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Social Affairs

y@‘l@, United
7 Nations

Framework for the Informal Economy

Goal:

Complete pregentation of the informal economy (focuging on the pergpectibe
of the economic unit)

ot forusing on exhaustiveness.
Informal productibe actibities are:

All productibe actibities carried out by persons and economic units that are
ce in [aw ov in practice ce not cobered by formal arrangements.

The informal economy is defined as constituting all informal productive actibities.
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Domains of the economy

SPA institutional units can be clagsified in three domaing of the economp.

Production mainly intended for the market with the
purpose of receiving a profit

Yes No

Yes |Formal sector Formal sector
Formally recognized

economic unit Household own-use
No Informal sector .
production
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(&) United
Nations

Department of
Economic and
Social Affairs

==

Economic Unit

| |
Household Other SNA
institutional sector institutional sector
Step 1: |
Identifying |
th‘_a Production not mainly Production mainly
domain ot intended for the market intended for the market
the |
economy [ |
Not registered Registered
AND no formal OR formal
workers workers
| |
Domain Household own-use production Informal sector Formal sector
| 1 |
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Domain Household own-use production Informal sector Formal sector
I
Housing services of Direct volunteering
OWnNer occupiers or informal NPISH
] Unregistered Registered
Not part of Registered HH own production production
Step 2: informal economy use production
ldentifying |
which | | |
. . Not part of
productive Unregistered HH : P Informal Formal Informal
. . informal economy
activities own use productlon workers workers workers
dare |
informal
| | Mot part of
Only informal Without Any formal informal economy
employees employees employees
|
Mot part of
informal economy
: Production of
Unregistered Unregistered HH . Production Production of Productive activity
Informal ducti ithout informal MPISHs
HH production Lrrrlfatialn el and direct of informal informal of informal
Economy with infarmal employees volunteers sector establishments of workers in formal
employees enterprises formal enterprises establishments
Goods Services Goods Services
Labour Informal Informal own-use production work; Informal employment;
Input Employment informal volunteer work informal unpaid trainee work; informal volunteer work 1

@ DESA | statistics Bivision




¢ N H Department of
\E@& Unlted Economic and L g . . . ... _ SNAinstitutio Isectors
7 Nations | social Affairs rormary AT W :
b) Final |nformal productive activities in the formal sector
Type of SNA Corpor
institutional unit
FO rmal SeCtOr All productive activities of informal workers engaged
Main type of Market e
production produc ) Y- .
Al furmally tetugm’aeb eCOnomic units: formal household unincorporated enterprises,
, formal NPISHs,
* Corporations financial corporations,
e AJfinancial corporations non-financial corporations, and
o @General gobernment general government
Incorpd
° ﬁi@ﬂ%%ﬁ Operational enerey Plus:
e AJformal household unincorporated enterprises 2:?;”;:;:\/?:;:;: production of informal establishments of formal
formal status sector enterprises
Informal productive activities in the formal sector:
— Informal employment
« QIl productibe activities of informal workers within SNA | ——
: , babausninput] i Informal unpaid trainee work
engaged by formal economic unitg boundary
, , ’ _ Informal volunteer work
Production of informal establishments (of formal Domain-otitne :
, BN to SNA Sect Goods and Services
sector enterprises).
peaguetion SNA production boundary
g?ﬂmf{ma” Partly* PINIA genpralfgrdduct onpbféiu*ndiary Partly*
economy
Informal Ecohomy
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Informal Sector

AIl production by informal unincorporated household
enterpriges:

Production mainly intended for the market.
ot registered for tax or similar.
$o formal workers.

Informal productive acti+iﬁ@§dﬂﬂﬁi¥ﬂﬂﬁﬁbﬁ¢&ﬁ¢!®f the ec

Informal sector

Type of SNA institutional
unit

Main type of production

Operational definition as
part of identifying the
formal status

All production of:

informal household unincorporated

enterprises

\Abidin SBAteroduction

boundary

Informal employment

Informal unpaid trainee work

Informal volunteer work

Domain of the economy
Relation to SNA production

Goods and Services

boundary:
Productlve activities are

SNA production boundary

SNA genergproduction boun

[JdlL UI IllIUlllldI cLoOnNoImy

Informal Economy
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Informal produlctive activities WNAinsHiswimalseefahe economy

