Manual on Surveys of | nformal Employment and I nformal Sector

Draft Chapter 3:

M easur ement Objectives and Data Collection Strategies

1. Introduction

A growing number of national statistical agencies being requested by their governments and
others to provide, as part of their regular statétprogrammes, comprehensive data on the size and
characteristics of the informal sector and of infal employment, and their evolution over time. The
collection of data on the informal sector and oforimal employment represents an important step
forward towards the overall improvement of labouatistics, economic statistics and national
accounts. Data on these topics are necessary @snatfon base for economic and labour market
analysis, planning, policy formulation and evalaatito monitor the working conditions and social
and legal protection of informal workers inside aodtside the informal sector; and to better
understand and quantify the contribution of theoinfal sector and of informal employment to
various aspects of economic and social developmiastuding employment creation, income
generation, human capital formation, productivétgd the mobilization of financial resources, ad wel
as to poverty and inequality. For these valid angdrtant reasons, strategies and programmes for the
regular collection of statistics on the informattee and on informal employment should form an
integral part of a country’s national plan for itétal developmernt.

A crucial step in the formulation of a strategy tbe regular production of statistics on the infarm
sector and on informal employment is the identifaa of a suitable data collection methodology.
Countries have at their disposal a variety of syteels which are being used for this purpose. €hes
include labour force and other household survepserprise/establishment surveys and censuses,
specialized informal sector surveys, and a varigtymixed household and enterprise surveys.
Growing experience with the measurement of thermé&b sector and of informal employment using
these various survey approaches has yielded valuabbrmation about their relative strengths,
limitations and potential synergies. No one sirgd@roach, however, can be recommended as being
the most appropriate. Although there are substandad technical requirements that point to
particular methodologies, ultimately, the overaliitability of a data collection approach for a
particular country will depend on a cost-benefialgnis that takes into consideration the main
measurement objectives and data requirements wgpect to the informal sector and informal

! These include the National Strategies for the Derakmnt of Statistics (NSDS) promoted by PARIS21, withie
framework of the 2004 Marrakech Action Plan for Stids, to encourage low-income countries to dedimeedium-
and long-term strategy and development plan for thational statistical system. For more see:
http://www.oecd.org/paris21/nsds/




employment identified at national level, the orgarion of the national statistical system, the taxis
survey programmes and sampling frames, and thediak technical and human resources available.

Depending on these considerations countries maguiaite a variety of data collection strategies that
use a single survey tool or a combination, suclnabe case of mixed household and enterprise
surveys. In the absence of these, other measuremethiods have also been considered, such as
methods of indirect macro-economic estimation @& t¢bmparative analysis of data from different
sources. It should be noted that the various methoel not mutually exclusive and that a combination
of methods can be useful for the development obmprehensive data collection programme on
informal sector and informal employment statisti¢gghat is important in defining a national data
collection strategy is that the implications, botherms of data quality and resource requiremayits,
each approach or combination of approaches belylassessed and understood. This includes an
assessment of the extent to which the proposednatidata collection strategy facilitates the
integration of the statistics of informal sectodanformal employment with other related economic
and social statistics —an important assessmenubedhe informal sector and informal employment
should not be measured in isolation.

This chapter discusses the main issues to be @adidh the formulation of a suitable data collacti
strategy for the regular production of statisticstbe informal sector and informal employment that
are compatible with related social and economidissizs. It begins with a review of the key
measurement objectives with respect to informaltose@and informal employment and the
corresponding data requirements. The main alteaturvey data collection tools are introduced
next, paying particular attention to their compaetdvantages and limitations. This is followedaby
section on the use of household master sampldsirdtablishment of an integrated household or
mixed household and enterprise survey programme &sest-effective strategy to improve the
consistency and comparability of the statisticdeotéd. The chapter ends with a short discussion on
indirect methods of estimation.

2. Measurement objectives and data requirements

A comprehensive programme of statistics on theriné sector and on informal employment should
provide a broad range of quantitative informatibattresponds to the demands of the various users of
the statistics. In order to define the measurerobjgctives and data requirements of a data cadlecti
programme, it is crucial that the main users ofdtadistics be consulted. User-producer consulftatio
ensures that the data to be produced is relevdhetoneeds and priorities identified at the natiama
international levels. Thintroduction lists some of the main users groups of statistidiie informal
sector and informal employment. User-producer clat$on is necessary not only to ensure the
relevance of the data, but also to ascertain #gguincy with which it is needed, to build support f
the programme, to promote its use, and even, toowepits quality over time.



The ICLS resolution and guidelines on statisticemiployment in the informal sector and informal
employment may provide a starting point to guideudker-producer consultation. They can serve as a
framework to define the main measurement objectarat data requirements, as well as to prioritize
among competing demands, and, should the need &risepport the establishment of a national data
collection programme.

In the case of informal sector statistics, thd' 16LS (1993) recommends that a comprehensive
national data collection programme should provideor?
® the current monitoring, if possible once a yearthef evolution of employment in the
informal sector, and
(i) the in-depth examination, if possible every fiveasge of informal sector units with
respect to their numbers and characteristics, micp#ar, their organisation and
functioning, their production activities and levelsincome generation, as well as
their constraints and potentials.

Although not specifically stated in the M 4CLS (2003) guidelines, for informal employment
statistics, as an integral part of the statisticglee economically active population, one may sagge
that a national data collection programme shoutdide for:

) the current monitoring, if possible once a year, tbé evolution of informal
employment inside and outside of the informal sectacluding changes in its size
and composition, and in the characteristics andl@ymgent conditions of informal
workers.

Standard data requirements to address the abov&ursezent objectives include, with respect to the
informal sector*

) total employment in informal sector units, incluglimformation on the number of
persons engaged by socio-demographic and otheaatbéstics (sex, age group,
level of educational attainment, etc.) and by cttaréstics of their employment and
working conditions (e.g. branch of economic acfivitoccupation, status in
employment, size of the unit, type of work placeuts of work, duration of
employment, type of contract, and earnings);

(i) the total number of informal sector units, classifi by various structural
characteristics to provide information on the cosifion of the informal sector and
to identify particular segments;

(iii) production and incomes generated through inforraatcs activities, derived where
possible, from data on outputs, inputs and relatetsactions; and

(iv) other characteristics pertaining to conditions unahbich informal sector units are
created and carry out their activities, includingeit relationships with other
enterprises inside and outside the informal seatdrwith public authorities.

2 ILO, Current International Recommendations on Labour Statistics, (Geneva 2002), para. 21, p.35.
? Ibid, para 2, p.32.



With respect to informal employment, data requiretsénclude:

® the total number of persons in informal employmetassified by personal socio-
demographic and other characteristics (sex, ageupgrarrban/rural location,
educational attainment, type of training receivett.) and by characteristics and
working conditions associated with their main jebg( branch of economic activity,
occupation, status in employment, institutionat@eanain/secondary job status, type
of work place, hours of work, duration of employrpgeand earnings); and

(i) the total number of informal jobs, classified byigas job characteristics (e.g. main
versus secondary job, branch of economic actieitgupation, status in employment,
institutional sector) .

The above lists of data requirements are meardrie sas recommendations for the kinds of statistics
to be regularly produced by a national data caobecprogramme on informal sector statistics and
informal employment statistics. Depending on natlaircumstances, countries may need to identify
a narrower or broader, and more detailed, set aisorement objectives and data requirements.
Indeed, the national data collection strategy map@se to cover certain data collection requiresent
in the initial phases of the programme implemeatatand gradually expand the programme’s
measurement objectives and related data requirsrogat time.

