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1. Introduction

As mentioned in Chapter 3, mixed surveys (housééotdrprise) measuring the informal
sector constitute a broad family which includes aaiety of surveys sharing a common
denominator. In this manual two main types of misadveys are distinguished: independent
mixed surveys (Chapter 7) and modular mixed surveysch are the subject of the present
chapter. The objective of the present chaptey draw a comprehensive picture of statistical
properties of this type of surveys, to provide valg informal sector and informal
employment indicators consistent with internatiodafinitions and in relation with other
alternatives.

As other parts of this manual, this chapter dodsclam to cover exhaustively the modular
mixed surveys approach. Nevertheless it aims aaexpg its rationale and generic design,
while underlying the main strong points and shartecws of the approach. The chapter is
based on selected significant and illustrative gdasmdrawn from national experiences.

The chapter is organized as follows. Section 2gmissthe main principles of modular mixed
surveys. Section 3, the core of this chapter, fesum thel-2-3 surveywhich has become
the most widely known survey of this kind. The dission includes the methodology of the
surveys conducted under the UN Development AccBuoject ‘Interregional cooperation on
the measurement of informal sector and informal leympent’ in several countries. Given
their specificities and high level of institutiormdtion, the Mexican and South African
experiences are also detailed in Section 3. Sedtis dedicated to reviewing the potential of
the Living Standards Measurement Stigdie measure the informal sector. The last section
(Section 5) draws some perspectives for future ldpweents.

2. Principles of modular mixed informal sector sureys

The general principle of the modular mixed surveygo use information drawn from a
survey of households concerning the activity ofivittlals (phase 1) to select a sample of
owners of production units, to which a specific sfisnnaire on informal activity is applied
(phase 2; Figure 6.1). Each individual belonginghe employed population (for example,
any individual who has worked for at least one hduring the reference week, to take the
ILO definition), who says that he or she is an ewpt or an own-account worker in a unit
satisfying the criteria used for defining the imf@l sector (size or non-registration), is asked
to complete the questionnaire on the informal pobida unit he or she is holding.

The two phase design has been developed during38@s to try to overcome the main
problem of the conventional approach (referredddfist strategy” in Figure 6.1), i.e. the
difficulty in achieving an exhaustive coverage loé informal sector (Roubaud and Séruzier,
1991; Roubaud, 1997). The two major risks with ésablishment surveys is, first, to get a
comprehensive picture of the reference populatioforfnal production enterprises). Unless
an economic census is conducted and articulated thet population census (as for example
in India; see Chapter 5), an exhaustive coveragehef universe cannot be achieved,
especially for activities performed at home or wiih fixed location. Second, given the
erratic demographic laws (birth and mortality rate$ the informal sector enterprises,
updating registers to draw representative samleésfarmal sector units is usually out of
hand. That is why most of the surveys conductedgatbis line have produced unreliable and
non-consistent estimators (underestimating totalsgrestimating the weight of informal



production units with premises, and consequentlyrstating the economic performances of
the informal sector, as enterprises with a fixedaton usually perform better than those
without fixed location.

Figure 6.1: Two sampling strategies for measuringhte informal sector

Establishment Surveys

First Establishment Sampling Informal
Strategy Census Frame Establishment Suryey

Household Survey
Second Population Sampling On activity of individuals  tefl Informal Production
Strategy Census Frame survey Unit Survey
(Final sampling unit:
dwelling)
Phase 1 Phase 2

Source Roubaud and Séruzier, 1991.

The fundamental rationale of informal sector misedveys is that informal production units
(IPUs) are easier to catch through the jobs of the persamking in the informal sector than
through the identification of premises in which thetivity is held. The main challenge is
then to build the implicit population of individgl jobs and production units, and their
relations. The sequence is, departing from the jadipn, to get to production units through
jobs (which play the role of an intermediation ahie).

2.1 Sampling issues

The sample design of the modular mixed surveysistnsf adding an additional stage of
selection to the phase 1 (which is often alreadyudti-stage sample survey). For example,
when the phase 1 is a two-stage LFS, a third stageafted to select the sub-sample of heads
of IPUs (informal production units). It relies mo assumptions:

- a sufficiently large sample of IPU heads can fzavd from phase 1,

- a bi-univocal relation can be established betwbenlPU head (identified in phase 1) and
his or her production unit (to be surveyed in pHse

2.1.1 Building the reference population of IPUs
Let us discuss the necessary properties of phasesl 2 to ensure the realization of these

assumptions. Departing from a representative saofglee households, the first condition to
be respected is that information on all jobs heldhie informal sector and corresponding to

! Given the specificity of “enterprises” in the infoal sector (e.g. a tailor repairing shirts at hofoe
neighbourhood clients and working alone only a fewrs a week is considered as an “enterprise”)cthépter
uses the term “production units” rather than “emtises” or “establishments”.



this initial population is made available in phdseThis means that information about the
informal sector of employment should be asked fathkthe main and secondary jobAs
already mentioned in Chapter 4, appropriate questior the identification of employment in
the informal sector should be addressed to all eyepl persons irrespective of their status in
employment (including employees and contributingnifp workers), and not only to
employers and own-account workers. This make®ssible to obtain an estimate of total
employment in the informal sector on the basisatbaollected during phase 1, which can be
compared to the estimate of total employment initiigmal sector obtained from phase 2
on the basis of the information provided by infolm@aployers and own-account workers on
the number and characteristics of the persons graglm their IPUs. Experience has shown
that the estimate of total employment in the infakisector obtained from phase 1 tends to be
higher than the corresponding estimate obtainad fstbase 2, as there may be reasons for

Figure 6.2:  Building the implicit population of individuals, jobs and production units

A.- Selecting only independent workers (employersn account workers), in the informal
sector

Individuals Corresponding Jobs Production Units
I » [ 3, mono-active > [PU,

l; > | J.: mono-active, main job > | PU,

I »| J.: mono-active, second job > | PU,

I T Ji: pluri-active, main job ———> Py,

. J.: pluri-active, second job » | PU:

I dIE pluri-active, main job > | PU,

N N, (>=N) Neu =N

B.- Selecting all kind of workers (employers, owocaunt workers, employees, family
workers), in the informal sector

Individuals Corresponding Jobs Production Units
I > 3, : mono-active, independent worker > PU;

l; > | J, : mono-active, main job, dependent worker PU,

I — : J1 : pluri-active, main job, independent worker PU.

. Jo : pluri-active, second job, independent worker PU

I > | J, : pluri-active, second job, dependent worke

I Ji1 - mono-active, dependent worker

N N, (>=N) Ney <=N;

Source adapted from Roubaud and Séruzier, 1991.

2 |n theory, we should consider all the existingsaturing the reference period. Some surveys dprdntice,
the number of simultaneous jobs reported for ormrsgreduring the reference period (usually one wesiy
exceptionally exceeds two.



informal sector entrepreneurs to underreport thabar of persons working for them. Also,
because of financial or other constraints it mapetimes not be actually feasible to conduct
the phase 2 survey even though it had been planned.

Once the reference population of informal sectdosjbuilt, the problem is to get to the
corresponding population of IPUs. Two alternatiygians can be considered according to
the status in employment: select only independentkers (employers, own-account
workers); or select all workers (independent angedéent) irrespective of their status in
employment. The first option is quite simple to eedd as there is a “quasi” equivalence
between production units and their holders. Themsgés more complex as different jobs can
lead to the same production unit (Figure 6.2).

In the first option, the only violation of assungti2 occurs in the case of business partners
residing in different households. To solve thisljgpeon, information is needed on the number
of business partners. It can be obtained eithgrhese 1 (more complicated) ex postin
phase 2 (information collected anyway). The inisaimpling weight of the business partners’
IPUs can be corrected proportionally to (i.e. daddby) the number of business partners
residing in different househofyskeeping in mind that IPUs with two or more buske
partners usually represent only a very small paithe informal sector in practice. Their
share may however be larger in specific branchescohomic activity requiring relatively
high capital investments (e.g. mechanised trangpant general, where the number of IPUs
operated in business partnership is significantensophisticated methods for the correction
of sampling weights should be used (see Chaptemwlfich require information on the
location of the households of all the businessneast As an alternative, one may identify
the main business partner and select only him ofdnenclusion in the phase 2 sample.

In the second option, there is a systematic viotatf assumption 2 for all IPUs which
employ two or more persons residing in differentigeholds. The probability of inclusion is
proportional to the IPU’s size. Nevertheless, istbption is feasible in theory, it is not
recommendable in practice for various reasons laente, has been rejected by th8 KBLS
(see paragraph 26 (2) of its resolution). Firsg fbrmulae of extrapolation coefficients are
more complicated than for the first option. Secagrdployees may have more difficulties in
providing reliable information about the informahtsis of their enterprise (either defined by
the size or the legal status). If the sample ofdfJdrawn only from the responses given by
owners of IPUs, who know the legal status of thestablishment, the problem is solved.
Finally, this strategy can raise ethical issueshédf head of an IPU happens to know that his
or her production unit has been selected for pBasanks to the declaration of one of his or
her employees surveyed in phase 1, he or she anrdeentful and even dismiss the
employee. Guaranteeing confidentiality can be mwilaltic. Fortunately, to our knowledge
option 2 has never been applied in modular mixéarinal sector surveys.

2.1.2 Sample size and stratification

In a typical phase 1 survey, the sampling framéofed a two-stage (enumeration areas,
dwellings) stratified (at EA level: generally adnsitnative boundaries) scheme. Despite their
good statistical properties for informal sector swament purposes, two-stage surveys
present a number of difficulties which must be rak&o account. As, by construction, the

® It should be noted that the sampling weights for information, that relates to the personal

characteristics of the business partners themselves, should remain unchanged.



phase 1 (properly applied) provides consistent biaged — estimates, the sampling problem
is to obtain efficient estimators, that is to dag bnes which minimize their variance.

The first limitation occurs when the sample sizepimase 1 is too small to obtain reliable
estimates in phase 2 (according to the desired é&é\disaggregation of the results — typically
by industries or by geographical zones). Such a cas occur when the phase 1 sample has
been designed not taking into account the objestnfethe phase 2 survey, or when the
overall density of informal sector activities isMoThe second limitation can occur in the
case of marginal and/or geographically concentratgiyities. Such is the case in particular
of branches of economic activity where there ane feformal production units, or of
branches concentrated in specific geographicatimts In some countries, craft trades are
traditionally grouped in clearly identified placgsweller streets, tailors, kebab sellers, etc.).

Three strategies can be adopted and combined. ildtecdnsists of increasing the sample
size for phase 1, if resources permit. A crucidlordo getex anteis the (approximate)
number of IPUs per household. Usually such a riatioot available (getting it is one of the
reason to conduct the survey), but a proxy can litaireed from previous surveys (for
instance, the number of independent workers byédtmld, the number of micro-enterprises,
etc.).

The second strategy consists of using auxiliaryormftion for additional sample
stratification in phase 1. To avoid informal adii® not being properly represented, all the
information already available should be mobilised atroduced into the sampling frame as
a stratification variable. In particular, when stiieg sample areas (EAS) it is recommended
that account be taken of the density of informaivaes and that high-density areas be over-
represented in the sample in order to improve ttwiracy of the estimators and reduce
survey costs. This information may be an outcomere¥ious surveys or of prior research
work.

The third strategy only applies to phase 1 suryiegsare conducted at regular intervals, such
as continuous labour force surveys. In this caséysamples of IPU heads can be
accumulated over several survey rounds until aicseifitly large number of IPU heads is
obtained (cf. paragraph 31(2) of thé"IELS resolution). This would normally imply that
the periodicity of the phase 2 survey follows thithe phase 1 survey.

Let us now consider the phase 2. The same typelafians can be adopted to improve the
precision of estimators (sample size, stratifiagtidncreasing the sample size is constraint by
the total number of IPUs given by the phase 1. kevel, and not taking into account cost
issues, the best sampling design for phase 2 ssiteey exhaustively all IPUs identified in
phase 1. Such a sampling design also presentsdirentage of simplifying greatly the
calculation of extrapolation weights, variance aodfidence intervals (as the probability of
selection of IPUs at the last stage is equal tdOhce the decision has been taken to select
only a sub-sample of the IPUs identified throughgehl, it is advisable to stratify the sample
using information collected in phase 1. The moshmmn variables for stratification are:
industry, status in employment (employer, own-aatavorker), type of job of the IPU head
(main vs. second job), gender of the IPU head, tfgemises, income of the head, etc. It is
worth highlighting that the stratification procedsr are particularly efficient as the
characteristics of jobs captured in phasel arenglyocorrelated with the characteristics of
the IPUs.



