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SURVEY METHODOLOGY
Sample

Nationa representative survey of the population covering 959 respondents aged 18
and over.

Survey Method

The survey employed the method of the face-to-face interview.

Fieldwork

Fiedwork was conducted in the period 18 — 29 November 2004.




THE HIDDEN ECONOMY INDEXES

The hidden economy indexes are the basic output of the Monitoring of the Sze
and Dynamics of the Hidden Economy tha Vitosha Research Agency started
conducting in 2002. The index vaues are regularly updated based on data from
empirica sociological surveys.

The hidden economy indexes assume vaues from 0 to 10.

The cdoser the vdue of the indexes is to 10, the more negative are the
assessments of the size and manifestations of the hidden economy in this country.

Index values closer to O indicate low leve of hidden economy.

The hidden economy indexes are grouped under the following categories:
2, Unreported economic activity:

- Employment;
- Suppressed turnovers.
22 Natural economy and home production:
- Acdtivity rate;
- Incomes,
- Consumption.

The hidden economy index vaues are presented in the Appendix.



MAIN FINDINGS

The study of the sector of the country’s economy that remains hidden from officid
gatistics and the tax services becomes dl the more rdevant not only in domestic
economic terms but dso in the context of Bulgarids acession to the European
Union. Knowing and understanding the reasons and factors generating and sustaining
the hidden economy underlies the development of appropriste and effective

government policy.

The Monitoring of the Hidden Economy that has been conducted for two years
dready makesit possible to outline the following more notable tendencies in this areax

In the period surveyed (November 2002 — November 2004), there have not
occurred any mgor changes in the share of the hidden economy of the overal
economy of the country. Although some of its characterigics have been
undergoing more dynamic change, the level of the hidden economy in
this country generally remains relatively high.

As areault of the adoption of a number of measures to improve labor market
regulation, in 2003, there was subgtantid curbing of the hidden economy in its
aspects with a bearing on labor relaions. However, with the waning of theinitia
reactions to the steps taken by the government, there has been a certan
reverson to the practice of not registering employment relations. An increase
can be observed as regards both the practice of not concluding a contract
at all for supplementary employment and the proportion of those with an
underreported social security base amount.

Certain changes have aso occurred within the generd occupationd structure —
there has been an increase in the proportion of the working-age population in
primary or supplementary paid employment and a pardle drop in the number
of those engaged in home production activities or unpaid voluntary work.
Overdl, in the past two years, the proportion of those engaged in

activities that are legal but not registered officially has been declining
steadily.

Unlike the reverdgon to higher levels as regards the conclusion of contracts of
employment and the payment of socid security and hedth insurance
contributions, turnover suppression has been declining steadily. One of the most
notable and constant tendencies in the past two years has been the lasting drop
in the incidence of non-issuing of tax receipts for purchases made and
services used.

Even the services sector, dmogt entirely “gray” until recently, displays some
improvement as regards the issuing of tax receipts. Although these practices are
dill a least twice as widespread in services as in retal, postive change is
emerging and service ddivery isincressngly brought in line with the law.
Regarding the scrupulous payment of monthly utility bills, there has not
been any change — the prevailing inclination and practice is still to pay
on time, evenif this puts a grain on the family budget for more than two-thirds
of the households.

Savings levels remained unchanged, as well — more than two-thirds of
the population had not had any savings at all. The lack of any changein
this respect indicates that the population’s red incomes are dill only growing
dowly. It dso suggedts that the loan opportunities provided are digplacing the
practice of saving part of one€' sincome.

The returd economy and home production still occupy a significant share of the
nationa economy and condtitute an important source of livelihood to more than
one-fourth of the households in the country. Overdl, the proportion of those
engaged in family farm work is falling and so is the output produced.
The large portion of the produce remains for home consumption but the
proportion of income from selling home produced foodstuffs relative to
total annual household income has increased.



SURVEY RESULTS
1. HIDDEN ECONOMY INDEX

Thisindex is asynthetic indicator and makes an aggregate
assessment of the forms and dynamics of the hidden
economy in generd and in particular economic areas
grouped under two basc categories — unreported
economic activity and natural economy and home
production.

The tota index vaue gppears to be reverting to the leve
recorded in the winter of 2002/2003 (Figure 1). The
vaues of mogt of its condituent components mark an
increase from March 2004 but have changed in different
directions compared to the preceding two surveys
(November 2002 and February 2003).

Notwithstanding the particular structural changes,
overall, the level of the hidden economy in this
country has remained relatively high in the past
two years. (Figure 1)

FIGURE 1
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2. UNREPORTED ECONOMIC ACTIVITY INDEX

Hiding turnover and income from business and work
activity is one of the chief forms of the hidden economy.
The Unreported Economic Activity Index summarizes the
information about unreported incomes and suppressed
turnover concerning the generd population.

It includes two basic sub-indexes — Employment/Labor
Relations and Suppressed Turnovers. The former
provides information about unreported work activities
and non-payment of socid security and hedlth insurance
contributions. The second one measures the frequency of
Issuing tax receipts for services used or for purchasesin
basic product categories.

The vaue of this index marks a dight increase from the
previous survey but the overdl tendency has been
towards gradud decline in unreported economic activity.
(Figure 2)

The vdues of the two sub-indexes have changed in
opposite directions. There seems to be a reversion to the
higher unreported work activity levels. On the other hand,
there has been a dgnificant drop in the practice of
suppressing turnover through norrissuing of tax receipts
for service delivery or sde of goods.

