This paper is not finalized and is not intended for circulation. To access the most updated
version, please visit www.debnunes.com or email debora.nunes@colostate.edu

Real effective exchange rate shocks and job quality by gender in Latin America

Débora Nunes,! Diksha Arora,? and Elissa Braunstein®

Abstract: Despite significant improvements in women’s education, labor force participation, and
health outcomes, labor market segregation by gender persists in Latin America, with negative
consequences for gender equality. Our paper analyzes demand-side explanations for this
phenomenon, focusing on the impact of real effective exchange rates (REER) on job quality by
gender in the region. Gender segregation is central to the gender distribution of job quality,
which is defined in terms of an occupation’s wage relative to the national median wage.
Combining a panel of micro-level surveys with macroeconomic data from 15 Latin American
countries between 1991-2018, we use a generalized difference-in-difference model to map how
REER shocks impact the availability of good jobs for women and men. We argue that REER
shocks change the sectoral composition of GDP, which impacts gender equality due to high
vertical and horizontal segregation. Results indicate that medium appreciation shocks are
associated with a decline in men’s good job share, raising gender equality but through a “race-to-
the-bottom” dynamic rather than as a manifestation of women’s climb to the top. Despite the
adoption of macroeconomic policies associated with appreciated real exchange rates throughout
the region, larger appreciation shocks are rare and tend to increase women’s good job share.
Very large depreciation shocks are associated with an increase in women’s good job share and a
greater-than-proportional decrease in men’s good job share, resulting in a rise in women’s
relative share of good jobs. These results point to new policy challenges and the need for gender-
aware macroeconomic policy analysis.

JEL: J31, N36, E50

1 Débora Nunes has a Master’s degree in Development Economics from the Federal University of Rio Grande do Sul
(Brazil) and is currently a PhD Candidate and Graduate Teaching Instructor at Colorado State University.

2 Diksha Arora has a PhD in Economics from the University of Utah and is an Assistant Professor in the Economics
Department of the same institution.

3 Elissa Braunstein has a PhD in Economics from the University of Massachusetts — Amherst and is currently a
Professor at the Economics Department and Research Associate Dean of the College of Liberal Arts at Colorado State
University.


http://www.debnunes.com/
mailto:debora.nunes@colostate.edu

Real effective exchange rate shocks and job
quality by gender in Latin America

1 Introduction

For the past three decades, macroeconomic policy in the Latin American region has largely
reflected an orthodox approach to macroeconomic management, one that emphasizes fiscal
prudence, price stability, and free trade and capital flows (Braunstein and Seguino 2018). The
resulting policy mix has become known as the “macroeconomic tripod,” which consists of floating
exchange rates, inflation targeting, and primary budget surplus (Saad-Filho 2020, de Souza 2021).
Though the region’s history with financial crisis and hyper-inflation makes inflation targeting (IT)
a reassuring policy option, IT tends to appreciate the real exchange rate by decreasing domestic
inflation. Appreciated real exchange rates (REERS) are associated with lower rates of economic
growth, partly because of how they discourage tradeable sector expansion, especially
manufacturing (Rodrik 2008).* Combined with the commodity price boom of the 2000s, policies
associated with the macroeconomic tripod helped induce a particularly sharp process of premature
deindustrialization that Palma (2019) refers to as “non-creative destruction,” with consequences
for the sectoral composition of GDP and labor market demand. These changes have gender-
specific effects. Erten and Metzger (2018) suggest that undervalued exchange rates lower gender
gaps in labor force participation rates by increasing women’s employment opportunities in
manufacturing and industrial sectors. Given that in developing countries industrial sector jobs tend

to be of higher quality than those in agriculture or services, REER fluctuations likely have

4 The REER equals the nominal exchange rate (the amount of domestic currency needed to buy one unit of foreign
currency) times the ratio of the price level of a country’s trading partners to the domestic price level, so domestic
inflation raises the REER (a depreciation).



important gendered impacts on labor segregation and income distribution (Seguino and Braunstein
2019).

This paper explores that prospect in Latin America by considering the relationship between
REER and women’s access to “good jobs”—defined as those that offer higher wages than the
national median. The calculation of women’s and men’s relative access to good jobs is based on
the distribution of their employment across 27 non-agricultural sectors and 10 occupations, So
gender segregation is a key driver of women’s relative access to good jobs. We hypothesize that
REER appreciation changes the sectoral composition of GDP, expanding non-tradeables and
discouraging job creation in tradeable sectors like manufacturing. This not only constrains
women’s access to positions that offer better wages and working conditions than agriculture or
traditional services, but it also increases competition with men for the higher-paying jobs that
remain (Seguino and Braunstein 2019). This relationship is particularly important in a Latin
American context where, despite significant improvements in women’s education, labor force
participation, and health outcomes since 1990, gendered labor market segmentation persists in
ways that hold back progress on gender equality (Borrowman and Klasen 2020). The Covid-19
pandemic and its aftermath make these questions even more pressing, as persistent losses in
women’s labor force participation and incomes suggest some longer-term “scarring” in Latin
American labor markets, and high inflation, increasing interest rates, and tightening fiscal space
further constrain employment prospects in developing economies in general (Acevedo et al. 2022).

To conduct the study, we use a dataset that combines a set of micro-level household and
labor force surveys with macroeconomic data to create a panel of 15 Latin American countries
between 1991-2018 (Arora, Braunstein, and Seguino 2023). We use a generalized difference-in-

difference model to map how REER shocks impact the relative availability of good jobs for women



and men. Our results indicate that medium appreciation shocks (between 1.0 and 1.5 standard
deviations from a country’s mean REER for the period) are associated with a 4.0 percentage point
decline in the share of men’s employment that can be classified as good, but the correlation with
women’s good job share is not statistically significant. So, although gender equality appears to
increase with medium appreciation shocks because women’s share of good jobs increases relative
to men’s, this is the result of a “race-to-the-bottom” dynamic rather than a manifestation of
women’s climb to the top. Large appreciation shocks (between 1.5 and 2.0 standard deviation
appreciations) are associated with a 1.4 percentage point increase in women’s good job share, but
they are of rare occurrence (constituting less than 3.6 percent of the sample). Regarding
depreciation, our results indicate that large and very large shocks are associated with a decrease in
men’s good job share, and very large shocks are associated with an increase in women’s good job
share. As a result of these effects, very large depreciation shocks are associated with a 4.3
percentage point increase in women’s good job share relative to men’s.

