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Policy needs
* Interest in the informal economy continues to attract considerable attention.

« New informal types of economic activities are emerging, creating new types of jobs
that could be characterized as being less formal or even informal in nature

« The quantification of the informal economy needed for designing, implementing,
monitoring and analyzing macro-economic and social policies and to assess impact.

« The framework for the informal economy aims to ensure consistent measures of
Informal production and informal labour inputs.

 Inform policy decisions to formalize economic units and to decrease the vulnerability
of informal workers.

* Closely linked to the ILO work on the revision of the standards of statistics on
informality.
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Presenter Notes
Presentation Notes
Why was a revision of the guidance on the informal economy necessary?�The topic is still very important and there are economic developments, such as emerging new types of jobs, for example in the gig economy, that could be characterized as being informal. ��To enable policy makers to make informed decisions – typically with the goal to formalize economic units on the one hand and decrease vulnerability of informal workers on the other hand – we needed to develop a consistent framework for informal production and informal labour inputs.�To achieve that we have collaborated very closely with the ILO working group on the revision of the standards of statistics on informality. 
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Framework for the Informal Economy

Goal:

Complete presentation of the informal economy (focusing on the
perspective of the economic unit)

Not focusing on exhaustiveness.
Informal productive activities are:

All productive activities carried out by persons and economic units that
are — in law or in practice — not covered by formal arrangements.

The informal economy is defined as constituting all informal productive
activities.
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Presentation Notes
This means we are talking about both labour inputs and production.
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Informal productive activities — The Informal Economy

Sector

Formal sector

Informal sector

Household own-use production sector

Informal productive
activities

Production in the formal sector is never
informal
All informal labour inputs of workers
engaged by:
formal household unincorporated
market enterprises,
formal NPISHs,
corporations,
and general government

All production of
informal household
unincorporated market enterprises
&

All labour inputs used to undertake
this production

Unregistered household own-use
production including informal or
temporary NPISHs and direct
volunteers

&

Household production
engaging informal domestic
employees
&

All labour inputs used to

undertake this production All labour inputs used to

undertake this production

Informal employment Informal employment Informal employment
For pay or
Type of rofit Informal labour inputs of workers in
informal P
formal employment
labour
inputs Not for pay |Informal unpaid trainee work Informal unpaid trainee work Informal volunteer work
or profit  (Informal volunteer work Informal volunteer work Own-use production work
Goods and Services Goods Services
Relation to SNA
) SNA production boundary
production boundary:
General production boundary
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Presenter Notes
Presentation Notes
Going through this whole table would spoil a large part of the rest of my presentation, but there are three things I would like to highlight here:�1) Not only the informal sector, but we are looking at informality in what we call the formal sector and the Household own-use production sector. 
2) Going beyond the SNA production boundary, by including household production of services for own final use. 
3) Not only employment but also work that is not for pay or profit�


nited | &Coromicon: Decision tree to identify imform al
productive activities

Economic Unit

Household institutional Other SNA institutional

Step 1: sector sectors
|dentifying the | |
sector of the : :
Production NOT mainly P.roductlon e
economy ) intended for the
intended for the market
market
Not registered Registered
| H
Household own-use Informal

Sector production sector AT Formal sector
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Presentation Notes
In a first step, we can assign all economic units to one of the three “sectors” of the economy.

*Households in their capacity as market producers, i.e. unincorporated household market enterprises.

These can be either registered or not. 


oisd, Y Informal Sector

All production by informal
unincorporated household enterprises:

* Production mainly intended for
the market.

« Not registered for tax or similar.
« No formal employees.

All production and labour inputs in the
Informal sector are part of the informal
economy.

Type of SNA
institutional unit

Main type of
production

Operational
definition as part
of identifying the
formal status

Within SNA
production
boundary

Sector of the
economy

Productive
activities are part
of informal
economy

Unincorporated
household market

enterprises

Market production

Not registered and
does not engage
formal employees

Yes

Informal sector

Yes, both
production and
labour inputs

“'DESA | Statistics Division



Presenter Notes
Presentation Notes
In a second step, we identify informal production and informal labour inputs in each of the three sectors. ��The informal sector consists of all unincorporated household enterprises, whose production is mainly intended for the market, are not registered.

They are also not able to engage formal workers. ��*size of the enterprise is not a criterion
*agriculture is not an optional inclusion
*mainly intended for the market as opposed to “at least some” production to be sold or bartered.