Finally, to extrapolate the phase 2 results, n@paase (total or partial) should be taken into
account, as well as misclassification due to measant errors in phase 1. A procedure of
post-stratification can be implemented to recakeuthe final weights accordingly.

2.2 Measurement and logistical issues

Once the sample has been designed, a number oftanpdéssues should be addressed to
optimize the reliability of the information. Thisilssection concentrates on four main points:
the choice of the filter survey, the time span lestwphases 1 and 2, the place of interview
for the phase 2 survey, and the relevant respondefite specificities of the survey
guestionnaires will be discussed in detail in $ec8.

One important measurement issue isdheice of the filter surveyGiven what has been said
previously, particularly the tight links betweerbgoand IPUs, labour force surveys (LFSS)
are the best candidate to serve as phase 1 fordalanamixed informal sector survey. Of
course, they have to be adapted in sampling anstiQneaire design to the specific objective
of measuring the informal sector. Another advantaigihe LFSs is to catch two birds with
one stone: they are not only the best filter surzegelect the phase 2 sample, but can also
provide good estimates of employment in the infdreggtor and in other forms of informal
employment (see Chapter 4). However, LFSs areh®ohly possibility to serve as phase 1.
In fact, all types of household surveys providingprmation on jobs or sources of labour
income are potential candidates. For example, LSM&eys or household income and
expenditure surveys (HIES) can provide a sampledrdor phase 2 provided the sample
sizes are sufficiently large (see Section 5). Aaosolution is to graft an identifying specific
module on any representative household survey &tagr survey, victimization survey,
etc.). In some countries, where such surveys amneld, grafting such a module can present
the economic interest of just paying the marginastc and the analytic strongpoint of
allowing cross tabulation of the information cotkstt in the module with the one collected in
the main survey. Nevertheless, there is a riskvefloading and “contaminating” the original
survey, which shall be avoided. Moreover, the dangesign requirements for the two
surveys may not be compatible.

A second issue ithe management of the time lag between phases R.afldis time lag
should be reduced to the minimum. The longer igtithe lag between phase 1 and phase 2,
the higher is the risk of attrition, as a highesgmrtion of IPUs will have disappeared due to
high mobility and turnover. In the example showrcahumn 3 of Figure 6.9 in Section 3.3 of
this chapter, even within a time span of only tweeks between the two survey phases the
loss rate of IPUs already amounts to around 5 #e &xtreme solution to avoid the problem
of attrition is to conduct the two phases at theeséime (conduct the phase 2 once the phase
1 has been completed and the IPUs identified),vendo integrate the two phases in the
same questionnaire (see the LSMS case describ8eédtion 4). Nevertheless this strategy
can create problems. First, it is impossible teded sub-sample of IPUs; the IPUs have to
be surveyed exhaustively. Second, the phase 2 ysumike take place in the household
dwelling although it is preferable to conduct thevey in the IPU’'s premise (see below).
Third, the identification of IPUs for the phaseu\y is left to the field staff while it should
be under the control of the head office. Fourtithtsurvey phases will have to be conducted
by the same team of interviewers while each of tmeay require a specialized team. The
ideal time elapsed between the two survey phasestiade off between the objective of
reducing attrition and the time necessary to sdleetphase 2 sample (data entry, selection
procedures, etc.), to optimize the organizationth enumerators, etc. In any case, the



attrition rate has to be taken into account to iobtansistent estimators. In particular, the
phase 2 shall be conducted for all IPUs selectdtkether they are still operating or not,
provided the IPU heads can still be traced. THereace period should thus be the last
operating month which, by definition, is postermr equal to the month of phase 1. To
compensate for attrition due to loss of IPUs, ottmtact failures, or refusals to participate in
phase 2, the phase 1 sample should be increasedtimoutset by the expected amount of
attrition due to these factors.

The place of interview for the phases2irveyis also of high importance. To enhance the
reliability of the data collected, it is preferatite conduct the survey in the premises of the
IPUs, as in other enterprise/establishment survBlysgee cases should be distinguished. For
IPUs located at home or without fixed location, th&erview should be conducted at the
home of the IPU head. The direct measurementfofmal activities at the place of work is
inappropriate for itinerant units or activities femed on the public sidewalk. The street is
certainly not a suitable place for completing aveyrquestionnaire. When a fixed location
out of home exists, it is most suitable to condinet survey there. By this means, the
interviewers can check the accuracy of the coltecteformation (reducing under-
declaration); he or she can also interview diretttty other members of the IPU, if the head is
not able to provide information about their chaeastics (education, training, migration
status, etc.). Of course, this strategy raisesstimgil difficulties (locating the premise, etc.)
which need to be addressed.

While LFS data often have to be obtained from prneegpondents, it is a characteristic of the
phase 2 survey thairoxy responseshould not be allowedThe only person supposed to
answer phase 2 is the head of IPU. This meansirif@mation collected in phase 2 is in
general more reliable than for phase 1, with thesiide exception of information on
employment in the informal sector. Of course, amtepting proxy respondents has a cost, as
the self-respondent must be tracked. However, s another favourable consequence.
Common information collected both in phases 1 af@di®fa on employment status of the IPU
head, industry, etc.) can be double-checked anéaed in the LFS, if necessary.

One last point to be mentioned is the needesign adapted questionnairesfit the specific
rhythm of activities and the concepts understoodhiyrmal sector entrepreneurs. This will
be discussed in more detail in Section 3 below.

3. The modular approach and its uses in differentantexts

3.1 The 1-2-3 survey
3.1.1 Historical background

Initially designed at the beginning of the 1990stady the informal sector (Roubaud 1992),
the 1-2-3 surveywas gradually extended to measure and monitor aleeerty and
governance, adapting itself to the increasing irtgrare of these issues, which now constitute
the heart of development policy. After an initiarpal experiment in Mexico (1987, 1989),
the 1-2-3 surveywas applied for the first time in its entiretyYraoundé (Cameroon) in 1993
(Roubaud 1994b). The methodology was then condetiden Antananarivo (Madagascar),
where the mechanism was introduced in 1995 anghénation until 2006. Initially limited to
the capital, it was extended in 2000 after fivergesd successful operation to the country’s



Figure 6.3: 1-2-3 Surveys 1987-2007*
Countries Date Sample size Coverage
Phase 1 Phase 2 Phase 3
(Household) (UPI)  (Household)
Africa
Benin 2001 3,000 1,000 600 Cotonou
2003 & 2004 3,600 1,200 No Urban Areas
2006 & 2007 18,000 6,200 18,000 National
Burkina Faso 2001 2,500 1,000 1,000 Ouagadougou
Burundi 2006 1,600 600 900 Bujumbura
2007 3,300 600 No Urban Areas
Céte d’'lvoire 2002 2,500 1,000 No Abidjan
Mali 2001 2,400 1,000 1,000 Bamako
Morocco* 1999/2000 45,000 8,900 15,000 National
Niger 2002 2,500 800 600 Niamey
Senegal 2002 2,500 1,000 600 Dakar
Togo 2001 2,500 1,000 600 Lome
Madagascar 1995-2006 3,000 1,000 600 Antananarivo
Cameroon 1993 2,500 Yaounde
2005 8,500 5,100 No National
Dem. Rep. of Congo 2004-2005 13,700 6,300 13,700 tiohkl
Latin America and Caribbean
Colombia 2001 48,000 9,000 1,700 Urban Areas
El Salvador 1992
Haiti 2007/08 8,100 4,400 5,200 National
Mexico 1987 No Mexico
1988/89 2,750 No 7 largest Cities
1992-2002, 2008 No Urban, 2008
National
Peru 1993 4,300 No Urban Areas
2001 & 2002 18,000 8,000 18,000 National
2003-2007 20,000 12,000 20,000 National
(continuous) (1,600/ month)
Venezuela 2000 7,600 521 No National
Asia
China 2002 3,600 ? 3,600 Urban (3 pilot
cities)+ rural
Mongolia 2007/08 5,000 2,200 No National
Vietham 2007 173,000 3,000 No National (LFS)

*Notes: The table only includes countries where at least phases of the 1-2-3 survey were conducted. In
Morocco, the phases 1 and 2 on one side and theehan the other were disconnected. The firsthases
were drawn from the LFS, while the third phase egponded to the 2000/2001 HIES.



seven principal urban centres. Strengthened byessons learnt from this experience, the
1-2-3 surveyhas spread to other countries over the last fearsyé\s shown in Figure 6.3, it
has been conducted, is in the process of beinguobded or planned to be conducted in Africa
(Morocco, seven West African countries, Burundig tatin America and Caribbean region
(El Salvador, Colombia, Peru, Venezuela, Haiti,L8tia) and Asia (Bangladesh, China, Sri
Lanka, Mongolia, Philippines and Vietnam). The?-3 surveywas designed to act as a
generic framework with a flexible structure, whicdspects a certain number of common
characteristics but whose configurations in practiary according to the needs and specific
structure of the existing information systems ia thfferent countries. As a result, in many
instances (see Figure 6.3) phase 3 is left ouesigded as a stand-alone household income
and expenditure survey, and the methodology isaediwo the conventional modular mixed
survey conducted in two phases.

3.1.2 Main features

Based on the principle of grafting surveys togethbe 1-2-3 surveyis made up of an
arrangement of three interlocking surveys, aimedlitierent statistical observation units:
individuals, production units, households (Figur) 6Thel-2-3 surveys an extension of the
modular mixed surveys described in section 2. Alé®, all other modular mixed surveys
that in phase 2 collect information on the numbet eharacteristics of the persons employed
in the production units, thel-2-3 survey can be considered as a matched
employers/employees survey.

The first phase of th&-2-3 surveyis a labour force survey on employment, unemplayme
and working conditions of households and individu@hase 1: Labour Force Survey. It
allows the labour market functioning to be docuredrand analysed, and is used as a filter
for the second phase, where a representative sah{#és (or, more precisely, their heads)
is surveyed. Thus, in the second phase of the gplase 2: Informal Sector Survey, the
heads of the IPUs identified in the first phaseiaterviewed. This phase aims at measuring
the main economic and productive characteristicgefproduction units (production, value
added, investment, financing), the major difficedtencountered in developing the business

Figure 6.4: Basic scheme of th&-2-3 survey

Phase 1
. Socio-demographic characteristics
. Employment

Labour force survey
(representative base sample)

Phase 2
. Informal Sector

Informal production units survey

Suk-sambl
Phase 3
—> . Consumption
Sub-sample - Living C(?ndltlons
Household income and
expendituresurvey
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activity, and the demands for public support byitifermal sector entrepreneurs. Finally, in
the third phase a specific household income andrekpure survey (HIES) is conducted on a
sub-sample of households selected from phasei&.désigned to estimate the weights of the
formal and informal sectors in household consunmptiy products and type of household
(phase 3: Survey on consumption, formal/informal demnd and poverty). The
information collected in phase 3 also allows estiomof households’ living standards and
monetary poverty, either based on income or expersd.

In addition,ad hocsurveyscan be added to this basic architecture, correBpgrto varying
subject-specific modules and grafted to any of theee phases. This comprehensive
approach to measuring the informal sector leadsesamthors to qualify th&-2-3 surveyas

an example of ‘integrated survey’ on the informadter (cf. section 6.3 in Chapter 3).

Each phase is presented below in more detail.
3.1.3 The labour force survey (phase 1): a pillarfahe household survey programme

In most countries in the world, primarily the deygd countries but also the developing
countries of Latin America, Asia, North Africa, ete in fact everywhere except for Sub-

Saharan Africa — the LFS is at the heart of sia#isttools for measuring the economic

activities of household members. The LFS can beidened as a generic type of household
survey using regular, internationally standardisedcepts and methods covering the labour
market in general and the working conditions ofgbpulation. The LFS is not only the most

widespread type of household survey, but also tme @around which there has been the
largest amount of work on harmonising conceptsraathodologies of measurement in order
to enable international comparisons, particulatltha instigation of the International Labour

Organisation (Hussmanns, Mehran and Verma, 1990).