FIGURE 2
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2. LABOR RELATIONS

1. UNREGISTERED WORK ACTIVITY INDEX

As a resut of the adoption of a series of measures for
improved labor market regulation, in 2003, there was a
tangible dhrinking of the hidden economy insofar as it
affects labor relations. However, with the waning of the
initid reactions to the steps taken by the government,
there has been a reemergence of some practices of
unregisered employment. An increase has been
detected as regards both the practice of not
concluding a contract at all for additional work
activity and the proportion of those with an
underreported social security base amount.

The resulting aggregate vaue of this index is record high
for the past two years (Figure 3). This suggests that the
impact of the regulations enacted is as yet ungtable. There
isacal for tougher control over their implementation and
for more in-depth study of the reasons for the rise in
“hidden” employment.

FIGURE 3
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2. EMPLOYMENT IN THE PAST MONTH

In the surveyed two-year period, there has emerged a
steady upward tendency as regards the proportion of the
population in paid primary or supplementary
employment. As of the end of 2004, nearly hdf of the
respondents were engaged in ether type of work activity.
(Figure 4)

Conversdy, there has been a tangible decrease in the
proportion of those engaged in activities related to
home production (gardens, plots of land, animal
raising).

There has aso been a decrease in unpaid work outside
the home (assstance to friends, family, neighbors —
shopping, deaning, babystting or taking care of an
elderly person, etc, voluntary work for charitable
organizations, foundations, etc.).

The number of those engaged in paid service provision
remains relaively steady and not too high.

It can generdly be concluded that, in the past two years,
the proportion of those engaged in activities that are
legal but not registered officially has been declining
steadily — while it was 53.2% in November 2002, by
November 2004 it had dropped to 37.5%. (Figure 4)

FIGURE 4. EMPLOYMENT IN THE PAST M ONTH
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The role of traditional home production has been
waning — in two years aone, its share fdll by 11 points.
Neverthdess, more than one-fourth of the adult
population of the country is Hill involved in activities
related to home production, mainly of foodstuffs.

Beddes family fam work and supplementary
employment, part of the population is dso exgaged in
providing various paid services. Their share within the
genera occupationa structure is not too important but to
some people such activities are an additiona means of
increesng their incomes. The most commonly provided
paid services are home repair, appliance repair,
transport services, and home care of children and
elderly people. (Table 1)

As previoudy observed, the decreasing proportion of
those engaged in occasional paid service provision is
offset by the incressng number of people who regularly
do additional paid work (from2.8% to 4.8%). (Figure
4)

The continuing increase in the number of those with
primary and supplementary employment sgnds a certain
labor market recovery. On the other hand, the decreasing
proportion of those engaged in home production
activities and paid service provision conditutes indirect
evidence of the gwinking of the hidden activity of
individuas and sole traders.

TABLE 1. INVOLVEMENT IN DELIVERY OF BASIC TYPESOF PAID SERVICES: (%)

Nov Mar Nov
2002 Bakites 2004 2004
Repair of housing/buildings (carpentry, plumbing, painting) 345 15,7 26,0 325
Transportation (transport, deliveries, moving services,
etc.) - 9,2 5,3 22,0
Repair of goods (cars, bicycles or other vehidles, dectric
appliances) 12,6 11,7 15,7 12,6
Home care sarvices (looking after children, elderly people) 70 9.9 74 119
Home maintenance (cleaning, gardening, lavn
mowing) 35,4 15,8 20,1 6,4
Hairdressing, sewing, shoe repair services 3,6 12,1 - 4.6
Renting out property (gpartments, stores, garages, €tc.) 55 24 i 46
Private lessons (dance, foreign languages, sports) - 2,4 5,2 -
Sde of goods (telemarketing, door-to-door sale) 3,9 - 2,4 -
Entertainment services for weddings, parties, events
(musicians, bands, DJs, Singers, photographers) - 2,3 0,0 -
Catering 1,6 9,9 5,2 -
Manufactured goods (engravings, woodcarvings, welded
goods, etc.) 19 - 5,2 -
Professond services (psychologists, psychoandysts,
doctors, accountants, architects, mathematicians) 51 2,1 4,8 -
Other 10,9 20,0 12,6 9,2
Base 59 42 40 33
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3. CONTRACTS CONCLUDED WITH EMPLOYERS

The presence or absence of work contracts is one of the
most important indicators of the “grayness’ in the area of
labor relations. It not only gives an idea of the number of
those without, or with lower than due, socid security
coverage, but adso shows the proportion of companies
uppressing their actua turnover.

After the initid effect of the introduction of mandatory
regidration of employment contracts, some of the
companies are gradudly reverting to the practice of not
concluding written work contracts with their employees,
paticularly in the case of supplementary employment.
(Table 2)

More than two-thirds of the people engaged in
additional work in fact are not registered anywhere
as being in some kind of employment.

