EKOHOMIYHA HAVKA

YAK 338.2:331.2

T. Obelets,

PhD in Economics, senior lecturer,

National Technical University of Ukraine "1gor Sikorsky Kyiv Polytechnic Institute"
ORCID ID: 0000-0002-1553-5150

DOI: 10.32702/2306-6806.2020.3.129

MODERN PRACTICE OF IDENTIFYING AND
MEASURING THE INFORMAL ECONOMY

T. B. Obeaens,
K. e. H., crapiini BHKAdAad,
HargioHaarpHHH TexXHIYHHH yHIBepcHTEeT YKpaian "KuiBcbKub moritexHigand iHcTHTYT iMeHI Irops Cikopcskoro”

CYYACHA ITPAKTUKA BUBHAYEHHSA TA BUMIPIOBAHHS HEOOPMAABHOI EKOHOMIKU

The analytical assessment of the consequences of system transformations and the development of effective
economic policies stimulates the emergence of new variants of the theory of convergence of socio-economic
systems. In connection with this, the importance of clarifying the general theoretical issues and considering the
problems associated with new socio-economic trends, taking into account the peculiarities of development of
different countries. The main directions of modern economic thought show the continuity of the improvement of
well-known scientific views and the emergence of new scientific approaches that are in line with the needs of
economic reality.

The articleattempts to comprehend the modern conceptual approach to the definition of an informal economy
and to measureits scale in countries that are at different stages of economic development. Interest in the informal
sector of the economy exists throughout the world. This is due to the fact that, contrary to the forecasts, the
informal economy not only persists in low-income countries, but also develops in new forms in developed
countries. In addition, modern scholars recognize that the informal economy is inextricably linked to the formal
economy and contributes to the economy as a whole. The paper focuses on the possibilities of combining the
conceptual and methodological framework used to measure employment in the informal sector and informal
employment in developing countries and in developed countries. In addition, the article presents the tendencies
ofdevelopment and the profile of Ukrainian informal employment against the backdrop of contemporary world
tendencies. The reduction of informal employment in Ukraine and its legalization requires, first of all, the
implementation of anti-crisis employment policy measures. These measures require a scientifically sound
integrated national employment promotion program aimed at ensuring a balanced supply and demand for labor
based on productive employment. The practical value of scientific results is to provide an effective tool for
analysing informal employment in countries with different income levels. This will allow for an effective economic
policy aimed at minimizing possible social 1isks.

HeooxipHICTP aHAAITHYHOI OIHKH Ha CAIAKIB CHCTEMHHX TPaHC@OopMaLird Ta BHPOOAEeHHSI AI€BOi eKOHOMIY-
HOI MOAITHKH CTHMYAIOIOTH BHHHKHEHHS HOBHX BapiaHTIB Teopii KOHBepreHyii coniaAbHO-eKOHOMIYHHX CHC-
TeM. Y 3B I3KY 3 UM 3POCTA€ 3HAYEHHA 3 ICYBAHHST 3araAbHOTEOPETHIHHX THTAHB | PO3IAIAY IPOOAEM, OB -
3aHuX I3 HOBHMH COL[ia\ bHO-€KOHOMIYHHMH TeHACHI[IIMH 3 yPaxXyBaHHAIM 0COOAHBOCTEH PO3BHTKY PI3HHX KPAiH.
OCHOBHI HAIPAMH Cy9dCHOI eKOHOMIYHOI AYMKH ITOKa3yI0Th 0e311epEePBHICTh BAOCKOHAAEHHSI BIAOMHX HAYKO-
BHX ITOTASIAIB 1 TOSIBY HOBHX HaYKOBHX ITIAXOAIB, CIIIB3BYYHHX ITOTPE0aM €KOHOMIYHOI AIHCHOCTI.