Taken together, these results indicate that real exchange rate shocks have gender-specific
effects, influencing both the overall availability and gender distribution of job quality. Regardless
of real exchange rate movements, men have a much higher aggregate share of good-quality jobs
in their employment than women among all the countries in the sample. However, appreciated real
exchange rates seem to be associated with job quality losses among men in the region, likely
because of their concentration in tradeable sectors. As predicted in the literature, very large
depreciation shocks promote better jobs for women (1.2 percentage point increase) through the
creation of better positions in the export manufacturing sector. However, very large depreciation
shocks also tend to be associated with periods of economic hardship, as reflected by their

correlation with a greater-than-proportional decrease in men’s good job share (2.8 percentage point



decrease). Overall, we conclude that the orthodox economic policies consolidated in the
macroeconomic tripod deliver questionable outcomes in the labor market, since they are unlikely
to generate large-enough appreciation shocks to positively impact women’s good job share and

tend to decrease men’s good share.

2 Background

While there is some consensus among economists that industrialization and structural
transformation are major drivers of growth and development, their effects on gender equality are
considerably more contested (Sorgner 2021).% An early strand of the literature commonly referred
to as women in development (WID) emphasized the possibility of a virtuous feedback loop
between gender equality and economic development in a “win-win” relationship.® Nested in
modernization theory, the WID perspective assumes that development is a linear and cumulative
process of structural change in which an economy moves from a mostly subsistence, rural society
to an industrialized, market-oriented one (Boserup 1970, Jaquette 1982). According to this view,
industrialization is problematic because it leaves women out as their traditional sources of
subsistence and economic inclusion are replaced by more capital-intensive forms of production
that primarily employ men. Related empirical work underscores the economic costs of leaving
women out, as the causal relationship between gender equality in health, education, or labor force

participation and economic growth has become a stylized fact in economics and development

5 The rich literature in economic development defines “development” in a variety of ways. A parsimonious and popular
definition comes from those who emphasize economic growth and define development as sustained increases in per
capita GDP over time. a more theoretical and complex definition can be found in the Marxist dependency theory
school, for example, according to whom development is the intensification of the capitalist tendencies (such as
concentration and centralization of capital) over time. For the purposes of this paper, we define economic development
(sometimes referred to as just “development”) as an overall commitment to the UN Sustainable Development Goals
focused on economic outcomes (poverty reduction; decent work and economic growth; industry, innovation, and
infrastructure; reduced inequalities; responsible production and consumption).

% The nomenclature comes from the Women in Development Office at the U.S. Agency for International Development,
established in 1976.



policy circles (Seguino 2020). In line with its optimism about market mechanisms, WID
proponents maintain that women’s poor job outcomes are largely a supply-side issue due to
gendered differences in human capital and, to a lesser extent, discrimination—either due to
employer preferences or statistical discrimination (Baert 2018; D’Onofrio-Flores and Pfafflin
2019).” Thus, as development generates more opportunities for women’s human capital
accumulation through more schooling, better health, and access to paid work, gendered human
capital differentials should narrow, decreasing statistical discrimination and increasing the cost of
discriminatory practices originating from employer preferences (Shulman 2003). Therefore, WID
policy prescriptions advocate supply-side interventions that increase women’s human capital
accumulation and market access, creating a virtuous cycle where economic development brings
more gender equality, which in turn brings more development (Klasen 1999).

Despite the important contributions of this literature to advancing gender-aware analysis
and the economic case for gender equality, some feminist economists and human rights advocates
contend that these instrumental arguments for gender equality miss its intrinsic value. According
to this view, the provision of human rights (some of which are economic) regardless of gender or
other intersectional identities is a policy objective per se (Balakrishnan, Heintz, and Elson 2016).
Further, substantial evidence challenges the notion that growth and structural change necessarily
benefit women or enhance gender equality (Kabeer 2016). In contrast to WID’s economic
efficiency argument, the gender and development (GAD) approach emphasizes the connection
between gender and the social relations of production and reproduction, exploring how gender

systems assign women and men to different roles and responsibilities, and how these dynamics are

" The embedded assumption is that women take longer to overcome their traditional (i.e., rural, authoritarian,
patriarchal) values when compared to men. Development is assumed to promote the modern values of labor mobility
and equality, increasing women’s opportunities for human capital accumulation.



reflected in social, economic, and political theories and institutions. Women are thus not passive
actors hemmed in by social norms and responding to market incentives, but rather active agents
whose empowerment should be a target of development policy (Moser 1993; Razavi and Miller
1995).

According to GAD scholars, gender equality achievements can be difficult to measure, and
may in fact compromise growth goals. For instance, since different dimensions of women’s
empowerment are often not correlated, interpreting the gendered impacts of development policies
is not always straightforward (Kabeer 1999, Hanmer and Klugman 2016). Some traditional
measurements of gender equality and women’s empowerment can blur the real impacts of such
achievements in women’s lives—educational programs that keep women in school with the sole
purpose of teaching them how to become better mothers and wives, for example, simultaneously
censor women’s professional ambitions and increase their average years of schooling (Kabeer
2005). Similarly, to the extent that women are concentrated in labor-intensive export-oriented
production, gender wage gaps can in fact be part of an economy’s global competitive advantage
and foster high growth (Seguino 2000). In countries where development is limited by balance-of-
payments constraints, gender wage discrimination can substitute for exchange rate depreciation by
boosting cost advantage in export markets, leading to what has been called a “feminization of
foreign exchange earnings” (Samarashinghe 1998, Seguino 2010).