At minimum, a data collection programme shouldvstio generate, in the case of the informal sector,
statistics on (i) the number of persons engagddfommal sector units by status in employment and
kind of economic activity and, if possible (ii) tmeimber of informal sector enterprises by kind of
economic activity and by type (i.e. informal owrcaunt enterprises, enterprises of informal
employers). In the case of informal employment minimum regmients may be formulated as
including statistics on (i) the total number of gmrs employed in informal jobs by sex, status in
employment, and type of production unit as defime@hapter 2 (formal sector enterprises, informal
sector enterprises, and households) and, if pessiblthe total number of informal jobs, similarly
classified by status in employment, and type ofipabion unit.

3. Measurement objectives and statistical units

As evidenced in the above discussion, the produabb statistics on the informal sector and on

informal employment requires the statistical measwnt of two concepts that, although related, refer
to different observation units. On one hand, thecept of the informal sector refers to production
units as observations units. On the other, the eqnof informal employment refers to jobs as

observation units. In addition, where measureménhe® total number of persons employed in the
informal sector and/or in informal employment isalamong the objectives of a data collection
programme, or where information on job charactessis only collected in respect of employed

persons’ main jobs, then, the individual becomss alrelevant unit of observation.

* Ibid, para. 34, p. 37.



These differences in the units of observation hiawgortant implications for the selection of an
appropriate data collection methodology. In gendha most appropriate methodology is that which
best targets the desired unit(s) of observatiaedd, the degree of correspondence between thet targ
observation units, as defined by the measuremejdciles, and the sample, observation and
reporting units of the selected methodology camatfyeimpact the overall quality of the data,
particularly its coverage and accuracy. For examtple use of an informal sector survey, with ISUs
as sample and observation units and owners of I184Jgseporting units, to measure informal
employment would miss informal employment outsidettte informal sector (due to coverage
problems) and, as will be explained later in thapthr, may also result in poor measurement of
informal jobs within informal sector enterprisesedto reliance on the owners of ISUs as proxy
respondents for all jobs excluding their own orfas. this reason, in selecting a methodology, it is
important to take into account the various unitgated by the various survey approaches.

In general, surveys involve units of various typ@ampled units are the units selected in the sample
observation units are those about which data drected while reporting units are those from which
data are obtained. In household surveys, the samyiigs are dwellings or households (and, in some
cases, also individual household members), theredtsen units are households and individual
household members, and the reporting units are asnmore individual household members. In
enterprise surveys, enterprises (or establishnimitgging to enterprises) constitute the sampled an
observation units and their owners or managersh&eeporting units. Finally, mixed household and
enterprise surveys may combine a variety of sangiiservation and reporting units. In most cases,
during the first phase, the sampled units are diwgslor households while the observation units are
households and their members, and the reportirtg are the household members. During the second
phase, the sampled units are the enterprise owademsfied during the first phase of the surveye th
observation units are the enterprises and theireocsyrand the reporting units are the enterprise
owners.

Table 3.1 shows, in stylized form, the general espondence between a range of relevant
measurement objectives and the main alternativeegudata collection approaches. The relation
portrayed in figure 3.1 assumes that each alteatirvey method uses an appropriate sample frame,
size and design, and that the required questionsdémtifying informal sector enterprises and/or
persons employed in informal jobs, whether in tihe@in or secondary job, have been included in the
survey gquestionnaire. Deviations from these assompi@and their implications for the quality of the
data and the choice of methodology are dealt witié next section.



Table 3.1 Relation between measur ement objectives and alter native survey methods

Suitable survey approaches
Mixed
M easur ement objective Household Enterprise household and
survey survey enterprise
survey
A. Informal sector
1. Employment in the informal sector
1.1. Total population employed in the IS v () v
1.2. Employment and working conditions of IS wenk v (v) v
2. Informal sector units (1SUs)
2.1. Total number of ISUs v (v)
2.2. Characteristics of ISUs v v
2.3. Characteristics of ISU owners v v v
2.4. Characteristics of households of ISU owners v v
B. Informal employment
1. Total number of informal jobs and their characteristics v v
1.1 Total number of informal self-employmgotis v v v
1.2 Total number of informal wage employmietis v v
2. Persons employed in informal employment and their
characteristics v v
2.1 Persons in informal self-employment v 4 v
2.2 Persons in informal wage employment v v

(v")The information may be subject to non-samplingrer

Thus, a data collection programme where the majactiiee is to measure total employment in the
informal sector (A.1) and/or total informal emplognt (B.1 and B.2) should be based on a household
survey approach, with dwellings or households agpéa units and individual household members as
reporting and observation unit&/here the main objective is to measure the nundheracteristics
and functioning of informal sector units (A.2), tbata collection programme should be based on an
establishment or enterprise survey approach oxadriousehold and enterprise survey approach, or
a combination of both, with the informal sectortaras main observation units and their owners as
reporting unitd. However, given current limitations with the cowgeaof enterprise survey
approaches, a mixed household and enterprise sw@appsoach, or a combination of the mixed
approach with the enterprise survey approach wdeldmore appropriate (see sections 5 and 6
below).

® Ibid, para. 21(2), p. 35.
® Ibid.



As noted in Table 3.1, household surveys are re@btst source to produce statistics on the number
and characteristics of informal sector units (ISlagluding the production, income generation and
fixed capital associated with such units. Thisésduse household surveys have individual household
members as observation and reporting units. Thitkpugh a household survey can capture
information about the total number of informal seoéntrepreneurs (and their characteristics), this
number does not necessarily coincide with the tatahber of ISUs due to the potential existence of
ISUs owned by two or more business partners. Ircése of mixed household and enterprise surveys,
this discrepancy can be rectified, to some extbutcollecting information on the number and
characteristics of business partners during th@rsephase of the survey. Moreover, because
household survey questionnaires often have to Issvered by proxy respondents, only limited
information can be obtained on the characteristidSUs.

By the same token, enterprise surveys are not sugled to capture information about informal
employment and may yield incomplete informationwtibe total number of persons employed in the
informal sector and their employment and workingnditions. Here again, a main concern is the
mismatch between the target observation unitsgeesons in informal jobs and persons employed in
the informal sector, respectively) and the sampibservation and reporting units of enterprise sggve
(i.e. enterprises and their owners). A main problleene is that because the sample unit is the
enterprise or establishment, persons with informain or secondary jobs outside of formal or
informal sector enterprises (e.g. informal domestickers) are not be covered by these sources and
are, thus, excluded from the measurement. In addlitnformation gathered about informal sector
employees may be prone to non-sampling errorsaltigetreliance on proxy respondents (i.e. owners
of the ISUs). Although owners of ISUs are likelyltave complete knowledge about the number of
persons employed in their enterprises and theid@mpent and working conditions, it is possible that
information on informal jobs may be deliberatelyncealed or misreported. Given these reasons,
enterprise surveys can only yield adequate infdomagbout informal employment when the
objective is restricted to the measurement of thtal thumber of informal self-employment jobs
(B1.1), or the total number of informal self-emptolypersons (B2.1).

In cases where the measurement objectives calhéoproduction of statistics, both, on employment
in the informal sector (A.1) and informal employrh€B.1) as well as on the number of informal
sector units and their characteristics (A.2), aggburce constraints require the production of these
statistics from a single source, the most suitdbta collection methodology would be one based on a
mixed household and enterprise survey approach.