Two types of arguments plead in favour of using £ & monitoring the economic insertion
into labour markets of the population in developicguntries. Firstly one can mention
analytical reasons. The question of employmenterstral in poor countries, with the vast
majority of the population, and especially the mdstadvantaged groups, obtaining their
income through work, and with institutional transfef funds (welfare benefits) and income
from capital playing only a marginal role. Even mdhan in other countries, improving the
operation of the labour market and access to jplzemtral to economic policy. Second and
beyond these economic and social consideratioasirtplementation of the LFSs is justified
on technical grounds, involving both the statidtrcanagement of surveys and strengthening
the institutional capacities of the national statéd offices (NSOs). The LFSs are in fact
relatively simple to conduct. The questionnairassally short and can be applied in the field
in a limited time. In the case of the phase 1 eflti?-3 surveythe short questionnaire of 8
pages takes on average 15 minutes to be compR&ei{omanana, Ramilison and Roubaud,
2003). This level of performance compares favoyratith more complex surveys, where
guestionnaires sometimes exceed 100 pages, regjseireral hours if not days of interviews
(cf. LSMS, HIES, etc.). Consequently, obtainingaielle estimators relies upon complex and
tiresome procedures. Indeed, this complexity hasritmted to the failure of some operations
of this kind. By contrast, the per-unit cost of I9-iS limited. Finally, they provide an ideal
basis for producing operational stratificationsholuseholds, which are relevant for various
lines of questioning, and enable further surveysodules on related subjects to be added.
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The operational properties of the LFSs in a contéxdcarce resources (financial as well as
human) combine two significant advantages that lshioe taken into account:

- they enable time series to be build up progresgivelhich goes right to the

foundations of economic analysis. The continuitysaétainable surveys, where both
concepts and results are standardised, facilithtesise of (particularly econometric)
methods for analysing both micro and macro-econdmai@aviour;

- they are a useful instrument for motivating tearhstatisticians, particularly in poor
countries, where household survey systems areastdh embryonic stage. Confronted
with immense difficulties, these statisticians nesativating operations with a low risk
of failure. As a result, it is advisable to favauwrveys that can be controlled by teams
of limited size, for which the type of results te bommunicated is known in advance
and which are not vulnerable to the risks causedobyhigh funding requirements,
which by definition are unpredictable and which mainbe charged to meagre national
budgets.

Within the broad category of LFS, the phase 1 @& 1H2-3 surveyhas some particular
features which shall be underlined. First, the phashas been specifically designed to
measure informal sector and employment issues. €oimg the informal sector, a set of
guestions allows identification, in respect of eachployed person, of who belongs to this
sector. The questions cover the whole range otra@itadmitted by the international
definition, i.e. the number of persons employedhim enterprise, different types of registers
held (depending on national legislation), and typfe accounts (only for independent
workers). This information is collected both foetmain and the second job. This provides a
great deal of flexibility in the operational detion of the informal sector, which can vary
according to the purpose of each study (nationdinitien, international comparison,
academic objectives). It allows information to Wedquced on the size of total employment in
the informal sector and, using the question onustam employment, on the number of
informal production units (or, more precisely, thieeads). This last information is of course
of crucial relevance to select the representatwepde of IPUs for phase 2.

Concerning informal employment, the phase 1 — &kg other LFS - represents the most
adequate instrument to measure its share (see &€hdpt Apart from informal sector
employment, the questionnaire allows measuremeimmfofmal employment in the formal
sector using a set of questions about the typerategtion linked to jobs: type of labour
contracts, payslip, different kinds of allowanceg@rding to national circumstances). Again,
the phase 1 questionnaire provides flexibility reigeg the criteria of informality to be
chosen along international recommendations (se@t€h&). The example below (Figure
6.5) shows the important changes in informal empleyt in two cities (Yaounde, Cameroon
and Tana, Madagascar) over the last decade. Wialshare of informal sector employment
did not change much, informal employment increasdastantially in Yaounde (+4 points),
but decreased even more in Tana (-8 points) duhiegsame period. These opposite trends
can be explained by different patterns of globakgnation in a common context of
substantial macroeconomic growth. In Madagascavag formal sector employment has
been driven by a rapid expansion of export proogsabnes (EPZ), which apply international
labour standards. Cameroon also registered a stnongase in private formal sector wage
jobs by domestic firms, but at the cost of decregeimployment quality and protection.
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Figure 6.5: Evolution of Informal Employment by caegories
in Cameroon and Madagascar 1993-2006
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Sources 1-2-3 Surveygphase 1. Madagascar: 1995 & 2006, DIAL/INSTATm@aoon: 1993 & 2005, INS/DIAL; author’s calculatfon
Informal employment = Informal sector employmerdontributing family workers in the formal sectokage workers in the formal sector
without written contract.

Finally, even if it can be considered as a lightvey, the phase 1 questionnaire covers a
broad range of information permitting an in-depttalgsis of informal and labour market
issues: earning functions and returns to humantala@ducation, experience), on the job
training, discrimination (gender, ethnic), segm&ata migration, intergenerational job
mobility, job quality (hours, income, bonuses, pubion, etc.), job satisfaction,
neighbourhood effects, etc. (De Vreyer and Roubdodhcoming). To improve the
analytical potential of phase 1, a panel compomast been introduced in some countries
(Benin, Burundi, Cameroon, Madagascar and Peru).

3.1.4 The informal sector survey (phase 2): a suppkide perspective

The second phase of the system is carried out arheads of informal production units

identified during the first phase (the LFS). Itgagl in the context of monitoring poverty lies

in the fact that pockets of poverty are concentratethe informal sector, especially in urban
areas. Paying particular attention to this sect@bées a large proportion of the poor to be
targeted. Analysing the conditions under which ¢hastivities are carried out, economic
performance and how informal units are integrated the productive system, following the

input/output table approach, gives a clear pictirthe impact of policy on the sector and the
strategies of households for which it is a mairnreewf employment or income.

The survey aims to answer precise questions orotaef the sector in the economy, as well
as its actual and potential contribution to impngvthe population’s living conditions. As an
example, setting up micro-finance systems aims étp the most disadvantaged by
encouraging the development of micro and smallrpritees. But we have to ask: who
benefits from these systems, and what is their atfp®n another level, given the limited
employment opportunities in the formal sector, dthes encouragement of informal sector
activities constitute a viable alternative enabliing creation of a growth dynamic? To
answer these questions, one needs to understaadycdke economic circuit around the
centre of which the informal sector gravitates,amalysing the evolution of its structure and
production, the origin of its intermediate consuimpt capital, investment, financing and the
demand to which it responds.
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The standard questionnaire is an individual fortncdmprises7 modules (12 pages), to
which other ones can be added depending on natipnatities (for example: social
insurance module in West Africa and Vietnam; taxdode in Madagascar, etc.):

* module A: Characteristics of the establishment;
* module B: Employment;

* module C: Production;

* module D: Expenditure and costs;

e module E: Customers, suppliers, competitors;
* module F: Capital, investment and financing;

* module G: Problems and prospects.

Previous to these subject-specific modules, thet fiage of the questionnaire begins with a
“Filter module”. This module aims at checking tlafiormation about the IPUs collected in
phase 1 is correct. Relevant information from phaea the IPUs of the entrepreneurs
selected for the phase 2 (main characteristick@fRU — address, industry, legal status, type
of accounts, registers, type of premises, etc.d @nthe holder of the IPU - name, age,
gender, relation with household head, status inleympent, etc.) is reporteelx antein the
phase 2 questionnaire. Then, the same informasiaoliected again in the “Filter module”.
If the answers are consistent, the other modulesapplied. Otherwise, the reason of the
change between phases 1 and 2 is recorded ame, sietected respondent is not holding an
IPU, the survey stops. Apart from delimiting pretysthe scope of the phase 2 survey, the
“Filter module” can be used to assess the phasatd quality (in the same spirit as in post
census surveys). Field experience shows that vieeage time to fill up the phase 2
guestionnaire is between 60 and 90 minutes (Rakartama, Ravelosoa and Roubaud, 2003;
Amegashie et al., 2005).

Compared with informal sector surveys mainly desegto inform informal sector support
policies, the phase 2 of tHe2-3 surveypresents some interesting features. Five maintgoin
will be highlighted below. First, the questionnairas been designed to fit with the suitable
national accounts concepts to fuel the elaboratiothe main national accounts aggregates.
The main challenge is to ensure the compatibilitghwthe daily empirical categories
managed by the informal sector entrepreneurs, whtheir great majority do not follow
formal accounting rules (or even do not hold anydkof accounts). For this purpose, very
detailed income and expense tables (product byugptddare compiled, leaving to the
entrepreneur the choice of the reference perio@hvbilits him or her the most for each good
and service that he or she produces (from the dayd year, with all combinations in-
between). This fastidious procedure is the only whech ensures the reliability of the data
collected in the absence of written accounts.

Paragraph 35 (3) of the 13CLS resolution acknowledges that production aiitis of IPUs
often overlap with consumption activities of thaueeholds of informal sector entrepreneurs.
As a result, for some types of expenses (e.g. fanbuildings, fuel for cars, electricity,
water) it is difficult to clearly separate businesgenses from household expenditure. To
avoid that in such cases business expenses are andaw/er-reported (and, hence, the value
added and the operating surplus of the IPUs are- areunderestimated), the resolution
recommends that the expenses concerned shouldasit e allocated approximately in
proportion to their use for business purposes.s €an be done, for example, on the basis of
information provided by the informal sector entespgurs on the percentage of use of the
expense for business purposes.
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Second, in the perspective of understanding betitatt is the place of the informal sector in
the national economy and its relations with othemtars (public, foreign enterprises, formal
domestic enterprises, etc.), for each item listethe accounting tables, information on the
origin of inputs and the destination of the prodigcicollected. In its standard form, the
guestionnaire distinguishes the following categorie public or para-public sector2. big
trading private enterprise3. small trading private enterprise4. big non-trading private
enterprise 5. small non-trading enterpriseb. household/individual 7. direct exports for
destination, or imports for input origin8. self-consumptign9. the IPU (intermediate
consumption)Furthermore, subcontracting relations are explamedetail. Such information
makes it possible to obtain data at the individexa| (anda fortiori at the aggregate level) to
build input/output tables splitting formal and infeal sectors both at the product and
industry levels.

Third, one important characteristic to deal witlsé&asonal variations of economic activity in
the informal sector over the year. Paragraph 28®f1%" ICLS resolution recommends that
in order to measure seasonal variations in inforsedtor activities and obtain annual
estimates at the aggregate level, data collectmuld be spread over a period of a whole
year by dividing the survey sample into independartisamples for different quarters or
months of the year. However, in some situatiorth |wrvey arrangement may be too costly
and not always feasible because of the requireatseptative geographic spread of each of
the subsamples. The phase 2 of 2H&-3 surveytries to overcome this problem by including
a set of questions about the rhythm of activityrowe last year. Once the previous month
accounts have been carefully set up, a recall testiablishes month by month the level of
turnover, distinguishing four option®: no activity 1. low; 2. average 3. high. To quantify
these qualitative appraisals, a specific questiaptwres the estimated minimum and
maximum level of turnover (never takemer se but only to estimate the percentage gap
between low and high monthshhis procedure allows, with the highest level oégision
possible given, to estimate the annual aggregdteevaf the IPU at the individual level,
which are not directly measurable. Empirical evickebased on African data shows that not
taking into account these seasonal factors leadsstidbstantial underestimation of the mixed
income of IPUs (from a minimum of 5% in Senegalka@9% in Mali; Vescovo, 2007). The
procedure is however taxing on the respondent’s engrmnd thus prone to recall errors. Of
course the two strategies (with a sample distribadé over the year) can be combined, as it
has been done in Mongolia (2007-2008).

