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How to define and measur e informal
employment in developed countries?
A case of Poland.

Dagmara Nikulif

Abstract

The main aim of this article is to point out thespible measures of
how to improve the study of informal employmentdeveloped
countries. We choose the case of Poland to exawlather the
existing definitions and measurement methods ar@alde for
indicating the prevalence of informal employmenirstty, we
present the most popular definitions of informal ptoyment,
secondly we show the existing research on infoengbtloyment in
Poland, and thirdly we assess the previous estmabf informal
employment in Poland with regard to the definiteostope. Finally,
we propose some improvements that would help idystg this
phenomenon in Poland. Through a critical analygisxasting
research on informal employment we contribute te @xisting
literature in two ways: (i) by constructing the idéfonal frames of
informal employment in Poland; and (ii) by pointiraut the
possible extensions of surveys devoted to inforenabloyment in
developed countries.
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I ntroduction

In order to understand the whole economy, it isessary to
investigate its two aspects: the recorded (offjaxale and the hidden
economy (Dixon, 1999). Despite the fact that thetvaajority of
research is on the informal economy as a wholderathan on
informal employment, the latter plays a significamie in the
economy, on both a macro and micro scale. The mifficulty in
research is connected with the definition and memsent of informal
activities.Since the 1970s many efforts have been made tdageve
more precise definitions of the informal sector aimdormal
employment in order to improve statistical estimasi (ILO, 2003). It
IS necessary to underline that the term “informaip®yment”
includes several descriptions, such as: unrecorel@gloyment,
shadow employment, hidden employment, unofficigblmyment and
undeclared work. The existing literature focusestlon differences
between definitions of informal employment in theveloped and
developing countries. It is clear that in the cafsgeveloping countries
the structure and nature of informal employmentdifferent to those
in developed ones. In developed countries, “pdrtfarms of
informality (e.g. enveloped wages) occur more feegly, while in
developing countries purely informal jobs are maignificant.

Moreover, in developing or less developed countraatistical

2In developing countries often the majority of werk are engaged in the infor-
mal sector, which means that the instruments afdalnarket policy, such as em-
ployment regulation and social security, do noseOECD, 2004).
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estimates may include purely informal work, whistunregistered but
also not hidden, due to no effective requirementb& declared
(OECD, 2004). The opposite situation is typical fdeveloped
countries: the informal employment is always hiddéerefore hard
to indicate and measure. That's why both the défimand measuring
methods must be different in the case of developimg) developed
countries. Therefore, if we, for instance, applgedinition that only
takes into account the size of the company or bhgation to register
(which is sufficient in the case of developing coigs), we can omit
a significant proportion of informal jobs while nsging the informal
employment in developed countries (Venn, 2008). elmv, the
distinction between developed and developing ceesseems to be
too general. Taking into account CEE countriescWim general may
be described as developed, we observe both a isagmntif
diversification in the nature of informal employnteand important
changes since the transformation period. Therefeea)se the case of
only one country, Poland, to underline the imparéaaf the national
context, such as the nature of labour relationslewdonstructing the
methodological frameworks of informal employment.

This article aims to provide a review of existirgfiditions and
methods of measurement of informal work in devetbpeuntries in
order to assess their utility in the context of fhaish economy.
Moreover, we aim to stimulate further discussionttendefinition and

measurement of informal employment in developedhenoes.



We compare the definitions proposed by the European
Commission, International Labour Organization ari€l0D with the
measuring methods and definitions used by studyimfgrmal
employment in Poland. We focus on direct methadgairticular on
survey methods as the most appropriate in suclan@seOur main
findings are related to some improvements in thmitien scope and
construction of these surveys. In general, we pepmcluding
envelope wage workers (which is used in the Euhater Special
Survey) and non-standard workers without socialecage in the
informal workforce. We underline that the definitiof informal
employment used in Polish informal employment sysvés not
sufficient.