SNA institutional sectors

72X\ Q Department of
% \ Hn{ted Economic and a) Non-financial corporations c¢) d) NPISHs e) Households
\\S.77 AtlONS | social Affairs and General
b) Financial corporations governm
ent
F O I‘m a 1 S e C t 0 I’ Type of SNA Corporations  Quasi- Governm NPISH Unincorporated
institutional unit corporations  ent units household
All formally recognized economic units: market
enterprises
Financial COI‘pOI‘ationS Main type of Market Market Non- Non-market Market
) ) ) production production production market  production production
« Non-Financial corporations -
‘i
 General government on | _
Incorporated  Have a Always Registra Registered or
 NPISHs Operational enterprise complete set formally tion engages formal
. ST e of account for recog employees.
» Formal household unincorporated HEON € tax purposes; nized
. of identifying the ) df
enterprises formal status reglster.e for
tax or similar
Informal productive activities in the formal JEEis Yes Yes Yes Yes Yes
production
sector: boundary
: : Sector of the Formal Formal Formal Formal Formal
[}
A” Informal Iabour InPUtS economy Sector 1 Sector 2 Sector 3 Sector 4 Sector 5
Productive
: activities are part Only informal labour inputs
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Presenter Notes
Presentation Notes
Financial and non-financial corporations are either true corporations or quasi corporations. The latter are considered formal economic units, because they have a complete set of accounts for tax purposes. ��Economic units in the General government sector are also always formally recognized and NPISHs are registered. Informal NPISHs are part of the household sector.��Finally, those unincorporated household market enterprises that are registered, are also part of the formal sector.��Now back to step two: identifying the productive activities that are part of the informal economy. And here the guidance is that only labour inputs are part of the informal economy.
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Households producing goods and
services mainly intended for own use.
Including:
 Informal or temporary NPISHs.
 Direct volunteer work.

Excluded from informal economy:
« HH engaging formal paid
domestic staff.

« Housing services of owner-
occupiers.

« Some production by household
members for own-use being
formal through registration.

Note: Beyond SNA production boundary

“'DESA | Statistics Division

Household own-use production
Type of SNA

institutional unit

Main type of
production

Operational
definition as part
of identifying the
formal status

Within SNA
production
boundary

Sector of the
economy

Productive
activities are part
of informal
economy

Household

Own-use production

Housing Production of
services of households for
owner- own use with

occupiers  employees

Never Production is
informal informal if
employees are
informal
employees
Yes Yes

Production of Households for
own use without employees.
Including informal and
temporary NPISHs and direct
volunteers.

Direct volunteers and informal
and temporary NPISHs are
always informal; other HH
production for own use without
employees is informal unless
production is registered.
Goods Services

Yes No

Household own-use production sector

Yes, both

production and Yes, both production and labour
No labour inputs if inputs unless production is

employees are
informal.

registered



AN
)
=
< C

nited
ations

Department of
Economic and
Social Affairs

Formalsector,informal sector and household p
for own use and relation to the SNA 1nst1tut10na1 sectors

roduction

SNA institutional sectors

a) Non-financial corporations c) General d) NPISHs e) Households
and government
b) Financial corporations
Type of SNA Corporations | Quasi- Government NPISH Households (excluding institutional HH and HH as consumers)
institutional unit corporations units Unincorporated household
market enterprises
Main type of Market Market Non-market Non-market [ Market Market Own-use production
production production production production production production production
Housing Production of Production of Households for own
services of | households for use without employees. Including
owner- own use with informal and temporary NPISHs and
occupiers employees direct volunteers.
Incorporated | Have a complete | Always Registration Registered or Not registered | Never Production is Direct volunteers and informal and
Operational enterprise set of account for | formally engages formal | and does not informal informal if temporary NPISHs are always
definition as part tax purposes; recognized employees. engage formal employees are informal; other HH production for
of identifying the registered for tax employees. informal own use without employees is
formal status or similar employees informal unless production is
registered.
Within SNA Yes Yes Yes Yes Yes Yes Yes Yes Goods Services
production Yes No
boundary
Sector of the Formal Formal Formal Formal Formal Informal .
Household own-use production sector
economy Sector 1 Sector 2 Sector 3 Sector 4 Sector 5 Sector
. Yes, both
Productive Yes, both " .
. . production and | Yes, both production and labour
activities are part . ) production . . ] ..
) Only informal labour inputs No labour inputs if inputs unless production is
of informal and labour .
) employees are registered
economy inputs

informal.
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Treatment ofillegal activities

There are two kinds of illegal production (2008 SNA para. 6.43):

a) The production of goods or services whose sale, distribution or possession is
forbidden by law;

b) Production that is usually legal but becomes illegal when carried out by unauthorized
producers.

Type a) illegal activities are by convention excluded from the informal
economy

Type b) illegal activities are always part of the informal economy.