Fourth, while the elaboration of national accourgtsof prime importance for national
accounts and production estimation purposes, ¢lmgsfis not the only one. The phase 2 also
considers other crucial issues, which are morecticeat informing public policie®One of
the most relevant is the questions exploring inthiéipe relations between the informal sector
and the state: the type of registers and the re&momot being registered, the level of
corruption, the compliance with mandatory regulagioThis type of question is similar to
what can be found in the new generation of busindssate surveys to investigate
governance issues. Another important topic is aloifficulties and demands addressed by
informal sector entrepreneurs to public authorite@smplement specific policies aimed at
facilitating informal sector activities (simplifygnregistration procedures, scaling up micro-
credit structures, targeting training programmiegroving access to equipment, markets
and information, adapting tax systems, etc.). Thesalitative modules have strategic
statistical properties: first they are easier thecd than quantitative production data, so one
can ensure that even if the survey failed in itegative part, the survey will at least
provide valuable information on these issues. Bectield experience shows that usually
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informal producers are keener to answer this tyfpguestions than to provide the traditional

accounts data. This may also improve the respoateeand the quality of answers to the
guantitative part, and is a common phenomenon aarslioy Herrera, Razafindrakoto and

Roubaud (2007) for governance modules in offica@di@-economic household surveys). It

should however be mentioned that information predithy informal sector entrepreneurs on
the kind of problems, which they encounter, and tifpee of assistance, which they need,
cannot always be taken at face value. It tendeftect the problems and assistance, which
the entrepreneurs are aware of, but does not regdgs®flect the most important areas for

policy intervention to improve their situation.

Fifth, as the employment module (B) lists, for eaderprise, all persons engaged with their
personal characteristics (relation with the eniseprhead, gender, age, ethnic group,
education, training, experience, tenure, etc.),ghase 2 can be considered as a matched
enterprise/employee survey. In consequence, ibssiple to apply to the informal sector the
new developments undertaken with this type of syraminly on formal enterprises (Abowd
and Kramarz, 1999). In particular, one can recarsihbour market functioning and
industrial relations by studying the matching psscbetween employer and employee, taking
into account at the same time individual charasties of employees and enterprises.

Finally, a last important feature of the phase @uéth be mentioned. While impact evaluation
protocols are more and more favoured by developraettrs to assess the efficiency of
policies, the phase 2 provides an ideal sampliagné to draw a random sample of the
reference group to compare with the treated grdweneficiary of a specific programme or
project) on quasi-experimental grounds (Brilleaw d&oubaud, 2005). For example, the
phase 2 in Madagascar has been used to evaluaimplaet of a micro-credit institution
targeting the informal sector (Gubert and Roub&@@f)6). A similar survey to phase 2 has
been designed and applied to a representative savfiplients of this institution, which have
been compared to a comparable sub-sample of ph#®egs2and followed over time (three
rounds: 2001, 2002 and 2004). This design is seitabimplement all the existing tools used
in ex posimpact evaluation (matching, difference-in-diffiece techniques, etc.).

Since LFSs were usually not part of the nationaligtical systems in Sub-Saharan Africa,
the African experience with the 1-2-3 survey hasrbable to overcome the main critics
addressedo the modular mixed survey approach: its potendialiciencies in terms of
sampling frame. As in all the cases no LFS had Ipgerexisting in the countries where the
1-2-3 surveywas applied, the phase 1 has been specificaligmas to integrate the objective
of phases 2 and 3:

- The sample size of phase 1 has been calculatedién to obtain a desired number of
IPUs in phase 2 (of course taking into account budgnstraints);

- A stratification process has been applied in eadcshse to optimize the sampling
design for informal sector measurement. In phasthd ,EAs have been selected,
when possible (as in Madagascar and Benin), alocg-®conomic strata obtained
from the population census, eventually throughrdarmediate step of developing a
master sample of EAs. In all cases, the EAs haea Is¢ratified by districts, which
made it possible to take into account the unequetia distribution of informal sector
density. In some cases, an additional stratificatiariable was added at the second
stage of sampling (selection of households withis)E for example, in Senegal the
gender of the household head was used. For phasea,the1-2-3 surveyshere
IPUs derived from phase 1 have been sub-samplednidgority), stratification of
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IPUs has been implemented using phase 1 informatonexample, in Madagascar
and West Africa, 20 strata were defined by brané¢heconomic activity (10
industries) and the status in employment of the’sPt¢ad (employer and/or own-
account worker). The unequal selection probakdlitie each stratum have been
determined according to the number of IPUs in ti& lsample and the economic
potential in terms of development policies. The sagpe of stratification has been
applied for the phase 3 at the household level dgerof household head and
household income).

Another strong point of the African experience hg olution given tdhe prices issueln
order to calculate trends in the informal sect@ggregates in real terms, it is not only
necessary to replicate the surveys over time, Isotta draw up specific price indexes which
reflect supply and production structures in thictee To operate the volume/price
breakdown, the various production prices in thenmfal sector should be computed. In many
countries where successive comparable informalosextirveys have been conducted, the
informal sector economic aggregates are only availat current prices. To deflate these
indicators, two types of price indexes are gengmalailable: the consumer price index (CPI)
and the production price indexes (PPIl). Nevertlselesne of these two price indexes are
reliable measures of price dynamics in the inforsedtor. On the one hand, the informal
production is not destined entirely for consumptao not all consumer goods are marketed
by the informal sector. On the other hand, the &&lgenerally collected from the formal
sector. However, there is no reason to postulae libth the structure of production (for
weighting) and the price dynamics are the sambarfdrmal and informal sectors.

The phase 2 of the-2-3 surveyprovides all the necessary elements to solvecthisial issue,

as can be shown in the Madagascan example. Focifisgeice indexes were drawn up for
turn-over, production, value added, and intermediensumption. The calculation was
carried out for nine different industries. Therg thdexes were aggregated to the three main
sectors (manufacturing, trade and services) anly fas the informal sector as a whole. For
each industry, the elementary price indexes wdrileded at the most disaggregated level of
products (four digits), using the unit values cciéel in the phase 2 questionnaire. These
elementary indexes were then weighted by the strestobserved in the phase 2 base year
(1995 in Madagascar), taking account of both theglteof products within each industry and
their origin or sector destination (formal or infwal). The price of a product for intermediate
consumption varies, for instance, depending on kéreit has been purchased from a
supermarket or from a small informal business. Vhakie added price, which cannot be
observed from the market, was deduced from prooiicind intermediate consumption
prices.

3.1.5 The survey on consumption (phase 3): a demasitie perspective

Phase 3 of th&-2-3 surveyis basically a household income and expenditureesu(HIES),
conducted on a sub-sample of households surveyepha&se 1. Classically, it aims to
determine the level and structure of household wmpsion, but more originally, the survey
has been designed to estimate the share of infasewbr in household consumption (and
household fixed capital formationJwo methodological points are worth stressing: as a
HIES, phase 3 is conceived to build on the expeaeaccumulated in this field of research;
in addition, it serves to measure consumption itparshased in the informal sector.
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Following the example of other surveys of the sdamel, phase 3 provides estimates of
household consumption and incomes. It enables poVvieres to be calculated and the
traditional indicators of monetary poverty to béiraated (incidence, intensity etclhis is

of strategic importance as poverty reduction haoime the main objective of development
policies in developing countries (Cling, Razafindr®do and Roubaud, 2003). From a
methodological viewpoint, the survey is confronteith the usual trade-off between reliable
estimators and rapid communication of results. ®pgon chosen was to position phase 3
halfway between the traditional HIES and the LSM8/gy. The use of accounts diaries (for
daily expenses) covering two weeks provides a beateasure of consumption and thus of
poverty than is given by surveys, which are bas®elys on retrospective questioning. The
fact that the survey takes less account of seagptiahn traditional HIES, where data are
collected throughout a full year, can be explaibgdhe in most cases urban coverage of the
survey, and is partially compensated for by shdmee spans for delivering the information.
Nevertheless, the phase 3 standard sample is dividéwo successive waves of 15 days
each, covering a full month to take into accoubtaimonth variations (for example, in many
countries civil servants or private wage workerseree their pay on a fixed day of the
month, often at the end of the month). Beyond daxpenses, which are only recorded to
estimate food consumption, retrospectives modutesuaed to collect data for all other
consumption categories (health, education, clothetg.). The reference period for these
modules varies from 6 months to 2 years, accorttirige frequency of purchase.

The standard questionnaire is a household forrontprisesl5 modules to which other
ones can be added depending on national priorities:

« 1 module for the diary recording household expemd# during 15 days;

e 1 retrospective module (over 12 months) for impdrta exceptional expenditures of
cereals and other food products;

» 1 retrospective module (over 12 months) for expemes realized during
celebrations, funerals and other ceremonies;

* 9 retrospective modules for non-food expenditufiegal(consumption), with variable
lengths (over 6 or 12 months);

» 1 retrospective module (over 12 months) for taxes;

» 1 retrospective module (over 24 months) for coms$ion expenditures (own
dwelling);

» 1 retrospective module (over 6 months) on mondtansfers from and to other
households.

From an analytical viewpoint, the main purpose lodge 3 lies in its estimates of amounts
spent by each household, keeping track of wherdyats were purchased (or obtained for
self-consumption), and in particular their originsthe formal or informal sector. For each
product, apart from collecting information on tlypé of product, the quantity, the unit price,
the total value, and the place where the produstibeen bought (or obtained) is captured.
The standard typology of place of purchase is:

INFORMAL : 1. Self- production2. Hawking, street3. Seller's home, small informal shop;
4. Market; 5. Other informal place of purchase.

FORMAL : 6. Supermarket7. Formal shops and store8; Public sector (friendship store,
etc.); 9. Other formal place of purchase.

Of course, drawing a perfect line between the forama informal sector is out of hand for
the interviewees. In some cases, the respondehminviite household does not precisely know
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if the supplier of a product keeps accounts, hgsters, or what is the number of persons
working in the enterprise. However, these cases lianded as the task is mainly to
distinguish between categories 5 and 9. If ther®is/ay to have a decisive clear cut between
these two categories, errors can be adequatelycedduFirst, the typology of place of
purchase can be refined (up to 39 items in Colomb@®1, and 42 in Morocco, 2000).
Second, specific instructions can be given in thklfinterviewees are informezek anteof
what is the exact definition of the informal sectaw that they can provide valid information
about the characteristics of their suppliers (arehefor accounts diaries, collect themselves
additional information about the formality statustlzeir suppliers). In this context, we have
to take into account the usual consumption pattamgeneral, consumers keep the same
suppliers for long periods and have some kind a$queal proximity with them (especially in
the informal sector). Potential errors can alséraeked and correctezk post elaborating on
the interviewer’'s knowledge of the characterist€suppliers (by industry, neighbourhoods,
etc). Finally, checks and corrections can be ua#ert during the data processing step. The
information given by the phase 2 about the strectund characteristics of the informal sector
is of particular relevance here. The last step istsisf checking the consistency of estimates
(at the aggregate and more detailed levels) betlweasehold consumption purchased in the
informal sector given by the phase 2 (destinatiooubputs) and by the phase 3.

The consolidation process of the phases 2 andb@/sltietailed resources / uses balances by
products to be elaborated: Production = Intermedi@&ansumption (differentiating different
industries and sectors, see destination codes agepR) + Capital Formation + Changes in
Inventories + Household Final Consumption (différating different types of households) +
Exports; see Chapter 9), isolating informal segoods and services. This is of crucial
relevance for building national accounts, infornsactor satellite accounts, and social
accounting matrices.

Additionally, for each product two supplementaryestions are asked. First, the phase 3
collects information on the reason for which eagppdier has been chosen, distinguishing (in
the standard version) betweeh: less expensive2. better quality; 3. access to credit,
payment facilities;4. proximity; 5. Good relations;6. does not find elsewheré.. other
reason This question makes it possible to determinebtteaviours of different categories of
households (according to their wealth, sourcesnobme, etc.) in their decisions to buy a
product in the formal or the informal sector. Set;otihe respondent is asked to specify the
country of origin of each product consumed. Heraimgsome cases raise the issue of
reliability of the answer provided. To improve dgtaality, the same type of strategy as in the
case of the place of purchase has been put in.plate question is of particular relevance in
countries where trade statistics are not reliabig \&here important flows of imports enter
the country “informally” (without being registerdry customs procedures). This is the case
of many developing countries (and even developedicies affected by smuggling activities
in respect of particular products such as cigasette.

3.2 The UN Development Account Project ‘Interregioal cooperation on
the measurement of informal sector and informal empyment’

This section presents the main features of nafigterritorially-representative surveys
conducted by Sri Lanka, Philippines, Mongolia, l%icia and the West Bank and Gaza Strip
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that represent variations of the modular mixed symesign described in this chapter. The
section concludes with a discussion of issues Aatlenges in their implementation.