Y crarri o6rpyHTOBaHO CyyacHHH KOHIENTYaAbHHH TIAXIA AO BH3HAYEHHSI HeQhOpMalbHOI eKOHOMIKH Ta
BHMIpIOBaHHA if MaciuTaOiB y KpaiHax, 1o 3HaxOASIThCSI Ha PI3HHX eTanax eKOHOMIYHOro po3BurKy. Inrepec Ao
HegopMarbHOIo CeKTOpy €eKOHOMIKH ICHy€e y BCbOMY CBITI. I]e MOSCHIOETHCI THM (PaKTOM, 1IJO BCynepey IIpo-
rHo3aMm Heg)opMalrbHa eKOHOMIKa He TIABKH 30epiracrbcsa y KpaiHax i3 HU3bKHM PDIBHEM AOXOAY, ale TaKOX
DPO3BHBAETHCA B HOBHX (QOPMAaX y PO3BHHEHHX KpaiHax. Ao Toro >X cyYacHi HAyKOBI[I BH3HAKTh, IJO HeQhop-
MaAbHa eKOHOMIKAa HEPO3PHBHO OB SI3dHa 3 ()OPMabHOO eKOHOMIKOIO [ BHOCHTH CBIi¥ BKAdJ y eKOHOMIKY 3a-
raaom. Y pooori 30cepeasxkeHo yBary Ha MOXAHBOCTSX IIOEAHAHHS KOHIENTYaABHOI I MeToAHYHOI 6a3H, sKa
BHKOPHCTOBYETHCHI AASI BHMIPDFOBAHHS 3aHHSITOCTI B He(hOpMalrbHOMY CEKTOPI Ta HeqhopMaAbHOI 3aHHATOCTI B
KpaiHax, ijo pO3BHBAIOTHCA, I y PO3BHHEHHX KpaiHax. KpiMm Toro, B cTaTTi IPEACTaBAEHO TeHAEHLIi DO3BUTKY I
Ipogirb YKpaiHCbKOi HeghopMarbHOI 3aHHATOCTI HA OHI Cy1a CHHX CBITOBHX Te€HAEHIIiH. CKopoYeHHS Heghop-
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MaAbHOI 3aHHITOCTI B YKpaiHi Ta ii Aeraaizanig morpe0ye, mepeaycim, pearizanii 3ax0AIB MOAITHKH 3aHHATOCTI,
IIJO MaroTh AHTHKPH30BY cIpAMOBaHICTh. L]i 3axoAn IoTpeOyroTh HAyKOBO 0OrpYHTOBAHOI KOMIIAEKCHOI HaIjio-
HaAbHOI Iporpamu cCpHasSIHHS 3aHHITOCTI, CIPAMOBAaHOI HA 3a0e311eYe HHA 30aAaHCcOBaHOCTI Ipono3uLii ra mno-
IHATY PpO0O0Y0i CHAH Ha OCHOBI IPOAYKTHBHOI 3aHHATOCTI. IIpaKTHYHE 3Ha Y€HHS HAYKOBHX PE3YAbTAaTIB ITOAS-
rae y npeacraBAeHHI AIEBOTo IHCTPYMEHTAaPI AN AHAAI3Y HeqhOPMAaAbHOI 3aHHITOCTI B KPaiHAaX i3 PI3HHM PIBHEM
AOXOAIB. I]e A03BOAHTB IPOBOAHTH e(PeKTHBHY eKOHOMIYHY ITOAITHKY, CIIPIMOBAHY Ha MIHIMI3aIL[IF0 MOKAHBHX

cogiaAbHHX DH3HKIB.

Key words: social and labour relations, informal employment, informal economy, brightening of income.
Ka10406i ca06a: coyiarvno-mpydobi 6ionocunu, nepopmarvra 3aunamicmy,, HeQOPMALLHA eKOHOMIKA, Jemini3a-

yia doxodié.

INTRODUCTION

Creation in Ukraine of the socially oriented labour
relations in the conditions of strengthening of a role of
Elobalization and the international competition, on the one

and, and a deformalization of the social and labour
relations, deepening of inequality and a shadowing of income
of the population, on the other hand, demands strategic
approach to formation and effective use of labour potential.
e shadowing of national economy at the present stage
makesimpossible acceleration of economic reforms, growth
of social standards of life of the population and integration
into the European community. High level of a shadowing
of economy is a consequence of low legal and tax culture,
reflection of weakness of social and economic institutes and
is considered as threat to the vital national interests. One of
the biggest obstaclesin a way of formation of effective model
of the social and labour relations and stable economic
development in our country is the shadowing of income that
isa consequence of distribution of informal employment and
activity in the informal sector of economy. A labour market
brightening is important among relevant problems of
economic development. Now the sharpness of a problem of
legalization of shadow income is caused by scales of informal
employment and risks, which accompany her uses.

The rationale for the theoretical foundations of the
functioning of the informal economy and the use of informal
employment were at the center of attention of the world
scientific community. Foreign researchers M. Armstrong,
E. Giddens, V. Gimpelson, R. Gussman, R. Kapelyushnikov,
M. Castells, A. Porthes, E. Feig, E. Hoffman, L. Chizhova
analysed informal employment and its constituent elements.
Asignificant contribution to the development of theoretical,
methodological and applied aspects of this problem was
made by such Ukrainian scientists as A. Amosh, S. Bandur,
A. Grishnova, L. Emelianenko, E. Libanova, A. Novikova,
I. Petrova, L. Tkachenko, L. Shaulskaya and others.
However, modern scientists have not yet developed an
effective tool and comparable data sets for analysing
informal employment in countries with different levels of
income. There isalso a growing recognition that supporting
the working poor people in the informal economy is one of

Table 1. Conceptual matrix for the definition of informal employment

the key ways to reduce poverty and inequality. Since women
tend to be concentrated in more unstable forms of informal
employment, support for working poor women in the
informal sector of the economy is one of the key ways to
reduce poverty and gender inequality.

PURPOSE OF THE ARTICLE

The renewal of interest to the informal economy is
accompanied by the need to provide qualitative statistical
assessments of this phenomenon. At the heart of this article,
in response to this call, several interrelated assumptions are
set out. First, there is some statistical information on
measuring the extent of informal employment in developing
countries, where modern industrial worlz,ers have never been
a significant part of the labour force. Secondly, more and
more developing countries are trying to use the
recommendations of international organizations on official
statistical definitions. This makesit possible to operate with
comparable sets of data that are extremely necessary for
conducting research and targeted policies. Third, the
conceptual and methodological framework used to measure
informal employment in developing countries can and
should be applied in developed countries where modern
industrial workers are increasingly deformed, and in some
countries where self-employment is actively increasing. In
addition, the article presents the development tendencies
and the profile of Ukrainian informal employment against
the background of modern world trends.

