pradhan position had been, but was no lon-
ger, reserved for women. Almost twice as many women ran
for and won these positions where the pradhan seat had been
reserved for women in the previous two elections, relative to
councils that had never reserved seats. The share of female
pradhans was 11 percent in councils where the pradhan
position had never been reserved and 18.5 percent in coun-
cils that were continuously reserved for a woman pradhan
between 1998 and 2007. These electoral results suggest that,
even though deep preferences and social norms may be dif-
ficult to change, mandated exposure to female leaders helped
voters understand that women can be competent leaders, and
they then voted based on this changed perception rather than
on preference.

Raising aspirations

Our third and perhaps most important finding was that
female leaders raised the aspirations parents have for their
girls and the aspirations teenage girls have for themselves.

We used survey questions to measure aspirations in four
areas: desired educational attainment, desired age of marriage,
preferred occupation at the age of 25, and desire to one day be
elected pradhan. Our findings, published in Science (Beaman
and others, 2012), show that in areas that were never exposed
to a female leader, there was a large gap between what par-
ents wanted for their boys and for their girls. For example,
these parents were almost 50 percent less likely to state that
they would like their girl to graduate or study beyond high
school relative to their boy. However, in villages that had a
female leader for two election cycles, the gender gap in aspi-
rations decreased perceptibly (see Chart 3). Parental aspira-
tions for boys did not change, so the entire decline in the gap
is driven by greater hopes for girls. Similarly, the aspirations
of adolescents themselves were affected by the presence of a
female leader for a second cycle. In villages where positions
for female leaders were not reserved, boys were more ambi-
tious than girls, although the gender gap was less pronounced
than among the parents. Repeated exposure to female leaders
shrank this gap by raising the aspirations of girls. In villages
that were reserved in both 1998 and 2003, adolescent girls
were more likely to want a career and delay marriage.

This rise in aspirations for girls was accompanied by real-
world improvements in educational attainment and time use.
Boys began with a slight advantage relative to girls in terms
of probability of attending school, ability to read, and grade
completed; however, this gap was entirely erased in areas with
female leaders for two electoral cycles. Girls also spent less
time on household chores. In never-reserved villages, girls
spent almost 80 minutes more than boys on domestic chores,
whereas in villages reserved twice, the difference between
girls and boys was one hour.



There are two possible channels through which female lead-
ers can change the aspirations of girls: by undertaking policies
that make it easier for women to succeed, or simply by providing
a role model of a successful woman. It is very likely that these
two effects coexist, and empirically it is almost impossible to dis-
tinguish between them. In the particular case of India, we find
reasonable evidence to suggest that female pradhans did not
have sufficient power to greatly influence the educational and
career prospects of women in their villages. Therefore, the most
important channel through which female leaders affected par-
ents’ and girls’ aspirations is likely the role model effect.

Lessons learned

Indias experience demonstrates that putting women in
leadership positions can catalyze change. Although the first
generation of women leaders may encounter significant
prejudice, their presence causes voters to realize that women
have the ability to lead effectively, thus paving the way for
others to go farther. Also, female leaders’ impact reaches
beyond their ability to alter the situation through direct
policy actions, into the realm of aspirations, which may lead

Chart 3

Dreaming bigger

Exposure to female leaders boosts parents’ and girls’ aspirations
and girls’ achievements, reducing the difference between boys
and girls.

(difference between aspirations/educational attainment of boys and girls,
standard deviation)

Parents’ aspirations
0.8

0.6
0.4
0.2

0! 1 1 1
Never reserved Reserved once Reserved twice

Teenagers’ aspirations
1.0

0.5

Never reserved Reserved once Reserved twice

Teenagers’ educational outcomes

-0.08

-0.16"' 1 1 . 1
Never reserved Reserved once Reserved twice

Source: Beaman and others (2012).

Note: "Never reserved" refers to villages that have never been reserved for a female pradhan.
"Reserved once" refers to villages that were reserved for a female pradhan either in the 1998 or
the 2003 local government elections. "Reserved twice" refers to villages that were reserved for a
female pradhan in both the 1998 and 2003 local government elections.

to enduring change. Female leaders can serve as role models
for future generations, shaping parents’ and children’s beliefs
about what women can achieve. This role model effect can
help close gender gaps in other realms because, as we've seen,
higher aspirations translate into greater actual investments in
girls by their parents and themselves.