The surveys go only as far as the first two phasdke ‘1-2-3’ surveys described in section
3.1.; they are thus referred to as ‘1-2’ surveyhese surveys were a core component of the
2006-09 United Nations Development Account Projagcterregional Cooperation on the
Measurement of the Informal Sector and Informal Eiypent”. This project aimed to
contribute to the global efforts at identifying, amding, and testing cost-effective and
sustainable data collection strategies for estimgagmployment in the informal sector,
informal employment and the contribution of infolnsactor enterprises to the economy as
measured by GDP.

3.2.1 ‘1-2’ Survey methodology of the Developmentatount Project

In the ‘1-2’ survey methodology implemented under Development Account project, phase
1 is based on an existing household labour foreceesu(LFS). For phase 2, the project
methodology broadened the scope of data collettidrousehold unincorporated enterprises
with at least some market production (HUEMs). ABEN is a household production unit
defined as follows:

HUEMO. OwnershipA HUEM belongs to théouseholdsector.

HUEML. Legal organization A HUEM is not constituted as a separate legaityen
independent of its owner(s).

HUEM2. Book-keeping practiceA HUEM does not typically keep formal (written)
accounts.

HUEMS. Product destinationA HUEM is different from other household entesgs in
that it should sell (or barter) at least part sfgtoduction on the market.

Following the definition of informal sector enteis®s set out in the f8CLS resolution on
employment in the informal sectanformal sector enterpriseare a subset of HUEMs that
are delineated from ‘formal’ HUEMs by applying tleiteria of non-registration and
employment sizeln the ‘1-2’ survey method implemented by theject, production units
associated with jobs of employed persons are @ledsnto mutually exclusive categories by
institutional sector (see Figure 6.6). In part@culproduction units within the household
sector are classified into HUEMs and non-HUEMs timatude households producing for
own final use. HUEMs are then further classifietbiinformal sector enterprises and formal
sector enterprises within the household sectordasecountry-specific criteria concerning
non-registration and employment size. HUEMs satified are the statistical units for the
phase 2 survey.

3.2.1.1Phase 1 of ‘1-2’ survey

The first phase of the ‘1-2’ survey implemented fpject countries/territories had the
following common design elements:

(@) Phase 1 survey was based on an existing LFSdata collection on either a quarterly
or a monthly basis (to take into account seasoa@tons of informal sector activities). The

* Two additional territories/countries, i.e. the West Bank and Gaza Strip and St. Lucia, participated in
the project and conducted ‘1-2’ surveys following the same methodology. For more information see:
http://www.unescap.org/stat/isie/index.asp
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existing LFS questionnaire and survey operationseweodified to collect data to address
three objectives:

Figure 6.6: Production units in the system of natinal accounts

HUEM Units Non-HUEM <HH quasi- eIncorporated «Non-
units corps enterprises market
« Gov't quasi- units
AGRICULTURE Non- * Households corporations (general
AGRICULTURE producing gov't;
only for own NPISH)

Formal [Informal Formal [Informal fna use
sector sector sector sector . Owner-
occupied
housing
services

Household Unincorporated Enterprises

I.  Estimating employment in informal sector entermise
i.  Estimating informal employmeh(including employment in informal sector
enterprises, as in (i))
iii.  Constructing a sampling frame for the phase 2ssiedi units; i.e., HUEMs

(b) The modification to the existing LFS questiaine® involved the inclusion of
additional questions designed to meet the abovdiomsd objectives by obtaining
information on both main and secondary (if thesistgyobs of employed persons. These
were questions to identify HUEMs among the produrctiunits where jobs are undertaken
and on non-registration and employment size fontifleng informal sector enterprises from
among the HUEMs as well as questions for deterrgimiiormality of jobs of employees.
These questions were either integrated into th&tiegi LFS questionnaire (Phase 1 integrated
guestionnaire) or in a separate questionnaire dpedl for the purpose (Phase 1 modular
guestionnaire). A generic questionnaire that waapted by project countries is shown in
Annex 1.A.,

(c) Countries utilizing the modular questionnairedified the survey operations of the
existing LFS to complete the interview for phasdrithese cases, the LFS interviews for the
household members were first completed, and aftelsvéhe phase 1 questionnaire was
administered to all employed persons in the hoddedmidentified in the LFS interview.

(d) The sample design for the phase 1 survey fatbwhat of the LFS, which for all
participating countries/territories is a two-stalpsign. Stage 1 sampling units are unit areas

® The definition of informal employment used here is in accordance with the 17th ICLS guidelines as
described in Chapter 2 of this manual.

® The LFS questionnaires of the project countries/territories followed international recommendations
on labour force statistics in identifying employed persons. However, not all countries collected
information on secondary jobs and this was introduced in the phase 1 questionnaire.

" The generic phase 1 questionnaire developed by the project was essentially based on the
guestionnaire used in the continuous Labour Force Survey of the Republic of Moldova (see
Hussmanns, ILO Working Paper #53 Measuring the informal economy: From employment in the
informal sector to informal employment, 2004) as discussed in Chapter 4 of this manual.
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and stage 2 sampling units are households or chgslli Thus, the base sampling weights for
estimates generated from the phase 1 survey ardindlesampling weights of the LFS
survey.

3.2.1.2 Phase 2 of the ‘1-2’ survey

The phase 2 surveys were nationally/territorialgpresentative surveys of household
unincorporated enterprises with at least some maskeduction (HUEMs) and had the
following common design elements:

(@) The phase 2 survey aimed to obtain data omnrdbsector enterprises for:
i.  Estimating production, expenditures and value-addédinformal sector
enterprises and their contribution to total GDP
ii.  Estimating employment and compensation in inforsegkor enterprises
iii.  Generating information on organization, capital niation, business
environment, problems and prospects, and poliatedlissues

(b) The sample frame of HUEMs was built up fromommfation collected in the phase 1
survey that identified HUEMs associated with jolmsain and secondary) of employed
persons with status in employment of employer on-@ecount worker. The surveys in the
West Bank and Gaza Strip and the Philippines cavbogh agricultural and non-agricultural
HUEMs while the other three countries covered ardg-agricultural HUEMSs.

(c) All except the survey in the Philippines, whiselected a probability sample
enumerated all HUEMs (‘take-all’ sample) in phase Thus, phase 2 base weights for the
‘take-all’ sample HUEMs were the phase 1 final virtsgof the corresponding employed
persons; for the survey in the Philippines, thespha final weight was multiplied by the
inverse of the probability of selection of a HUEM.

(d) Enumeration of sample HUEMs for phase 2 wasduoted after phase 1, either
immediately following the interview for phase 1 (inme lag) or with a short (e.g., two weeks
for Sri Lanka; one month for the Philippines) titag between phases.

(e) A model questionnaire (see Annex 1.B), basetherphase 2 questionnaire of the ‘1-
2-3' surveys described in Rakotomanae& al (2003), was developed by the project and
adapted by countries/territories.

3.2.1.2Country-specific implementation strategies
The main design elements of the ‘1-2’ surveys imaeted by the project are listed in Figure

6.7. The specific implementation strategies offihe national/territorial surveys described in
terms of these correspond to four models as surmathimn Figure 6.8.

® The sample design sub-sampled PSUs from the phase 1 sample; all HUEMs identified in phase 1 for
these PSUs were enumerated. In sub-sampling PSUs, a stratification scheme was applied to ensure
adequate representation of all branches of economic activity.

° Rakotomanana F., Ravelosoa R. and F. Roubaud, The 1-2-3 survey of the informal sector and the
satisfaction of household needs in the Antananarivo conurbation, 2003. InterStat No. 27, September,
59-88.
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Figure 6.7: Key survey design elements of ‘1-2’ suey
Element Description
A Questionnaire design for phase 1 Additional questions for identifying HUEMs, IS
enterprises and informal employment
A1 Integrated questionnaire Incorporated in LFS questionnaire
A2 | Modular questionnaire Independent questionnaire
B Survey operations for phase 1 Procedures for phase 1 interviews
B1 | Integrated approach With integrated questionnaire, data collection for phase
1'is part of LFS interview
B2 | Modular approach Modular questionnaire is administered affer the
interviews for the LFS are completed
C Time lag between phase 1 and Time lapse between phase 1 and phase 2 interviews
phase 2 interviews
C1 | Notime lag HUEM survey questionnaire is completed right after
phase 1 interview
C2 | Some time lag Survey operations for phase 2 are independent of
phase 1; enumeration is done after phase 1 survey
D Sampling frame: industry coverage | Coverage of economic activity sectors
D1 | All activities All HUEMSs are included in sampling frame
D2 | Non-agricultural activities only Only HUEMs whose primary activity is in non-
agricultural sectors are included in sampling frame
E Sample design for phase 2 survey | Selection of sample HUEMs for phase 2 survey
E1 | Complete enumeration All HUEMSs in the sampling frame are enumerated
E2 | Sample enumeration Sample of HUEMs is selected (Philippines only):
subsample of PSUs of phase 1 is selected; all HUEMs
identified in phase 1in the subsample of PSUs are
enumerated
Figure 6.8: Implementation strategies for ‘1-2’ savey: Five countries/territories
Model Design Elements Country/Territory
1 Al,B1,C1,D1, E1 West Bank & Gaza Strip
St. Lucia
2 Al, B1,C1, D2, E1 Mongolia
3 A2,B2,C2,D2, E1 Sri Lanka
4 A2,B2,C2,D1, E2 Philippines
3.2.2 Issues and challeng¥s
3.2.2.1 HUEM as statistical unit for data collecon

The ‘1-2’ surveys used the HUEM as a statisticat.urAs a result, analyses concerning
informal sector enterprises can be done on these dsing various cut-offs for employment
size or types of non-registration in defining inf@l sector enterprises. By not pre-selecting

% The observations made in this subsection are based on the preliminary reports and initial
assessments of experiences of project countries/territories available in December 2009.
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informal sector enterprises according to nationgfinitions as the statistical units of the
survey and including questions asked uniformlylirpeoject surveys, it is possible to use a
definition that is consistent across the surveys.

In addition, the ‘1-2’ surveys provided data foemdifying households producing for own
final use which is an element of the definitionimiormal employment. A suggestion is to
improve the understanding of the question:

QHUEMS3 1: Does the enterprise you own/where you work sell or barter its
goods and/or services?

1. Yes, at lzast some part of it on a regular basis

2. Yes. at lzast some part of it from time-to-time

3.No Not HUEM
4. Don’t know Not HUEM

to mean that products are intended to be soldfiearia the market onr@gular basis.
3.2.2.2 LFS and phase 1: integrated or modular?

Estimation of employment in the informal sector amdbrmal employment should be

considered objectives of a standard labour foregegu It is thus recommended that the
phase 1 survey be completely integrated with th&.LFThis was the case in fact for
Mongolia, the West Bank and Gaza Strip, and Saimtid. However, these changes to
existing systems may result in unforeseen delaythenstatistical release calendar for the
LFS. This was the reason why Sri Lanka and thé&gpimes opted for the modular approach
to data collection.

As shown by the experience of Sri Lanka, the madafgproach increases the chances of
inconsistencies in responses to similar questionbath questionnaires and of unit non-

response in phase 1, i.e., persons identified gdoged in the LFS are not interviewed in

phase 1.

3.2.2.3 Dependency between phase 1 and phase Zagla size and sample design

Phase 2 is dependent on phase 1 in that phaseetagenthe sample for the HUEMSs to be
surveyed in phase 2. Consequently, the numbeamwmipke HUEMs is dependent on the

number of sample households of the LFS survey aradl £ FS samples means small phase 2
sample sizes. As a result, not all branches afi@mic activity could be suitably represented
for estimating value-added of informal sector gmiees at the desired levels of

disaggregation. For example, the Mongolia suresylits indicated that informal mining and

transport, both known as important segments ofiriff@mal economy, were undercovered.

Anticipating this, the surveys of the West Bank &waka Strip and Saint Lucia expanded the
sample sizes for phase 1. In general, to obtdiabie and direct estimates on household
enterprise statistics disaggregated by industae, syeographic location, type of ownership
and other characteristics, the size of the sanmpiled first phase should be large enough.