STATEMENT OF THE MAIN MATERIAL

The concept of "informal sector” and "informal
employment" are relatively new in the field of statistics. In
1993, the International Conference of Labour Statisticians
(ICLS) adopted the international statistical definition of the
"informal sector”, which was subsequently included in the
revised international system of national accounts of 1993
[13, p. 138]. In order to fit into the systems of national
accountsand ensure a separate accounting of gross domestic
roduct (GDP) in the informal sector, the definition was
ased on the characteristics of production units or
enterprises, rather than labour relations. The "informal
sector” refers to employment and
production taking place in
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Table 2. Employment in the informal sector and informal
employment in countries in terms of income and in Ukraine
according to the latest available data 2004/2016
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Informal employment outside the informal sector
includes:
— employees of official enterprises (including state

enterprises, the public sector, private companies and non-
profit organizations) that are not covered by social
protection, national labour laws, or the right to receive
certain assistance at the workplace, such as annual paid

leave or sick leave;

— workersin households (for example, paid workers

employed as domestic workers) who are not covered by

Employment in the
Informal employment, infe 1 sect
Countries by income % Non-agricultural Imlorma sector,
% % Non-agricultural
level employment
employmen
Women | Men | Total | Women | Men | Total
Low 80,8 67,0 (79,1 (769 56,8 |66,6
Below the average 55,2 56,1 55,5 56.8 53,0 [539
Above average 38,7 39,0 [40,8 |41,5 35,0 [37,5
Ukraine** 13.5 216 1176 |...

social protection, national labour legislation, or the right
to receive certain assistance at the workplace, such as

* High-income countries are not represented

** Ukraine is included in the group of countries with lower than

average income.

ment of the informal economy: from working in the informal
sector to informal employment and expanded the concept
of "informal employment" [16, p. 120]. Total employment
wasdistributed in terms of jobs as a production unit (formal
sector enterprises, informal sector enterprises, households);
by status of employment (self-employed without employees,
employers, family workers, members of production
coo 2eratives) and formal or informal character work (Table
1), [20].

) Tth, according to the methodology of the International
Labour Organization, informal employment isindicated in
the matrix by cells 1—6 and 8—10, employment in the
informal sector by cells 3—8, and informal employment
outside the informal sector is outlined by cells 1, 2, 9 and
10. Informal employment refers to all labour agreements
that leave workers without social protection as part of their
employment, be it economic units, or they work or do not
work in formal enterprises, informal enterprises or in
households.

Thus, according to international standards, when
defl”lgisr]lg and assessing informal employment, itincludes[16,
P — self-employed persons working at their own expense
arllcll)at their own enterprise of the informal sector (the 3rd
cell);

— employers who work in their own informal sector
enterprises {the 4th cell);

— family workers employed without a contract of
employment and do not have legal or social protection,
regard)lless of whether they work in factories in the real
economy or in the informal sector (cells 1 and 5);

I — members of informal production cooperatives (8th
cell);

)— hired workers who occupy informal jobs in real
economy enterprises, informal sector enterprises or paid
workers employed in households (2, 6 and 10 cells);

— hired workers working in informal enterprises, but
have formal jobs, for example, when businesses are defined
as informal, using size as the sole criterion (the 7th cell);

— persons working at their own expense and engaged
in the production of goods exclusively for their own final
consumption by their household (the 9th cell).

The components of the informal economy can be further
classified by categories of the International Classification
of the Status of Employee Employment. Within this
framework, developed by R. Goossman, certain groups of
workers employed in the informal sector and in informal
employment outside the informal sector (including rare
cases when workers are formally employed in the informal
sector) are classified as follows.

Informal employment in the informal sector consists of
the following groups:

— self-employed workersin their informal enterprises;

— employers of informal enterprises;

— workers in informal enterprises;

— unpaid family workers employed by informal
enterprises;

— members of informal producer cooperatives;

annual paid leave or sick leave;

— unpaid family workers employed in official
enterprises.

Summarizing the terminology, there are three related
statistical definitions based on the ICLS resolutions.
"Informal sector" refers to unincorporated enterprises,
which can also be registered and / or small. "Informal
employment" refers to employment without social
protection when working within and outside the informal
sector. "Informal economy" refers to all informal
production units or enterprises, as well as workers working
in formal enterprises, but have informal jobs. Together, the
workers listed in these categories form asignificant stratum
oflabour, both nationally and globally.

The informal sector is an indispensable attribute of any
economy. The informal sector, as a rule, is extremely
heterogeneous in its composition and performs various
functions, including ensuring the simple survival of people,
on the one hand, and the development of entrepreneurship
on the other. The increase in the number of countries
collecting data on informal employment, both inside and
outside the informal sector, and improving the quality of these
data, provides an opportunity to form a statistical picture of
the informal economy in the world. In countries with a higher
level of economic development, the share of employed in the
informal sector isless than in the underdeveloped economies
(Table 2), [18]. Transition economies as a whole occupy an
intermediate position in the informal sector. For example,
informal employment accounts for more than half of non-
agricultural employment in most developing regions of the
world — in particular 82% in South Asia, 66% in sub-Saharan
Africa, 65% in East and South-East Asia and 51% in Latin
America. Informal emoployment in the Middle Eastand North
Africa accountsfor 45% of non-agricultural employment. The
lowest level of informal employment — 10% — in Eastern
Europe and Central Asia.