This said, however, there are other issues thatatsmimpact the overall quality of the data, and
which must be taken into consideration in the de%i§ a data collection strategy. As mentioned
earlier, these issues include: existing sample dsarand survey programmes, and the available
financial, technical and human resources. In adlditparticular characteristics of informal sector
units which tend to make data collection difficigimall size, high mobility and turnover, seasomal a
other variations in activity, clustering in specifareas, lack of recognizable features for their



identification and location, lack of usable recorasd potential reluctance to participate in susyey
must also be taken into consideration.

The next section reviews in more detail the maivaathges and limitations of the various survey
approaches used in the collection of data on tweriral sector and on informal employment, namely:
(a) household surveys comprising labour force sigvand household income and expenditure
surveys; (b) enterprise surveys including spe@dliznformal sector surveys; and (c) mixed
household and enterprise surveys including moduldrstand-alone approaches.

4. Household surveys

As noted in the previous section, household surggsticularly, labour force surveys) and, if
designed appropriately, the first phase of mixedskebold and enterprise surveys are the best data
collection tools if the objective is to monitor thleolution of informal sector employment and
informal employment in terms of the number and ab@ristics of the persons involved and the
conditions of their employment and work. Theremeny reasons to incorporate the measurement of,
both, informal employment and employment in theoinfal sector in the contents and design of a
labour force survey or a household survey thautes the labour force as a topic. These include the
relative ease with which the topics can be addedroexisting survey, its cost-effectiveness,
conceptual coherence with other labour force siedisand the analytical possibilities offered hg t
collected data. At the same time, there are alsdlesiges and limitations that arise when using a
household survey to produce statistics on employmenthe informal sector and informal
employment, and which need to be addre’sséHese advantages, challenges and limitations are
discussed below. The general issues pointed oly &poth, labour force surveys as well as to the
first phase of a mixed household and enterpriseesuissues specific to the latter are discussed in
section 6 of this chapter.

41 Labour force surveys

A central methodological advantage of using LFSnteasure informal sector employment and
informal employment is that they can be designecbtoprehensively cover all types of jobs, be they
permanent, temporary or casual in nature; prinajpaecondary; home-based, street-based, with or
without fixed business premises; paid or unpaid; kt general, all that is required is to add a few
guestions to distinguish, among the employed, thwise operate or hold jobs in informal sector
enterprises and those whose jobs would qualifynfsrnal regardless of the type of production unit
in which they are undertaken (see chapter 4 forendetails). To arrive at a complete measurement,
the additional questions need to be asked to adlops employed during the survey reference period,
irrespective of their status in employment, andespect of their main and secondary jobs.

" Ibid, para. 22, p. 35.



As with the measurement of employment in genemtect identification of persons as 'employed' in
the first place is crucial for the proper measunetina informal sector employment and informal
employment. Thus, it is often necessary to intredut the beginning of the LFS interview, special
probes for activities or jobs that may otherwiseugoeported as employment, such as unpaid work
performed by contributing family workers in smahfily enterprises, activities carried out by women
on their own account at or from home, casual opiagl work, undeclared activities, informal
secondary jobs held by public or private employa@sl activities geared towards the production of
goods for own final use by households (if considex® employment at the national level).

Incorporating both informal sector employment amirimal employment in a LFS takes advantage
of the existing survey infrastructure and geogragioiverage. In most countries, labour force surveys
tend to be regarded as a core statistical actiwitye conducted at regular intervals. In addittbese
surveys tend to be national in coverage, have aeduldgets that ensure their continuity and regular
dedicated staff with expertise in labour relatepids. As a result, it is relatively easy to generat
guality statistics with national coverage in a flegand timely fashion. Furthermore, the coveraige o
agricultural activities in the LFS removes a tratiail obstacle to the measurement of informal secto
employment in this branch of economy activity. Ascdssed in chapter 4, despite the measurement
challenges, there are strong reasons to extenddheept of informal sector employment to rural
areas, particularly in developing countfies

The economies of scale involved in incorporatinggjions on employment in the informal sector and
informal employment in labour force surveys makene of the most cost-effective alternatives that
countries have in establishing a regular prograrfonghe production of statistics to address these
particular measurement objectives. This is notdhse with enterprise surveys, and especially with
specialized informal sector surveys, which tengiédd data only for urban areas, be conducted less
frequently, and be dependent on special budgetayigions or financial opportunities that make
their regularity uncertain. Moreover, should a doydecide to expand its measurement objectives to
produce statistics on informal sector units andrthbaracteristics, labour force surveys, can be
readily used as a first phased of a mixed househaddenterprise survey.

An additional advantage of a LFS is that it ensutihescollection of statistics on employment in the
informal sector and informal employment as an irgkpgart of labour force statistics. As evidenaed i
the framework presented in chapter 2, the conaafpitsformal employment and employment in the
informal sector are embedded within the labourddramework and are, thus, essential dimensions
in the characterisation of the economically acipapulation. Incorporation of these items in LFS
enables the classification of the employed popotaby status in employment, the informal versus
formal nature of their jobs, and the type of praducunits (formal sector enterprises, informalteec
enterprises, or households) in which the activitiesundertaken.

The joint collection of standard labour force sttits and statistics on employment in the informal
sector and informal employment through one singlece opens important opportunities for analysis

8 Ibid, para. 15, p. 34.
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and to inform policy-making. It makes it possitfie;, example, to estimate the share of employment
that is unprotected, low-income, etc. and how idistributed between formal sector enterprises,
informal sector enterprises, and households. t alfows the regular production of indicators on
informality that can be used to complement the ysleyment rate. This is particularly important in
countries where, due to a lack of public unemplayniesurance schemes, labour markets tend to be
adjusted in terms of qualitative working conditigiisEGI 2002). In such settings, indicators such as
the proportion of the population in informal or wogcted jobs are necessary as a complement to the
unemployment rate, in order to provide a sound rijgsmn of the labour market. Similarly, it
facilitates the study of the linkages between imfality and the segmentation of the labour market,
which is a key issue underlying the policy debaieua the effects of labour reforms on reducing
informal employment. Given that the unit of obséiom is not only the individual but also his/her
household, it is also possible to examine the ahtanatics of households of informal sector
entrepreneurs and the division of risks among hmldemembers.

An important feature of some informal activitiespecially those related to the informal sectothat
they tend to operate in an opportune manner anduject to seasonal variations. The best way to
capture seasonal and other variations in activitige collect data throughout the year. Although n
all LFS are conducted on a continuous basis, miiegdy are and more are expected to be conducted
in this way in the future. This provides LFS withosher important advantage vis-a-vis enterprise
surveys which tend to be conducted during a spegédiiod of the year. Where LFS are conducted on
a quarterly or monthly basis, it is possible to rrmmseasonal variation in informal activities aslw

as to produce seasonally adjusted series (prowiugtdsufficiently long time series are available).
Indeed, the 1% ICLS resolutioR recommends that in order to monitor trends, gaestion
employment in the informal sector should be inctl@¢ least once a year in existing infra-annual
LFS or similar household surveyfsProduction of seasonally adjusted series opentepesting
analytical possibilities to shed light on such &swas the relationship between informality and the
overall performance of the economy; its responsssrto economic growth or to fluctuations in the
GDP; and, more generally, its linkages to econooyides. In other words these data can provide
testable information on the long discussed isselesimg to whether informal employment is rooted in
the structure of the economy or is fuelled by itgncinertia. Moreover, because labour force or
similar household surveys are often conductedtaglaer frequency than specialized informal sector
surveys, the data obtained from the household gwndhe evolution of labour inputs in the informal
sector can also be used to extrapolate data freninformal sector survey on other characteristics
(e.g. value added) of the informal sector.

