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OVERALL ASSESSMENT (provided in English, Czech, or Slovak): 

 
 

The topic of this thesis is important and relevant, and the author addresses this by finding 

correlates to formal and informal sector participation through original analysis of data from 

the Quarterly Labour force Survey from South Africa. After discussing literature related to the 

general concept of formal versus informal economy, the thesis uses probit regressions to show 

which observable factors predict formal and informal market participation, as measured by 

reported labour-market activities in the survey.  

Overall, the thesis demonstrates an understanding of the statistical methods and of the 

concepts used. However, there are also several misunderstandings, methodological problems 

and problems in presentation that, unfortunately, could have been fixed, if the student had 

turned a draft work earlier for comments and had implemented some of the suggestions that I 

had made to earlier drafts. I will highlight the strengths and weaknesses of the work according 

to category:  

 

Introduction Literature:  

The literature review is fairly comprehensive and gives the reader an introduction to the idea 

of formal markets in contrast to the informal, or “shadow” economy. There are a variety of 

high-quality sources. There do seem to be some serious misunderstandings in the introduction 

though, when the author states that informal economies are always illegal—this is not the 

case! In many developing countries, the vast majority of economic activity is carried out on 

the informal market (e.g. subsistence farming, for example), and this is not illegal per se.  

Moreover, the author also writes “...it is safe to assume that informal activity began long 

before [1971]”. This misunderstands the concept: informal markets pre-date formal ones!  

Some of these misunderstandings come from looking at literature from developed countries, 

where the “shadow” economy is correlated with wilfully illegal activity, such as criminal 

enterprises or tax evasion. In a country like South Africa, this is not always the case: informal 

economic activity is usually carried out by poorer individuals, and is the result of prohibitive 

transaction costs involved in registering businesses etc...  

The author also discusses the results of some previous studies that examine the 

determinants of formal market participation, but these studies are discussed alongside the 

results.  

 

Methods 

The author uses probit regressions to look at the determinants of formal market participation. 

The methods are thoroughly explained, and for the most part, properly applied. The 

relationship identified cannot be treated as causal, as the RHS variables of interest are not 

exogenous. The author does discuss this in the concluding section however, and finding 

simple correlations (using probit) is, in this case, still instructive and in line with other 

research on the topic.  
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When discussing the differential effects between men and women and also between years, the 

method used is not appropriate: simply comparing the size of coefficients across two 

regressions (or in this case marginal effects) is not sufficient. One needs to test whether the 

difference is statistically significant. In many of the cases that the author claims there is 

indeed a difference between effects in the male and female sub-samples, as well as a 

difference across time between the 2011 and 2015 samples. Simply “eye-balling” the 

difference and noticing that the marginal effect of a given variable in one regression is a bit 

larger tells us nothing, and in fact, I strongly suspect, based on the results presented, that there 

would be any difference.  

 

Contribution 

This study is based on several papers with similar designs, but the thesis is the first—

according to the author—to analyze this particular data set, with the goal of identifying 

correlates of formal market participation. The results seem to match previous studies. This 

level of contribution is appropriate for a bachelor’s thesis, though the methodological issues 

highlighted above mean that some of the conclusions are unreliable, which negatively impacts 

the contribution of the work.  

 

Manuscript form 

The introduction is well written and the concepts are explained well. The data could be 

presented much better. There are descriptive statistics presented and the sample is not 

described. This would be standard to include in the presentation of regression results, and I 

requested that the student include this.  
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Literature                     (max. 20 points) 12 
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Manuscript Form         (max. 20 points) 15 
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EXPLANATION OF CATEGORIES AND SCALE: 

 
LITERATURE REVIEW: The thesis demonstrates author’s full understanding and command of recent literature. 
The author quotes relevant literature in a proper way. 
 
Strong  Average  Weak 
20  10  0  
 
 
METHODS: The tools used are relevant to the research question being investigated, and adequate to the author’s 
level of studies. The thesis topic is comprehensively analyzed.  
 
Strong  Average  Weak 
30  15  0  
 
 
CONTRIBUTION:  The author presents original ideas on the topic demonstrating critical thinking and ability to 
draw conclusions based on the knowledge of relevant theory and empirics. There is a distinct value added of the 
thesis. 
 
Strong  Average  Weak 
30  15  0  
 
 

MANUSCRIPT FORM: The thesis is well structured. The student uses appropriate language and style, including 
academic format for graphs and tables. The text effectively refers to graphs and tables and disposes with a 
complete bibliography. 
  
 
Strong  Average  Weak 
20  10  0  

 
 
Overall grading: 

 
TOTAL POINTS GRADE   

81 – 100 1 = excellent = výborně 

61 – 80 2 = good = velmi dobře 

41 – 60 3 = satisfactory = dobře 

0 – 40 4 = fail = nedoporučuji k obhajobě 

 