The structure of the article is as follows: in fiist section we
present some common definitions of informal emplegim Then, in
the second section we discuss recent researctiovmad employment
in Poland. In the third section we point out thiiclilties in defining
and measuring informal employment in Poland. Moezpwe present
some suggestions on how to improve the measureafentormal

activities. The last section concludes the article.
1. Definitions of infor mal employment

The meaning of the notion “informal employment'visry wide.
In order to conduct any research related to infbenanomy, despite
the obvious obstacles, it is necessary to sethberetical boundaries
of this phenomenon. Since an informal economy acaudifferent

forms in all economies, irrespective of their lew¢ldevelopment,
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many institutions tackle this issue in order tolexptheir nature and
to formulate appropriate policy measures. In tleistisn we provide
an overview of the existing definitions of informamployment
proposed by the European Commission, Internatiobabour

Organization and OECD in order to test their wtiby exploring the
informal employment in Poland.

The first of the listed definitions, proposed bye tEuropean
Commission, assumes that undeclared work niediasy paid
activities that are lawful as regards their naturenot declared to the
public authorities, taking into account differengasthe regulatory
systems of Member States”(EU, 1998, p. 2). The abapproach
assumes that criminal activities and work that doeshave to be
declared are excluded. Since this definition ideqwide-ranging, it
can lead to confusion over the measurement. Moredazause of
legal differences in the regulatory systems in eamimtry, it results
in difficulties in making international comparisons particular, this
definition does not address the problem of socemusty, which
should also be one of the indicators of informalitlyunderestimations
of income in the form of tax evasion or envelopgesa On the other
hand, since the capacity of the proposed definiigorery large, it
could be interpreted in different ways. It may thnesa kind of basic
definition, which should be developed and expandecbrding to

specific national circumstances.

3 Note that in documents prepared by the Europeann@ssion the terrinde-
clared workrather thannformal employmernis used.
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In turn, in the publications provided by the Intational
Labour Organization (ILO), the difference betweerpyment in the
informal sector and informal employment is stronginphasized.
Each of these two concepts should be defined armbuned in a
different way since they concern different asp@étthe informality
of employment and require a different policy apgloéHussmanns,
2004). At the same time, it should be noted thimrmal employment
is a broader concept than employment in the infbreggtor. In
defining the term “employment in the informal settwe use an
enterprise approach, while in the case of the témformal
employment” a job approach is required. Unfortulyatdespite the
significant differences, the above notions are rofteised
interchangeably, which creates confusion. The teEmmployment in
the informal sector” means “all jobs in informats® enterprises, or
all persons who, during a given reference pericetevemployed in at
least one informal sector enterpfisgrespective of their status in
employment and whether it was their main or a séapn job”
(Hussmanns 2004, p. 3). As mentioned above, theitieh of
employment in the informal sector does not incladetypes of

informal activitieS. Therefore a broader definition of informal

4Informal sector enterprises are described as dpeiunincorporated enterprises
(...) i.e. enterprises owned by individuals or houdé that are not constituted as
separate legal entities independently of their agjrend for which no complete ac-
counts are available that would permit a finanségaration of the production activ-
ities of the enterprise from the other activitiést® owner(s)” (Hussmanns 2004, p.
3). A detailed description of this term can be fdim Hussmanns (2004).

5> Please note that in @mterprise approacthe attention is devoted to the main
job, while often employees engaged in the formeiaehave a second informal job.