Of course, there are important challenges anddiinits that need to be kept in mind when using a
LFS for the measurement of informal sector emplayinaad informal employment. As pointed out in

section 3, an important limitation is that, duethe lack of a one-to-one correspondence between
informal sector enterprises and their owners, L& @her household surveys are not an appropriate

° Ibid, para 22(5), p. 35
1%1n respect of surveys conducted at less frequeatials (e.g. once every year or every five yetes)1 5’
ICLS recommended to include questions on employnmethte informal sector in every survey round.
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source of information for estimating the total nwnbof informal sector enterprises. Other
considerations relate to the identification of mmhal sector units through questions asked of
employees, contributing family workers and proxgpendents; the short reference period used in
measuring current employment; and the adequacyheflUFS sample size and design for the
measurement of informal sector employment and inébremployment.

A common concern with the use of labour force sysvi® identify persons employed in informal
sector enterprises is that employees, contribuangly workers and proxy respondents may find it
difficult to provide accurate information on somktbe criteria used to define the informal sector,
especially the legal organisation, bookkeeping tixes and registration of the enterprises for which
they work. Possible ways to address this concermeviewed in detail in chapter 4. One alternative
is to obtain an estimate of the total number ospes employed in the informal sector using only the
information on the characteristics of their entegrincluding information on the persons employed
in them) provided by respondents identified as ewygns or own-account workers. Another
possibility is to base the estimate on all respatslgrespective of their status in employment, tout
formulate the questions for employees in ways déinatmore directly linked to their situation, thereb
reducing the chances of item non-response dudattkeof knowledge. The extent to which the share
of self- responses in LFS can be increased andjuléty of the data collected enhanced will be
limited by the available time and resources to candhe survey. It is, however, realistic to expec
that a certain proportion of proxy responses villags remain.

At the same time, it should be noted that the mdtive of measuring total informal sector
employment through questions asked to owners ofitShlousehold surveys, enterprise surveys or
second phases of mixed surveys carries also aratitf&ind of limitation. On one hand, it can be
safely assumed that owners of ISU have full infdromaon the characteristics of the economic unit
and the persons employed in it. On the other hgineén the informal nature of the unit, it is po$sib
that the respondent may deliberately distort thBormation provided, thereby introducing a
systematic bias in the data. For this reason,ridd@mmended that this information be collectednfro
all employed persons, irrespective of their statusmployment, through a household survey. Indeed,
a household survey is the only source which makgmsgsible to obtain information directly (i.e.
without passing through the employer) from emplayaed contributing family workers. This is an
important consideration for the collection of data working conditions in the informal sector and
informal employment. Where a mixed household angrerise survey approach is used, it is also
possible to cross-check the information obtainedhim first phase with that collected during the
second phase of the survey (see below).

It had been mentioned earlier that LFS, when implaied on a quarterly, monthly or continuous
basis, have an important advantage over enterpguseeys in capturing seasonal variations in
informal sector activities. This is not the casecaurse, where the LFS is implemented only during
one particular period in the year, or where questior the identification of persons employed ia th
informal sector or in informal jobs are includedyoduring one particular period of the year. Intsuc
situations, the information collected on employmienthe informal sector and informal employment
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using a short reference period is unlikely to beresentative of the whole year. To improve the
representativeness of such data, it may be negessagvaluate the possibilities of adapting the
sample design and field operations of the LFS teercthe whole year or to consider the inclusioa of

longer reference period for the collection of data informal employment and employment in
informal sector activities.

A final major consideration when using a LFS consdhe sample design. Usually the sample size of
a LFS is determined by the need to maintain a dgewdl of statistical precision around basic
indicators such as the unemployment rate. This,elvewy does not necessarily guarantee that the
sample size will be sufficiently large to allow fdetailed disaggregation of the data on informal
employment inside and outside of the informal sedby branch of economic activity and other
characteristics. To ensure that the LFS can indgeltl detailed information on the size and
characteristics of the population employed in infat sector enterprises and in informal jobs, care
should be taken in the sample design to includedceguate number of sample areas where informal
workers live, and to select an adequate numbeow$éholds per sample area.

4.2 Household income and expenditure surveys

While LFS can be used to obtain an estimate ofgpsremployed in informal sector enterprises and
in informal jobs, household income and expenditstgveys represent a potential source of

information on the demand of households for goautkservices produced in the informal sector (for

further details see the discussion on phase 3eofltB-3 surveys in section 3.1.5 of Chapter 6)r Fo

this purpose, information may be collected, in eesf each expenditure group, on the distribution

of expenditures by point of purchase, distinguighifor example, supermarkets, formal shops or
workshops, public sector, other formal points ofghase, self-produced, ambulant vendors or street
stalls, homes of vendors, small/informal shops orkahops, markets, and other informal points of

purchase. It should be noted, however, that haldeimcome and expenditure surveys cannot

provide information on the total demand for infotreactor products. They can only provide data on
household final consumption expenditure for inforgector products, which is only a part (albeit the

most important one) of the total demand for sudupcts.

5. Enterpriseor establishment surveys

When the objective is to monitor the number andattaristics of informal sector units (ISUs) the
most suitable methodologies are those which haee dhterprise or establishment as unit of
observation and the enterprise owners as reponiinids. This is the case of enterprise or
establishment surveys of ISUs, and the second pbfasgixed household and enterprise surveys.
Because of their reliance on self-respondents, ih)abn the owners of the ISUs, to report the
information, these types of surveys are particylarkll suited to generate reliable information on
such aspects as the number and characteristit® dfusinesses involved; their production activjties
income generation, and fixed capital; the cond#iand constraints under which they operate; their
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organisation and relationships with the formal @eaind the public authorities; characteristicshaf t
ISU owners; etc.

This section focuses particularly on enterprisesiablishment surveys of ISsto which paragraph
23-24 of the 18 ICLS resolution reféf. The different types of advantages and limitatiohsnixed
household and enterprise surveys are discussdeeinext section. A crucial aspect underlying the
guality of the statistics produced by informal seanterprise surveys is the frame used to sdhect t
survey sample, particularly how complete and ugdte it is. Indeed, this is a major consideration
when assessing the possibilities of using this @qgr to generate statistics on the informal sector.
Standard enterprise or establishment surveys ys@ on existing business registers as basithior
sampling frame. However, because ISUs are rarelydied in business regist&tsthese cannot be
used as sampling frame in the design of an inforseator survey. Instead, alternative sources are
needed in order to obtain appropriate sampling ésafor informal sector surveys. Details about the
various approaches and examples of countrieshtheg used them, are presented in Chapter 5. Some
general comments about the implications of thes@ouws alternatives for data quality and for the
generation of estimates of the informal sectornrreduced below.

In general, the most common alternative to consasample frame for an informal sector enterprise
survey is a recent general establishment or ecanarensus which covers all establishments
(regardless of size or other characteristics) imedévant branches of economic activity and inelud
the basic items required to identify ISUs. Condwdt a special census of informal sector
establishments should be avoided because of itsatuamd financial resource implications, and
because the informal sector definition (see chapt@ppears too complex for being used in the field
to delineate the scope of an establishment census.