Changing societal norms is not, however, a case of quickly
showing that the rooster’s crow doesn’t raise the sun, and
banishing a false belief forever. It took 10 years of mandated
reservations for women to bring about the changes we saw.
After one electoral cycle, some of these changes were non-
existent or barely perceptible. Policy that is not kept in place
may lose its grip on a population, giving way to old biases.
Our findings suggest that achieving gender equality in lead-
ership—and, possibly, the workforce—will require sustained
policy actions that favor women over a long time. W
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Mark Blackden and Mary Hallward-Drie

Employment
in high-return
activities is
the pathway
to economic
empowerment
for African
women

Chart 1

Where women and men work

Women are more likely to be working and to be entrepreneurs in sub-Saharan Africa than
elsewhere in the world.
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ANZANIAN businesswoman Dina

Bina has been running and promot-

ing Dina Flowers Company Ltd. for

over a decade. She emphasizes cus-
tomer care: “You should go out of your way to
do something extra” It paid off for her when
she was offered a contract to help do the land-
scaping at Dar es Salaam International Air-
port. When her husband, Mwita Bina, saw
how the company was thriving, he left his own
job to join Dina Flowers and is now its chief
financial officer. “We went into the flower busi-
ness because of Dina,” he says. “She noticed an
opportunity, because there were hardly any
florists in town” Mwita’s salary provided the
start-up capital for Dina Flowers. Of his wife’s
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Note: SSA = sub-Saharan Africa, EAP = East Asia and the Pacific, ECA = Europe and central Asia, LAC = Latin America and the
Caribbean, MNA = Middle East and North Africa, and SAR = South Asia.
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success, Mwita says, “I suspect there are a lot
of men who would be threatened. But I am not
one of those. For us it's worked well in that we
really complement each other”

As the story of Dina Flowers (Cutura,
2007) illustrates, women’s success in busi-
ness depends on the convergence of many
factors, including a market opportunity, ade-
quate financing, entrepreneurial and techni-
cal skills, and networking. These matter for
men’s businesses too, but evidence shows that
women often face greater obstacles in access-
ing them. And, especially for women, fam-
ily support can be critical. In fact in several
countries, husbands can legally deny their
wives permission to work, sign a contract, or
even open a bank account.

Two recent World Bank studies focusing
on women’s economic opportunities in sub-
Saharan Africa examine where women and
men work, how women’s businesses perform
compared with mens, and the economic and
legal obstacles women must overcome if they
are to expand their economic and entrepre-
neurial activity (Hallward-Driemeier and
Hasan, 2013; Hallward-Driemeier, 2013).

These studies find that gender gaps in eco-
nomic opportunity in the region stem less
from whether or not women work than from
differences in the types of activities women
and men pursue. Women are much more
likely to work in the informal sector, in smaller
enterprises, and in traditional industries such
as garment making and food preparation—all
of which tend to pay lower returns. Expanding
women’s economic empowerment is about
enabling more women to operate in activities


http://www.youtube.com/watch?v=4mOx27_rWY0
MMartin@was.int.imf.org
watch

http://www.imf.org/external/pubs/ft/survey/so/SinglePodcastHighlight.aspx?podcastid=252
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that offer higher returns. This requires addressing constraints
on women’s access to assets, expanding women’s financial and
managerial training, and involving more women in the policy-
making environment.

Women in sub-Saharan Africa work. Few can afford not to.
Nationally representative labor force and household survey
data from over 100 low- and middle-income countries show
that women’s labor force participation rates are higher in sub-
Saharan Africa than in any other region (see Chart 1).

In sub-Saharan Africa, women are particularly active as
entrepreneurs. However, they are disproportionately self-
employed. Women make up 40 percent of the region’s nonag-
ricultural labor force, but account for nearly 50 percent of the
self-employed (see Chart 2)—the highest share in any region.
By contrast, women represent only one-fourth of the region’s
employers, a share that does not change much with a coun-
try’s level of development and is mirrored in all other regions
except the Middle East and North Africa, where there are even
fewer women employers, about 12 percent. In general, as a
country’s income increases, women’s share in wage employ-
ment rises dramatically.

Education and opportunity

The extent to which entrepreneurship represents opportunity
varies with a country’s level of development and an individu-
al’s education. Dina and Mwita Bina in Tanzania are both well
educated, which facilitated their success in the business world.