6



activities has been introduced. The definition oinférmal
employment”, in contrast to the term “employmenttive informal
sector”, is based on a job approach and therelgstaito account all
types of jobs that are informal, both in the formaald the informal
sector (secondary jobs as well). In detail, themtélinformal
employment” includes six types of jobs (Hussma2@$4):
- own-account workers and employers in informal gecto
enterprises,
- contributing family workers, both in formal and anfal
sector enterprises,
- members of informal producers’ cooperatives,
- employees holding informal jobs in formal sectotegprises
or in informal sector enterprises, or employed bydeholds,
- own-account workers who are engaged in the prooluctf
goods exclusively for o final use by their househol
Comparing the enterprise and job approach in dejimmformal
employment, a significant difference is observearébver, in the
case of the enterprise approach the extent of nrdbmactivities is
substantially narrowed, which does not reflect teal economic
circumstances. Therefore, it is recommended toaugs approach
instead of an enterprise approach to investigaehenomenon in a
more complex way. Furthermore, the conceptual fraonke of
informal employment proposed by the Internationahbdur
Organization may vary among countries. Thus, #dsised to take

into account the national circumstances and présritvhen defining
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the term “informal employment” (Hussmanns, 2004)s limportant

to note that the proposed definition emphasizes fdt that

informality concerns not only informal sector eptees but is also
extremely widespread in registered entities. Howgthe demarcation
of the definition’s boundaries of informal sectott@rprises could be
problematic, especially in cross-country comparssdvioreover, the
proposed definition of informal employment lackse tissue of
underestimations of income, which is dominant inveleped

countries.

The definition of informal employment proposed bhet
Organization for Economic Co-operation and Develept{OECD)
concerns only the OECD member countries and hemweot be used
in the case of developing countries. The OECD dejfimof informal
employment considers it as employment related égotloduction of
legal goods or services, if one of the legal regmgnts is not met.
Thus, the term “informal employment” covers (VeB008):

- employees unregistered for mandatory social sggurit

- employees paid less than the minimum wage,

- employees without a written contract (if it is regd),

- employees and self-employed who hide or undergtedi

income,

- unregistered firms and their employees,

- “false self-employed.

6 False self-employed is defined as activity that thee same characteristics as
dependent employment but is declared as a purdfaservices from a self-em-
ployed person (OECD, 2004).
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The above definition builds a framework for measgriand
analysing informal employment mostly in developedirdries. The
variety of definitions confirms that the descriptiof the phenomenon
of informal employment is very complicated. Admiliy the
definition of informal employment is imprecise (OB(2004). There
are many doubts over whether some activity is médror not. For
example, the case of declared employment with @adehours
worked is very problematic both from the definiticand the
measurement perspective. The proposed definitiemsdo be most
appropriate and useful in measuring informal emplegt, especially
in developed countries. In contrast to ILO defontl frameworks the
definition proposed by the OECD includes the issoé
underestimation of income, “false” self-employedl dhe obligation
of social security. With regard to the various ferof informality in
developed countries, this definition meets the lehges of its
prevalence.

In summing up the definitional framework of inforima
employment, the following conclusions can be drakrst of all, it is
important to note that informal employment is adater problem.
Thus, the initial approach to defining informal Won terms of unit
production does not cover the whole phenomenontettie, taking
into account informal workers outside the informsattor enables a
broader understanding of the informal employmesues It should be
remembered that in developed countries the infoemgdloyment has

often only been of a partial nature, which enfotbesuse of a broader
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definition. Otherwise, the estimates of informalpoayment tend to
be understated.

Moreover, it should be noticed that whichever d&bn is
chosen, the term “informal employment” covers mdifferent types
of workers, from marginal self-employed, own-acdoworkers to
well-off entrepreneurs who employ others, and franformal
employees of informal or formal firms to contrilngifamily workers
(Jatting, Parlevliet, & Xenogiani, 2008). And thetvhy the analysis
related to informal employment seems to be extrgroemplex and

demanding.
2. Resear ch on informal employment in Poland

Having a basic knowledge on existing definitionsrdbrmal
employment, we then take a closer look at studiesinformal
employment in Poland. We decided to focus on tredyais of the
definitional side of informal employment in only @country, rather
than in a region (such as CEE), due to the sigmficliversity of this
phenomenon across European countries. Research oanfral and
eastern European countries conducted by Williamslli@ms &
Horodnic, 2015) shows that participation in theomfial economy in
the year 2013 differed from 3% in Romania and Ribla;n11% in
Estonia and Latvia. Moreover, the authors indicate significant
correlation between the level of participationriformal economy and
the level of GDP, which means that poorer CEE awestio not show
higher levels of informal work. In turn, the stutigse for the 2007