When considering the case of Latin America, for the past three decades the region has
shown remarkable progress in educational attainment and health care access for women, with
women currently outnumbering in all educational levels in several countries (UN-ECLAC 2022).
Such improvements have been combined with decreasing household income inequality and higher

wages across the board since 2002, especially at the bottom of the wage distribution for most



countries, and positive GDP growth for the region as a whole since 1990 (Messina and Silva 2021,
UN-ECLAC 2022).2 Since women in the region are increasing their human capital through greater
education and work experience (as reflected by women’s rising labor force participation),
combined with the decline in fertility we would expect these relative achievements to manifest in
better labor market outcomes. Yet, horizontal and vertical segregation by gender has increased
since the early 1990s, with women crowded into informal sector jobs with low wages, no benefits,
and poor working conditions (Seguino and Braunstein 2019, Borrowman and Klasen 2020,
Abramo 2021). Considering the failure of supply-side factors to explain the lack of progress for
women in Latin American labor markets, this paper instead investigates demand-side factors,
situating the approach and analysis in the GAD literature.

It is important to note that we acknowledge the persistence of Latin American machismo—
a hypermasculinity that obliterates any other possible influences on men’s attitudes and behavior
(Hurtado and Sinha 2016)—as a possible cultural impediment to advancing gender equality. In
fact, several recent studies indicate that the impact of such rigid gender stereotypes in Latin
America indeed contribute to segregation. Examples include Carvalho Neto, Tanure and Andrade
(2010), who used a mixed methods approach to document impacts of deep-rooted gender prejudice
on women executives in Brazil; Rodriguez Garcés and Mufioz Soto (2018), who explore how
conservative culture impacts women’s labor force participation in Chile; and Reyes Suarez (2022),
who use a small-scale survey to examine the influence of machismo and gender stereotypes on
women in San Vicente, Ecuador. Without neglecting the importance of cultural factors, our

analysis focuses on the demand-side of labor markets, advancing the hypothesis that

8 Most Latin American countries and LA as a region had positive GDP growth every year since 1991, except for the
year of 2009 and more recently, during the COVID-19 pandemic. Some countries (like Brazil and Argentina) had
longer and deeper periods of recession, but they were mostly the result of internal political issues and did not spread
to other countries in the region.



macroeconomic policies and structures can disproportionally promote job creation in specific
sectors, decreasing the availability of higher-paying positions for women given the highly gender
segregated labor markets that characterize Latin American countries.

Arora, Braunstein and Seguino (2023) provide a starting point for this discussion. They
identify the share of public social spending in GDP as the macroeconomic policy that has the
largest positive correlation with women’s relative access to good jobs in Latin America during the
1990-2018 period. Their results corroborate our hypothesis that macro-level structures and policies
alter the prospects for achieving greater gender equality in labor markets and suggest that some
macroeconomic issues associated with the impacts of globalization (such as the stagnation of
minimum wages) are particularly harmful to the promotion of good jobs for women. We build on
their conceptual and data work to explore the relationship between real effective exchange rates
(REER) and the distribution of good jobs by gender, introducing the prospect of causal inference

by adopting a difference-in-differences approach to the econometric analysis.

3 Data

3.1 The gender distribution of good jobs

Our analysis covers the period 1990-2018 for 15 countries in Latin America: Argentina,
Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, ElI Salvador, Ecuador,
Guatemala, Honduras, Mexico, Peru, Paraguay, and Uruguay. We use data created by Arora,
Braunstein and Seguino (2023) that combines micro-level labor market data from nationally
representative labor force or household survey data to create economy-wide industry- and

occupation-level measures of gendered employment. The microdata comes from a variety of
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national sources (Table 1), and from the International Income Distribution Database (12D2; World
Bank 2013). Due to the infrequent nature of these surveys in many developing countries, and the
fact that not all countries report disaggregated sectoral and occupational data every year, the time
periods of data collection across countries vary; we use a three-year moving average to deal with

the panel imbalance.®

Table 1. Survey data sources and periods.

Country Survey period Household or Labor Force Survey
Argentina 1996-2003 Encuesta Permanente de Hogares
Argentina 2004-2014 Encuesta Permanente de Hogares Continua
Bolivia 1992 Encuesta Integrada de Hogares
Bolivia 1997-2000 Encuesta Continua de Hogares
Bolivia 2001-2016 Encuesta de Hogares
Brazil 1993-2015 Pesquisa Nacional por Amostra de Domicilios
Chile 1994-2017 Ecuesta de Caracterizacion Socioecondmica
Colombia 2001-2006 Encuesta Continua de Hogares
Colombia 2007-2017 Gran Encuesta Integrada de Hogares
Costa Rica 1990-2010 Encuesta de Hogares Propdsitos Mltiples
Costa Rica 2011-2012 Encuesta Nacional de Hogares
Dominican Republic 1996-2015 Ecuesta de Forza de Trabajo
El Salvador 1991-2014 Encuesta de Hogares Propdsitos Mdltiples
Ecuador 1991-2016 Encuesta Nacional de Empleo, Desempleo y Subempleo
Guatemala 2002-2014 Encuesta Nacional de Condiciones de Vida
Honduras 2001-2016 Encuesta Permanente de Hogares Prop6sitos Multiples
Mexico 1992-2016 Ecuesta Nacional de Ingresos y Gastos de Hogares
Peru 1997-2015 Encuesta Nacional de Hogares
Paraguay 1997-2010 Encuesta Permanente de Hogares
Uruguay 1992-2015 Ecuesta Continua de Hogares

Source: Own elaboration based on Arora, Braunstein and Seguino (2023)

® To check if this method significantly influenced our results, we also ran the model with a 5-year moving average.

The results are in Appendix B, Table 5B, and show no significant difference between the two approaches.
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Estimates of women’s and men’s relative access to good jobs are based on an analysis of
weekly incomes of both paid employees and self-employed workers across 27 non-agricultural
sectors (j) and 10 occupational categories (k) in each sector (a table with all industries and the
proportion of women in each industry is shown in Appendix A, Table A2, as well as a table with
all occupations and their gender representation in Table Al). Weekly incomes are calculated based

on hourly wages paid (or net income earned) and hours worked. For each occupation k within each
sector j, jobs with a median weekly income (wijk) greater than the national median (w) are
categorized as good-quality employment (E®). We calculate the sum of total good jobs (i.e., total
high-quality employment groups) for each country in a given year as in Equation (1), where the
subscript i refers to either women (W) or men (M).

ES =Yl B =0ifw/ <w @)
The three dependent variables include the share of good jobs in total employment by gender as
given in equation (2), women’s share of good jobs (ES$ ) and men’s share of good jobs (ESg); and

women’s relative share of good jobs as given in equation (3).

