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The  Metaketa  In i t ia t i ve  i s  a

col laborat ive  research model
with  a  miss ion  to  improve

knowledge  about  cr i t ica l

governance  i s sues  through

r igorous f ie ld  exper iments .  In

each  Metaketa  " round , "  the

in i t ia t i ve  coord inates  mult ip le

s tudies  on  a  spec i f ic  top ic  or

intervent ion  in  a  var iety  of

countr ies  and  contexts .

The  second  Metaketa  round

focused  on   formal izat ion,
taxat ion,  and publ ic  serv ices ,

with  s tudies  in  s ix  countr ies

explor ing  i f  demand -s ide

behav iora l  in tervent ions ,  which

reduced  upf ront  t ransact ion  costs

that  prevent  people  in terested  in

enter ing  in to  a  f i sca l  contract

wi th  the i r  government  f rom

doing  so ,  increase  fo rmal izat ion ,

access  to  publ ic  goods ,  and  tax

payments .  Here  we  share  the

story  of  an  exper iment  in

Colombia  to  eva luate  whether

d i rect  outreach  to  micro  and

smal l  enterpr i ses  increases

formal izat ion  ra tes  in  bus inesses .

The  Metaketa  In i t ia t i ve  i s  l ed  by

Ev idence  in  Governance  and

Pol i t ics  (EGAP )  at  the  Univers i ty

o f  Cal i fo rn ia ,  Berke ley .  I t  i s

par t ia l l y  funded  by  the  UK 's

Department  fo r  In ternat iona l

Deve lopment  and  invo lves  a

global  network  of  researchers

conduct ing  s tudies  in  countr ies

around  the  wor ld .       

p r o j e c t  t i m e l i n e

BASELINE :  NONE

INTERVENTION :  FEBRUARY  2019

ENDLINE :  APRIL  2019  

p r o j e c t  c o u n t ry :  c o l o m b i a

The  Senior  Research  Assoc iate  and

enumerators  pose  fo r  a  quick  photo

dur ing  survey  implement ion .  



Micro  and  smal l  enterpr i ses  account  fo r

a  l a rge  share  of  employment  in

Colombia  and  other  countr ies  in  the

deve loping  wor ld .  In  an  ef for t  to  both

st rengthen  these  bus inesses  and

increase  the i r  f i sca l  contr ibut ions ,

recent  pol icy  ef for ts  have  s impl i f ied  the

formal izat ion  process  and  reduced

renewal  fees .  Unfor tunate ly ,  many

bus inesses  remain  uninformed  about

the  process ,  these  pol icy  changes ,  and

the  benef i t s  to  fo rmal iz ing .

A  recent  s tudy  in  Bogotá ,  fo r  example ,

found  that  a  major i ty  of  bus inesses  do

not  even  know  about  bus iness  l i censes ;

over  10  percent  of  in formal  bus inesses

wrongly  assumed  they  had  a l ready

formal ized  (Gal ian i ,  Meléndez  and

Nava jas  Ahumada  2017 ) .  Research  f rom

other  contexts  f inds  that  di rect

out reach  and  support  to  micro  and

smal l  enterpr i ses  can  substant ia l l y

increase  fo rmal izat ion  rates .

Drawing  on  these  f ind ings ,  researchers

Dar in  Chr i s tensen  (UCLA )  and  Franc isco

Gar f ias  (UCSD )  eva luate  whether

outreach  di rect ly  to  micro  and  smal l

enterpr i ses  increases  fo rmal izat ion

rates  in  bus inesses  found  jus t  outs ide

southern  Bogotá .  The  team  a lso  pai red

th is  outreach  with  addi t iona l  support

that  helped  bus inesses  rea l i ze  the

benef i t s  of  fo rmal iz ing .
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T h e  C h a l l e n g e

d o e s  p r o v i d i n g  i n f o r m a t i o n  a n d

a n  o f f e r  t o  a s s i s t  f o r m a l i z i n g

i n c r e a s e  f o r m a l i z a t i o n ?

Enumerators  survey  a  smal l  bus iness

owner  in  Soacha .  



This  s tudy  takes  place  in  Altos  de

Cazucá ,  Soacha ,  a  low - income  commune

on  the  southern  border  of  Bogotá .

Cazucá  was  f i r s t  establ i shed

dur ing  the  1970s ,  and  i t s  growth  i s

a t t r ibutable  to  migrants  who  can  no

longer  af ford  to  l i ve  in  Bogotá  and

interna l l y  disp laced  people  f lee ing

conf l ic t  in  other  parts  of  the  country .