Special Eurobarometer Survey showed that the vammtin the
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prevalence of informal employment were even highiee: share of
informal employment in all reported employment edrirom 7- to 8

% in the Czech Republic and Slovenia to 35.7% immBRwia

(Williams, 2015b). Moreover, research on envelopges in CEE
countries also showed high variations in the peveg of envelope
wage workers. That's why we aim to analyse first thse of Poland
to explore the national circumstances and to peovad proper
definitional and measuring frames.

First of all we briefly summarize the main sourcéslata on
informal employment in Poland. As the first sourtiee Central
Statistical Office publishes yearly the estimatésworkers in the
shadow economy in Statistical Yearbooks of the Repwf Poland.
These estimates comprise only those workers fonminéormal work
is their main work. These statistics are basedewersl sources, i.e.
studies of work in officially registered enterpssand public budget
entities, studies of registered unemployment (numtfe people
registered as unemployed in labour offices), thieous Force Survey
(LFS) (the results of this study provide informatiabout all types of
work, including those in the informal sector) ahé Special Labour
Force Survey on informal work. According to themsttions from the
year 2014, the number of people employed in thddé&n economy”
totalled 1009 thousandCSO 2015, p. 241), which is 6.93% of total
employment. However, it should be underlined thase estimations

are very general and indicate only the lower bouwndd working

71n 2005 -— 101035 thous., in 2010 — 1074 thou20i13 — 1078 thous. people.
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informally. Therefore, these numbers should berpmeted with
caution.

The second important and more detailed source fofnral
employment data is the cyclical survey on inforrealployment in
Poland conducted by the Central Statistical Office (CSO).
Unregistered work is herein understood as employmghout any
employment relationship(contract, order agreement, contract for
particular task/work or any other written agreembéstween the
employer and employee) in all types of sectors waittlout social
security. Moreover, the duration of unregisteredknis not counted
as a contribution from the viewpoint of the Socialsurance
Institution, the employer does not contribute te 8ocial Insurance
Institution or the Labour Fund and income taxeswatededucted. The
definition also includes self-employment if the foemed economic
activity does not meet financial obligations (¢axes) (CSO 2015b).
Due to the variety of informal activities, unregistd employment was
divided into main job and additional job. Followitlge newest wave
of this survey (2014), unregistered work amounted.6% of total
employment.

Recognizing the problem of informal employment2007 the
European Commission conducted a pilot survey Specia
Eurobarometer No. 284, and in 2013 Special Eurabater No. 402,

8 So far, the survey has been conducted in the ¥€&5, 1998, 2004, 2009, 2010
and 2014.

® The work cannot be also performed on the basealbf appointment, or elec-
tion.
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based on face-to-face interviews (5769 participamt$0 European
countries in the 2007 wave, and 26563 interviewhiéen27 European
Union countries in the 2013 wave). The respondevdse asked
whether in the past 12 months they had (i) acquaeg goods or
services that stemmed from informal work, (ii) coogtd any
informal activities, or (iii) received “envelope g@s” as a part of their
regular wage in a formal job (European Commiss@2®dl4). The
unreported work was described in this survey ab r&ahunerated
activities which are in principle legal but circuemnt declarations to
tax authorities or social security institutions'ufgpean Commission
2014, p. 8). According to the Eurobarometer sur2@§7 (Williams,
2015a), 1199 of formal employees in Poland had received enwelop
wages in the 12 months prior to the survey, wheire2913 this was
5% of dependent employees (European Commission,4)201
Moreover, the 2013 survey shows that 3% of empleyapart from
regular employment, carried out additional paidectared activities
(European Commission 2014, p. T31). One undoubdedrdage of
the EU survey is drawing attention to such issigesrevelope wages
and second or additional informal activities, whente prevalent in
Poland.