G
ESf =& )
W /M good job share = g—%’ (3)
M

Figure 1 shows the proportion of workers in industry and services that has a good job for
each gender (ESF), starting in the mid-1990s when we can include nearly all the countries in the
sample. So, for instance, in 1996 about ¥: of men’s jobs in the services sector were classified as
good jobs, while a little under 40 percent of women’s service sector jobs are good jobs.
Furthermore, the good job share in Figure 1 is a population-weighted average for Latin America,

with weights corresponding to labor force size; Figures 2 and 3 use the same weighting method.
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Note at the outset that men are at the top of the figure and women at the bottom, indicating that a
higher share of men’s jobs in industry and services are classified as good jobs relative to women.
Men in services tend to occupy more highly paid positions particularly in trade activities and the
FIRE sector (finance, insurance, and real estate). The share of men working in services with good
jobs, however, is decreasing through time, suggesting that these sectors may be particularly
vulnerable to the macroeconomic conditions that characterize the 1990-2018 period. Women are
concentrated in the domestic and community service sector, characterized by low wages and less
directly impacted by globalization. A detailed breakdown of sectors and positions is shown in
Appendix A, Table A3. For both men and women, an increasing percentage of workers in the
industrial sector have good jobs through time (in the mid-1990s, 18.9% of women in industry had
good jobs; in 2018, that number increases to 24.2%). Figure 1 also shows that, regardless of the
broad sector in which men work, the majority have good jobs; for women, less than 40% have
good jobs. This indicates some persistence in vertical and horizontal gender segregation within
each broad sector.

Figure 2 illustrates the proportion of workers within each sector that have good jobs,
disaggregated by gender. Another way of reading the figure is to add the shares for women and
men within a sector to get the share of good jobs in total employment for that sector. Focusing on
industry, where in 1997 52.5% of industrial sector jobs could be classified as good jobs (adding
up the shares for women and men), women working in industry had 9.1% of those good jobs (4.8
percentage points out of 52.5%), with men constituting the other 91.9%. In 2018, 62.9% of
industrial sector jobs could be classified as good, and women’s share of these jobs stayed constant
(8.9%). A much higher share of good jobs goes to women in the services sector; in 2017 women

occupied 16.9% of good jobs in the services sector. For men, changes over time are more
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pronounced: jobs in industry are getting better, and jobs in services are getting worse. As illustrated
in Figure 3, these trends indicate stagnation in good job creation for women and men overall,

resulting in stagnation of achievements on gender equality in the Latin American region.

Figure 1. Share of good jobs in total employment by gender and broad sector, all countries.
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Figure 2. Percentage of good jobs in industry and services, by gender. All countries.
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Figure 3. Percentage of good jobs by gender. All countries
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Taken together, these aggregate data trends underscore the importance of gender
segregation in determining the gender distribution of better-paying jobs. Figure A3 in Appendix
A shows the distribution of non-agricultural employment by sector and quality for Latin America.
Lower-paying service sector jobs grew from 29.6% of total employment in 1996 to 38.0% in 2018,
while the share of industrial jobs decreased from 29.8% to 26.8%. Since men are more likely to
occupy these better-paying jobs, they also tend to be more negatively affected by these trends.
Relatedly, women see no significant improvement in their good job prospects despite having
higher levels of educational attainment than men. As a result, gender equality as measured by
women’s relative share of good jobs may increase in labor markets, but this may result from

worsening opportunities for men, not better opportunities for women.

3.2 REER shocks

To identify the REER shocks that we hypothesize contribute to the above trends, we use
the REER index provided by the ECLAC-CEPALSTAT dataset. A decrease is equivalent to an
appreciation and an increase a depreciation. The series was available for all countries except for
Argentina, which we calculated by multiplying Argentina’s nominal exchange rate by the ratio of
the US GDP deflator to that of Argentina’s. We then calculate the mean REER of a country during
the 1990-2018 period and observe how many standard deviations from the mean is each year’s
REER. Since our mechanism assumes that REER shocks will change the sectoral composition of
GDP and impact the availability of jobs, we use the annual mean REER instead of a higher
frequency measure (such as quarterly or monthly data) to allow enough time for these shocks to
have an impact on the real side of the economy (and be consistent with the no anticipation
assumption of our modeling strategy, as explained in the next section). We then divide these shocks

into eight bins according to their direction (appreciation or depreciation) and size (small, if the
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shock is between 0.5 and 1.0 standard deviations (SDs); medium if between 1.0 and 1.5 SDs; large
if between 1.5 and 2.0 SDs; and very large if greater than 2.0 SDs).

Our sample consists of 15 countries and 29 years, so there are 435 possible shock
observations. For the period analyzed, shocks did not occur 37.5% of the time (163 episodes); we
observe 144 appreciation shocks (33.1%) and 125 depreciation shocks (29.4%). Despite being
more frequent, appreciation shocks tend to be small (77 episodes, 17.5%) or medium (52 episodes,
11.95%). Large appreciation shocks occurred 12 times (2.76%), and very large shocks were only
observed on 3 occasions—two times in Bolivia and one time in Chile. Depreciation shocks tend
to be greater, with 57 small-size observations (13.1%), 30 medium (6.9%), 30 large, and 11 very
large (2.53%). Figure 4 depicts how these shocks are distributed in time, by size and by country

(Appendix A, Figure A2, shows the mean REER index and size of shocks for each country).

Figure 4. REER shocks by size (standard deviations from a country’s mean).
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3.3 Other macroeconomic variables

Other macroeconomic structures and policies are likely to influence job quality, so we
include supply-side and demand-side controls in the analysis. However, since macroeconomic
variables tend to be highly correlated with one another, we also adopt a parsimonious strategy to
avoid the problem of multicollinearity. We start with a basic model including four controls and
explore different specifications; the full model includes eight controls in total.

In the basic model, the only supply-side control is women’s mean years of education as a
proportion of men’s. Increases in human capital are frequently proxied by education in
macroeconomic models and are also associated with better economic conditions overall—better
education opportunities for women, a historically excluded group, likely mean that there are better
opportunities for individuals in an economy (Cohen and Soto 2007, Barro and Lee 2013). Given
the high correlation between women’s educational achievement as a proportion of men’s and a
multitude of gender inequality dynamics in labor markets (and elsewhere), we expect women’s
relative education to capture most of the supply-side dynamics determining the relative availability
of good jobs for women (Braunstein, Bouhia and Seguino 2019).