TABLE 2. WRITTEN CONTRACT CONCLUDED WITH THE EMPLOYER
I ' I
e Supplementary paid employment

Nov Feb Mar Nov Nov Feb Mar Nov

2002 2003 | 2004 | 2004 2002 2003 2004 2004
Yes 86,0 85,8 875 | 849 39,2 22,6 40,9 21,9
No 5,7 6,0 59 9,0 50,4 77,4 59,1 68,6
Sdf-employed,
fredance 2,9 29 2,6 3,8 3,0 - - 7,1
professona
Busness
owner/co- 54 53 3,9 2,3 75 - - 2,4
owner

Base 393 417 392 | 385 31 18 24 46

11



4. CONTRACTSWITH “ SECRET CLAUSES’

Along with the attempts to completely hide certain work
activities, some of the employers and employees are
trying to reduce their expenditures by not paying the due
health and socia security contributions.

In less than a year (March-November 2004), the
proportion of workers for whom the due social security
contributions are not paid increased from one-fifth to
more than one-third (Figure 5). Six out of ten employees
have social security coverage corresponding to their
actual remuneration as stated in their contracts For
the remaining ones, the socia security base amount is
ather the minimum sday or some other sum that in any
ca=islower than their actua monthly remuneration.

Even in the latest survey there appeared a discrepancy
between the directly and indirectly obtained data. Asked
directly whether in the past month they had received
remuneration higher than stated in their contract,
only 10.3% of those working under contracts of
employment answvered affirmatively. When the question
was put indirectly, about their social security base
amount, their proportion increased threefold - to 35.8%.
(Figure 5)

FIGURE 5. SOCIAL SECURITY BASE AMOUNT

. 539
Theamout stein e ;_‘m

employment contract- actual | 33
remunaration [640
169
The minumum working salary - 134
actual remunaration higher 121
170
The amount gated in the 83 189
employment contract- actual 67’
remunaation higher 110
83 November 2004
The minumum working salary - 143 EIMarch 2004
actud remunaration — 103 DIFebruary 2003
i ’ O November 2002
19
06
th ;
Other 26
27
T T T T T T T 1
0 10 20 30 40 50 60 70 80

%

Base: Respondents with social security coverage (November’ 02 N=312;
February’ 03 N=348; March’' 04 N=314; November’ 04 N=303)

12



Over the two years there did not occur any serious shifts
in teems of the types of contracts concluded by the
employees. In the case of primary employment, there
predominate contracts of employment, and in the case
of supplementary employment, the specific task
contracts. (Table 3)

As regards supplementary employment, there has been
an increase in the number of employment contracts
concluded but owing to the smal number of respondents
who actualy have a contract at al for the additional work
they do, it is not possble to draw any datidicdly
ggnificant conclusons about possble changes in this
respect.

TABLE3. TYPE OF WORK CONTRACT

Primary employment

Supplementary paid employment

Nov Feb Mar Nov Nov Feb Mar Nov
2002 | 2003 | 2004 | 2004 | 2002 | 2003 | 2004 | 2004
Employment 905 | 925 | 945 | 938 | 84 i 195 | 350
contract
Fixed term 82 | 70 | 38 | 55 | 626 | 242 | 97 | 234
contract
Specfic tak | 44 | g3 | 08 | 03 | 200 | 758 | 505 | 416
contract
Other 03 | 03 | 09 i ] ] 20,3 i
Base| 334 | 357 | 340 | 327 11 4 10 10

13



5. SOCIAL SECURITY AND HEALTH INSURANCE
CONTRIBUTIONS

Regarding the payment of hedth insurance and socid
security contributions, there again appears to be a certain
reverson to the former levels of “evasion”. This applies
to a higher degree to primary employment — one out
of ten employees does not have any social security
coverage at all. There has aso been adight increase in
the proportion of those without health insurance.
(Tables 4 and 5)

Unlike the primary employment, in the case of
supplementary  employment there has been a certain
improvement regarding socia  security and  hedth
insurance. The number of the employed without hedth
insurance and socid security coverage is gill too high
(three out of ten) but the proportion of the insured is
increasing steadily. (Tables 4 and 5)

The problem with the failure to pay hedth insurance and
socid  security  contributions  for  supplementary
employment, however, is of a dightly different nature.
Under the existing social security system, the
payment of additional contributions in no way
helps ensure higher-quality health and social
services to the employees. On the contrary, they rather
perceive it as a redundant expenditure. For this reason,
unless the legd framework is changed, the non-payment
of hedth insurance and socid security contributions for
supplementary employment will be a persstent practice
of benefit to the employers but likewise, to the employees
themselves.

14



TABLE4. SOCIAL SECURITY CONTRIBUTIONS

Primary employment Supplementary paid employment
Nov Feb Mar Nov Nov Feb Mar Nov
2002 | 2003 | 2004 | 2004 2002 2003 2004 2004
Pad by the| 215 | 713 | e99 | 770 | 137 . 80 | 146
employer
Pad by thel o1 | 78 | 76 | 55 | 40 i 83 | 78
respondent
Pad by the
employer and|| 8,5 13,0 16,0 7,3 - 58 4,0 4,6
the respondent
Not paid 10,6 79 6,5 10,2 82,3 94,2 79,7 73,0
Base| 382 408 375 366 29 17 24 44

TABLES. HEALTH INSURANCE CONTRIBUTIONS

Primary employment Supplementary paid employment
Nov Feb Mar Nov Nov Feb Mar Nov
2002 | 2003 | 2004 | 2004 2002 2003 2004 2004
Pad by thel oo | 640 | 666 | 750 | 150 | 178 | 83 | 121
employer
Pad by thel 1), | 99 | 82 | 75 75 60 | 132 | 104
respondent
Pad by the
employer and| 16,1 19,6 19,0 9,2 34 58 8,7 4,6
the respondent
Not paid 6,6 6,5 6,2 8,3 74,2 70,4 69,7 729
Base| 376 403 379 361 28 17 23 44




2, SUPPRESSED TURNOVER

1. SUPPRESSED TURNOVER INDEX

One of the most notable and persstent tendenciesin the
past two years has been the lasting drop in the
incidence of non-issuing of tax receipts for
purchases made or services used. (Figure 6)

The drop observed in November 2004 in the vaue of
the aggregate index of the turnover suppressed by
companies through norrissuing of tax receipts and
invoices was due largdly to a certain “lightening” in the
services and non-durables retail sectors.