Informal household own-use production

T f SNA
Household own-use Type oFSNA
_ institutional unit
prOdUCtlon Main type of
production ol Informal production of:
: . o H
Households producing goods and serbices mainly intended BB e (LR T G
for oton use. production :
engaging informal informal or temporary NPISHs,
Including: e direct volunteers
o Informal or temporary PLPISPHs.
, ( K Operational
o Direct bolunteer work. definition as par
of identifying the
Excluded from informal economy: formal status '”florma' t
, , , : . employmen
o 353 engaging formal paid domestic staff. hakerin mmt- informal volunteer work
° %nglng SBI’hllZBS Uf oloner -D[[IIDIBI’S. Iprodulctlon Own-use production work
« Some production by household members for oton - — Goods and —
, , ) IPCfmaln of TSFP\F ) Goods Services
use being formal through registration. le gﬁgrr% ;o A | Services
%&%‘g“%tr.yg SNA production boundary
Pote: Wepond SR production boundary affivzties 'alre part |\ SNﬁ\’Egl%f%?%PéﬁuLtion boundary
economy oth&fRsgaal egonomy
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Informal household own-use

production

Separate tdentification of:

1. @nregistered 57 production with only

informal emplopees

2. Unregistered H7H production without

employees
a) Goods
b) Serbices

3. Production of informal PP ISHs and

direct bolunteers
a) Goods
b) Serbices

This allotws identifying which part of informal
household otwn -use production i within the

SPA production boundary

Domain

Step 2:
Identifying
which
productive
activities
are
informal

1

Household own-use

production

I

I
Housing services of
owner occupiers
| i

Not part of
informal economy

Unregistered HH
own use production

Direct volunteering
or informal NPISH

|

Registered HH own
use production

I

Not part of
informal economy

[ I

|

Informal
Economy

Only informal Without Any formal
employees employees employees
T
Not part of
informal economy
Unregistered Unregistered HH _ Production of
HH producti production without informal NPiSHs
P uction . and direct
with informal rpIyes SIS
employees
Goods Services Goods Services
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Treatment of dependent contractors

Dependent contractors:

* babe contractual arrangements of a commercial nature (but not a contract of emplopment) to probide qoods or serbices
for or through another economic unit;

o are paid by commercial trangactions and do not habe an incorporated enterprise, thug are in emplopment for profit;
o are usually regpongible for arvanging their otwn gocial insurance and income tax;
e Do not employ one or more persons as an employee; and

o are operationally and/or economically dependent on another entity that exerciges control ober their productive actibities
and divectly benefits from the work performed by them.

Wreatment discussed at ILO working gqroup. Preferred by Task Team:

o QIl dependent contractors are otwner -opevators of household unincorporated enterprises.

o This economic unit is part of the informal gector if it is not registered for tax or similar and in the formal
sector otherwige.

Economic and FrameWO rk
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Treatment of illegal activities

There are two kinds of illegal production (2008 SN A para. 6.43):
a)  @he production of goods or serbices whoge sale, distribution or pogsession is forbidden by la;

b) Production that i usually legal but becomes illegal when carried out by unauthorised producers.
Wype b) illegal activities are alwaps part of the informal econompy.

@ype a) illegal activities should be separvately identified to meet policy needs. Options:

i)  When economic units engaging in illegal production comply strictly to the principles of informality, include type a)
illegal production in the informal economy and identify illegal production within the economy in an indicator; or

i) Exclude type a) illegal productive activities from the informal economy by convention and supplement statistics on
informality with measures of type a) illegal productive activities.

Economic and FrameWO rk
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Digitalization

Digitalization facilitates production in barious waps. Among them arve:

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

1Bougehold participation in production activities for example through digital marketplaces.
Their clagsification in the domains of the economy are dependent on:

o Yhether the sale of the qoods and serbices constitutes production;
o Other criteria for cateqorization established abobe.
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Informal Cross Border Flows

Extension of the framework to account for the relationship bettween domestic production in
the informal economyp and external transactions by congidering informal cross -border

trangactions, for example:
o Shuttle trade and smugaling by informal units
o Jnformal tourism gervices for non-residents by households.
o Remiftances transmitted through informal channels.

Illeqal crogs -border flotws, that can be considered informal, should be treated like
pomestic illegal actibities outlined abobe.

e o Framework
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Next steps

o Expert qroup consultation by ILO PG, BOPLCOM, and AEG
e AEG and BP Task Weam to approve GF) for qlobal consultation

o BGlobal congultation of PA and BP Experts as well ag Labour Statisticians
e BOPLCOM and AE® consultation to endorse G for publication

e SPA and BP lead editors to implementing the recommendations in the update of the
SPHA and BPM

Economic and IETT guj.dance n0te

“ ' DESA | Statigtics Division

15




Thank you!
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