One way to look at this is to compare the levels of education
between different categories of employment. In virtually all
countries, wage earners have more years of education on average
than those who are self-employed (see Chart 3, which shows the
pattern for women—a similar pattern is observed for men). The
gap in education between wage earners and the self-employed is
greatest in low-income countries and where self-employment is
higher, namely in sub-Saharan Africa. This suggests that wom-

Chart 2

Salary women

Women’s share of wage work rises with income as women’s
representation in self-employment falls.
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Owning or controlling

One challenge when looking at data is how to identify a
“woman’s” business—one that has female ownership or
decision-making control. In the World Bank’s Enterprise
Surveys, respondents are asked whether “any of the princi-
pal owners” are women. In a follow-up survey, in six African
countries, of companies that reported a woman among the
principal owners, one-third did not consider her a deci-
sion maker, and fully half did not consider her the primary
decision maker (Aterido and Hallward-Driemeier, 2011). A
broad definition of ownership but not of control or decision-
making power means that many enterprises are classified as
women’s businesses when men in fact run them. This can
lead to comparisons that mute potential gender gaps in the
constraints that entrepreneurs face.

en's high level of self-employment in sub-Saharan Africa is less a
reflection of strong opportunity in entrepreneurial activity than
of lack of opportunity for wage employment.

In high-income countries, wage earners are generally less
educated than employers (see Chart 3: most markers for rich
countries are in the lower left quadrant), but in low-income
countries the reverse is true (more markers in the upper right
quadrant). Indeed, the education gap for female wage earn-
ers and employers is greater than for male wage earners and
employers in low-income countries (blue circles above the
45-degree line). In low-income countries, few women work
for wages, and those who do are relatively more educated
than their male colleagues.

In low-income countries in sub-Saharan Africa, where men
are three times more likely to be in wage employment than
women, womens opportunities are concentrated in entrepre-
neurship. So to understand women’s economic opportunities, it
is useful to compare how women and men entrepreneurs per-
form, and how to expand the returns to this type of economic
activity.

We find, on average, that women’s businesses are less pro-
ductive than men’s, using “ownership” as the criterion for
identifying “women’s businesses” (see box). But once the
sector of the enterprise, its formality, its size, and its capital
intensity are taken into account, the gap disappears.

If a woman’s enterprise is defined more narrowly as one in
which a woman is the decision maker, there are wider perfor-
mance gaps in productivity and profitability. But the effects
of sector, formality, and size overwhelm gender differences.
Where gender differences are significant is in determining
where men and women work in the first place.

Sorting economic streams

The greater concentration of women in smaller firms, in
the informal sector, and in traditional women’s industries
shapes women’s opportunities and potential much more
than any differences based on gender. Better understanding
of why these gender-distinct patterns of economic partici-
pation persist is essential to building economic opportunity
for all in Africa.
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More opportunity for women is not about increasing their
economic participation itself, but rather shifting the type
of activities they undertake. To expand womens economic
empowerment in sub-Saharan Africa, more women must move
into higher-return activities.

The absence of significant gender-based barriers once
businesses are operating does not mean that there are no gen-
der-based obstacles to entrepreneurship. There is evidence
that barriers to entry into entrepreneurship present greater
obstacles for women than for men. Measures that improve
access to markets and to finance for smaller firms and those
in the informal sector would disproportionately help women
entrepreneurs. The spread of information and communica-
tions technology, and of mobile phones in particular, is one
such step: this technology provides information on prices,
easier access to customers and suppliers, and access to mobile
banking. However, women’s access lags men’s even in this
area (GSMA, 2010). Other steps to reduce barriers include
streamlining regulatory requirements (business registration,
licensing), curbing corruption, and facilitating the formaliza-
tion of small firms. But these steps will help women only if

Chart 3
Taking a chance

Entrepreneurship represents more of an opportunity for wealthier
and more educated women than for their poorer, less-educated peers.
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the legal protections afforded by the formal sector apply in
equal measure to men’s and women’s businesses, which is by
no means always the case.

Equal rights

Equal access to and control of assets are critical. Without
property rights or the ability to retain the returns of one’s
efforts, there is little ability—or incentive—to invest and
work hard. Yet it is precisely in the areas of property rights
and legal capacity that the law explicitly differentiates
between women and men in many countries.

We analyzed provisions in constitutions, international
conventions, and statutes that affect women’s property rights
and legal capacity in sub-Saharan African countries to map
out where, and in which areas of the law, women have the
same economic rights as men. We were surprised to find
that gender gaps in economic rights are not correlated with
a country’s level of income. That means a country will not
automatically become more equal as it grows; closing gender
gaps requires deliberate actions.

If gender gaps in economic rights persist, they affect
women’s opportunities, even as incomes rise. In richer
countries, more women move from self-employment to
wage work, but not necessarily to becoming an employer.
The share of women who are employers does not vary
with income. However, regardless of income, the stronger
women’s economic rights, the greater the share of female
employers. Controlling for income, women in countries
with unequal property rights and legal capacity (for exam-
ple, where a husband’s permission is needed to work or
enter into contracts or where customary law governs mari-
tal property and inheritance and is constitutionally exempt
from principles of nondiscrimination) were one-third less
likely to be employers (Hallward-Driemeier and Hasan,
2013). Addressing formal economic rights helps women
rise and run larger companies.