The information collected in the economic censiakes it possible to construct two types of sample
frames, a list frame and an area frame. When tfiernmal sector survey is to be conducted
immediately after the economic census, the lidgsafs identified in the economic census can be used
to draw the informal sector survey sample. Whenstirgey is to be conducted at a later date, the use
of an area frame constructed from the economicuseigs more appropriate. In this case, census
enumeration areas are selected as primary sampliitg or sample areas, taking into account the
density of various types of informal sector unitighie areas. This approach assumes that the pattern
of geographic concentration of informal sector legthments of different types remains relatively
stable between the time of the economic census thadinformal sector survey, although the
individual informal sector establishments may clear@f course, the validity of this assumption tends
to decrease with the time elapsed between the nguiries. However, because of the high mobility
and turnover of the individual ISUs, it will alwappe necessary to update the lists of establishnents
the sample areas prior to the selection of the kapytablishments (ultimate sampling units).

1n the remainder of this chapter the term ‘infotsector enterprise survey’ will be used; it sholod
interpreted to mean enterprise or establishmereguwf informal sector units (depending on the wsid as
the subject of the survey).

2 |bid, p.35.

13 Indeed, non-registration of the enterprise is lipwae of the criteria used to define informal ®eanits.
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Provided that the economic census and the infos@etior enterprise survey are conducted within a
reasonably short time frame, the approach can gigddjuate statistics about the more visible pdrts o
the informal sector (identifiable establishmenthis information is useful, for example, for specif
groups of data users who are interested only orinétion about informal sector activities undertake
in identifiable establishments, because they censsdch establishments to have a higher potential
for growth than other informal sector units andhde to be the main target for programmes aimed at
the development of small and micro enterprises. él@n, the approach cannot yield statistics about
the informal sector as a whole. This is becaugeritls to miss ISUs without fixed location (e.qg.
transport services, ambulant trading, etc.), as agelSUs operating in business premises thatare n
recognizable as such from the outside during aabishment listing operation (for example, home-
based activities such as food processing, tailpgraft production, etc.). More so, because ecooomi
or establishment censuses are large-scale and/ agstrations, many countries can only conduct
them in (major) urban areas, thereby further limgtithe coverage of the information collected.
Indeed, this is one of the reasons, albeit notlestantive one, why measurement of the informal
sector has been traditionally restricted to urb@as

Some of the coverage problems noted above candoeaéd when the economic census is conducted
concurrently with the house-listing operation fop@pulation and housing censtisPairing of the
economic census with the house-listing operatiora gbopulation census can help improve the
coverage of ISUs without fixed or recognizable ps=® provided that special probes for their
identification are included in the house-listinchedule. In a number of countries (e.g. India), this
approach has proven to be an efficient and cost®¥ option to generate statistics on the inférma
sector because of the sharing of resources betimeelarge-scale statistical operations. A drawhack
however, is that because both activities are verstlg and resource-intensive, they are usually
conducted only every 10 years and, in some casesy & years. Information gathered at such long
intervals is useful for benchmarking purposes anobiserve long-term trends. However, its adequacy
for short-term planning; to monitor business cy@easong informal sector enterprises; or to produce
annually estimates for national accounts, is mongdd.

Because of the need to conduct these various iequigconomic census, house-listing for population
census, and informal sector survey) within a stioreé period, the enterprise or establishment survey
approach to measurement of the informal sectooti®nly very demanding in terms of financial and
human resources, but also in terms of field logistand operations. Countries evaluating the
possibility of establishing a regular programmestdtistics of the informal sector based on this
approach need to plan early on how the approactdwibwithin the overall data collection schedule
and how it would respond to the broader data nekdmed in the national plan for statistical
development.

141t should be noted that such effort to improvedheerage of home-based and mobile activities taady be
considered as falling within the category of mixedisehold and enterprise surveys as discussedtiorsé.
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The 18" ICLS resolution mentions that it is generally ereble to cover all relevant branches of
economic activity in a single informal sector eptese surveys® The conduct of branch-specific
informal sector surveys is not recommended as an ntkita collection strategy unless the
measurement objectives have also been limited tocpkr branches of economic activity. The
resolution recognizes, however, that where theesaadl costs of a single survey are deemed too large
or unmanageable, an alternative used by coungisdonduct a series of branch-specific survéys.
branch-specific surveys coverage errors are likelpccur, given the complexities associated with
identifying, during the listing operation, all awdly those informal sector units that fall withimet
scope of the survey,. Not only will special measube needed to identify ISUs without fixed or
recognizable premises, but also rules would nedsktestablished for ISUs engaged in two or more
activities, particularly if some of them fall oudsi the scope of the survey. This is an importapeets

as multiple activities are widespread among IS4, iis not always easy in such cases to determine
the main activity. Provided that appropriate nuees have been implemented to address such issues,
the resulting data can be used to produce basiclwspecific estimates. More in depth analysis of
ISUs would be rather restricted because it wouldoegpossible to examine the full range of informal
sector activities undertaken by the same indivisidabuseholds or enterprises.

Where the observation unit in economic censusessahdequent informal sector sample surveys is
the establishment rather than the enterprise afidewit is impossible - or at least difficult - to
reconstitute informal sector enterprises engagetivin or more different activities because each
establishment tends to be surveyed separatelyvouid thus not be possible to examine linkages
between several informal sector activities undenaky the same individuals or households and to
consolidate the data at the enterprise or houséé&adds.

If the intention is to cover all types of informsgctor activities through a series of branch-spmecif
surveys (covering manufacturing, trade, transpod ather services, etc.), the data collection
programme will have to be designed to ensure a celmemsive coverage of ISUs without omissions
or duplications between surveys. There may be @scdlinting of activities in cases where, for
example, some members of a household produce goasmall workshop or at home, and other
members of the same household sell these goodé$ixacamarket or street stall. Another important
issue here is the timing of the surveys, which wduoipact the reference periods to which the data
collected for each branch of economic activity refeWhen series of branch-specific surveys are
spread over longer periods of time, during whicle aurvey is conducted after the other, time-
consistent informal sector statistics across ahbhes of economic activity cannot be produced.

In addition to the coverage issues noted abovahanconcern with the enterprise survey approach is
the extent of integration between the economic uem@d the informal sector survey, particularly
with regard to the use of common concepts, definitiand classifications. Lack of consistency is thi
regard can severely limit the potential uses ofdat. For the production of consistent statisbics

While a mixed survey usually starts from the hoosgsurvey side, in this case it would start frava t
enterprise survey side.
15 |bid, para. 24(4), p. 35.
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formal and informal sector enterprises is parthef measurement objectives, harmonization and joint
planning of the economic census and informal sestibrey is necessary.

An approach that seeks to promote greater integratmong the various sources and at the same time
produce complete and consistent data for formal iafatmal sector units is the Fully Integrated
Rational Survey Technique (FIRS¥)This approach applies a two-pronged methodologyttie
identification and selection, on one hand, of lesgale and, on the other, of medium- and smallescal
enterprises. A list frame (business register/dasgtis used to identify and select the former, levian
area frame drawn from an economic or populatiorsgens used to identify and select the latter.
Informal sector enterprises are considered to lmdudled among the medium and small-scale
enterprises. Thus, in this approach, too, inforagadtor enterprises are selected on the basis af are
sampling, which by-passes the problems of non4mgisn of ISUs. To ensure that activities without
fixed premises are also covered in the survey, sadditional questions need to be asked of
households in the sample areas at the listing stagestablish whether any of their members is
engaged in such activities. In this approach, thiei potential for ending up with duplicates i th
list and area frames. Thus, a critical step in FHBRST methodology is the identification and
elimination from the area frame of all duplicatetopto the selection of the survey sample (see
Chapter 5 for more details).