On reviewing the relevant literature it can be st the
problem of informal employment in Poland has noerbavidely
explored. The biggest limitation of deeper analysisthe data

10 At the same time 49% (median) of gross income reasived as envelope
wages.
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availability. Among the few empirical studies, Goctki and Tyrowicz
(Tyrowicz & Cichocki, 2011) examined the wage difietial between
the formally and informally employed using the aur#i definition of
unregistered employment as those who are registereshemployed
and at the same time work. They used the sameititafiof working
informally by evaluating the propensity to do wonkformally
(Cichocki & Tyrowicz, 2011). Moreover, a survey dyuon a non-
representative group of respondents was condudBabtérnak-
Malicka, 2013) in the years 2007-2013. The regiltse survey show
that the propensity to take up illegal work is hi§ome 70% of people
under 25 years of age and 80% of respondents age852years
choose to work informally in the absence of emplegi(Pasternak-
Malicka, 2014).

Theoretical studies that try to describe the natdireformal
employment in Poland are more widespread. BednéBsdnarski,
2013) argues that the informal economy in Polandivsrsified and
therefore policy measurements must be selectivelaady addressed
to the different groups of participants in the shadeconomy.
Moreover, it is crucial to distinguish between thoaho work
informally by choice and those who have no othdroop Another,
comprehensive study on the nature of informalityamprised by the
publications of the Central Statistical Office (OS@hich are issued
cyclically with the survey on unregistered work. 3ar four
publications have been made available (CSO 2008 g8 1a; CSO
2011b; CSO 2015b). An interesting study on unregest work in

14



Poland was published by the Institute of Labour@&adial Affairs and
CASE - the Centre for Social and Economic Researbkse two
independent institutions conducted, in 2007, aaneteon undeclared
work in Poland, using the survey method.

In addition, it is important to mention that greatéttention is
devoted to the informal economy as a whole thaninformal
employment in particular. Thus, there are sevewadh liheoretical
(Bednarski, 2010; Cichocki, 2006; Drabek, 2012;d5e2011; Goérka,
2011; Kubiczek, 2010; tapski, Peterlik, & Wynikiewicz, 2015;
Mr6z, 2002; Peterlik, 2014; Raczkowski, 2013; Sditiee &
Raczkowski, 2013) and empirical studies (Gardest&zec, 2009;
tapinski et al., 2015; Peterlik, 2014; Schneider & BueR012;
Schneider & Enste, 2000; Schneider, 2011; Szuld,3p®n the
shadow economy in Poland. Because of the factdbatarticle is
devoted to methodological issues regarding inforengbloyment and
not the whole informal economy, the above papezshat discussed

here.

3. Difficultiesin defining and measuring infor mal

employment in Poland

In this section we evaluate the existing definiibinameworks
with regard to the nature of employment in Polaieg. also focus on
the measuring methods used and ways of improvieig th

Estimates of the size of the shadow economy arélyrumssed
on proxy Vvariables, such as currency demand andtrieiey

consumption. In the case of measurement of theafgprue of
15



informal employment such estimates are of little. i$herefore among
the available methods for measuring informal emplegt the most
appropriate seems to be the use of labour foreeegsi(Venn, 2008).
Measures derived from household surveys bring etyaof detailed
information about people involved in informal adies!'. Moreover,
guestionnaire surveys and national accounting piwes provide
reliable characteristics of the phenomenon of mfaremployment
(OECD, 2004).