Table 2 gives estimates of employment in the informal
sector and informal employment as a share of total non-
agricultural employment. Distribution of employment in the
informal sector occurs according to the same patterns as
the distribution of precarious work: its high level in low-
income countries. In middle-income groups, the share of
informal employment is approximately the same for men
and women: in countries with incomes above the average,
39.0% of men and 38.7% of women work informally, in
countries with below-average income of 56.1 % and 55.2%
per cent, respectively.

In countries of one of the three groups of regions, gender
differences are clearly delineatedg, the share of informal
employment relative to total non-agricultural employment
ishigher for women. In poor countriesinformal employment
is more accessible source of non-agricultural employment
for women, the level of informal employment among them
is 80.8%, while for men this figure is much lower — 67.0%.
Women are generally more likely to be employed as
unofficial paid domestic workers (informal workers in
householdsﬁ, and, to a lesser extent, unpaid family workers
at formal enterprises.

The risk of working in the informal sector is higher for
women than for men in countries with varying degrees of
income. Ukraine isin the group of countries with lower than
average income and among these countries has relatively
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low levels of informal employment. 100 -
Significantly higher risk of informal  ap |
employment for Ukrainian men, gy -
butitshould be borne inmind that  , |

in Table 1 only non-agricultural |
employment is represented. In our

economy, according to the State *°0

Statistical Service of Ukraine for 40

2016, more than 40% of the em- 30 -

pl(iyed worked inflg)rmally in agri} 20 ~

culture, a significant part o 10+—883
informal emplgyment was%n who- o J—!—U

lesale and retail trade, repair of
motor vehicles and motorcycles
(20.9%), industry (6, 1%) and
construction (15.5%), which s tra-
ditionally male economic activities.

Estimates of the scale of the
informal economy by group of
countries provide an overall
picture, but hide the diversity
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Figure 1. The share of informal employment from total non-agricultural employment

that exists in the regions. *°

Informal employment, for 3%

example, was estimatedat79.1 30

per cent of non-agricultural 3,¢

employment in low-income E

countries, but this percentage 3 2

varies from 60.1 per cent in 315 7

Liberia to 93.5 per cent in ~10

Uganda. Similarly, in count- o |

ries with incomes below the | | |

S e ST I L g p P 0 P D ap P g P
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in the Republic of Moldova is S & o &€

14.0% of non-agricultural < &

employment, in Ukraine —
17.6%, and in Pakistan —
78.4%. In countries with
higher than average income,
the variation in informal
employment is also large: the average regional indicator is
39.0%, with a maximum of 72.2% in Peru, and the lowest in
Serbia — 7.3%.

In developed countries of the world with a high level of
income, there are no statistics on informal employment. In
some developed countries, there is a tendency to increase
the proportion of people working under agreements that
offer limited social protection. To designate labour
agreements to be defined in accordance with the
international methodological approaches outlined above,
such as informal employment in developing countries, in
developed countries concepts such as non-standard or
atypical employment are often used.

For example, the study of the polarization of
employment and quality of labour conditions conducted by
the European Fund hasshown that in the European labour
markets there is a de-standardization of the labour relations
of workers employed in low-skilled, low-paid jobs.
Researchers note that part-time employment increased
sharply, a more modest polarized growth in self-
employment was observed, while temporary work was
dramatically reduced at the beginning of the recession, but
after mid-2009, most countries reported a positive increase
in such employment [19, p. 23].

Many, but not all, individuals working under de-
standardized labour agreements in developed countries are
likely to be defined as informally employed, and their
working conditions will not be completely identical to
informal jobsin developing countries. The arrangements in
question are, as a rule, called non-standard emFloyment.
This concept is associated with the concept of informal

I Part-time employment

[ Temporary employment Self-employment

Figure 2. The share of non-standard forms of employment from the total number of employed
in some countries in the world in 2016

employment, but it is not synonymous with it. Not all non-
standard employment in developed countries is informal,
and not all-informal employment is non-standard. The
mechanisms in question are called precarious work because
they tend not to give employees a sense of security and
remedies and social benefits built around standard, regular
paid employment, which is determined by perpetual full-
time employment contracts. The following groups of
employees refer to non-standard employees:

— self-employed, working without employees;

— temporary workers, including employees, whose
employment is carried out for a certain period through
specialized recruitment agencies;

— workers whose employment contract is concluded
on a part-time basis.

The share of self-employed in high-income countries
according to the estimates of the ILO in 2016 was 9%, and
in the GZ% — 30.6% of the total number of employed.