“ ' DESA | Statistics Division
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Presenter Notes
Presentation Notes
Type a) definition

Policy goals for type a) and other informal production are different. Policies in general aim to formalize informal production and stop type a) illegal production.

For that reason, type a) illegal activities are excluded from the informal economy. 

Type b) definition

Here the policy goals are consistent. Also, registration an authorization often go hand in hand – so type b) illegal activities are part of the informal economy.
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Treatment ofdependent contractors

Dependent contractors:

« have contractual arrangements of a commercial nature (but not a contract of employment) to
provide goods or services for or through another economic unit;

« are paid by commercial transactions, thus are in employment for profit;
« do not have an incorporated enterprise;
« are usually responsible for arranging their own social insurance and income tax;
« do not employ one or more persons as an employee; and
« are operationally and/or economically dependent on another entity that exercises control over their
productive activities and directly benefits from the work performed by them.
Treatment discussed at ILO working group. Preferred by Task Team:
« All dependent contractors are owner-operators of household unincorporated enterprises.

« This economic unit is part of the informal sector if it is not registered for tax or similar and in the
formal sector otherwise.
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Presentation Notes
The treatment of dependent contractors are 
Define Dependent contractors.
�- should be considered owner-operators of household unincorporated enterprises.�- then you can apply the framework and check if the economic unit is registered. If it is, it is part of the formal sector. For dependent contractors, the economic unit is also considered formal if the dependent contractor is registered for tax through the economic unit they depend on. 
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Digitalization

Digitalization facilitates production in various ways. Among them are:

Dependent contractors dependent on large formal enterprise that provide a
digital intermediation service. These enterprises can facilitate formality for
the dependent contractor.

Household participation in production activities for example through digital
marketplaces. Their classification in the domains of the economy are
dependent on:

« Whether the sale of the goods and services constitutes production;

« Other criteria for categorization established above.

“ ' DESA | Statistics Division
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Presenter Notes
Presentation Notes
Digitalization has an impact on the informal economy in various ways.�One important one is that large formal enterprises provide new digital intermediation services (think Uber), and they engage workers that may often be classified as dependent contractors. As explained before their household unincorporated enterprises may be included in the informal sector and thus would be part of the informal economy. 

Digitalization also facilitates household participation in production activities, for example by selling goods and services on digital marketplaces. Whether these activities are part of the informal economy, is firstly, a question of whether this sale even constitutes production. If yes, the framework can be applied.
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Informal Cross Border Flows

Extension of the framework to account for the relationship between domestic
production in the informal economy and external transactions by considering
Informal cross-border transactions, for example:

 Informal cross border transactions in goods (exports and imports): This
Includes shuttle trade and smuggling of legitimate goods by informal units .

« Informal services: primarily tourism services such as room rental, informal
restaurants and bars by households to non-residents.

« Remittances transmitted through informal channels.

lllegal cross-border flows, that can be considered informal, should be treated
like domestic illegal activities outlined above.

“ ' DESA | Statistics Division
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Presenter Notes
Presentation Notes
The framework can be extended by considering informal cross-border transactions. Important examples are:��List ��Illegal cross-border flows, that could be considered informal, are to be treated like domestic illegal activities as outlined above. 
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[llicit Financial Flows (IFFs)

IFFs should be distinguished from cross-border informal economy
flows

IFFs are financial flows that are illicit in origin, transfer or use, that
reflect an exchange of value and that cross-country borders
(UNODC and UNCTAD, 2020)

Based on the treatment of illegal activities, IFFs are excluded from
the informal economy.

“ ' DESA | Statistics Division
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Presenter Notes
Presentation Notes
Illicit financial flows, which are defined as ….

Are excluded from the informal economy due to the treatment of illegal activities. 
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Non-observed economy

« Main aim of the non-observed economy framework is exhaustive measures
that include production in the informal sector, illegal production,
underground production, household production for own final use within the
SNA production boundary, and other production that is not covered due to
deficiencies in the data collection programmes.

« The informal economy framework aims to ensure consistent measures of
Informal production and informal labour inputs to inform policy decisions to
formalize economic units and to decrease the vulnerability of informal
workers.

“ ' DESA | Statistics Division
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Presenter Notes
Presentation Notes
The aim of frameworks for the non-observed economy is to achieve exhaustive measures of production to compensate for deficiencies in the regular data collection programmes. This includes some production in the informal sector, but also illegal production, underground production, and household production for own final use within the SNA production boundary.

The informal economy framework aims to provide a consistent and complete picture of informal production and informal labour inputs to inform policy decision that aim to formalize economic units and to decrease the vulnerability of informal workers




Thank you!

SNA@un.org
jonathan.gessendorfer@un.org
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