However, aggregate methods are still popular, hesk enable
international comparisons. The lack of householth,denostly in
developed countries, leads to the use of proxy nreasFor instance,
some of the research conducted by the OECD omirdicemployment
has been based on registration for/contributiom#mdatory social
security or having a written contract. Both apptesc show some
weaknesses. Assuming that the vast majority of eyeas in
developed countries are registered for social sgcor that only in
central and eastern European countries is theewrttontract a legal
requirement, the above methods may provide untigaéistimates of
informal employment (Venn, 2008).

Another indirect measure, called the “residual rodth
assumes that informal employment means the diféer&etween the

entire active population and the number of fornuddsj Moreover,

1 Some researchers (e.g. Venn 2008) argue thattfierpolicymakers’ view-
point, more important than the extent of informalptoyment is clarification of the
nature of this phenomenon.
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some researchers use the working poor as a praxynformal
employment (Jutting et al., 2008).

Analysing the existing sources and studies on mé&r
employment in Poland mentioned in the previousigecive notice
several important lacks and weaknesses in previeasarch. In
general, it is important to note that all estimatesth direct and
indirect, set only the lower border of the analyggdenomenon.
Moreover, in the case of yearly estimates of waykim the shadow
economy made by the Central Statistical Office (F8OPoland,
which are based partially on indirect methods, dahly main job is
taken into account. Such limitations additionallyause
underestimations of the scale of informal employthemce many
workers hold a second informal job, or receive éowe wages in a
formal job.

Therefore we are convinced that the direct metl{edsrey),
despite their weaknesses, are a more appropriasureof informal
employment. Comparing the definitions proposed hwy European
Commission, International Labour Organization ari€l0D with the
labour relations observed in Poland, they seene to® general. They
are based overall on the assumption that “inforrmaBans “not
declared to the relevant authority”. But it is innfamt to note that in
the developed countries the informality has a plnature, rather than
a pure one. One significant challenge is theretoreneasure the

12 For 44.3% of the total number of illegally empldytbe unregistered employ-
ment constitutes the additional job (CSO 2015I36).
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under-declared income and the additional informarkw This

problem concerns workers whose main activitiedeared, but the
hours of work are concealed or they conduct addifianformal

activities. The same issue occurs when only theniegs are
concealed, while the employment is registered (OEXDD4; Venn
2008). In this field, good practice is shown, forample, by the
European Commission, by conducting the Eurobaranseteey with

guestions about enveloped wages or cash-in-handngrayg

(European Commission, 2014).

Another difficulty that occurs when defining infoan
employment is associated with the self-employed) also constitute
a part of informal employment, which is underlinadhe definition
proposed by the OECD. It is important to mentioat ttome studies
indicate a correlation between self-employment gleswce and other
measures of informal productidr(Loayza & Rigolini, 2006). Thus,
the authors have proposed to the use of the sgifesed share as a
proxy for informal employment, due to its measurahsmplicity and
data availability. On the other hand, the hetereges group of self-
employed seems to be rather problematic, while solype of them
can be classified as “false” self-employed. “Falself-employed
refers to people who work for just one company tedway in which

1 The correlation coefficient is 0.75 for non-eastEuropean countries. Coun-
tries from eastern Europe have been dropped, asreployment in these countries
has remained substantially lower than in non-eadteiropean countries. This gap
results from the socialist past, when employmers ngdated only to state enterprises
(Loayza & Rigolini, 2006).

18



the firms reduce total taxes. In general, the wayktonditions of
“false” self-employed are worse than other emplsygeing similar

work (OECD, 2000). The survey-based research cdadugy the

Central Statistical Office in Poland revealed timaist self-employed
want to work under other conditions (GUS, 2016)erEfore, it seems
to be necessary to consider this part of the labmae in surveys on
informal employment. To overcome the difficulty cacted with

informal and formal self-employed, it is proposedask whether a
person primarily works for one customer and/or inaakplace other
than their own office. Moreover, in the case of heself-employed,

it is important to ask whether in their previousriwbe or she did the
same work as an employee (Venn, 2008).