The share of temporary employment ranges from a
maximum of 26.7% of hired workers in Spain, to a low of
about 3% in the Baltic countries and 4% in the United States
of America. Non-permanent employment exceeds 30% in
14 of the 80 countries for which the ILO provides data for
2016, peaking at 42.2% in the Netherlands. In this country,
the "national experiment” on part-time work becomes more
extensive and is accompanied by a significant increase in
both self-employment and temporary work. Part-time
workers account for more than 20 percent of the total
number of employed in 21 countries, 11 to 19 percent of
underemployment isin 29 countries, below 10 percentin 15
countries (Figure 2),[9]"

! International Labour Organization statistics http://www.ilo.org/ilostat/
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Figure 3. Size and development of the shadow economy in 1991—-2015

Since these estimates are based on data from published
sources, it is not possible to calculate the total index of
precarious employment as a simple sum of constituent forms
of non-standard, because one form of precarious
employment can be combined with one or more others. For
example, temporary workers may be employed part-time,
excluding their double counting is necessary for the
formation of indicators of summary statistics. In addition,
in developed countries, the estimation of total precarious
employment is not an exhaustive or accurate indicator of
informal employment in the country, because the form of
precarious work may not be reflected in statistics, that is,
work with aspects of informality can be regarded as part of
apermanent (standard) employment. Itis also evident that
not all employees with non-standard forms of employment
should be classified asinformally employed.

In order to obtain complete data for the analysis of all
forms of informal and precariousemployment, it is necessary
to develop a classification of the full range of labour
situations in both developed and developing countries. It
would be worthwhile to justify the markers of informality,
which would help to combine the definitions of informal
employment with statistical indicators of non-standard
employment categories used in developed countries.

These markers should determine the institutional
differences in social and labour relations in different
countries. For example, when comparing the size of informal
employment, it is important to take into account the
national institutional difference between countries with
general health insurance and those where only standard

more than
10,000 UAH
12,5%

from 5000,01 to
10000 UAH
28,1%

from 4000,01 to
5000 UAH
12,0%

mality, for example, because of
evasion of duties defined by
labour agreementsor violation
of labour laws, isnot reflected
in official statistics. Some
temporary workers and part-time workers are covered by
social protection according to labour legislation, while
others are not. On the one hand, some self-employed people
have the right and can afford to pay for their social
protection; on the other hand, there may be people in
informal employment who occupy informal jobs.

In a number of OECD countries, primarily low— and
middle-income countries, unregistered employment is
identified as a segment of informal employment. The
shortfall in tax revenues is primarily assessed as the risk of
using unregistered employment, but there is also the
recognition that persons working under such conditions are
denied access to social protection and can receive lower
wages, especially when they receive cash in envelopes. An
example of informality canalso be employed by a permanent
full-time employment contract for employees whose
employers do not pay a portion of their social security
contributions in order to reduce labour costs and pay wages
"in envelopes", creating so-called "shadow" incomes.

Shadow employment in Ukraine, which manifests itself
in the employment of wage earners without entering into a
labour agreement and shadow wages, has been rapidly
spreading in recent years, covering a significant number of
workers in enterprises and organizations of the formal and
informal sector of the economy. Shadow economic activity
can be defined as such economic activity and income that
goes beyond state regulation, taxation or supervision. For
the period from 1991 — 2015 gg. The IMF estimated the
size of the shadow sector in the structure of the Ukrainian
economy at 44.8% (Figure 3),[19].
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2015

up to 1600UAH ¢y 1600.01t0
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Figure 4. Distribution in Ukraine of the number of full-time employees by the amount of their salary for December 2016
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their material
condition in the
next 12 months:

65,7
thl’:II: financial B worsened
position for the 29,9
last 12 months: B remained
unchanged
M has
improved

Figure 5. Self-assessment of material well-being in 2016

So, according to calculations of IMF specialists, the
average size of the shadow economy of Ukraine from 1991
to 2015 is estimated at 44.8% of GDP, and in 2015 — 42.9%.
For comparison: in the Netherlands, the indicators of the
shadow economy averaged 10.77% and in 2015 7.83% of
GDP; in German‘y —11.97% and 7.75% of GDP; Poland —
25.1% and 16.67%; Uganda — 38.74% and 31.88% of GDP,
respectively. Since 1991, when the shadow economy of
Ukraine was estimated at 38.96% of GDP, the indicator
continued to grow until 1998, reaching a peak of 57%. The
downward trend was observed until 2008: the indicator fell
to 36.65%. The financial crisis caused a worsening of the
situation, and during 2009 — 2014, the level of the shadow
economy ranged from 39.2% to 43.5%. "In 2015, the
Pkrainiari shadow economy was estimated at 42.9% of GDP

19, p. 58].

%o determine the scale of the shadow economy, the IMF
experts used the definition of the Organization for Economic
Cooperation and Development in 2016, which takes into
account the tax burden and the amount of contributions to
social security, labour market regulation, unemployment,
the activities of unregistered enterprises, including illegal
economic activity (GDP, account for criminal activity),
production for own needs of households, self-employment,
that is, a key element of the shadow economy and serves
informal employment and economic activity in the informal
economy.

Moving a large part of the employed population from
the official sector of the economy to the informal sector is
one of the negative phenomena of the modern labour market
in Ukraine, which leads to a number of social and economic
problems. The excessive use of informal employment, its
close intertwining with the formal, causes the unregulated
processes in the social and labour sphere. The main
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Figure 6. Households' assessment of Ukraine's economic
development prospects in 2016

motivation for the spread of informal employment is the
desire to receive income sufficient to meet personal needs.
The official salary of a large part of those working in the
formal sector does not fulfil the stimulating, motivational
and reproductive functions.