Additional supply-side controls include average fertility and women’s labor force
participation rate as a proportion of men’s. In general, lower fertility is associated with fewer care
responsibilities and more time in paid work for women, which increases work experience and the
likelihood of maintaining a full-time, higher-paying job (Klasen 2019). Furthermore, gendered
social norms that promote doubts about mothers’ commitment to paid work may exact a
“motherhood penalty” in the labor market. They also limit the availability of good jobs for women,
both by decreasing the likelihood of promotion and opportunities for over-time, and by segregating
mothers into part-time positions or the informal sector where hours tend to be more flexible

(Berniell et al. 2021; Villanueva and Lin 2020). At the same time, higher fertility tends to benefit
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men in the labor market, both because of facing less potential competition from women, and
conservative social stereotypes that presume and support fathers as primary breadwinners and
family providers leading to a “fatherhood premium” (Baranowska-Rataj and Matysiak 2022).

Regarding the relative labor force participation control, the expected correlation with
women’s or men’s share of good jobs is not clear. If horizontal segregation is persistent and
women’s increasing labor force participation is crowded into sectors that predominantly employ
women, higher women’s LFPR will decrease the share of good jobs in women’s employment. If
women compete with men for positions in a more diverse spectrum of sectors, women’s higher
market participation may increase their share of good jobs and decrease men’s.

Moving on to the demand-side controls, our baseline model includes controls for
investment, the volume of international trade, industrial productivity, and financial openness.
Investment is measured by gross fixed capital formation (GFCF) as a share of GDP; intuitively,
more investment is associated with better job opportunities for everyone, and highly correlated
with economic growth.

Since we are trying to measure the impact of REER on job quality by gender through the
channel of labor market segregation, controlling for the structure of international trade becomes
important in our analysis. The export of labor-intensive manufactures tends to be associated with
increases in the relative demand for women’s labor in industry. However, the region’s sharp
deindustrialization in the past two decades effectively decreased industrial employment for women
faster than for men (Seguino and Braunstein 2019). We control for the structure of international
trade by including manufacturing exports as a share of imports in our regression. As countries
progress up the value-added ladder in trading relations, we would expect the ratio of manufactured

exports to imports to increase.
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To control for financial openness, we use the financial openness index as defined by Chinn
and Ito (2008), which measures the extent of capital controls based on information from the
International Monetary Fund’s Annual Report on Exchange Arrangements and Exchange
Restrictions (AREAER). Liberalization of international capital flows increases international
capital mobility, which facilitates the allocation of resources to financial speculation and decreases
workers’ bargaining power, ultimately contributing to wage stagnation (Grabel 1993; Kohler et al
2019). It is likely that greater financial openness is associated with a decrease of higher-paying
jobs in the service sector, particularly tradable services, which tend to be occupied by men. Since
women are concentrated in less tradable services like education, health, and care services in
general, they are less prone to suffer negative impacts on job quality.

We measure industrial productivity as the ratio of real industrial output to industrial
employment. Despite women’s higher educational achievements, gains in industrial productivity
are associated with losses in women’s industrial employment as more capital- or technology-
intensive jobs more typically go to men (Tejani and Milberg 2016; Seguino and Braunstein 2019).
In terms of overall job quality, evidence suggests that the relationship is nonlinear: for low- and
middle-income countries, increases in industrial productivity tend to be associated with women’s
loss of good jobs in industry. But at more advanced stages of development and higher levels of
industrial productivity, higher-paying service sector opportunities appear for both women and men
(Arora, Braunstein and Seguino 2023).

Our last demand-side control includes foreign direct investment inflows (FDI) as a share
of gross fixed capital formation. The Chinn-Ito measure of financial openness discussed above
reflects a policy decision rather than actual international capital flows and is likely to be more

closely associated with short-term portfolio investment and financial speculation than FDI. Note
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that FDI in Latin America is primarily invested in resource extraction, and our analysis is limited
to non-agricultural sectors (though it does include mining and quarrying) (Veltmeyer 2016, UN-
ECLAC 2022). However, the spillover effects of those investments into other sectors—Ilike
transportation—can be significant for the gendered distribution of good jobs in our analysis. A
high share of FDI in overall investment likely signals both heavy dependence on resource
extraction (a sector that does not produce much employment) and more competition for non-
agricultural jobs. Although men dominate employment in extractive sectors and associated sectors
that benefit from spillovers, given the limited employment effects of extractive activities overall,
the net effect on the availability of good jobs by gender is not immediately clear (Veltmeyer 2016;

Perks and Schulz 2020).

4  Modelling strategy
To capture the impact of REER shocks in job quality by gender in a panel with 29 years

and 15 countries, we chose a generalized difference-in-differences model, which is designed to
explore within-country variation resulting from a REER shock (treatment) over time using country
and time fixed effects; this model is adequate since there are pretreatment gaps that persist through
time (Lee 2016; Wing, Simon and Bello-Gomez 2018). Given that exchange rate shocks are
continuous (instead of binary), we use a continuous design so that the REER shocks are divided
into bins but vary within each bin. Thus, the size of the dose matters (Callaway, Goodman-Bacon
and Sant’Anna 2021). We cluster standard errors by country. The treatments are somewhat

randomly distributed through countries and time as illustrated in Figure 4 but impact all jobs within
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a country at the same time, and the treatment effects are heterogenous (Velentgas et al 2013;
Abadie et al 2023).1°

This modeling strategy assumes that changes in job quality for countries with no REER
shocks are good counter-factuals for changes in job quality we would have observed for countries
that suffered REER shocks, controlling for the demand-side and supply-side variables described
above. The model also assumes no anticipation: agents do not adjust their creation or destruction
of good jobs in year t based on how they expect REER to behave in year t+1. Since we use average
annual REER this does not seem like a particularly strong assumption. When we run the model
with lead REER shocks (i.e., shocks that occurred in time t+1), results indeed indicate that the no-
anticipation hypothesis is satisfied (Appendix B, Table 3B).