The problem of “false” self-employment is only ttye of the
iceberg, which is the phenomenon of non-staridafdrms of
employment. Experts from WIEGO (Women in Informal
Employment: Globalizing and Organizing) argue timateveloped
countries “non-standard” or “atypical” forms of plmyment are
becoming more and more common. In general, the egiions of
“non-standard” and “informal” employment are note tlsame.
However, the non-standard forms of employment &snassociated
with a lower level of social and regulatory proteot resulting in
being, in fact, “informal” (Carré & Heintz, 2013Yherefore, the

authors suggest another set of markers in orddgoribe informality.

1 The term “non-standard employment” is also describs atypical employ-
ment, contingent employment and precarious employme
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They propose the use of access to basic health pansions, paid
leave, maternity/paternity benefits or legal prtotst as the
determinants of informality (Carré & Heintz, 2013his approach
sheds new light on the perception of informal emplent.

In reference to the Polish labour market, in régears new
forms of employment have started to spread rapittgording to the
recent estimations made by the Central Statisbéfate (GUS, 2016),
6.9% of total employment constitutes workers whegehather than
typical forms of employment relationships. The redandard forms of
employment include order agreements, contractsafgoarticular
task/work, self-employment and other civic contsacthe survey
reveals that in the case of most atypical workeos-standard work
arrangements are a compulsion rather than a chieioeeover, for
two-thirds of them, non-standard employment is rie@n job. It is
important to note that in terms of the degree ohemnic risk, atypical
forms of employment are frequently associated witbwer level (or
even lack) of social and health security. To sorterd, jobs without
social security should be considered informal. &9 the informal
employment surveys in Poland have not reflectesl ploint of view.
In addition, it is worth noting that in the defiibh proposed by the
OECD, the lack of registration for mandatory socsa&curity is
mentioned as one of the indicators of informal wdrkerefore, we
are of the opinion that a question on social/heatith pension security
should be added to the surveys, thereby improviegindication of

the prevalence of informal employment.
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Taking into account the only direct source of infiat
employment in Poland delivered by the CSO (cycli8arvey on
Informal Employment conducted in 1995, 1998, 2@®09, 2010 and
2014), several remarks can be made. The last dssnfimm 2014
indicate that the level of informal working was %5of total
employment (CSO, 2015b). Looking at the realityisibbvious that
the extent of informality is much higher. Firstadf the definition used
by the CSO assumes that informality means workiitigout any type
of contact or self-employment while hiding the inm® from the
authorities. Measuring informal employment in thisy, a significant
part of it is omitted. Two important issues seerbeéagnored. Firstly,
if we consider a significant proportion of workevgh non-standard
working arrangements (6.9% of total employment @4 who are
mainly forced to work under such conditions (inchglboth “false”
self-employed and people with civil contractsydaems to be desirable
to treat at least some them as working informa#lg. mentioned
before, frequently these types of workers are woered by social,
health and pension security. Therefore, the use aéfinition based
only on the need for a contract seems to be irgeffi. Secondly, the
big problem of envelope wages and the associatak blours worked
is also omitted. According to the results of theS&al Eurobarometer
survey, the envelope wages represent a signifigaogortion of the
informality in the labour market. The question dfigional informal
wages in the form of envelope wages is crucialdstimating the

prevalence of informal employment in developed ¢oes.
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The last proposal is related to the voluntarindssiformal
activities. It is important to note that for someople (students, women
with young children), non-standard employment agesments are
very useful, while for other workers they are aessity because of
the lack of alternatives. Asking the question “Wbuybu prefer to
work more hours?” may be helpful in identifying uotary and
involuntary groups of non-standard workers.