The impractical decision-making in the sphere of
remuneration of labour will only slow down the further
resolution of problems of its shadowing, the spread of
informal employment, and other social problems. One of
the directions of modern social policy in this direction,
according to Ukrainian economists, is the gradual
introduction of a policy of social quality, which is widely
used in develope(f countries of Europe. Ukraine at the
present stage of development has a rather small
macroeconomic "window of opportunity" for the formation
of a society functioning on the basis of the "social quality”

rinciple. The corresponding macroeconomic basis should
Ee based on a high level of labour productivity and the
structural proportions of the economy inherent in deve-
loped countries[1, p. 81].

In Ukraine, the share of labour payment in the total
household income of the population averaged 47.7% in 2016,
and in some regions, for example, in the Transcarpathian
region only 27.7%. At the same time, 9.3% of households
had per capita equivalent monetary incomes per month
below the statutory subsistence minimum in 2016, and 63.1%
— below the actual subsistence minimum [3, p. 76].

In Ukraine, according to a survey of enterprises on
labour statistics, the average monthly salary of full-time
employees in 2016 was 5183 UAH. This is 3.2 times higher
than the subsistence minimum for able-bodied people. In
December 2016, 59.4% of workers received wages below the
national average, and 2.8 % below the subsistence minimum
(Figure 4), [l(ﬁ
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Figure 7. Dynamics of formal and informal employment in 2000—2016
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Table 3. Number of informally employed population by age group in 2016

EKOHOMIYHA HAVKA

development of the national economy.
In such conditions, Ukrainians use

Total Including by age groups (years), various forms of precarious work and
in % of in % of the total number of employed population of the informal employment to improve their
thousand | - the total corresponding age group financial situation. According to official
people ;‘r‘g‘ll;eyre‘e’z 1524 |25-29|30-34 | 35-39 | 40-49 | 50-59 | 60-70 | data of the State Statistics Service of
Whole 39612 | 243 356|253 [230 |230 |218 226 |360 H}Eg?g‘aﬂl‘yﬂ ezr?liﬁé;eh(f Egmzii&f
population decreased by 342.1 thousand people
Women 1669,0 |[21,3 31,5 212 [18,5 [203 [187 20,8 |38 compared to the previous year and
Men 22922 [27.1 38,9 284 [265 [254 252 245 [335 amounted to 4.0 million people, or
Urban 18919 [16,9 259 [188 [176 [167 [156 [150 [147 | 24.3% of the total employed population
settlements [3, p. 76]. Comparing the trends in the
Countryside |2069,3 |40,6 48,3 394 1393 391 [351 392 |71,7 | development of formal and informal
employmentin Ukraine in recent years,
itshould be noted that informal employment

Industry Building is growing at a rapid pace (Figure 7),[12].

6% 15%

Agriculture, forestry
and fisheries
11%

Temporary

Other economic:

accommeodation and
activities catering
11% 3%

Figure 8. Distribution of informally employed people by types of economic
activity in 2016, in % of the entire informal workforce

The highest percentage of full-time employees who
earned wages within the subsistence minimum for the able-
bodied person operating in December 2016, at postal and
courier companies (11.8%), in enterprises engaged in
temporary accommodation and catering (6.8% "2) and in
agriculture (4.7%) 1[3, p. 76]. There is a tendency for
households to lose self-esteem at the level of their incomes:
44.0% of households in 2016 were constantly denied
necessary, except for food, in 2015 this indicator was 43.2%,
in 2014 — 41.4% of households [3, p. 76]. The results of the
national annual monitoring polls conducted by the Institute
of Sociology of the National Academy of Sciences show that
60% of people in the village where they live are difficult to
find any work [2, p. 145]. According to the material welfare
of the population of Ukraine in 2014 — 70.7% of households
attributed themselves to the poor [3, p. 77], in 2015, the
share of such households was 72.3%, and in 2016, 74.0% of
households considered themselves poor [3, p. 77].

Self-assessment The Ukrainianﬁouseho ds have alevel
of their material security containing data on the subjective
determination of the level of sufficiency of their incomes to
meet basic needs in the past year, their expectations about
the prospects for the future welfare of their families and
the economy of Ukraine as a whole (Figures 5, 6), [11].

The data presented in Figures 4 and 5 show that in the
last 12 months of 2016 only 4.4% of households felt their
financial situation improved, more than half (65.7%) of
respondents felt that their financial situation had worsened,
and in the next 12 months 2017 the situation will not
improve, and even worsen (50.3% of answers). The same
Eessimistic expectations for the next 12 months among the

ouseholds surveyed and the development of the Ukrainian
economy: 37.6% of respondents estimate the future
economic conditions as unfavorable, 22.2% — partially
unfavorable, 27.9% — do not expect tangible changes, and
only 1, 1% ot households will hope for positive trendsin the

Wholesale and retail
trade; repair of motor
vehicles and
motorcycles

warehousing, postal
and courier activities

The employment rate of the population
aged 15—70 years in Ukraine for the period
from 2000 to 2016. Grew from 55.8% to
56.3%, or just 0.5 percentage points (pp). On
the contrary, employment in the informal
sector, on the contrary, grew actively and
increased 1.6 times from 14.8% in 2000 to
24.3% in 2016 that is 9.5 percentage points
rise in the level of informal employment over
the period under review.