The  team  partnered  with  Innovat ions  fo r

Pover ty  Act ion  and  a  loca l  organizat ion

that  promotes  bus iness  fo rmal izat ion  in

the  area  and   implemented  two

intervent ions :

1 . )  An  in -person  v i s i t  by  a  t ra ined  agent ,

who  encouraged  fo rmal izat ion  by

shar ing  in format ion  about  the  potent ia l

benef i t s  of  reg i s ter ing  and  prov id ing  a

deta i led  explanat ion  of  the  s teps  and

documentat ion  requi red  to  reg i s ter

2 . )  In  addi t ion  to  t reatment  1 ,  the  agent   

prov ided  an  inv i tat ion  to  a  bus iness

deve lopment  workshop  that  covered

market ing ,  contract ing ,  s t rategy ,  and

lega l  support ,  as  wel l  as  prov ided  more

deta i led  ass i s tance  fo r  fo rmal izat ion  and

suggested  re levant  serv ices  prov ided  by

the  loca l  chamber  of  commerce
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r e s e a r c h  D E S I G N

TWO  INTERVENTIONS  THAT  INCLUDED

INFORMATION  CONSULTING  +  AN

INVITATION  TO  ATTEND  A  BUSINESS

DEVELOPMENT  WORKSHOP

A  neighborhood  in  Altos  De

Cazucá ,  Soacha  -  the  s tudy  area .
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The  resu l t s  f rom  th i s  randomized

exper iment  in  Colombia  measure  smal l

and  pos i t i ve  impacts  of  the

intervent ion  on  fo rmal izat ion  and  on

actua l  reg i s t rat ion  ra tes  with  the

Bogotá  Chamber  of  Commerce .  The

increase  was  only  s tat i s t ica l l y

s ign i f icant  in  the  second  t reatment

arm .  The  s tudy  t racked  804  bus inesses

us ing  a  mix  of  adminis t rat i ve  and

survey  data  and  found  a  2  and  5

percentage  point  increase  in  bus iness

reg is t rat ion  f rom  the  two

intervent ions .  The  s tudy  a lso  f inds  that

t reated  bus inesses  bel ieve  that

in formal  bus inesses  are  more  l i ke ly  to

be  detected  and  punished ,  which  l eads

to  divergent  responses .  One  poss ib le

explanat ion  fo r  these  patterns  i s  that

some  f i rms  cut  back  on  investments  to

cover  the  costs  of  fo rmal iz ing ,  whi le

others  change  the i r  bus iness  pract ices

to  better  evade  heightened

monitor ing .

 

This  s tudy  i s  most  s imi la r  to  the  Braz i l

s tudy  that  fo rmed  part  of

th i s  Metaketa   round .  The  Braz i l  pro ject

a l so  focused  on  the  fo rmal izat ion

of  smal l  bus inesses ,  which  inc luded  in -

person  in format ion  sess ions  at  the

place  of  bus iness  as  wel l  as  an  of fe r  to

ass i s t  with  reg i s ter ing  fo rms  and

obta in ing  a  tax  reg i s t rat ion

ident i f icat ion  number .

 

Whi le  these  two  s tudies  look  at

comparable  programs ,  the i r  resu l t s

d i f fe r .  In  Colombia ,  there  was  a  weak

latent  demand  fo r  fo rmal izat ion ;

the  in tervent ion  did  not  increase  the

intent  to  fo rmal ize .  Addit iona l l y ,  the

promise  of  col lect i ve  benef i t s  was  not

incent ive  enough  to  fo rmal ize .  Whi le

the  government  of fe red  benef i t s  in

exchange  fo r  taxat ion ,  ind iv idua ls  did

not  want  to  be  the  only  ones  pay ing

for  th i s  ass i s tance  whi le  the i r

ne ighbors  rece ived  these  benef i t s  f ree

of  charge .  In   the  Braz i l ian  s tudy ,  in    

r e s u l t s

Business registration

increased by 2 and 5

percentage points

from the two

interventions.

2 & 5

Number of businesses

tracked.