A second dependency is that the sample desigredfFl$ is based on the distribution of the
population and not on the distribution of entemsis Hence, the ‘1-2’ survey might produce
less efficient estimates than dedicated informelaesurveys or any other type of survey for
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which the sample design is drawn from a distributié the enterprises, formal or inforrial

A proposed solution - post-stratification using idiary information on the total number and
distribution of household enterprises or informadter employment available from economic
censuses to adjust marginal distributions of thieneges to the distribution of HUEMSs in the
population (followed by appropriate adjustmentsvighting) - could not be implemented as
none of the project countries had conducted anaoancensus.

With a sample design involving sub-sampling of UFSUs for phase 2, large variations in
the weights for phase 2 of the Philippines ‘1-2fvey were observed. Thus, trimming of
weights was recommended and implemented.

3.2.24 Time lag between phases

As a rule, the shorter the lag in the data colbectbetween the first phase and the second
phase surveys, the higher are the chances thatUuliMs can be traced and interviewed in
the second phase. With a two-week lag betweeneghias the Sri Lanka ‘1-2’ survey 87
percent of identified HUEMs were located and ini@med, 6 percent were non-responding
units, 2 percent were identified as HUEMs in phhdaut were no longer operating, and 5
percent were identified as HUEMs in phase 1 buevdsatermined to be non-HUEMSs based
on the phase 2 questionnaire. Non-response adjustiactors were applied to account for
non-responding units.

3.2.25 Data quality

The surveys confirmed difficulties in obtaining anfnation of good quality about enterprise
characteristics from employees. Employees do noemgdly know the characteristics of the
enterprise where they work especially legal staaspunting practices, and registration with
the public authorities. Thus, only HUEMs assodlateith self-employed persons were
included in the frame.

For the phase 2 survey, it is known that the qualitthe information is lower in the case of
proxy respondents. Thus, the phase 2 respondentdsbe the owner or operator of the
HUEM. This became an issue in the typical caseravibe LFS respondent was not
necessarily the employed person. Thus in ‘1-2veys where phase 2 immediately followed
phase 1 interviews, provisions needed to be madenture that the employed person
himself/herself was the HUEM survey respondentr dfee, the interview should take place
in the premises of the HUEM, if the premise is fixe

The questions on the identifying criteria of HUEM=Ad informal sector enterprises are
repeated in the second phase questionnaire. Thidiqe verifies the accuracy of the
information, which may have been provided by a greespondent during the LFS. Indeed,
there were cases where these were not consistéisugable editing rules were applied.

Due to the absence of written accounts, the HUEBstiannaire was designed to enable the
respondent to reconstruct this information as ately as possible. For example, data on the
value of production and sales by specific activétyd the value of raw materials by product,

was collected for a short reference period (setebtethe respondent), say a week. To obtain

1 Verma, Vijay.Sample Design Considerations for Informal Sectaw&g 1999. Proceedings of the Conference of the
International Statistical Institute, Istanbul, dahble athttp://www.stat.fi/isi99/proceedings.html
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accurate weekly values, a worksheet format was tsedcord data on unit, quantity, and
unit price for the selected period (see Annex 1.B).

To estimate annual sales/output values, the questice design took into account seasonal
variations in the level of operations of the entisga  For example, along with data collected
for the past month, questions on the intensityhef lhusiness activity during each month of
the year and on the average level of receiptstgrafi the months of high/low business
activity was also collected. The past month valwegse used to generate annual values using
these factors.

However, the project experiences revealed weakaessaleveloping and applying data
editing routines as well as imputation procedumsitem non-response for the economic
variables.

3.2.2.6 “Sustainability” in the context of value-adled estimation for informal
sector enterprises

The project results show that there are no majgenirments to enhancing existing LFS
guestionnaires so that they meet requirements gomating employment in the informal
sector and informal employment. That is, a regplaase 1 survey can (and should) be
readily fielded by countries.

On the other hand, how often a phase 2 survey dhioeilconducted for the purpose of
estimating informal sector GDP is a more difficgliestion to answer. The project results
demonstrated that the phase 2 survey can providetdestimates and if so should be
conducted as often as required for national acsoastimation. At the very least, as an
enterprise survey it should have its place in thervey cycles of existing
enterprise/establishment surveys.

3.3 The National Micro Business Survey in Mexico (EAMIN)

Mexico’s experience with mixed modular surveys be informal sector goes back to 1987
with the joint research programmes of the Frendititlite for Research on Development
(IRD) and the Mexican National Institute of Statistand Geography (INEGI), specifically
the Pilot Survey on Informal Sector (EPSI by itsafigh acronym) and in 1988/89 the
National Survey on Informal Economy (ENEI) whichveced Mexico’s seven largest urban
areas. In 1992 the National Survey on Micro BusaesSENAMIN) was begun by INEGI
with the financial support of Mexico’s Ministry dfabour. The objective of this survey was
the collection of data on a regular basis on botmé&l and informal non-farm businesses as a
regular module of the Labour Force Survey (LF)itidlly data were disseminated on all
micro businesses and later specifically on thermfd sector, as a basis for estimating its
share of the GDP.

The operational definition of micro busines&ncompasses all non-farm activities - without
prejudging if they are formal or informal, - withd following size criteria:

» for trade, transport, construction and servicesnaoe than 6 persons (including the
head of the enterprise);
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» for manufacturing a criterion of up to 16 (incluginhe “head”) was set so as to
complement the manufacturing establishment suey;sample of the latter covered
most of gross production, and consisted mainlym&dium and large economic units.

The (first phase) questionnaire of the ENEI corgdirlements to identify employment in the
informal sector. The conceptual rigor of the gioestaire design was improved further when
ENOE replaced ENE as the Mexican LFS (see Chaptan £2005. The second phase
(ENAMIN) was addressed to heads of non-farm mia@dpction units, including
professionals, operating with or without fixed pises as a main or a complementary
activity. The design of these surveys reflects atertanalytical objectives, specifically to
contrast the economic performance of formal andrinél units, the social backgrounds of
those leading informal and formal activities as lwas elements that contribute to
understanding the rationality and comparative athges and disadvantages of formal and
informal units. These data provide the basis fatitg a wide number of prevailing
theoretical approaches to the informal sectorgegf@ample does the informal sector arise out
of the need to avoid entry barriers, cumbersomedugratic obstacles and transition costs
(De Soto, 1987); is the informal sector a lastvisal resource; is it due to deep
segmentation of the labour market or do some umd®e incentives contribute to the
phenomenon; such as a voluntary choice above amyttelse (Maloney, 1998)7?
Unfortunately the possible uses of ENAMIN to answiegse questions have not yet been
fully explored by researchers or academics.

An important concern in Mexico addressed by the BN data relates to the potential tax
contribution of informal production units. Many Mexico have speculated for some time
that the rather low proportion of income taxeshe GDP is due to a narrow base of tax
registered contributors, with the informal secterame of the main tax evasion suspects.
ENAMIN data has deflated that view. Moreover ENAM@dme up that, as an additional
finding not taken into account in fiscal policyfarmal production units face uncertainty as
well as catastrophic risks —either personal or liaimi Some policy makers have understood
that before discussing the fiscal implications a% tvasion by the informal sector, it is
important to solve issues such as access to etk scheme. This understanding helped to
launch the so-calletSeguro Popular’in 2003 as an alternative to the health care sesvot
the social security schemes which covered onlyrgalemrkers having a typical employee-
employer contract. This in turn has generated @&mikbate with some proponents pointing
out that a dual scheme will not work and that testkpublic policy is movement toward a
universal health care scheme (Levy, 2008). In asec the data provided by ENOE (first
phase) and ENAMIN (second phase) on both inform@leyment in its wide sense as well
as specifically on informal sector have had impadrtonsequences in shaping policy making
and the debate surround it.

The objective of ENAMIN is to provide data ohetinformal sector, its relation with State
authorities, public programs, the economic envirentrand other information relevant for
policy making and pertinent to the measurement®&conomic contribution.. ENAMIN is
not designed as a source of data on employmeihieimformal sector because employment
data are collected in ENOE, the Mexican LFS ort fpkase. ENOE supplies these basic
figures, on a quarterly basis, alongside thosengimployment, underemployment and non-
protected salary workers (those without non pecyrbanefits or health care services). This
information is now available from 1995 onwards.
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It is important to discuss why Mexico adopted tirstftwo stages of the 1-2-3 method
without taking on the third. One reason concermshistory of Mexico’s statistical system.
When the first trials of the mixed modular approasre made, Mexico had well developed
household surveys with no major statistical gajpsfact the oldest household survey dating
back to the mid-1950s is the income-expenditurevesyr first designed to provide the
commodity weights needed to estimate the Consunrére Pindex (CPI) and later
incorporating additional contents in order to allomeasures of poverty and well being.
ENIGH - the income-expenditure survey — was firmdyablished in the Mexican statistical
system and it would not be easy to add anothernehkpuee type survey even if it pursues
more specific aims.

In addition there were doubts that the LFS sampiehkvprovided the sample for the second
phase module was suitable for estimates relating tange of expenditure issues. Even to
provide detailed estimates of informal sector aiéis by industry is a challenge for the

modular approach.

Operational considerations were also importantMlegican LFS is a semi-panel continuous
survey, that is, each group of selected dwellirgmains in the sample for five quarters
before being replaced by a new group. There waserarthat to add many questions in a
given quarter may put at risk the acceptance ohéx interview, thereby increasing the total
non-response rate in the future to levels beyonddtassumed by the LFS sample designers.
In the case of Mexico this is a particularly semsiissue considering that the LFS generates
estimates for many sample domains: national (djstshing four types of population
densities), 32 states (provinces) and main urbaasarHowever if Mexico’s LFS were
conducted only once a year or every two years ##31strategy may not pose such
operational problems.

Mexico’s estimates of the share of the informalt@ea the GDP rely mainly on a supply
side approach rather than on the demand side bedasie is no phase 3 survey. Since the
data for the orthodox approach are not availatldépnal accountants in Mexico have opted
to disseminate data on the significance of therméd sector in the GDP by means of a
Satellite Account“Cuenta Satélite del Subsector Informal de los Bieg”).*

Another limitation to take into account is thatrfraghe ENAMIN first wave in 1992 to 2002
the sample (actually a subsample of heads of nbosinesses taken from the LFS or first
phase) was restricted to urban areas. For theofédke country the coefficients of mixed
income per capita and wages were applied respéctise heads of businesses and paid
employees in informal production units in areashimitthe reach of the LFS but out of the
ENAMIN sample. This is a big assumption: namelyt th@ductivity in urban areas — with
the advantages of urban economies of scale - isahe as in the rest of the country. As a
consequence, this may result in an overestimafidhneoinformal share of the GDP. However
in practice a supply-side approach to the valudeddyenerated from ENAMINs 1992-2002
data might be an underestimation because informacts incentives to be truthful with
regard to their actual income, sales or produdimels. Generalizing these estimates to the
rest of the country - that is to informal produatianits in the less productive non-urban areas
- may compensate to some extent for the tendencynterestimate in the supply side

2 possible solution might be to incorporate in EMI@he household income-expenditure survey) questio
on the characteristics of the supplier of the gamul$ services purchased to determine as a prakeyfbelong

to the informal sector. However to do that for eaotpenditure item may overburden the already most
demanding and time consuming survey for the respainghich INEGI has ever devised.
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approach. However this approach (generalizatiocogfficients) is invalid and never has
been used in Mexico to assess the socioeconomditmors of those outside the high density
urban areas. The assumptions introduced for redtescounts calculations were made so as
not to affect other kinds of analysis that couldcbeducted using the micro-data.

ENAMIN 2008 overcomes the limitations of its predssor because for the first time its
sample is the total from the first phase, includalgowners of informal production unit
identified by the LFS in urban, intermediate andhrareas. The weighting factors from both
ENOE (LFS) and ENAMIN are basically the same exdepghe extent that ENAMIN 2008
has its own non-response rate due to attrition ¢setion 2.2.1 above), its weighting factors
are additionally adjusted in order to compensateafdoss of observations from the first
phase.