The study of the gender characteristics
of informal employment showed that the
employment rate in the informal sector is 2.4
percentage points higher among men than
among women (27.1°/§ versus 21.3%). This is
mainly due to the unpreparedness of the
formal economy to attract workers to work
with decent wage conditions, such that wages
adequately fulfil their reproductive function.
Income should provide a sense of security and
create opportunities for sufficient material
support for workers and their families, since men are more
likely to take on more risky, unstable, but often better-paid
jobs, so they are more likely to enter the employment sector
without any guarantees and dominate the informal
economy. Gender differences between men and women show
a difference in the distribution of informal employment by
a%e groups. At the same time, if for women the highest level
of informal labour relations is typical for persons of
retirement age, then among men the most common is
employment among young people aged 15—24 years. In
addition, at the working age in men with increasing age, the
tendency to informal emp%oyment decreases, in women the
situation almost does not change (Table 3),[12].

In the informal sector of the economy, mostly people
of working age work, where their share in 2016 was 94.1%.
Its highest level is typical for people aged 15—24 years
(35.6%) and aged 60—70 years 36"):), it is these categories
of the population that are most vulnerable and socially
unprotected in the current economic conditions. The spread
of informal employment among young people is explained
by the search for earnings during education, the spread of
informal employment among persons of retirement age,
primarily due to low rates of pension replacement, which
results in high levels of poverty among the elderly and
encourages them to search for informal sources of additional
means of livelihood. The desire to continue working involves
forcing people older than working age to agree to informal
employment, to work in positions that are not attractive to
young workers. That is, in the field of employment there is
the so-called ageism — discrimination of a person on an age
basis. The smaﬁ amount of state social transfers received by
them (scholarships, pensions) and difficulties in accessin
official jobs prompt youth and pensioners to seek informa%
sources ofa(fditiona means of subsistence [8, p. 98].

The most widespread informal employment in Ukraine
was among the vulnerable categories of workers — youth

21%

Transport,

3%
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aged 15—24 years and persons of retirement age. In
the dynamics, the age structure of the informal workers
undergoes certain changes. According to the State
Statistics Service of Ukraine, the share of informally
employed among the employed population of the able-
bodied age isincreasing, and among the population of
the post-retirement age (60 to 70 years), on the
contrary, it decreases. So, in 2016, the share of
informally employed among persons aged 15 to 24 was
35.6% compared to 31.3% in2012. Among persons 25—
29 years old, respectively, 25.3% versus 20.0% and
among persons 60—70 years — 36% against 56.0% of
the employed population of the corresponding age
group.

In addition, the main economic activities of the
informal sector of the economy after agricultural

roduction were construction, trade, repair of cars,

ousehold products and personal items; the activities
of hotels and restaurants, and this, mainly, traditionally
male economic activities (Figure 8).

Among the types of economic activity, the "leader” in
the spread of informal labour relations remains rural,
forestry and fisheries. Despite a 1.7-fold decrease in the level
of informal employment over the past five years, the value
of this indicator remains quite high — 40.8%. Other types
of economic activity, where this type of employmentis very
common, is wholesale, retail trade and repair of vehicles —
20.9%, construction — 15.5%.

An important factor in determining the choice of

ersons in favour of informal employment in Ukraine is the
evel of education. According to official statistics, the level
of informal employment is declining with the growth of
education in both urban and rural areas. In 2016, amon
the informal working population, 34.3% were persons wit
full secondary education, 33.2% — with vocational and
27.5% — with a full higher education.

The informal application of labour hasregional features
(Figure 9), [12]. In general, the territorial division of the
scale of the spread of informal employment is once again
more serious, first of all, its greater concentration in the
regions of the agrarian orientation.

The geography of distribution shows that informal
employment is most concentrated in the western regions of
the country: in Ivano-Frankivsk, Chernivtsi, Rivne and
Transcarpathian, its level is 53.2%, respectively; 49.9%;
46.5% and 35.9%. The lowest figures are shown by the
industrial regions of Kiev, Donetsk, Poltava, Kharkiv and
Dnepropetrovsk regions. The level of informal employment
in the eastern and central regions with developed
infrastructure of industrial enterprises is three times lower
than in the regions of the western region. At the same time,
the number ot employed in the formal sector (at large and
medium-sized enterprises) did not increase during this
period, but even decreased markedly. This is an additional
indirect evidence that the costs of creating new jobs in the
formal sector remain prohibitively higl%, and the main
generator of jobs is the informal sector of the Ukrainian
economy.

Itshould be noted that as a result of the use of informal
employment and the expansion of the functioning of the
informal sector of the economy, there are mixed
consequences.

