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Under-declared/quasi-formal employment

An illegitimate form of employment in which a formal employer conceals from the
authorities the actual remuneration of their legally registered employee by declaring
only a part of it.

m Declared wage B Envelope wage

% A project implemented
N et by a consortium led by the
: : ST " Center for the Study of

Democracy



Figure 1 Envelope wage practices in the EU, % of formal employees in 200
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Source: Special Eurobarometer 284/Wave 67.3 and the Special Eurobarometer 402/Wave 79.2
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What explains such differences between countries:

 Two-level logit modelling:

Model 1 — participation

Sometimes employers prefer to pay all or part of the salary or the remuneration (for
extra work, overtime hours or the part above a legal minimum) in cash and without
declaring it to tax or social security authorities. Has your employer paid you any of
your income in the last 12 months in this way?

Model 2 — satisfaction

Were you happy getting part of your salary without having it declared to the tax or
social security authorities or would you have preferred to have had your total gross
salary declared?
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Findings

* Micro-level predictors significant for participation: gender, age,
size of the company, tax morale, occupation (partially).

* Macro-level predictors significant for participation: employment
rate, youth employment rate, at-risk-of-poverty rate, government
effectiveness, rule of law, perceived judicial independence,
inequality of income distribution, corruption perceptions index,
trust in government, tax morale (average).

» Satisfaction determined only by tax morale and the exact role
of envelope wages.
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Table 1 Envelope wages in Croatia, Bulgaria and FYR Macedonia, % of formal e

Yes Mo DK/ Refusal Yes Mo pE/Refusal Yes Mo DE/Refusal DK /Refusal

_E Male 1343 E15 5.1 7.3 B9.0 33 16.6 776 5.8 151 79.1 5.8
;E Female 8.5 B6.7 3.8 3.5 832 13 12.3 Bz B 4.9 101 B4.9 5.0
15-24 19.0 TE.O 5.0 223 75.7 2.0 155 7B.1 6.4 20.1 73.6 5.3

25-34 144 B3.2 24 3.4 91.2 0.4 158.4 7B 3B 164 BO.6 3.0

‘% 35-44 117 B2.7 5.6 51 90.9 4.0 13.7 ED.2 6.1 16.0 77.2 6.8
45-54 T7.E 871 5.1 35 945 2.0 117 BE10 73 7.4 86.9 5.7

55-64 10.2 Ba.7 5.1 23 932 4.5 16.4 792 44 ] B56.1 7.0

single 151 g2.1 2.8 116 871 13 179 T6.7 5.4 16.5 81.6 18

E Married 5.4 B6.2 54 33 94.6 2.1 114 BE3G 50 122 B2.2 5.6
ﬂ Cohabiting 1839 756 55 3.6 871 43 251 682 6.7 20.7 79.3 0.0
E Divorced/ Separated 151 TOEB 5.1 113 B4.5 4.2 189 749 6.2 16.3 79.1 4.8
Widowed 15.9 735 9.6 i6.2 B3.B 0.0 188 T35 7.7 12.0 61.3 26.7
Construction 222 706 7.2 161 794 45 219 676 10.5 276 65.3 6.1

"E Industry and transport 12.7 B3l 4.2 8.0 B899 4.1 179 TE.6 5.5 122 B5.2 2.6
g “E Household and repair services 16.1 B0.3 3.6 8.6 91.4 0.0 249 606 5.5 6.3 o0.3 3.4
1 Hospitality and service sector 119 Ba 4 3.7 6.4 914 22 145 B11 4.4 159 79.6 4.5
B ﬁ Retail 113 859 2.8 7.5 90.7 1B 128 B45 2.7 1210 853.0 5.0
E Agriculture 148 75.4 9.8 28.3 58.2 135 9.7 7B 125 225 77.5 0.0
other 73 802 25 4.2 948 10 88 BE._2 30 oB B6.3 39

Wery small 12.7 B4.5 2.8 7.6 89.0 3.4 159 EDS9 3.2 13.7 B5.4 0.9

':IE!I Fairly small 109 B5.3 3B 7.2 90.E 2.0 11.4 B4 2 44 16.2 78.3 5.5
% :! Fairly high 116 B40 44 5.4 929 1.7 166 7749 5.5 125 E1.8 5.7
Q very high 142 8189 39 7.5 925 0.0 285 639 7.6 119 53.8 4.3
'g E E:ttiml:;::w 114 g4.0 3.7 5.2 91.4 34 15.0 Bl.1 359 140 B2.3 3.7
‘H- H Tax + contribution + fine 112 B5.2 3.6 749 91.0 11 138 El1 51 114 g4.3 4.3
“ Prison 114 B6.7 b -] 0.0 ioo 0.0 116 B6.3 21 20.2 76.4 34

2 BS B7 B 3.7 5.7 923 2.0 109 B4 0 4.2 Q0 B5.7 5.3

'ﬂ 2-4 13.7 Elgo 44 7.3 916 0.7 154 TB3 6.3 171 78.4 4.5
E 4-6 15.1 761 5.8 7.1 B3.6 9.3 154 T7.6 4.0 20.5 73.0 8.5
E 6-8 26.2 638 10.0 14 816 LE] 320 483 1BE 245 67.9 7.8
3-10 42 8 301 151 0.0 100 0.0 61.7 0.0 383 441 442 117

Source: GREY Survey

A project implemented
S E L D I .Nn et by a consertium led by the
- Eouhoast Eropesn Leacerhi o Center for the Study of
0 ! ang Ineg Democracy




Figure 2 Predicted probability of receiving envelope wages of a ‘representative’ worke

by tax morale and age
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Representative worker: married Croatian male working in the industry sector, who thinks that the risk of being
detected by the authorities is fairly small and expects to pay taxes and social security contributions due plus a fine

if prosecuted
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Table 2 An insight into the structure of quasi-formal workers in SEE, % of total under-
declared population

Worker

under-declaration Employer 61.3 69.5 65.3 S0.1
DE/SRafusal 5.8 0.0 3.4 12.0
Part of regular work 46.7 45.9 48.1 449 .2
Oweartime, extra-work 25.9 28.9 20.49 33.2
Type of payment -
Regular and overtime 23.3 24.2 25.8 18.9
DS Raefusal 4.1 0.0 3.7 3.7
Belowr mindnmunm 12,8 12.0 10.2 14.1
Size of the Equals minimumn 29.8 47.2 22.3 32.0
declared wage Abowve minimum 42.0 27.8 59.6 40.7
DS Raefusal 9.4 7.0 7.9 13.2
1-20% 30.4 31.4 30.3 30.0
21 -A0%4 28.3 29.2 34.0 12,2
Share of net ) 41-60% 8.7 10.5 6.7 11.1
e d tved in 21-S50%% 1.5 0.0 1.2 2.6
cash — - - . :
21-100%: 4.4 1.7 2.1 9.6
DS Raefusal 28.7F 27.2 25.6 34.5
Prefer full declaration 36.7 54.4 27.4 41.5
) . It depends 27.0 23.4 33.7 18.4
Satisfaction
Happy with this 29.5 18.9 31.2 32.7
DS Rafusal 6.8 2.2 F.7 e

Source: GREY Survey
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Figure 3 Overview of additional conditions that accompanied under-declaration, % o

guasi-formal workers
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(ther condtions
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Thank you for your attention
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