Given the experience in Mexico with second phasdutes on other topics where the LFS is
the first phase, the first concern of both operatioand analytic teams associated with
ENAMIN was the large proportion of lost observasothat occurred when information
collected in the LFS was not corroborated by ENAMWIth other survey modules, if there
was a mismatch, confidence was placed on the squosske module if the information was
provided by a respondent who was directly concenviéld the questions addressed (self-
response). However with ENAMIN there were grourml$e¢lieve that information provided
by proxy respondents in the first phase (LFS) wak mecessarily unreliable because the
micro entrepreneur, in many cases, may have goasbns to hide information from any
institution tracking her/his activities.

Figure 6.9 shows the sample size selected for &¢AMIN wave from 1992 to 2008
(second column); the non-response rates affectingsecond phase due to various causes
(third and fourth columns); the percentage of thm@le where the identification of heads of
micro-business in the first phase (LFS) was notatmrated by ENAMIN (fifth column);
and the percentage of the sample with full andcéffe interviews (sixth column).

From the beginning of ENOE in 2005, questions anrthture of the activity (see Chapter 4)
were collected in the first phase. For examplea daere collected not only on status in
employment, industry and size but also on regisimatype of accounts and the use of the
services of accountants. These data items becaemeets to validate information on
businesses collected in the second phase. Thigrnnsparked a debate among members of
the analytical team on whether it was better tokstdo the orthodox approach for the 2008
survey making use of ENAMIN’s specific set of weligly factors adjusted by the loss of
observations, or rather ignore them and maintagnattiginal LFS weighting factors of any
record, including those corresponding to the olstermas lost in ENAMIN. The latter
approach would attribute the same value-added icaafts of a similar group of production
units that in ENAMIN were effectively interviewe&nd share all key features already
identified in the LFS, including sample strata. Heeond approach was adopted because the
traditional weighting factor approach to adjustméends to ignore the fact that the
observations missed are concentrated in some patheo spectrum rather than evenly
distributed. The point of including all missing oceds with their original weighting factor
was not to depend on that assumption. Trial exesciwhich compared the total value-added
obtained from the records effectively interviewed ENAMIN and expanded by means of
weighting factors adjusted by the total non-respaecific to ENAMIN, were significantly
smaller than the total sum obtained from those rdc@lus those missed, all with their
original LFS weighting factors (that is with no fleer total non-response adjustment). This
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suggests that those missed in the second phas@redeminately respondents having

economic reasons to avoid ENAMIN exploration.

Figure 6.9: Information on ENMIN samples 1992-2008

1992 | 13363 9.8%  4.5% 18.1% 6760 16 | 22013009
1994 | 12243 50%  6.6% 4.0% gaa 16 | SHOLTAOS
1996 | 13219 61%  3.0% 5.7% 8530 16 | >HOLIA/08
1998 | 15971 61%  6.0% 12.7% 7520 aa | 92111998
2002 | 15000 5206  4.4% 15.0% 75.4% a5 | THO205/08
2008 | 30063 5% 67% 7.2% 82.5% National | 57112008

Source: INEGI. National Labor Force Survey (199D2)) Encuesta Nacional de Micronegocios (1992-2008)

The debate however is still open because the \adided of those missed in ENAMIN but
included in the LFS was the result of an imputatiaking as reference the most similar
records effectively interviewed by ENAMIN. Henceethdifference is not altogether
implausible given the orthodox procedure whichlisbto these similarities. The difference
may have to do with the imputation technique. Inbaeeal challenge that this type of survey
faces is how to deal with both total and partiah mesponse. This will be taken up at the end

of the section.
The ENAMIN guestionnaire covers fifteen topics:

1. Verification of the information supplied by thedirphase
2. Migration condition

3. Labor background

4. Business beginnings (how, when and why)

5. Types of accounts kept/business registration

6. Premises

7. Hours worked

8. Data on employees and others helping in the busines
9. Equipment/physical assets/investment

10.Problems faced in conducting the business/activity
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11.Unexpected contingencies/business expendituregaathes/sales
12.Loans and financing

13.Formal training (in order to improve business perfance)
14.Other support programs

15. Prospects/expectations

Any eligible individual does not need to answeralkestions or even all the generic topics;
the questions that need to be answered depenceaetiuence followed (the structure of the
ENAMIN questionnaire is shown in Annex 2). The miew extends for about an hour and
eight minutes and is held either at the premiskthe business has one - or in the household.
The interviewers ensure that the self-respondestquastioned®

As the diagram shows, the placement of topics letae to the economic flow of activity
trisected by industry: one section focuses on natufing, another on trade and the third on
construction, transport and services. If an indigidhas more than one business located in
different places, the instruction given to the dialtaff during training specifies that if the
business is in the same industry with the same btfpgoods or services provided, all
locations are to be considered as a single econanitic

Strategic as well as tactical decisions were maolgcerning the questionnaire design.
Considering the mistrust many entrepreneurs inrmé& production units have about giving
information on their economic activities, it is ionpant to lay the groundwork before taking
on the most sensitive topics in the interview. dt also important to gather relevant
information using more than one route of exploratrather than to place all eggs in one
basket. For example, in addition to reconstructhygmeans of the questionnaire a simple
production account of the business, informationuth@also be obtained on the mark-up (the
difference between market prices and costs) ofnte products or services sold and on
economic flows. Information which allows for crosbecking needs to be included at
different places in the interview.

The declaration of income should not be taken @ faalue. What the respondent says he/she
earns working independently is averaged with tle@nme he/she thinks would be made if
working for salary — a question which is also askétk first declaration (the straightforward
response on the allegedly actual incomes obtanued the business) is taken as the floor, the
second one as the ceiling. Once averaged, thisoetgn on what national accountants
identify as mixed income is called Approach 1. Atiizal design feature is to ask first what
level of income as a salary worker would be acdapthefore asking about actual incomes in
conducting the business. Once a response is giventhat contra-factual scenario,
psychological pressure is placed on the respondeinto give false information on actual
incomes earned. In other words the idea is thatcédation on factual income as a head of a
micro business would tend to be lower in the abserfca question first on the cost of
opportunity in remaining independent.

Information on total sales and thus gross income®htained from the respondent as well as
current expenditures and salaries paid during #meesperiod. This information is used to
reconstruct by subtraction the mixed income of ittddvidual leading the activity. This is

Approach 2. Of course it is possible to obtain miggavalues either because that actually

¥As an incentive to enlist respondent patience éffitist phase, interviewers gave a gift of a dethihap of the
country to respondents in those dwellings withiblggindividuals and also a “statistical agenda’niost cases
both gifts were quite appreciated.
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occurs during the period of reference (a calendamtihused as reference) or simply because
the information on total sales is underreportedis Ttends to be the Achilles Heel of the
approach.

Before asking about total sales, it is importamstfto have an idea of the total current
expenses a business has had during a year. Tasdwithout relying on a single response,
the questionnaire focuses on each type of expeedémd how many times a year a
disbursement is made and the average monetary armmuaived in each operation. This
provides a very detailed picture of business exjperes which is a good basis for
determining the actual level of activity. Among teeonomic items collected, expenditures
are the first to be secured during the interviewabse the respondent has less incentive to
underreport these amounts than the amount of satek or income. Then the questionnaire
focuses on the three main products or servicesigedy their unitary prices and quantities
traded as well as the specific costs in tradingntheFrom this information a margin or
coefficient can be applied to the annual estimatdstal current expenditures in case there is
no information on total sales, as demanded in Apgho2. Hence Approach 3 consists of
generalizing coefficients or margins from the manoducts to the whole activity.
Subtracting wages from the total amount is anothiay to estimate the owner’'s mixed
income, an approach which minimizes the risk ofiegdp with negatives figures.

Of all the variables in the survey it is most diffit to obtain accurate information on income
of the micro-business. For each record in ENAMINréhare three possible ways to obtain
this information. With data on the interest patdsipossible to have for each production unit
its operating surplus, and then with the additibrwages paid a reconstruction of the total
value added (taking aside taxes and subsidieshdfapproach is affected by a partial non-
response, there is always at least another thabearsed. If there is enough information to
complete two or three approaches, the algorithoie of thumb in processing each record is
to take the approach from where the maximum mixedme results, for it is assumed that
the general tendency of respondents is to undetréper income.

These decisions are made at the end of the proBefse these calculations are made, all
guantities are subject to double entry verifying exclude outliers due to mistakes in

digitalizing data. This also implies that consisterchecks are made, most of them defined
under deductive rules. However as described abitreehardest of all decisions are those
dealing with total non- response which, as is showfigure 6.9, is not negligible.

Changes made in the Mexican LFS (ENOE, see Chdpterovided additional information
on those engaged in micro-businesses as well astextaal information and auxiliary
variables to supplement information collected inAMNN. This provided new possibilities
for different approaches to making imputations esly on quantitative variables of
economic significance.

The imputation literature (Little & Rubin, 1986)askifies different techniques in two broad
categories: deterministic and probabilistic. Amadhg former category, imputations of (i)
general averages, (ii) averages by classes ahddiiditional averages are the most common.
In the case of the 2008 mixed modular wave, thegatore followed was to impute averages
by building classes of affinities. A record in thest phase not interviewed in the second
reflects the characteristics of the class of reeard ENAMIN where it could belong. In
principle this is a simple procedure however sdaptated by the criteria and methods used to
define what similarity means.
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One approach to the imputation procedure descabege is to optimize the distance among
records (observations) in a mathematical space &metion of the auxiliary variables
selected to form clusters that the objective funrctjuarantees are the most homogeneous
among all possible combinations of observationatiS§ical methods such &k Means” or
Mahalanobisdistances are helpful in forming clusters defineda multivariate way and
optimized by means of an objective function

There are other deterministic techniques such @setin which a “donor” record is selected
and its value is taken and placed in the recepiword. If the donor is part of what already is
contained in the survey, the technique belongbecsbd called “hot deck” family; if it comes
from another source it is called “cold deck”; bd#thniques stratify possible donors by
alternative procedures.

An objection raised concerning deterministic methalthat if a data base is edited, then
variances are going to be underestimated and theeenaf the variable distribution will be
modified. In particular imputation procedures byamg of averages conspicuously alter
multi-modal distributions. For this reason, proliabc methods are increasingly suggested,
either through introducing a random component anghlection of a donor register (Simple
Random Hot Deck and Random Hot Deck by Classeshrough introducing a stochastic
component in a regression. This last modality majyp hn maintaining the statistical
precision needed to build intervals and test hygsdlk, but of course it requires sound
modeling which is not guaranteed as any experieacedometrician knows. For this reason,
INEGI opted for imputation procedures which are dependent on modeling and do not
modify the micro-data offered to the public basedtibese imputations. The deterministic
imputation described above and used in the varENAMIN waves was only concerned
with aggregates and is undertaken to supply ndtiaseountants with those economic
aggregate variables that in turn become the sgamioint of their own procedures, as
explained in Chapter 9.

3.4 The Survey of Employers and the Self-Employed iSouth Africa
(SESE)

In South Africa the informal sector contributesward 6% to Gross Domestic Product. It
also contributes 16.6% of the total employment.Idvwahg the international standard

definition of the informal sector, these businesass not registered with government.
Without registration it is not possible to buildist of all such businesses (include them in
a business register) and so they cannot be survayeqzhrt of a business or economic
survey program.

As a result, the measurement of characteristicmfofmal sector businesses in South
Africa is done every three years through a 1-2 eyrinethodology; the first stage
involves identifying individuals who are running yarkind of business through a
household survey. In the case of South Africa thithe Quarterly Labour Force Survey
(QLFS).14 The QLFS therefore provides the frame tioe second stage of this

 The LFS (conducted twice per year) was replacethéyQuarterly Labour Force Survey in 2008. SESE w
conducted twice using the LFS (March 2001, Septer2b@5) and once (third quarter 2009) using the LF
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methodology, which is a follow up interview. Thrgerview is done with individuals who
are identified in the QLFS questionnaire as runtinginesses to determine the nature of
their business and other characteristics of thegiresses. The follow up interview is
done through a survey called the Survey of Empbgad the Self-Employed (SESE).

This paper therefore discusses the measurememeahtormal sector in South Africa

using the 1- 2 methodology, the definition of tidbormal sector, the challenges faced
with the 1-2 survey methodology and lessons lear8outh Africa that may be useful for

other countries intending to use the 1- 2 survethoaology.