As regards durables, the process has been dower and a
considerable proportion of the sales of white and brown
goods — more than one-fourth — ill remain unregistered
and unreported.

FIGURE®G.

SUPPRESSED TURNOVER | NDEX
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2. ISSUING OF TAX RECEIPTSFOR PURCHASES OF DURABLE GOODS

Inal of the categories of durables surveyed, the number of people who have purchased the respective goods has been increasing seadily in the past two years. This
Isindirect evidence of red growth in the consumption of these types of goods.

Neverthdess, in some categories, the incidence of non-issuing of tax recapts is il quite high. These are typicdly cars, mobile phones, and home furniture.

(Table 6)

Despite the smdl base, which does not alow making categorica comparisons, there is reason to gpesk of a certain rise in the incidence of non-issuing of finencid
documents in some product categories (e.g. computers, refrigerator s/freezers, and dishwashing machines). Thisis dso what accounts for the only dight increase
in the overdl index reflecting this agpect of the hidden economy.

TABLES®. GOODS PURCHASED IN THE PAST TWO YEARS (%)
November 2002 February 2003 March 2004 November 2004
Have ?;/;Vrgt Have ?;/;Vrgt Have I;:velevrg Have ?;/;Vrgt
purcha cash Base* | purcha cash Base* | purcha cash Base* | purcha cash Base*
= receipts = receipts = receipts = receipts
Car 2,6 28,0 28] 1.8 33,7 18| 1,7 8,2 13 4,7 27,8 42
Dish washer 0,3 - 3 02 - 2 04 - 3 07 24,4 4
Cdlular (mohile) phone 10,1 20,5 109 11,0 79 116| 12,6 10,0 122 224 12,8 185
Home furniture 54 13,2 58| 5,1 12,2 50| 5,5 79 51| 10,9 115 89
CD Player 1,7 - 19 16 11,3 18 1.8 5,7 18 3,6 7,3 34
Computer 2,0 53 22| 25 7,6 27| 21 - 21| 5,3 6,7 41
Stereo system 1,3 10,4 14| 0,7 - 7( 07 14,8 7( 19 51 19
Color TV 50 - 541 7,1 2,7 7Bl 7.8 7,8 77| 13,3 4,7 110
Refrigerator/freezer 3,7 2,7 40 3,8 54 38| 5,0 3,8 53| 7,0 4,0 60
Washing machine 4,2 - 46| 4,0 5,0 40 4,1 12,2 421 9,8 33 81
Vacuum cleaner 3,6 - 391 45 2,1 46 39 2,7 36| 7.7 1,6 59

17



* Those who * Those who * Those who * Those who
1077 | purchased the 1107 | purchased the 1080 | purchased the 959 | purchased the
respective goods respective goods respective goods respective goods

Unlike the durable goods, saes of consumer nor:
durables definitely digplay increasing legitimizaion. I n all
product categories, there has been an increase in
the reported issuing of cash receipts in all or most
cases of purchase.

Failure to issue tax receipts is gill most common in the
sde of alcohol, tobacco products, books and
textbooks. Nevertheless, in the past two years, there has
been a serious drop in the number of respondents
reporting they have never been issued a receipt for the
purchase of these types of goods. (Table 7)

TABLE 7. INCIDENCE OF TAX RECEIPT ISSUING IN THE PAST THREE M ONTHS FOR THE FOLLOWING
PRODUCT CATEGORIES

Alcohol and N
Foodstuffs Appard and tobacco T0|Ietr|es_and Books and
shoes cosmetics textbooks
products

Nov| Mar | Nov| Nov| Mar| Nov| Nov| Mar| Nov|f Nov| Mar | Nov| Nov| Mar| Nov

2002| 2004 20041 2002| 2004( 2004| 2002( 2004 2004| 2002| 2004 2004( 2002 2004 2004
Evaytime | 345| 289 38,4| 34,0| 332| 34,9| 249| 169 25,4| 299| 259| 34,0 33,7| 232| 37,1
In most

325| 323| 32,20 253| 26,1| 32,01 205| 24.8| 26,5 262| 30,0| 32,1 229 298| 27,3
In  about
hdf of the| 90| 106| 7,3| 84| 84| 56| 101| 131 9,9| 10,7 124| 8,6| 73| 89| 4,2
cases
In ome

185| 194| 15,20 224| 230| 15,7 225| 257| 21,5 24.4| 229| 17,3| 224 22,0| 20,7
Never 56| 89| 6,9 99| 9,2 11,7 22,0 19,6/ 16,4 8,7| 8,8| 8,0| 13,6 16,0 10,7
Base (those
who 102| 102
purchased 5 3 922| 470| 464| 573| 558| 499| 503| 696| 703| 689| 306| 256| 326
such
goods)

18



3. ISSUING OF TAX RECEIPTSFOR SERVICES
PROVIDED

The incidence of nortissuing of tax recaiptsis even higher
inthe areaof paid service provision.