6. Mixed household and enterprise surveys'’

If the measurement objective is to collect compnshe information on informal sector as a whole
and on various segments of which it is composeeh t mixed household and enterprise survey
approach is the most suitable one. All informalt@eentrepreneurs (except homeless persons) and
their activities, regardless of the enterprise,silae kind of activity and the type of workplace=ds

and irrespective of whether the activities are grenked as main or secondary jobs, can be covered in
this approach. In particular, activities undertakeside the entrepreneur’'s home or without fixed
location can also be covered.

Mixed household and enterprise surveys are baseatam sampling and usually conducted in two
phase¥. In the first phase, a sampling frame for infatector enterprises or, more precisely, their
owners is obtained through a household listing wwvey in the selected sample areas (primary
sampling units , during which all enterprises fajliwithin the scope of the survey and their owners
are identified (household survey component). lis ffhase, data often have to be obtained from
household members other than the enterprise owhensselves, i.eproxy respondents. Thus, it is
not always possible to obtain good quality datatied) to the informal sector criteria. For thisgea,

it may be preferable at this stage of the surveysea broader concept (such as small enterpdses,
household unincorporated enterprises with at lsaste market production), which includes the
informal sector. The focus is then on ensuringdgoaverage of the informal sector by attempting to

18 UN, Strategies for Measuring Industrial Structure and Growth. Series F, No. 65 (1994, New York). Available
at: http://unstats.un.org/unsd/publication/SeriesFE3#ti 65E.pdf
" The discussion in this section is based on papagras-32 of the I5ICLS resolution (ibid, p.36).
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identify the owners of all enterprises thady belong to the informal sector. Use of a broadercept
also enhances flexibility for analysis of the dasijt becomes possible in this way to specifyedét
informal sector definitions according to the neefidifferent statistics users. In the second phalte,
or a sample of the enterprise owners are intendet@eobtain detailed information on their own
characteristics, those of their enterprises, arabehof the persons working with them, if any
(enterprise survey component). The informal seetoierprises can be more precisely identified
during this stage (post-sampling identification).

A characteristic feature of many informal sectoteeprises is their high mobility and turnover. In
order to reduce non-contact rates and distortidrssivey data resulting from sample units that have
moved location or changed or stopped their activftg time interval between the two survey phases
of a mixed household and enterprise survey shoellkielpt as short as possible. Every possible effort
should be made to trace sample units to their romation. Replacement by other units should be
avoided, as it is likely to bias the survey resulisorder to compensate for non-contacts, it itebéo
select a larger sample at the outset. Another mefainsreasing contact rates, as well as the quafit

the data obtained, is to try to interview infornsakctor entrepreneurs, who conduct their business in
fixed premises outside their home, at their agiede of work rather than at their residence.

Mixed household and enterprise surveys make itilpesso analyse jointly, at the enterprise or
household level, the various kinds of informal eectctivities undertaken by the same individuals or
households. Moreover, data on the characteristiche informal sector activities and enterprise
owners can be related to the characteristics ofotlieers’ households obtainable from the same
survey. This is important for assessing the couatitim of other household members to the household
income and for analysis of the impact of the hookklsituation on the activities of women and
children working as informal sector entrepreneurs.

Informal sector mixed household and enterpriseestgcan be conceived either as modules attached
to existing labour force or other household suryeysas stand-alone (i.e. independent) survey®e Th
basic difference between the two is that with thedatar approach the informal sector survey is
designed as a subsample of a household samplaeskliec a different purpose (e.g. labour force
measurement), while in the stand-alone approageea sample of informal sector entrepreneurs is
selected from a list adll households (and, possibly, establishments) irséimaple areasSomewhere
in-between the modular and the stand-alone appesacbne may situate a third option: the
integrated approach, in which an informal sectawey is undertaken as part of a survey system
designed to meet several objectives in parallel.

6.1 Modular approach: Informal sector surveys attached to household surveys
Attachment of an informal sector module to an éxgstlabour force survey (or other household

survey that includes questions on employment) iespthat the informal sector survey sample is
obtained as a sub-sample of the base (or filtaresu The informal sector survey may be conducted

18 |n the case of the 1-2-3 surveys, a third phaseded as described in section 3.1. of Chapter 6.
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simultaneously with the base survey or subsequefitig subsequent conduct is preferred in most
cases as it: facilitates the management and comtidn of the two surveys; ensures that the survey
operations for the base survey can proceed smoathiynlikely to have a negative impact on the
guality of the base survey data; provides a bewatrol over the identification and selection o th
sub-sample for the informal sector survey; and ksathe informal sector survey interviews to be
conducted by field staff specialized on the subjeatter. More detail is provided in section 2.2 of
Chapter 6.

The modular approach is less complex and less simernhan the conduct of an independent
informal sector survey because information colleatering the base survey provides the basis for the
identification and selection of the sub-sample afigeholds or persons for the informal sector syrvey
and no special household listing or interviewingaquired. From the methodological point of view,
the strengths of the modular approach lie in itssglities: to monitor trends in the informal smct
over time, if the base survey is conducted regyland an informal sector module is attached to it a
sufficiently frequent intervals; to achieve a coaipl coverage and accurate identification of
(potential) informal sector entrepreneurs in thege households during the base survey interviews,
particularly if a well-designed labour force surviesyused for this purpose; to use the sampling
weights of the base survey for the households imnfitrmal sector enterprises and thereby facilitate
the estimation of the survey results; and to redata on the informal sector activities to dataaotsd
from the base survey.

However, the modular approach can only be usedtuatons where a suitable base survey exists,
and where it is feasible in terms of survey operaiand response burden to add data collection for
the informal sector to data collection for the basgic. As already indicated in section 4 above
regarding household surveys, the representativesietise data over time may be limited by the
frequency and reference period of the base surMayeover, unless the base survey collects
information on the relevant characteristics of tegpondents’ maiand secondary jobs, the number
of informal sector entrepreneurs risks to be uratemated. Other possible limitations relate to éssu

of sample design and selection. The base surveglsasnot likely to have been efficiently designed
from the perspective of informal sector measuremmegither at the stage of selection of sample areas
nor at the stage of selection of sample househ@luste is no control over the size of the informal
sector sample or over its distribution by type ofiaty. The resulting number of informal sector
entrepreneurs included in the sample may, thereb@euite small, and insufficient to yield reliabl
separate estimates for each type of informal seatbivity for which such estimates would be
desirable €.9. estimates by branch of economic activity). In jgatar, this will be a shortcoming of
the modular approach in countries, where the infbreector is less widespread than in others (see
section 3.4 of Chapter 6).

There are, however, ways to increase the sizeeoinformal sector sample. If resources permit, the
base survey sample can be increased by adding hmdseto it, either from the same or from
additional sample areas. If the base survey is a@drdinuing nature, subsamples of informal sector
units can be cumulated over several survey rouAdernatively, if the information required for
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identification of the units eligible for the infoah sector survey is obtained during the listing
operation for the base survey, the informal sestovey sample can be selected on the basis of all
households in the sample areas, rather than ooletlselected for the base survey sample. This
corresponds to the design of a stand-alone infos®etior survey as described in the next section, as
at the stage of household selection the two surwdyshave different samples (although they will
share a common sample of areas).