Summarizing the proposed changes to the definiaod
measurement of informal employment, a further improent in data
collection is needed. The poor state of informiablar market statistics
hinders thorough analysis and therefore approppaliey decisions.
Primarily regular updating and monitoring of amoimhal employment

database is missing (Jutting et al., 2008).
Conclusions

The main purpose of this paper was to provide #evewof
existing definitions and measurement methods ftorimal work in
developed countries in order to assess theirytilithe context of the
Polish economy. Moreover, we aimed to stimulatéhfr discussion
on the definition and measurement of informal emplent in
developed economies. We compared the definitioapqsed by the
European Commission, International Labour Orgaionaand OECD
with the measuring methods and definitions usestibgying informal
employment in Poland. We pointed out the main weages of the
survey methods used and suggested some improverfentbe

definition scope related to the construction o$ thrvey.
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First of all, we are convinced that direct methdsigrvey),
despite their weaknesses, are a more appropriasureof informal
employment. At the same time, the distinction betweeveloped and
developing countries in terms of defining inforreatployment seems
to be too general. Taking into account CEE cousitidnich in general
may be described as developed, we observe a s@nifi
diversification in the nature of informal employnemherefore, an
analysis of the national background with regarth&nature of labour
relations appears to be highly desirable. Our amalyf definitional
and measuring frames of informal employment in Rdladicates the
following issues. In general, we refer to the syrstidies as being the
most relevant in indicating informal employment. eféfore, our
remarks are focused on improvement of the studyoast by using
only direct methods.

Firstly, there is a need to expand the definiticope with the
partial forms of informality. Bearing in mind that the developed
countries informality has a partial nature, ratthem a pure one, one
significant challenge is therefore to measure timelew-declared
income and the additional informal work. The measof informal
employment conducted by the Central Statisticalio®ffdoes not
address the issue of under-declared income, e.ghenform of
envelope wages. At the same time, another studpmpesd by the
European Commission shows that envelope wage workee
prevalent in European countries. In this field, g@oactice shows the

Eurobarometer survey with questions about enveleguges or cash-
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in-hand payments (European Commission, 2014).[€huds therefore
to the conclusion about the need to consider teiment of informal
activities.

Secondly, the definition used by measuring informal
employment in the Polish Labour Force survey skiygs important
issue of “false” self-employed. Since “false” seffiployed consists
of people who are working for just one company #r@dway in which
the firms reduce total taxes, it seems to be nacgss consider this
part of the labour force in surveys on informal ésgment. However,
the group of self-employed is heterogeneous arslttheidemarcation
between “real” self-employment and “false” self-dayment could
be problematic. Therefore, to overcome the difficgbnnected with
informal and formal self-employed, it is proposéettit should be
asked whether a person primarily works for oneamst and/or in a
workplace other than their own office. Moreoverthe case of newly
self-employed it is important to ask whether, irithprevious work,
he or she did the same work as an employee (Vé08)2Such an
extension would help in improved identificationtbe informal part
of self-employed.

Thirdly, we argue that greater attention shouldjiven to the
non-standard forms of employment when studying ringdity.
Bearing in mind that in terms of the degree of @it risk, atypical
forms of employment are frequently associated witbwer level (or
even lack) of social and health security, it is megful to consider

some them as informal activities. Therefore, besitlee typical
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demarcation between formal and informal jobs onbidess of type of
employment relations, the division could be madéwhe use of
access to basic health care, pensions, paid leaaternity/paternity

benefits or legal protection. In practice, the syrgquestionnaire could
be extended by a question on social/health andigesscurity and

thus improve the indication of the prevalence &drimal employment.

Moreover, a simple question on preferring to workrenhours would

help in identifying the voluntary and involuntaryogps of non-

standard workers.

In our article we aimed to prove that the defimtissed by the
measurement of informal employment in Poland issufficient and
causes a significant underestimation of the prexaeof this
phenomenon. We hope to stimulate further discussidhe definition
and measurement of informal employment in Poland ather
developed economies with similar labour marketti@ta. Moreover,
we managed to build definitional frames of inforneahployment in
Poland and to point out the possible extensiorsinfeys devoted to

informal employment in developed countries.
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