In some categories, the practice of not recording officidly
the services provided covers as much as 75-84% of dl
cases — home maintenance (deaning, lavn mowing);
professonal services;, home repair (carpentry,
plumbing, painting). (Table 8)

Nevertheless, there gppears to be a certain reduction of

the “grayness’ in the services sector. With some services
requiring increesing soecid skills and certification (eg.

home care services, catering, transport services) and
with the cregtion of companies specidized in such service
ddivery, there has dso been a decline in the practice of

not registering officialy the respective service.

Yet, the incidence of unreported activity in the
services sector is still at least twice as high asin
retail. The average proportion of those who did not
receive cash receipts for services they paid for remains
too high — 60.4%.

TABLES.

RECEIPTS| SSUED FOR SERVICESUSED IN THE PAST M ONTH (%)

November February March November
| 2002 __ 2003 __ 2004 __ 2004
S = 5 S PR = PR = = 5
8228 5828 g8E28 g8 B2
5 > >C'E|3 5 2> gc'@ 5 > G>JC'63 S5 2 G>JC'63
2B |EEY 2BIZEY LR TEE 2B \ZgT
T T T T
Home maintenance (cleaning, gardening,
lawn mowing) 0,6 46,5 09 85,2 14 | 90,5 21 84,0
Professiona services (psychologists, doctors,
accountants, architects) 13,1 670 | 198 | 629 | 163 | 659 | 118 | 80,8
Repair of housing/buildings (carpentry,
plumbing, painting) 50 87,1 37 | 645 30 | 830 68 | 78,1
Hairdressing, sewing, shoe repair services 259 | 843 | 292 | 723 | 293 | 793 | 285 | 72,8
Private lessons (dance, foreign languages,
sports) 2,2 68,6 18 74 28 | 734 | 31 | 72,2
Repair of goods (cars, bicycles or other
vehicles; electric appliances) 73 69,7 | 76 | 669 | 65 | 795| 66 | 69,4
Sdle of goods (telemarketing) - - - - 05 | 25,2 | 11 | 64,7
Home care services (looking after children,
elderly people) 09 840 | 12 | 813| 06 | 643 | 14 | 64,1
Renting property (apartments, stores,
garages, €tc.) 18 41,5 15 | 50,3 | 16 | 523 | 28 | 63,0
Entertainment services for weddings, parties,
events (musicians, photographers) 0,7 358| 06 | 60,2 07 | 66,7| 08 | 553
Manufactured goods (engravings, wood
carvings) - - 05 | 587 05 | 490 07 | 36,9
Transportation (transport, ddliveries) 6,2 425 | 91 | 41,3 | 103 | 23,6 | 11,7 | 30,6
Catering 17 31,0 27 | 25,1 13 - 46 13,1
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222, REDISTRIBUTION

1. RATE OF PAYMENT OF TAXESAND FEES

The latest survey has confirmed the prevailing indlination
among the population to scrupuloudy and promptly pay
the monthly utility bills.

In excess of 80% of the people always strive to pay
their bills, although to more than two-thirds this
entails deprivations for them and for ther
households. (Table 9)

Some only pay ther bills after they receive a warning
that the service will be cut off and when they cannot
avoid it. This practice is most common as regards the
bills for centra heeting. The latter is dso the category
with the highest proportion of respondents saying they
do not pay because they cannot afford to.

Regardless of whether they pay their bills promptly or
put it off as much as they can, there are practicdly no
respondents who do not pay their bills at all because
they deem them too high. The wish generdly prevails
to pay off dl utility billsin atimey manner.

TABLE 9. SUBJECTIVE ATTITUDESTO THE PAYMENT OF UTILITY BILLSAND FEES (%)

Monthly bills and fees

Electricity

Water

Telephone

Central heating

Gas

Nov
‘02

Mar*

04

Nov
‘04

Nov
‘02

Mar
‘04

Nov
‘02

Mar
‘04

Nov
‘04

Nov
‘04

Nov
‘02

Mar
‘04

Nov
‘04

Nov
‘02

Mar
‘04

Nov
‘04

| always pay my
bills and this does
not lead to any
deprivationsfor me
and my household

209

190

21,8

229

222

238 | 249 | 204 | 23,0

191 | 218 | 154

31,0

74

| always pay my
bills although my
household and |
suffer deprivations
asaresult

704

68,6

71.4

67,2

64,7

67,1 704 | 70,0

69,9 | 57,7 | 59,8

60,0

357

55,9

| pay my bills when
| get awarning that
the service will be
cut off and | can't
avoid it

55

56

4,7

59

51

64 || 43 | 52 | 47

68 | 82 [ 10,6

51

38

| never pay my bills
because | think
they are very high

0,2

04

0,1

04

04

0102104 |02

| don’t pay my hills
because| can’t
afford to

30

2,8

04

35

38

13 25|02 |06

42 | 41 | 57

39

6,9

4,5

Someone from outside
the household pays
them / someone else
paysthem *

NA

3,6

15

NA

38

13 | NA | 35

16

NA | 82 | 85

NA

574

28,4

Base
(The respondents who
use the respective
service)

1010

1066

938

1005

1057

913 || 811 | 831 | 774

561 | 171 | 167

125

14

22
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* This option was included in the question in February
2003
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The respondents generdly appeared equdly scrupulous
about paying their taxes.