6.2 Stand-alone approach: Informal sector surveys designed asindependent surveys

In a number of cases, a stand-alone (or independdgatmal sector survey is the technically better
arrangement because its sample can be specifibedigned and selected to meet the measurement
requirements of producing estimates of specifidbyity in selected strata. For example, reliable
data may be required for each branch of econonticitg¢ or to support analysis of the differences
between various informal sector segments regartigig income-generating potential, constraints and
other characteristics.

Independent informal sector surveys using the mixedlsehold and enterprise survey approach are
based on a multi-stage design involving the folloywsteps:

i. selection of areas (e,g. census enumeration aaegs)mary sampling units;

ii. listing or interviewing of all households in thengale areas;

iii. selection of sample households with owners of m#drsector enterprises (or
small enterprises, household unincorporated ensexpwith at least some market
production, etc.) as ultimate sampling units; and

iv. main interviewing of the sample households andrprise owners.

As explained further in Chapter 7, the sample degigst take into consideration that some types of
activities €.g. transport, repair and other services) are likelypeoless well represented than others
(e.g. trade, sale of cooked food), and that some ad#/i§ig. certain types of manufacturing or trade)
tend to be concentrated in specific areas. To ermiequate representation of all such activitieken
sample and to reduce clustering effects, it is i@ to include a sufficient number of enumeration
areas in the first stage sample.

For first stage allocation and selection, an aegapding frame is used which consists of enumeration
areas of appropriate size, stratified accordinth¢ooverall density of informal sector activitytimese
areas or, if possible, the densities of informait@eactivities of different types. Information fisle

for construction of such a frame includes: dataaivield from the latest population census on the
density of employers and own-account workers inghemeration areas classified by broad activity
groups and, if available, by type of workplace andhber of employees; data on the concentration of
small establishments by broad activity groups aained from the latest establishment or economic
census; data for stratification of enumeration sut®aincome level or other socio-economic criteria;
data obtained during listing or data collection grevious informal sector or other surveys; or
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information based on local expert knowledge abloeitspatial distribution of informal sector actiegi

in the regions or towns to be covered by the surv@ych data normally provide a reasonably good
approximation of the density of informal sectorrepteneurs living in the enumeration areas at the
time of the survey. Enumeration areas with a highstty of informal sector entrepreneurs in the

relevant activity groups are selected at a hightr in order to obtain more coverage by the sample,
increased sampling efficiency and reduced survesjsco

The cost aspect is particularly important for thetfsurvey phase, which is an expensive operation
unless it can be combined with a household lisforganother survey. The task is to list all the
households in the sample areas, to identify allgbintial informal sector entrepreneurs and their
activities, and to obtain any additional data taibed for their subsequent stratification (if nseesg)

and selection. The quality of listing is a key tactor the overall quality of the estimates obtaine
from the survey.

A household listing may fall short of ensuring angbete coverage of informal sector activities
conducted in identifiable establishments outsideliitbmes of the enterprise owners. Thus, it is lisefu
to undertake a dual, mutually exclusive listing (Of households and household-based (including
mobile) entrepreneurs alid) establishments in the sample areas. This was flamexample, for the
Urban Small Unincorporated Enterprises Survey cotetlin Turkey in 2000, and for the national
Survey on Non-agricultural Enterprises in the Infal Sector undertaken in India in 1999-2000. In
the Turkish case, the survey shared the sampls évkrcks) of the monthly Household Labour Force
Survey in order to reduce the cost of the firsveymphase and improve data quality.

It may even be useful to use different samplesred® which have been selected from different
sampling frames (population census vs. establisbe@nomic census) fo(i) households and
household-based entrepreneurs @idestablishments. This is because household-basednid
sector entrepreneurs and informal sector estabéistsrtend to be clustered in different areas. An
example of a survey based on such a dual-frameagipiis the Informal Sector Survey conducted in
the West Bank and Gaza Strip in 2003 by the PalastiCentral Bureau of Statistics. Another
example is the informal sector survey of Colombibgre informal sector activities conducted at the
entrepreneur’s home or without fixed location areveyed through a modular mixed household and
enterprise survey approach, and a sample of infosmetor establishments is selected using an
establishment sampling frame. To avoid duplicatiamsimportant design requirement for this type of
survey is the effective exclusion from the housdhivhme of informal sector entrepreneurs who
undertake their activities in establishments.

In a classical stand-alone mixed household andge survey all households in the sample areas
are listed using a fairly simple form. The listifagm includes a question such d&3oks any member

of the household operate, as hisher main or a secondary activity any business for income-raising
purposes at any time of the year?”, which is addressed either to the household egfeg person or, as
recommended by the 13CLS, to each member of the household above afsgbage. Information

on the kind of economic activity (industry), numlaéremployees and/or the legal organisation of the
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business may also be collected. Such a houseistiltgl may however not be adequate to ensure a
complete coverage and accurate identification efdwners of informal sector enterprises (or small
enterprises, household unincorporated enterprigbsatvieast some market production, etc.), or even
only those who are household-based. It may thussb&ul to extend the first phase from a household
listing to a household survey operation, during cehdetailed information is collected on the
economic activities undertaken by household membd@rkis is done, for example, in the Urban
Informal Economy Survey, that is conducted abogtg¥ive years in Brazil as a survey independent
from the country’s other household surveys. Inhsaccase, the scale of the first survey phase is
particularly large as detailed interviews have eécchrried out in respect of each household menfber o
working age in all households living in the samgieas.

As explained in more detail in Chapter 7, ideafig sample of an independent mixed survey should
be stratified at the higher stages of selectior ghat at the final stage of selection househcahsl (
possibly, establishments) can be selected at unifates. Sometimes, however, it will be necessary
to group the listed households (and, possibly, béistanents) in strata by industry, sex of the
entrepreneur, type of workplace, type of entep(men-account vs, employer), etc. for last-stage
allocation and selection. The aim is to make thacation of the final sample to the various strata
homogeneous as possible and to ensure that anadequmber of ultimate sampling units from each
stratum is selected.

The design of a stand-alone informal sector sumetails fairly complex survey operations and
sample design and estimation procedures. It regjaireeam of qualified survey staff, sound training
of interviewers, constant supervision and contfa@lbsurvey operations, and care in keeping resord
of the listing operation, sample selection and daroptcome for each sample area. The gain in the
guality of the estimates obtained from an indepahdexed household and enterprise survey must
therefore be balanced against the increase in andtsomplexity of the survey.

6.3 Integrated approach: Informal sector surveys as part of a survey system designed to
meet several objectives

Integrated surveys can be seen as special typeoddlar surveys. Integrated surveys are designed
to meet several measurement objectives at the samagi.e., the collection of data about the infafrm
sector and other topics, e.g. labour force, holdelmtome and expenditure. Such surveys are
especially useful for countries that do not havegular household survey to which an informal secto
module can be attached, and that need to collégtaea range of topics without having the resaurce
necessary for separate surveys. Integrated sura@wys at incorporating the sample design
requirements for informal sector measurement intcombined survey design as an additional
objective, to the extent that all the requiremexais be reconciled. For this purpose, efforts ardema
in the sample allocation and selection to incretagenumber of households with informal sector
enterprises included in the sample and to enhdocthe extent possible, the representation of the
various types of informal sector activities in g@mple. The 1-2-3 surveys described in sectiomf3.1
Chapter 6 can be considered an example of intebratieveys using the mixed household and
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enterprise survey approach. In these surveydirthghase is a labour force survey, the secoras@h
an informal sector survey based on a sub-samptbeofabour force survey, and the third phase a
household income and expenditure survey conducatedtiirning to the original labour force survey
sample.