A REER shock (treatment) is defined as any REER change larger than 0.5 standard
deviations from the country’s period mean. Hence, periods without changes of this magnitude are
the control periods (37.5% of total observations). The treatment equals one multiplied by the size
of the shock or dose as measured by how many standard deviations from the country’s mean that
shock was. To test if continuous treatment presents a problem of selection bias (that is, the bias
that comes from assuming different treatment groups respond similarly to a given dosage as
described by Callaway, Goodman-Bacon and Sant’Anna (2021)), we also run all models with
binary instead of continuous shocks. This change does not impact our results, and the outputs of

these regressions are presented in Appendix B, Table 2B.

10 Our model is like the one presented by Lindo et al (2020) that measures the effects of abortion-clinic closures and
on clinic access, abortions, and births using variation generated by a law that shuttered nearly half of abortion clinics
in Texas. The most significant differences are that: (1) since they are interested in number of abortions (a discrete
variable), they use a Poisson distribution of fixed effects, and we measure good jobs as a ratio of total jobs, so we use
a conventional Gaussian distribution; (2) we have several shocks in our model.
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Since we have two types of shocks (appreciations and depreciations), we run the model
with three different control groups: (1) a model with only appreciation shocks, so the control group
can experience either depreciation shocks or no REER shocks at all; (2) a model with only
depreciation shocks, so the control group can experience either appreciation shocks or no REER
shocks at all; and (3) a model with both appreciation and depreciation shocks, so the control group
is not experiencing any REER shocks. The results for all three models are very similar (Appendix
B, Table 1B), but the statistical significance of the third specification—including both shocks—is
higher because the control group is more homogeneous. The results of the third specification are
reported in the next section.

We start with a baseline model using only four controls, then add further supply-side
controls (supply model), demand-side controls (demand model), and finally all controls (full
model). Since the results are consistent through each specification, we only report the results with
the full model in the results section (the full model with covariates is presented in Appendix A,

Table A3; all results are presented in Appendix B, Table 1B).

5 Results

The results in Table 2 below indicate that exchange-rate shocks, both appreciations and
depreciations, appear to be generally associated with an increase in women’s relative share of good
jobs, as evidenced in column (3). However, considering the separate effects of shocks on the share
of goods jobs in men’s and women’s employment in columns (1) and (2) respectively gives a much
more qualified picture of the relationship between REER shocks and gender equality in the labor
market.

Relative to no REER shocks, medium appreciation shocks (those between 1.0 and 1.5

standard deviations below the country’s period mean) are associated with a sort of “race-to-the-
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bottom” dynamic on gender equality: the share of good jobs in men’s total employment decreases
by 4.1 percentage points, while no improvement in women’s good job share is identified.
Therefore, women’s good job share relative to men’s increases by 4.0 percentage points, but not
because of women gaining employment in better-paying sectors and occupations. Large
appreciation shocks are somewhat rare (12 out of 435 possible observations as described in Section
3) but are associated with a 1.4 percentage point increase in women’s good job share and a 3.5
percentage point increase in women’s relative good job share—a significant improvement in
gender equality. Most of these shocks occur after 2013, and further analysis indicates that it might
be a result of women leaving self-employment in the informal sector, particularly in the domestic
service sector, and getting formal jobs (IMF 2019; ILO 2021).1! We tested this hypothesis by
running the regression excluding the domestic service sector. The impact of large REER
appreciation shocks loses statistical significance, so it is plausible that the decline in women’s self-
employment as domestic workers is driving the result, since women’s labor force participation
increases during this period (the results of these regressions are presented in Appendix B, Table
6B). The domestic service sector employs a significant percentage of workers in Latin America
(around 7 percent of total employment and 21 percent of women’s employment in our sample) and
is characterized by high levels of informality and a lack of good job opportunities (see Table A2).
Given that the average size of this sector slightly decreased during this period and the average age
of domestic workers increased by eight years during the 2013-2018 period, it is possible that

younger women found better job opportunities in the formal sector (ILO 2021).

11 The level of informality in Latin American countries is highly heterogenous, but it is overall negatively correlated
with level of education: the more educated workers are, the less likely they are to have an informal job (IMF 2019).



Table 2. Results for model with no shocks as control group, all controls.

(1) ) 3)
Men's Share Women's Share W/M Ratio
0.5 >= Depreciation < 1 -0.003 0.002 0.001
(0.015) (0.010) (0.025)
1 >= Depreciation < 1.5 -0.029" 0.008 0.034"
(0.015) (0.008) (0.016)
1.5 >= Depreciation < 2 -0.028™ -0.000 0.016
(0.010) (0.005) (0.013)
Depreciation >= 2 -0.028™ 0.012™ 0.043™
(0.010) (0.004) (0.012)
0.5 >= Appreciation < 1 -0.004 0.014 0.022
(0.016) (0.011) (0.023)
1 >= Appreciation < 1.5 -0.041™ 0.007 0.040"
(0.018) (0.012) (0.021)
1.5 >= Appreciation < 2 -0.019 0.014™ 0.035
(0.012) (0.006) (0.018)
Appreciation >= 2 -0.000 -0.002 -0.005
(0.009) (0.005) (0.011)
N 277 277 277
Country FE Yes Yes Yes
Time FE Yes Yes Yes
Controls Full Full Full

Standard errors in parentheses
“p<0.10, " p<0.05 " p<0.01
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Recall that depreciation shocks are slightly less frequent than appreciation shocks, with

125 episodes compared to the 144 appreciation shock episodes. Still, depreciations over the

“medium” size of 1.0 standard deviation from the country’s period mean are associated with a

decrease in men’s good share, as evidenced in column (1) of Table 2. Men’s concentration in
g

tradable sectors and their high representation among well-paid service sector jobs (such as in the

finance, insurance, and real estate sector) largely explains this relationship. This period is
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characterized not only by a decrease in the overall availability of industrial jobs in the region, but
also by a decrease in good service sector jobs and an increase in lower-paying service sector
positions. Specifically, the number of jobs offered in the FIRE sector showed little increase over
time for all countries, while the retail and repair of household, office, and computer goods sector,
characterized by lower-paying jobs, increased substantially.