Over the two-year period, the tax burden has increased
consderably relaive to peopl€' s incomes and paying the
due taxes has by now become cause for deprivation to
more than two-thirds of the households. (Figure 7)

Nevertheless, nine out of ten people always pay
their taxes, even if it causes them financial
difficulties.

Insofar as there are people who do not pay their taxes,
thisis typicaly due not to their wish to evade them but to
their actud financid ingbility to pay.

FIGUREY.

SUBJECTIVE ATTITUDESTO THE PAYMENT OF TAXES

We dways pay our taxeswithout any deprivationsfor my
housshdd or me

Uffer deprivations asaresuit

We don't pay taxesif wecanavaid it

We never pay taxes because we think they aretoo high

We don't pay taxes because we don't get good enough
s|vicesin return*

We don't pay taxes because we can't dford to

Someone from outside the househdld pay's

9,9

233

21,9
17,9

We dways pay our taxes athough my housshold and | 66,730’4

| 65,1

58,2
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©oN -_MO_\’

I3,

November 2002
1 February 2003
El March 2004

1 Novemnber 2004

0 10 20 30 40 90

60 70 80 9D

Base: The respondents liable for such taxes (November’ 02 N=1077;
February’ 03 N=1039; March’ 04 N=956; November’ 04 N=836)
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2. UNPAID IN RELATION TO PAID TAXES

Regarding the actua payment of due taxes, the
dtudion is condgent with the noted prevaling
incdlination to pay off one's tax obligations in  a
timdy manner.

The lowest rate of tax collection for the previous
year was registered with respect to red property
taxes. Nonetheless, even here, nine out of ten
respondents reported they had paid their taxes in
full. (Table 10)

Regarding the taxes on personal income and
on personal property, the proportions of those
who had paid them in full were even higher.

TABLE 10. PAID PORTION OF TAXES OWED FOR THE PREVIOUS YEAR (%)
None Onefourth Half Three fourths In full
Noy Mar | Nov| Nov| Mar | Novll Nov| Mar| pNovll Nov| Mar | nodl Nov| Mar | Nov
02| iga | 04| 02| :.gq | 04| 02| :gq | 04| ‘02| :.gsa | 04 02| .gq | 04
Housechold
members incomel([4,6] 1,4 1231 03|104(03|26|04]|03|| 10|04 (0,491,4|97,4|96,7
tax
Redl property tax
(family  housing,
) 53/87|78104|02(07|30|16]|10(18]|04 |0,6(|895|89,1(89,9
holiday =~ house,
plot of land, etc.)
tF:(rSO”""' Propety |33l 61 |21 - |os| - |07]09]| 06| - | - [04]961|925|96.9

Base: Those liable for such taxes
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2V. SAVINGS FIGURES8. ASSESSMENT OF HOUSEHOL D SAVINGS VERSUS PREVIOUS YEAR

The size of the savings of the population and their
dynamics provide indirect information about the 80 February 2003 OMarch 2004 00 November 2004
dandard of living and about the economic
conditions in which the hidden economy operates.

673 _ 672

In the past two years, there have practicaly not 60 1
been any changes in savings levels among the
population — more than two-thirds apparently do not
have any at dl. (Figure 8)

40 .
Equaly congtant are the proportions of those whose
savings were spent in the course of the previous
year or remained the same.
The lack of any change in this respect suggests that 2

the population’s red incomes are dill only growing
dowly. It is dso indicaive of the occurring
subgtitution of the practice of saving part of one's

119
90 115 115
income for taking out loans 2 43 . I7!0 59 II_H
0,7 02 09 . I_’I
0 T T T T T 1

Our svingshave  Our svingshave  Our svingshave  Our svingshave - Wedidn't have DK/NA
increesed  remanedthesame  decreased been pent ay svings

13
109

Base: All respondents (February’ 03 N=1107; March’04 N=1080; November’ 04 N=959)




V. NATURAL ECONOMY

1. NATURAL ECONOMY AND HOME
PRODUCTION INDEX

This index regisers the reative “weight” of home
production and consumption of home-produced
goods in the “hidden” sector of the economy. Home
production for self-consumption does not require
officia regidraion and is generdly consdered
additiona work activity. To a consderable portion
of the population (28.3%), however, home
production has become the principa type of work
activity and chief source of livelihood. Besdes being
a means of meeting their needs for foodstuffs, to
some of the households, family farm activities are a
source of additional income. For this reason, the Sze
of the naturd economy is an important indicator of
the changes in the share of the hidden economy in
this country.

The index comprises the following sub-indexes
Work Activity, Incomes, and Consumption. While
the aggregate vaue of the index remains essentidly
unchanged from the previous surveys (Figure 9),
there have occurred certain changes in the structure
of the Naturd Economy Index. The proportion of
those engaged in family farm work is falling
and so is the family farm output. An ever-
larger portion of the produce remains for home
consumption. On the other hand, in the past
year, the proportion of income from selling
home produce relative to total annual
household income has increased.

The naturd economy and home production gtill condtitute an important source of livelihood to more than one-
fourth of the households in this country.