The Women’s Legal and Economic Empowerment Database
for Africa (Hallward-Driemeier and others, 2013) documents

where these gaps are—not only across countries, but also

across sources of law and types of statutes. Business regula-
tions rarely have gender-differentiated provisions. But these
laws and regulations all presuppose that the parties can enter
into contracts, move freely, and own property or control assets
in their own name. It is family, inheritance, and land laws that
define rights regarding legal capacity and property ownership.
And it is precisely in these areas of the law that gender differ-
ences, including outright discrimination, are most apparent
(see Hallward-Driemeier and others, 2013).

Dina Bina was fortunate that she did not need her hus-
band’s permission to set up her business and was able to
obtain start-up capital through her husband. In countries
where women do not have the same inheritance and land
ownership rights as men, they may lack collateral for bank
loans. Strengthening property rights thus improves women’s
access to finance, as do property registries that include mov-
able property; credit registries that capture women’s credit
and repayment histories, especially in the area of microfi-


http://www.worldbank.org/gender/womenleedafrica
www.worldbank.org/gender/womenleedafrica

nance; building human capital and financial literacy; and
developing financial products and mechanisms that specifi-
cally address women’s needs and constraints.

Gender gaps in years of schooling have been declining over
time, though they remain a concern in many low-income
countries. But beyond general education, specific management
skills, including financial literacy and the ability to set and
monitor performance goals, are important—for companies
and employees. Women are less likely to learn these critical
skills through formal programs or informal family networks
(Aterido and Hallward-Driemeier, 2013). But they certainly
benefit from such skills training. In the surveys we conducted,
women who scored as well as men on tests of management
skills ran businesses that were as successful as men’s.

and knowledge, particularly about economic rights; strength-
ening advocacy for reforms by educating and influencing
decision makers; and building partnerships among key stake-
holders to share experiences and strategies and to amplify the
voices of women in policymaking. Strengthening women’s
business associations is therefore a critical task, so that they
can help their members improve their business practices and
performance and also play a more active role in policy dia-
logue and lobbying for reforms.

Third, strengthening dialogue between the public and the
private sectors in projects to improve the business environ-
ment is one of the best ways to ensure that policy reforms
reflect the priorities of all stakeholders and will be imple-
mented. To date, however, women’s businesses and their

More opportunity for women is not about increasing their economic
participation itself, but rather shifting the types of activities they undertake.

It is critical for women to be active in business climate
reform, not only because they themselves are strongly
engaged as entrepreneurs, wage workers, and employers,
but also because the obstacles and constraints they face—
and their perspective—often are quite different from those
of their male counterparts. Women tend to have different
experiences of legal, regulatory, and administrative bar-
riers to economic participation. At the same time, they are
largely excluded from policymaking in the private sector
and from dialogue between the public and private sectors.
Consequently, women’s presence in the private sector, as
important economic actors in their own right, is not matched
by their representation in private policy- and decision-
making institutions. This exclusion is costly, not just to indi-
vidual women and their businesses, but to the economy as a
whole.

Women’s greater engagement in business climate reforms
can be supported in three key ways.

First, advocacy for policy reforms needs to be grounded
in solid, country-focused analysis of opportunities and con-
straints in the business environment and, specifically, of
how these differ for men and women. The importance of
evidence-based research and analysis as the foundation for
effective lobbying for policy change cannot be overstated.
Some policymakers and practitioners still have to be per-
suaded that addressing women’s issues in business is impor-
tant in its own right and that doing so can have valuable
payoffs for the business sector and the economy as a whole.

Second, women’s involvement in business associations
needs to be encouraged and strengthened. Such associa-
tions provide an important platform for advocacy, but many
women are not involved in mainstream dialogue and advo-
cacy and often lack the capacity and experience to undertake
this work effectively. Women’s business associations are at the
intersection of three key mechanisms for improving women’s
business opportunities: providing and sharing information

associations have been largely absent from such dialogue.
Gender inclusion can help ensure that women’s voices are
heard as investment reform priorities are developed and
implemented.

Dina Bina’s resume includes membership in various orga-
nizations, including the Tanzania Womens Chamber of

Commerce, and she attributes part of her success to network-
ing. “It is good to be part of an association, and I am encourag-
ing young women to do it,” she says. Her advice is an important
first step: involving women in the creation of a business envi-
ronment that is favorable to all, men and women. W
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