Only very large depreciation shocks are associated with an increase in women’s good job
share. The positive and statistically significant relationship between women’s good job share and
inward FDI (shown in Table A3) might suggest that, when FDI increases, more investment is being
directed to employment-intensive industries other than the extractive sector, so jobs in the export
manufacturing industry are being created for women. The manufacturing sectors of food, beverage
and tobacco and textile and wearing apparel are the ones that offer the largest proportion of
industrial jobs for women in sample countries. After 2006, when depreciation shocks are rare,
there is a decline in this type of employment for women, particularly in the textile and wearing
apparel manufacturing sector. Despite these sectors not being characterized by a large share of
good jobs for women, they still offer better positions on average when compared to community
and domestic services, a sector that employs 21% of women in our sample (Table A2). Women’s
employment in high-tech manufacturing also increases when depreciation shocks occur and tends
to be stagnant when no shocks or appreciation shocks are observed; however, only 2% of women
are employed in this sector in our sample (Table A2).

Large depreciation shocks are associated with a 1.2 percentage point increase in women’s
good job share but are also associated with a 2.8 percentage point decrease in men’s, resulting in
a 4.3 percentage point increase in women’s relative share of good jobs. A similar share of men and

women are occupied in trade services and the FIRE sector, but men are significantly more likely
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to occupy higher-paying positions. These sectors are also more negatively sensitive to the impacts
of large currency depreciation, and both women and men lose jobs as a result, but men lose more
jobs classified as good jobs. For women in these sectors, job loss is more-than-compensated by
the increase in manufacturing sector positions, as discussed above. Since large depreciation shocks
tend to be associated with periods of macroeconomic instability and high inflation, this result
suggests that these conditions may lead to a sort of gendered competition for the higher-paying
jobs that remain. Appreciation shocks are also associated with an increase in the proportion of
construction jobs for men, which tend to offer a smaller share of good positions when compared
to other sectors.

The covariates used in the regression confirm some results expected from the literature (the
full output of these regressions is shown in Appendix A, Table A3). Fertility is positively
associated with men’s share of good jobs, some evidence of a fatherhood premium—or at least
less competition with women for good jobs. Men’s job quality seems to be more vulnerable to
financial openness—Ilikely connected to their concentration in the tradable sector. Women’s
average years of education as a proportion of men’s is consistently positively associated with
women’s good job share and always highly statically significant. Our regression results also
indicate that industrial productivity is negatively associated with women’s good job share, aligning
with the results observed by Tejani and Milberg (2016) and Seguino and Braunstein (2019).

One of the challenges of conducting causal inference analysis in macroeconomic data,
particularly when evaluating the impacts of REER shocks, is the lack of reliable, long-term trends
without treatment. The nature of REER shocks also prevents the utilization of common methods
to avoid bias in difference-in-difference analysis, such as centering time-variant shocks to time

zero to analyze pre- and post-shock parallel trends (Roth et al 2023). To test the robustness of the
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model, we examine different specifications (as described on Section 4) and explore how much our
results depend on our specific definition of the treatments and the control group (Appendix B,
Tables 1B). We build models with different specifications considering only two types of shocks:
depreciation shocks larger than one standard deviation and appreciation shocks larger than one
standard deviation. We also analyze regressions in which the shocks are divided in bins but with
six bins instead of eight, so that the control group is formed by observations in which no shock
larger than one standard deviation occurred (instead of one-half of a standard deviation). Overall,
the results consistently show that increases in women’s relative good job share are being driven
by a decrease in men’s relative good job share. We also consider “contaminated” control groups
in which the shocks are either appreciation or depreciation, so that the control group experiences
no shock at all or a shock in the opposite direction. Even when compared with this heterogenous
control group, the results are consistent, so our model shows robustness even when the control
group is purposely poorly identified.

We further test robustness by considering lead and lagged shocks, and by using discrete
instead of continuous difference-in-difference approaches in various specifications (all regressions
are presented in Appendix B). Lead models suggest that the no-anticipation assumption holds, and
lagged models indicate that the annual average contemporaneous REER shock (i.e., the treatment
specified in our analysis) is indeed more impactful and statistically significantly associated with
changes in good job shares by gender when compared with lagged shocks. Interestingly, when
comparing the results of the discrete model with the continuous model (i.e., when the size of the
shock is not allowed to vary within each bin versus when the size of the dose matters), the statistical
significance of the results is consistent across models but the magnitude of the parameters is

considerably larger on the discrete specification for large and very large shocks (Table 2B.7). This



28

suggests that the impacts of the shocks are non-linear. Our analysis is based on the results of the
continuous specification, which presents a more conservative estimate of the impacts of REER

shocks on job quality.

6 Concluding discussion
These results points to some important policy implications. First and foremost, they imply

that real exchange rate shocks have gender-specific effects, influencing both the overall
availability and the gender distribution of job quality in Latin America. Despite the adoption of
macroeconomic policies associated with appreciated real exchange rates throughout the region,
larger appreciation shocks are rare and tend to increase women’s good job share. Very large
depreciation shocks are associated with an increase in women’s good job share (largely in
manufacturing) and a greater-than-proportional decrease in men’s good job share, resulting in a
rise in women’s relative share of good jobs. The persistent horizontal and vertical segregation that
characterizes Latin American economies is a key channel through which these REER shocks affect
the gender distribution of job quality. Although this segregation affords men disproportionate
access to higher-paying jobs than women overall, men are also more likely to lose these better jobs
when REER shocks occur—either through appreciation or depreciation. To acknowledge the
opposite impacts of REER shocks for men and women, and design gender-aware economic
policies that promote good jobs for women without disproportionately decreasing the availability

of good jobs for men remains a significant challenge.
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Appendix A. Additional tables and graphs.

Table Al. Gender representation by occupation. All countries.