FIGUREOQ. NATURAL ECONOMY INDEX

10
9
8
7
6
5
4 3,27 3,26
31
5 ]
1 -
0

November 2002 February 2003 March 2004 November 2004

Base: The respondents engaged in family farm work and voluntary work

(Nov’' 02 N=574; Feb’' 03 N=467; Mar’ 04 N=447; Nov' 04 N=360)
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2. NATURAL ECONOMY ACTIVITY INDEX

This index measures the aggregate proportions of
those engaged in family fam work and
housawork/voluntary work.

The lower index vaue registered in the previous two
surveys conducted in he months of February and
March may to some extent be accounted for by the
seasond nature of family farm work. Over the long
term, however, the proportion of those engaged in
voluntary or family farm work has been declining
geadily. (Figure 10)

FIGURE 10.

NATURAL ECONOMY ACTIVITY INDEX

10

2.66

November 2002

2,11

February 2003

2,07

1,88

March 2004

November 2004

Base: The respondents engaged in family farm work and voluntary work
(Nov' 02 N=574; Feb’03 N=467; Mar’ 04 N=447; Nov’' 04 N=360)
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3. HOME PRODUCED FOOD CONSUMPTION
INDEX

This index shows the rdative shae of home
produced food consumption in tota household
consumption.

Despite the decline in home production in terms of
volumes of produce, the share of home produce
consumption remains & the high leve registered in
eaxlier surveys. (Figure 11)

More than half of the foodstuffs consumed by
one in three households with family farms have
been home produced. This high proportion is
indicative of the persistent important role of
the natural economy and home production in
the country’ s economy.

FIGURE11.

HoME PRODUCED FOOD CONSUMPTION | NDEX*

10

6,78 6.68 6,93

November 2002

February 2003

March 2004

November 2004

Base: The respondents consuming home products (Nov’' 02 N=384;

Feb’' 03 N=302; Mar’ 04 N=302; Nov' 04 N=190)

* In November 2002, the question was formulated slightly differently and this is what accounts for the

difference in the results obtained.
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The latest survey again found that traditiona home
production, chiefly of foodstuffs, not only continues
to occupy a large number of the population
(28.3%), but also constitutes a basic source of food
to many households. 40 A

I February 2003 £ March 2004 0 November 2004

Home-produced food consumption accounts for an
important share of totd household food
consumption. (Figure 12)

At lesgt one in ten houscholds with family farms % 28, 14
practicdly subsss dmos entirdy on home- "~ 20,6 i
produced food — representing in excess of 75% of 20 7 17,0 17,0
its food consumption.

234

14,0

133

Home production and consumption remain quite 104

deady. The reasons for this are both of an
economic, and socid and psychologica nature. On
the one hand, the consumption of home-made
products is a successful means of coping with the 0 . . . .

economic criss and the low incomes of the Upto10% 11-25% 26-50% 51-75% Morethen 75 %

households. Furthermore, home production largdy - -

guarantees a high level of product quality. Base: The respondents engaged in home production

The Hdh sae o homeproduced  food (February 03 N=302; March’ 04 N=302; November’ 04 N=190)
19 e produ

consumption and its importance to many households
in this country make it al the more necessary to
communicate and explain in advance the expected
changes that will affect farmers with the country’s
accession to the European Union.

FIGURE 12. SHARE OF Home-Probucep Foop

Consumption IN TotaL HouseroLp Consumption




Family farm output continues its downward trend —
both in absolute volumes and as a share of tota
output.

In the past two years, the drop has been particularly
notable as regards the production of fruit and
vegetables, home-canned food, eggs, and meat.

A drop in average annua output has been registered
in al product categories as compared to two years
ago. (Table 11) The sngle exception is cheese,
where there has been a dight increase from
November 2002.

Milk production appears to be recovering, yet il
fdls short of the volumes produced two years ago.
The same tendency appears with respect to water
and honey melons, aswell as bread production.

TABLE11.

TYPESOF PRODUCTSAND AVERAGE ANNUAL HOME PRODUCTION OUTPUT

Products Average annual quantity Base*

Nov | Mar | Nov Nov Mar Nov Nov | Mar | Nov

2002 | 2004 | 2004 2002 2004 2004 2002 | 2004 | 2004
Fruits and
vegetables 349|275 | 238 | 117,29kg | 167,13kg | 93,50 kg 205| 210| 228
]l:l ood canned 309 | 27,4 | 233 || 101,14kg | 104,19kg | 68,76 kg 215| 204 | 223
Eoos 244 | 243 | 17,7 | 367,29 338,60 299,71 156| 171| 170
Mest 19,2 | 20,7 | 139 | 130,07kg | 1058kg | 100,90kg || 134| 164| 134
Grapes 16,9 | 130 | 11,6 | 229,55kg | 32805kg | 191,26kg | 120| 93| 112
(vineyards)
Milk 16,0 | 16,6 | 10,3 | 721,171 381,971 565,49 | 107 | 109 99
Alcohol 120 | 87 | 93 127,94 | 107,26 | 90,26 | 88 80 89
Cheese 106 | 93 | 56 | 3922kg | 44,09kg | 43,69kg 72 71 54
Water melons
and honey 85 | 6,1 | 35 | 19517kg | 139,32kg | 142,84 kg 48 42 33
meons
Bread 1,7 |1 08 | 10 || 186,14kg | 87,76kg | 126,53 kg 10 5 9

Base| 1077 | 1080 | 959 * Those producing the respective product
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4. HOME PRODUCTION INCOME INDEX

The Home Production Income Index shows the
amount and importance of home produced foods
offered for sde and of the thus generated revenues.