More detail on mixed household and enterprise sisreé the informal sector is provided in Chapters
6 and 7.

7. Useof household master samples

A household survey programme allows for integratidnsurvey design and operations in several
ways. The same concepts and definitions can bé fmsevariables occurring in several surveys.

Sharing of survey personnel and facilities amorey ghrveys will secure effective use of staff and

facilities. The integration may also include th&ewf common sampling frames and samples for
various surveys in the survey programme. The dgweént of a master sampling frame (MSF) and a
master sample (MS) for the surveys is often an maod part of an integrated household or mixed
household and enterprise survey programme.

The use of a common master sampling frame of arga for the first stage of sampling will improve
the cost-efficiency of the surveys in a survey paogme. The cost of developing a good sampling
frame is usually high; the establishment of a cardus survey programme makes it possible for a
national statistical office to spread the costsaistruction of a sampling frame over several stgve
such as labour force, household income and expegrdinixed household and enterprise surveys on
the informal sector, etc.

The cost-sharing can be taken a step further itimeeys select their samples as sub-samples from a
common master sample (MS) selected from the MSie use of a master sample for all or most of
the surveys will reduce the costs of sample ser&id preparation of sampling frames in the second
and subsequent stages of selection for each suiMegse cost advantages with the MSF and the MS
also apply to unanticipated ad hoc surveys undentakuring the survey programme period and,
indeed, also in the case where no formal survegrarome exists at the national statistical office.

The main purpose of a master sample is to prowdée household surveys in the continuous survey
programme (and any ad hoc survey that fits intontlaster sample design). The sample will thus be
primarily designed to serve a basic set of houskkotveys like labour force, household income and
expenditure, etc. It will generally not be efficiefor sampling of other types of units. In some

situations, however, it may be possible to usentiaster sample of households for a survey like an
informal sector mixed household and enterpriseesyrio study the characteristics of economic units
such as household enterprises and own-accountdsssia

In most developing countries, large proportionghe& production units are closely associated with
private households. These units are typically memyumber, small in size and widely spread
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throughout the population. A master sample of bbakls can be used for surveys of these types of
units in the first phase. Apart from cost savingse of a master sample for different surveys makes
possible to have overlapping samples in two or nsoieeys, enabling integration of data and joint
analysis of data from those surveys.

More details on master sampling frames and maatapkes can be found Isnited Nations (2005)*.

8. Methods of indirect estimation

Prior to the development of techniques for the dimeasurement of informal sector and informal
employment, the use of indirect methods of estiomthased on data from related sources was
common practice. Among these, the most widely usmge been those based on residual balance
techniques as well as methods of indirect macrov@eric estimation such as the GDP approach,
employment approach, physical input approach, naspehethods, and Multiple-Indicator Multiple
Cause (MIMIC) modef? Indirect methods based on residual balance teabaifave been primarily
used to estimate employment in the informal seata informal employment although they can also
be used for estimating the contribution of the iinfal sector to the GDP. The methods of indirect
macro-economic estimation have been primarily usethtional accounts to produce estimates of the
size of the informal sector as well as its contiiiiuto the economy (value added).

Residual balance technigues estimate the size pfogment in the informal sector and informal
employment by comparing labour force data colle¢ctedugh a population census, a labour force
survey, or another household survey covering enmpémyt, with other sources of job registration such
as establishment censuses or surveys, social m=urar fiscal statistics. The first source, also
referred to as the “exhaustive” source, is assutoechpture all forms of employment (formal and
informal) while the second source provides figusas‘registered” employment. The estimates from
the population census or labour force survey willags be larger than those from the economic
census, establishment survey or administrative rdscbecause the latter sources do not capture
employment outside formal establishments. Thus,eddipg on the subcategories of workers
compared, the residual balance obtained is used @soxy of total informal employment or
employment in the informal sector.

For the residual balance techniques to be usednécessary that data on industry (or, in somes;as
occupation) from the population census or labowdsurvey be available cross-classified by status
in employment and sex, and that the source of dataegistered” employment include information
on at least one of the criteria used for defining informal sector, preferably the legal statushef
firm, or if not, registration or employment sizehus, the estimates of employment in the informal
sector and informal employment will vary dependomgthe criterion used to infer the informal sector.

19 United Nations Statistics Divisiohjousehold Sample Surveysin Developing and Transition Countries, New
York, 2005.
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An application of this methodology using legal g&aof the firm as criterion is presented in the ILO
study ‘Women and Men in the Informal Economy: A statistical picture” (Geneva, 2002). In this study
the residual balance technique is applied to predestimates of informal employment (excluding
agriculture) and its main components for 25 coests follows-

i. First, the size of the total non-agricultural wankde is estimated based on data by industry
from a population census or labour force survey.

ii. Second, the number of formal employees in the mpitatural workforce is estimated based
on an establishment survey, an economic censuadministrative sources that record the
legal status of firms. Paid workers employed inpooations, quasi-corporations or other
legally registered firms are classified as fornmaptoyees, and estimates of civil servants and
members of the armed forces, who are often exclérded economic censuses or surveys, are
obtained from other sources and added to the nuaibfermal employees.

iii. Third, the number of formal employees (step 2)uistsacted from the total non-agricultural
workforce (step 1). This difference represents aidwal estimate of total informal
employment (excluding agriculture).

iv. Fourth, the total non-agricultural workforce isidied into paid employees and self-employed
persons. An estimate is then prepared for a) paigl@yees and b) the self-employed
(employers, own-account workers, and contributiagnify workers) in the non-agricultural
workforce. The self-employed so derived include sdngh-end professionals and employers
in registered enterprises, who are not considardzktinformally employed. However, these
categories are assumed to be small worldwide, evaller in developing countries than in
developed countries.

v. Fifth, an estimate of informal paid employment &adé of agriculture) is derived by
subtracting the number of self-employed persorsp(gf) from total informal employment
(step 3). The estimate refers to employees witlormél jobs but may exclude some
subcontracted paid workers who declare themseb/eslkemployed.

The most common indirect methods of macro-econasiomation have been described in detail
elsewheré? These methods produce estimates of the size dffiienal sector and its contribution to
the economy based on combinations of various klatggregate economic variables and a set of
assumptions. These methods have been frequentlicizad as being too approximate and
hypothetical. They depend heavily on the assumptimade and on the coverage and quality of the
data used. Moreover, these methods yield hightyeagated macro-economic estimates which do not
provide information about the composition of thioimal sector or about the way it functions. Such

2 perry, G.E., W.F. Maloney, et.al. 200f@ormality: Exit and Exclusion. World Bank Latin American and
Caribbean Studies. The World Bank, Washington, DC.

L The study also presents a second indirect caienlapproach to measure informal employment baseithe
residual balance technique for cases where a direasure of employment in the informal sector &ilable
(from mixed surveys or informal sector enterpsseveys).

?2See Thomas, J.J. 1998formal Economic Activity. Ann Arbor : University of Michigan Press ; Schihex, F.
and D.H. Enste. 200Zhe Shadow Economy : An International Survey. Cambridge, UK : Cambridge University
Press.
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disaggregated information is however needed foircpgburposes and programme formulation. In
fact, indirect methods of macro-economic estimabften include components beyond the scope of
the informal sector, i.e. non-observed activiti€®ther units of production (including formal secto
enterprises). Thus, although still popular forestpurposes, these methods are slowly being phased
out for measurement of the informal sector andrmfd employment as more and more countries
have started to regularly collect the necessary fdaitdirect measurement.
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