Informal employment can be seen as a forced form of
adapting the country's population to unfavorable
economic conditions. Positive in this situation is the
formation of a number of socio-economic transformations:
a reduction in the number of unemployed and a strain on
the labour market; the possibility for a certain period of
time to receive income that is higher compared to social
unemployment benefits; the containment of the growth of
social tension in society; the opportunity to gain new skills,
to master new professions, is an important mechanism of
social, labour and professional mobility. Among the
employed is an informally large number of elderly people

Vinnytsia region
Chernihiv regio Volyn region
Chernivtsi regio Dnipropetrovsk region

Lviv region

oc‘ﬁ\ﬁ(?ﬁ%i\??egion

Kiev

Figure 9. The share of informally employed population by regions of
Ukraine in 2016, % of the number of employed in the region

whose pension is insignificant for sufficient material
provision of individual needs, and informal employment
opens up opportunities for obtaining additional income.
For representatives of this age group employed,
employment opportunities in enterprises in the formal
sector of the economy are sharply narrowed. The deficit
of the Pension Fund's resources is blocked by grants from
the State Budget of Ukraine, and a change in this trend is
unlikely in the near future, so the increase in pensions will
be extremely slow, and informal employment will remain
an important source of additional income for them.

In addition, informal employment often paves the way
for small business development. Administrative barriers to
entry into business and the rigidity of labour legislation do
not motivate entrepreneurs to register their business.
Unregistered self-employment allows individuals to start an
entrepreneurial activity, develop experience, gain certain
skills, form social capital, create a material "safety cushion",
which guarantees a successful transition to registered formal
employment.

The use of informal employment creates certain risks
for the state. Thus, a shortage of tax funds by budgets of all
levels and non-fulfilment ot social funds due to shadowing
of incomes in the informal sector of the economy leads to a
deterioration in the economic situation of the population
and the growth of social tensions in society as a whole. The
deficit of revenues to the budget and social funds, which
could be directed to the development of the socio-economic
sphere and the improvement of the level and quality of life
of the population.

Informal employment contributes to the growth of
corruption and the shadow economy; complicates control
over monetary circulation; limits the possibility of obtaining
complete an(i/ reliable statistical information, negatively
affects the processes of macroeconomic forecasting, the
development of effective programs for the social and
economic development of the state. In addition, employ-
ment in the informal sector limits the ability to implement
social rights and guarantees provided by labour law;
increases the risk ofincome instability; makes it difficult to
monitor the working conditions and the quality of goods
and services provideﬁ.

CONCLUSIONS

The implementation of reforms in Ukraine has the
ultimate goal of building a modern European country
with a developed economy capable of meeting the social
needs of its citizens. However, a protracted period of
complex political and economic transformations led to
a crisis situation in virtually all spheres. Under such
conditions, social guarantees for the realization of one
of the fundamentalghuman rights — the right to work —
are not fully ensured in the country. The current state
of the labour market in Ukraine is characterized by
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unfavorable trends in terms of employment and
inefficient use of labour. At this time, shadow
employment acquired an extraordinary spread, which
is accompanied by negative consequences for both the
state and employees. Therefore, one of the main tasks
of the state policy of Ukraine is the concentration of
efforts of all branches of power on the comprehensive
implementation of radical economic, administrative,
managerial and organizational measures to legalize
shadow employment and wages.

Reduction of informal employment in Ukraine and its
legalization requires, first of all, the implementation of
employment policy measures, have an anti-crisis focus.
Coordination of efforts at all levels in the implementation
of employment policy and the reduction of its shadowing is
impossible without a scientifically based integrated national
employment assistance program aimed at balancing the
supply and demand for labour based on productive
employment.

The employment policy should be aimed at redist-
ribution of the labour force by sectors of the economy,
territories and tyEes of economic %rowth of labour
productivity, with the maximum possible social sulg{)port of
the employed. At the same time, it should be taken into
account that the initiated reforms of the economic sector
and the loss of significant production potential in the ATU
zone will ultimately lead to a change in the sectoral and
territorial structure of the economy, and hence to a change
in the structure of demand for labour. Therefore, it is
important to introduce scientifically based forecasting of
the scope and directions of such changes, as well as the
demand structure in the labour market for the medium and
long term.

The priority task for the social development of the
national economy is the formation of a labour force
oriented towards a highly skilled and, accordingly, highly
paid model of social and labour relations. That will lead to
the conclusion from the shadow of informal employment.
The implementation of the employment poFicy using
employment creation programs should be aimed at the
development of small business. Supporting the deve-
lopment of the small business structure through the
introduction of a more flexible tax system, improving the
scope of lending, providing preferential terms for
entrepreneurs to access legal and information and
consulting services should be an important direction to
reduce in?ormal employment.

Reducing the scope of informal employment and
shadowing wages in the informal sector of the economy
also requires accelerating the reform of the pension
system and the income sphere, which will help create
incentives for the labour market to be de-insti-
tutionalized and introduce a social insurance system;
strengthening employers' accountability for compliance
with [abour law. To do this, it is necessary to introduce
changes and additions to the legislation on increasin
sanctions for evading the registration of social an
labour relations between the employee and the em-
ployer, pursuing a more brutal policy to strengthen the
responsibility of labour market subjects for evading
taxes and contributions to social funds and improving
their administration. All activities — regulatory,
organizational, administrative, regulatory, financial and
economic, information should be coordinated and be
comprehensive and systematic.
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