The dight increase in the value of thisindex islargdy
due to higher revenues from the sde of home-
produced foods. (Figure 13)

Yet, overdl, the home production output is still
lar gely intended for home consumption.

FIGURE 13. HOME PRODUCTION | NCOME | NDEX

10

1,14 1,10 1,03 —1°°
November 2002 February 2003 March 2004 November 2004

Base: The respondents who received income from the sale of home produce in the past

year
(X2028 N=77; 2034 N=69; 22 044 N=86; X' 044 N=41)
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With the declining proportion of those engaged in

family farm work and the fdling output, the amounts
intended for sale aso decrease. It can be concluded
that the chief purpose of home production of

foodsis precisely their home consumption.

Milk production is a habitud exception in this
respect, with part of the output marketed rather than
consumed by the households themsdves. Even with
this product, however, the share offered for sde
dropped from one-third to one-fourth over a period
of nine months. (Table 12)

TABLE12 SHARE OF HOME PRODUCTION OUTPUT OFFERED FOR SALE

None A]bj‘ft About 1/2 | About 3/4 | All of it Base*
Mar Nov |Mar |Nov| Mar | Nov | Mar| Nov | Mar | Nov|| Mar Nov
2004 | 2004 ||2004(2004( 2004 | 2004|2004 | 2004 {2004 (2004 2004 | 2004
Bread 100,0| 100,0f - - - - - - - - 9 8
Home-canned home-
grown fruit, 100,0| 100,0| - - - - - - - - 283 | 214
vegetables, mesat
Egos 93,7 976 | 52| 20[| 1,2 - 0,5 - - 253 160
Cheese 98,9 972 11| 2,8 - - - - - - 98 51
Alcohal 98,9 97,1 - - 11| 29| - - - - 88 83
Meat 94,7 96,7 10 06| 14| 19| 24| 08| 05| - 216 125
Fruits and vegetables 95,4 958 1,8/ 05| 07| 24| 14| 10| O, 7| 04| 286 223
Water and honey 970| 926| 15 -| 15| 26| - | a9| -| -| e | =z
mdons
Grapes (vineyards) 91,2 923 36| 27| 36| 22| 15| 18 - | 40 137| 110
Milk 67,8 76,6 | 58| - 92| 10,1 13,14 114 41| 2,0 172 95

* Those producing the respective product
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APPENDIX. HIDDEN ECONOMY INDEX VALUES

A. GENERAL HIDDEN ECONOMY INDEX

PRODUCTION

HIDDEN ECONOMY November | February | March | November
2002 2003 2004 2004
3,46 3,47 3,33 3,49
1. UNREPORTED ECONOMIC ACTIVITY 3,65 3,61 3,39 3,59
2. NATURAL ECONOMY AND HOME 2o \as 226 s
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B. UNREPORTED ECONOMIC ACTIVITY INDEX

November February March November
2002 2003 2004 2004
1. UNREPORTED ECONOMIC ACTIVITY
3,65 3,61 3,39 3,99
1.1. EMPLOYMENT 3,50 3,53 3,27 3,76
1.1.1. Undeclared jobs 2,15 2,73 2,30 2,68
1.1.1.1. Share of those working without contracts 3,09 4,47 3,55 4,33
1.1.1.2. Share of those working under contracts with “ secret clauses’ 1,22 1,00 1,04 1,03
1.1.2. Payment of social security contributions 3,99 3,69 3,40 4,13
1.1.2.1. Shareof those without socid security coverage 5,17 5,50 4,64 4,67
1.1.2.2. Social security base amount 2,80 1,88 2,17 3,59
1.1.3. Share of persons without health insurance coverage 4,36 4,17 4,10 4,47
1.2. SUPPRESSED TURNOVERS 3,80 3,69 3,50 3,42
1.2.1. Issuing of tax receipts for purchases and services 3,80 3,69 3,50 3,42
1.2.1.1. Incidence of tax receipt issuing for purchases of durable 0.73 0,80 0,66 0,99
goods
1.2.1.2. Incidence of tax receipt issuing for services used 6,84 6,38 5,77 5,83
1.2.1.3. Rate of tax receipt issuing for particular product categories 3,83 3,89 4,07 3,45
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C. NATURAL ECONOMY AND HOME PRODUCTION INDEX

November February March November
2. NATURAL ECONOMY AND HOME 2002 2003 2004 2004
PRODUCTION

3,27 3,33 3,26 3,38
2.1. Occupation 2,66 2,11 2,07 1,88
2.1.1.Proportion of those engaged in family farm work 3,95 3,15 3,29 2,83
2.1.2. Proportion of those engaged in housework/voluntary work 1,37 1,07 0,84 0,92
2.2. Incomes 1,14 1,10 1,03 1,33
2.2.1.Share of output offered for sale 0,42 0,34 0,37 0,28
2.2.2.Income from sold home produce 1,87 1,87 1,68 2,38
2.3. Consumption 6,01 6,78 6,68 6,93
2.3.1.Rdative share of home-produced food consumption in total household
consumption 6,01 6,78 6,68 6,93
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