Women's % of Total

share of Employment Share of Good Jobs (%)

emng/)(:;nent Men Women Men Women W/M
Service and market sales workers 60 14 28 57 3 5
Clerks 57 6 11 83 59 70
Elementary occupations 53 16 24 15 3 19
Professionals 51 9 12 97 95 98
Technicians 42 9 9 95 77 80
Senior officials/owners 37 6 4 95 79 84
Others 31 0 0 49 20 41
Skilled agricultural 30 1 0 46 65 142
Machine operators 22 14 4 85 8 9
Craft workers 17 26 9 54 4 8

Source: Own elaboration based on Arora, Braunstein and Seguino (2023)
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Table A2. Employment and Good Job Share by Sector and Subsector, All Countries

' [0)

\é¥()err?1(:)r:os3/ ?:::r:te Eg::ro-)l/—r?::* ¢ Shareof Good Jobs (%)

(%) Men Women Men Women W/M
1. Industrial sector 36 15 61 22 36
1.1 Manufacturing Sector 18 14 70 19 27
1.1.1 High-Tech Manufacturing 6 2 93 57 61
1.1.1.1 Basic chemicals & chemical products 34 1 1 87 65 74
1.1.1.2 Coke, petroleum & nuclear fuel 18 0 95 84 89
1.1.1.3 Metals, fabricated metal, machinery, vehicles, transport equipment 16 1 94 53 56
1.1.2 Other manufacturing industries 12 12 57 12 21
1.1.2.1 Textile & wearing apparel 71 7 49 7 14
1.1.2.2 Food, beverage, tobacco 39 4 68 15 21
1.1.2.3 Leather, footwear, wood, paper, rubber, plastic, furniture 27 2 55 18 32
1.1.2.4 Minerals & mineral products 14 0 42 30 72

1.1.3 Non-Manufacturing Industrial Sector 18 1 52 62 119
1.1.3.1 Utilities (gas, water, electricity, sanitation recycling) 19 1 1 72 56 78
1.1.3.2 Mining & quarrying 10 1 0 76 63 83

1.1.3.3 Construction 3 15 1 49 66 135
2. Services 64 85 69 34 49
2.1 Market Services 51 61 64 18 28
2.1.1 Trade activities 28 30 52 14 26
2.1.1.1 Hotels & Restaurants 58 3 8 44 8 19
2.1.1.2 Retail trade & repairs; household office & computing goods 51 15 23 39 9 24
2.1.1.3 Wholesale trade 29 3 2 81 49 61
2.1.1.4 Sale, maintenance, motor vehicle parts and repair, automotive fuel 10 5 1 71 60 85
2.1.2 Transport & travel services 9 1 79 69 87
2.1.2.1 Cargo handling & storage, transport services, travel agencies 21 1 0 51 76 148
2.1.2.2 Land, water & air transport 6 9 1 83 66 79
2.1.3 FIRE services 10 9 86 64 74
2.1.3.1 Financial intermediation, insurance a7 2 2 98 96 98
2.1.3.2 Membership & International organizations 45 1 1 73 39 52
2.1.3.3 Professional, business, administrative services, R&D 39 5 4 82 52 64
2.1.3.4 Publishing, software consultancy, database activities; post & telecom 33 2 2 91 62 68
2.1.3.5 Real estate services 30 1 0 84 65 77

2.1.4 Community & domestic services 4 21 45
2.1.4.1 Domestic services 93 1 15 15

2.1.4.2 All personal services 74 1 4 40 4 9
2.1.4.3 Entertainment & recreation activities; rental transport & other goods 35 2 60 38 62
2.2 Non-Market Services 13 24 89 73 83
2.2.1 Education & healthcare 6 18 90 72 80
2.2.1.1 Healthcare, veterinary & social services 72 2 7 90 67 75
2.2.1.2 Education 70 4 10 90 75 83
2.2.2 Public administration 36 6 4 89 83 93

Source: Own elaboration based on Arora, Braunstein and Seguino (2023)



Table A3. Full model, continuous, with covariates.
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@ @ (3)
Men's Share Women's Share W/M Ratio
0.5 >= Depreciation < 1 -0.003 0.002 0.001
(0.015) (0.010) (0.025)
1 >= Depreciation < 1.5 -0.029" 0.008 0.034"
(0.015) (0.008) (0.016)
1.5 >= Depreciation < 2 -0.028™ -0.000 0.016
(0.010) (0.005) (0.013)
Depreciation >= 2 -0.028™ 0.012" 0.043™
(0.010) (0.004) (0.012)
0.5 >= Appreciation < 1 -0.004 0.014 0.022
(0.016) (0.011) (0.023)
1 >= Appreciation < 1.5 -0.041™ 0.007 0.040"
(0.018) (0.011) (0.021)
1.5 >= Appreciation < 2 -0.019 0.014™ 0.035"
(0.012) (0.006) (0.018)
Appreciation >= 2 -0.000 -0.002 -0.005
(0.009) (0.005) (0.011)
Manufacturing X/M -0.079 -0.000 0.041
(0.075) (0.024) (0.087)
GFCF/GDP -0.002 -0.001 -0.001
(0.004) (0.001) (0.005)
Industrial Productivity 0.001" -0.000 -0.001
(0.000) (0.000) (0.000)
Financial Openness -0.121™ -0.026 0.050
(0.047) (0.029) (0.066)
W/M Education 0.005 0.702™" 1.079"
(0.454) (0.218) (0.569)
Industrial Productivity 2 -0.000 0.000 0.000
(0.000) (0.000) (0.000)
Inward FDI/GFCF 0.034 0.021 0.029
(0.040) (0.013) (0.027)
W/M LFPR 0.138 0.229" 0.312
(0.200) (0.107) (0.289)
Fertility 0.111™ 0.028 -0.020
(0.045) (0.036) (0.075)
N 277 277 277
Country FE Yes Yes Yes
Time FE Yes Yes Yes
Controls Full Full Full

Standard errors in parentheses
*p<0.10, ™ p<0.05 " p<0.01
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Figure A1l. Women’s relative labor force participation rate and median years of education. All

countries.
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Figure A3. Distribution of Jobs in Latin America by Broad Sector and Quality, All Countries.
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Source: Own elaboration based on Arora, Braunstein and Seguino (2023).

Note: Weighted average for Latin America based on the size of each country’s labor force. “Good
Jobs” are those within each sector that pay at least the national medium wage, as defined by
Equation (1); “Other Jobs” are the remaining ones.



Appendix B. Further Regressions and
Robustness Checks.

Given the length of Appendix B, this is an online Appendix available at www.debnunes.com
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