804

contrast ,  there  was  a  moderate  l a tent

demand  fo r  fo rmal izat ion  and  the

potent ia l  fo r  ind iv idua l ized  benef i t s

went  a  long  way  towards  incent iv iz ing

bus iness  owners  to  fo rmal ize .  In  th i s

context ,  once  entrepreneurs  begin

pay ing  taxes  they  have  access  to  soc ia l

secur i ty  benef i t s ,  which  inc lude  s ick

pay ,  matern i ty  l eave ,  and  ret i rement

opportuni t ies .



One  of  the  most  important  lessons

learned  f rom  th i s  pro ject  i s  that

ind iv idua l ized  incent ives  matter .  That

i s ,  prov id ing  access  to  tangib le

benef i t s  l i ke  a  workshop  about  the

steps  to  fo rmal izat ion  and  addi t iona l

ind iv idua l ized  bus iness  coaching  in

exchange  fo r  fo rmal izat ion  may

have  a  substant ia l  impact .  Furthermore ,

making  these  benef i t s  exc lus ive  to  the

indiv idua l  rather  than  col lect i ve  goods

can  go  a  long  way  in  gett ing  smal l

bus iness  owners  to  fo rmal ize .

 

The  researchers  and  s ta f f  f rom

Innovat ions  fo r  Poverty  Act ion ,  one  of

the  implement ing  partners ,  shared  the

resu l t s  of  th i s  s tudy  with  the  Bogotá

Chamber  in  Commerce ,  one  of  the

pol icymaking  ins t i tut ions  that  were

br ie fed  about  the  resu l t s .  After  a

part icu lar l y  f ru i t fu l  meet ing ,  the  

Chamber  decided  to  rep l icate  in  Bogotá

the  in tervent ion  that  had  been  car r ied

out  in  Cazuca .  Plans  fo r  sca l ing  th i s

pro ject  are  underway .

Key  takeaways  f rom  th i s  pro ject  and  the

other  s tudies  that  fo rm

this  Metaketa   round  suggest  that

formal izat ion  i s  att ract i ve  to

indiv idua ls  when  governments  of fer

va luable  personal  benef i t s ,  such  as

access  to  ret i rement  income  in

exchange  fo r  fo rmal iz ing .  Furthermore ,

easy  processes— fo r  example ,  a  one - t ime

onl ine  s ign -up  that  can  be  done  with

re lat i ve ly  l i t t le  ass i s tance—are  cruc ia l

fo r  fo rmal izat ion  to  occur .  F ina l l y ,

and  perhaps  important ly  in  the  case  of

Colombia ,  i t  i s  cr i t ica l  to  understand

the  ways  in  which  bus inesses  may  react

to  the  punishments  they  could  face  fo r

not  fo rmal iz ing .
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L e s s o n s  +  i m p a c t

q u e s t i o n s  f o r  f u r t h e r

c o n s i d e r a t i o n

Do  people  benef i t  f rom  fo rmal izat ion ,  and  do  these  benef i t s

outweigh  the  costs ?

Can  they  access  s imi la r  benef i t s  in  the  in formal  sector ?

How  cost ly  and  complex  i s  the  process ,  and  what  i s  the  l i ke l ihood  of

enforcement ?  

Do  pol i t ic ians  and  bureaucrats  benef i t  f rom  fo rmal izat ion ?  

As  researchers  and  pract i t ioners  cont inue  to  s tudy  how  to  lower  the

bar r ie rs  to  fo rmal izat ion ,  here  are  a  few  quest ions  fo r  fu r ther

cons iderat ion :  
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For  addi t iona l  in format ion  about  th i s  s tudy ,

v i s i t  the  pro ject  webpage .

For  more  on  the  researcher  /  implement ing

partner  re lat ionsh ip ,  read  Partnersh ip

Lessons  3 :  Colombia  Bus iness  Formal izat ion

with  Innovat ions  fo r  Pover ty  Act ion .

Explore  other  pro jects  in  the  Metaketa  I I

round .

Dar in  Chr i s tensen ,  Pr inc ipa l  Invest igator

Univers i ty  of  Cal i fo rn ia ,  Los  Angeles

dar inc@ lusk in .ucla .edu  

Jac lyn  Leaver ,  Director  of  Research

EGAP

j leaver@berke ley .edu  

KEY  CONTACTS

LEARN  MORE

https://egap.org/project/enabling-local-fiscal-capacity-through-business-formalization/
https://egap.org/resource/partnership-lessons-3-colombia-business-formalization-with-innovations-for-poverty-action/
https://egap.org/our-work/the-metaketa-initiative/roundtwo-taxation/