3.4.1 The first stage of the 1 — 2 methodology

The first stage of the 1-2 methodology comprise®leour force survey that has a
household sample that represents the whole couilitrg. following questions in the
labour force survey, which are used to establispleyment, are also used to screen into
SESE those who own businesses. (These questiotiseavery first of the labour market
activity questions in the QLFS questionnaire.)

2.4 In the last week.... YES No
(a) Did you work for a wage, salary, commission or any payment in kind 1 12
(including paid domestic work), even if it was for only one hour?

Examples: a regular job, contract, casual or piece work for pay, work in exchange for food
or housing, paid domestic work.

(b) Did you run or do any kind of business, big or smal I, for yourself or
with one or more partners, even if it was for only one hour?

Examples: Commercial farming, selling things, making things for sale, construction,
repairing things, guarding cars, brewing beer, collecting wood or water for sale, 1 2
hairdressing, créche businesses, taxi or other transport business, having a legal or
medical practice, performing in public, having a public phone shop, etc.

(c) Did you help without being paid in any kind of business run by your
household, even if it was for only one hour?
Examples: Commercial farming, help to sell thinrgake
things for sale or exchange, doing the accoungsnohg up for,
the business, etc.

If yes to any part of Q 2.4 go to Section 4, otherw ise goto Q 2.5

To identify those running a business who were taamiyg absent from work in the QLFS
reference week, the following questions are used:
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25 In the last week, even though you did not do anywo  rk for pay, profit or did Yes No
not help without pay in a household business, ....

(a) Did you have a paid job that you would defi  nitely return
to?

- If yes,goto Q 2.7, 1 2
otherwise continue

Examples: a regular job, contract, casual or piece work for pay, work in exchange for food
or housing, paid domestic work.

(b) Did you have a business that you would definite  ly return to?
- If yes,goto Q 2.7,
otherwise continue

Examples: Commercial farming, selling things, making things for sale, construction,
repairing things, guarding cars, brewing beer, collecting wood or water for sale,
hairdressing, créche businesses, taxi or other transport business, having a legal or medical
practice, performing in public, having a public phone shop, etc.

The advantage with this screening process is thakes into consideration that a person
could be in paid employment but also running atess, so the design allows for
multiple activities to be filled in.

3.4.2 The second stage

A SESE questionnaire is administered to anyonetiitkh as running a business in the

QLFS questionnaire. The first question asked ofr@ass owners in SESE is, if they run

any kind of business big or small for themselvesmith one or more partners. This

guestion is asked to business owners who are glidadtified in the QLFS because of

the time lag between the QLFS and the SESE interaie some of the small businesses
sometimes close down before the SESE interviewtaas place. The SESE interview is

usually conducted two weeks after the LFS interview

Statistics South Africa aligned its definition dfet informal sector enterprises to the
definition adopted at the 15th ICLS and uses regjish for VAT and Income Tax as the
main determinants in defining enterprises as beirtge formal or the informal sector. In
essence all household businesses that registeregitiier VAT or Income Tax in the
SESE are regarded as formal sector businesses.

Accordingly, the next question that is asked in 8t€SE pertains to registration of the
enterprise unit. Business owners are asked wh#therbusiness is registered for VAT or
Income Tax. This question is asked because atdémetification stage in the QLFS
(questions 2.4 and 2.5 above) no distinction iseraetween formal and informal sector
businesses. However, it must be mentioned th#ierQLFS a question on registration
for VAT and Income Tax is asked of employers anch @ecount workers. The question
is not used for screening purposes for SESE bedauke QLFS only details of the main
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activity are recorded and it is possible that sanaviduals may be running a business
and engaged in wage employment. There is oppoythoivever for countries that collect
details of all activities individuals are engaged to screen for registration at the LFS
stage.

Once a business is reported as registered for We it is the end of the SESE interview
for the business owner. However, businesses thategistered only for income tax are,
together with household enterprises that are rgstered, taken through to questions on
SESE. Leaving in income tax registered business®msdes time-series continuity as the
previous SESEs used only VAT registration in thdiniteon of informal sector
enterprises. However, during the analysis stage¢halenterprises registered for income
tax will be analysed as not being in the informeadter.

The questions that are asked in the SESE are estegpecific and they relate to goods
and services provided by the business, ownershipusfness, source of funding for
starting the business, location, record of accquite of business (employees), reasons
for starting the business, duration of operatioperational costs, turnover and labour
costs. A copy of the SESE questionnaire is induake Annex 3. Since individuals may
run more than one business in parallel, the quastioe allows for the recording of
information for up to three businesses.

3.4.3 Estimation process

If all individuals identified as target populatidafor the follow-up survey respond during
the follow-up interview, then the weights in thestiinterviews will be sufficient because
the reporting is based on individuals in the tapmtulation. However, not all identified
individuals respond during the follow-up for varouweasons. Adjustment for non-
response could be done using one of the followpmr@aches:

1. The computed weights for all qualifying personarirthe QLFS are adjusted for
person non-response in SESE to get the final SES&hs. Basically, the product
of the adjustment factors and LFS person weighth@&elected records yield the
SESE weights.

2. The second approach is to impute the whole recdrdhe non-responding
individual using similar-record substitution andekethe weights from the first
interview.

Approach 1

This is the approach that South Africa was using geevious SESEs which were
conducted as a supplement to the LFS. The genkrahét contains information about
the response codes for the follow-up interviews i@sed to the Labour Force Survey.
This was to make sure that the main demographi@blas of interest such as gender,
age, and population group were kept for benchmgrkirocess. The response rate was
calculated by using the response codes from th@dalp questionnaires.

> Running a business which is not registered foM\ithe case of South Africa.
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Individual records were classified in the threeegaties ‘response’, ‘non-response’ and
‘out-of-scope’. The out-of-scope category includadividuals who reported that they
were in the target population during the LFS in@my but on verification during the

follow-up they were no longer running a business.

The following adjustment classes were created: iReey District councils and
demographic variables (age group, population ganggender).

In general, the response rate was given by thehterdgesponse divided by the weighted
sum of response and non-response in the followatgniiew within an adjustment class.

The non-response adjustment factor is the invefr¢gleeoresponse rate. The out-of-scope
units in the follow-up interviews were ignored dwgithe calculation of the adjustment

factors. The adjustment factors were applied ¢oltRS person weights in order to obtain
the final weight for the follow-up interview on SES

Approach 2

This approach takes the advantage that a greaisikabwn about the non-respondents,
specifically, all of the information that they hapeovided to the labour force survey.
There is no need to depend on the assumption gaafrgphic proximity implies personal
similarity as it is the case in Approach 1. Indtea compensate for non-response similar
record substitution can be used. It is importanggtablish what is “similar”, by using as
much of the QLFS questionnaire as is mathemati¢edigible. (The more variables used
to define “similarity” the greater the likelihoolat an exact match may not be found and
matching criteria would have to be relaxed.)

Statistics South Africa revamped its processindesys making it possible to adopt this
approach for estimation of future SESEs which amedacted in conjunction with the
South African QLFS.

It is important to note that the system requireradat such a non-response adjustment
algorithm are substantial and not all nationalistiaal offices will have the necessary
infrastructure.

3.4.4 Challenges

One of the challenges is the risk of double-countihen business owners, who are in
partnership, regard themselves as equal partnémobiot reside in the same household.
The probability of double-counting increases withe tgeographic proximity of the
partners. If they live in the same primary sangliumit, the probability of double-
counting is much higher than if they live in diéet primary sampling units. Given that
SESE addresses the informal sector, proximity efghrtners is quite likely. However, in
South Africa there is only 1.9% of those who rumegistered businesses who fall into
this category.

The longer the time lag between the first stagethadecond stage the greater the chance
of finding out that some businesses, that weretifies in stage one, have ceased to exist
while others may have moved out of the sampled dtmalds. However, this may be
mitigated by informal sector enterprises that cante existence during the time lag,
provided those are established in the sampled hoilgse In the case of South Africa the
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time lag between the two stages is two weeks agmefibre this scenario is not much of a
challenge. The only way to avoid the time lag dffet¢o keep stage 1 and stage 2 as close
a possible during the enumeration process. Howewee, has to be careful with the
resulting response burden.

It is also possible that sometimes business owmeg not be able to separate their
business expenses from their household expendittnieh may lead to an overestimation

of their business expenses and an underestimafiaghes value added and operating

surplus. For each type of expenditure items, B8E questionnaire asks to indicate if
the expenses for the business can be separatechbosehold expenditure. If this is not

the case, respondents are to report the full am@auginess and household). Business
owners may also sometimes not know what their ttendgs, especially if the reference

period is twelve months. In the case of South Aftice reference period for reporting on
expenses and turnover is the last month. An assomigt made that the month in which

this information is collected represents all thenthe of the year and thereby annual
estimates are computed on the basis of this.

In countries, where the informal sector is big, thguirements for national accounts to
obtain data per each economic activity branch cabably be met adequately using the
1-2 methodology as the sample from the first stddeS) will be big enough to yield
good estimates for the second stage (SESE). Howéeeause in the case of South
Africa the informal sector is relatively small tsample from the first stage is not big
enough to disaggregate to industry level for certariables such as turnover. For
example in the 2005 SESE the co-efficient of varafCV) on turnover for different
industries ranged between 14% and 51%. HoweveCYsefor turnover at the aggregated
level were reliable at around 14%. In South Africenover at industry level is not
published because of the low levels of precision.

It is important that as far as possible the intamg are carried out with the enterprise owners
so as to minimize the rate of missing informatiorl anisreporting. In the case of South
Africa the fieldworkers are trained not to intemwieproxy respondents but to always
interview the business owner. Any information th&tmissing is due to the owner not
knowing how, or not wanting, to provide the infotmoa and is not due to any proxy effect.

3.4.5 Conclusion

Unregistered businesses have zero probability aigben the samples of any of the

business surveys; it is because of this reasonStaistics South Africa uses the 1-2
methodology to collect information about the unségjied businesses. One of the main
defining characteristics of these businesses tlakienthem suitable for this 1-2 approach
is that they are numerous which improves the @fficy of any sample design.

The link between the labour force survey and th&EBHEnakes it possible to profile
business owners in terms of other information cbdld in the QLFS such as their
demographic characteristics and key labour marnditators. The 1-2 methodology in
South Africa has worked quite well as there wasneed to list businesses separately
from the normal household list.
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Diagram of the 1-2 methodology
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4. The LSMS experience in measuring the informal stor

Even if it is not their main objective, the Livirfgtandard Measurement Studies (LSMS)
surveys can be considered as a form of modulardrid®rmal sector survey. Launched by
the World Bank in the mid 1980s, the LSMS programmaes initially designed to measure
and monitor poverty and inequality, but interestrindelling the micro-economic behaviour
of households has led to changes in their strucBased on relatively small sample sizes at
national scale (e.g., 1,600 households in Coéteoddy, they have become multi-purpose
studies, covering almost all aspects of the ecoon@nd domestic activities of households:
consumption, income, agriculture, jobs, transfemigration, education, health,
anthropometry, etc. In terms of surveys, this progne registered a new impetus in the
1990s to meet information needs for two activitresvhich the World Bank has been deeply
involved: the reconstruction of statistical systamgransition countries and the launching of
the new international poverty reduction strategies.

In most of the LSMS survey questionnaires, thermfd sector and informal employment
can be tracked through th&rhploymerit and “Non-Farm Household BusinéséNFHB)
modules. The Employmerit module is conceived as a simplified LFS, whereeckabour
market indicators are collected. For wage workensly, detailed information on wage
earnings is collected as an element of the charsiite of jobs, which can be used to
measure the wage component of informal employmefdarmation onNFHB is collected in
the corresponding module (with the same procedsiferaFarm Household Business). Each
surveyed household is asked if it possesses at taes non-farm business. If yes, the
screened households are supposed to answer somsiogse about theNFHB’s
characteristics, mainly to provide information acome drawn from these activities. In some
guestionnaires, up to follFHBsper household are considered. A distinction betweemal
and informalNFHBs can be made if the module includes questions erbtisiness size or
registration (which is not systematically the casjom an informal sector survey
perspective, the LSMS survey is a modular mixedvesyr where phases 1 and 2 are
integrated in the same questionnaire and houseg@duction units are selected with a
probability equal to 1.

Nevertheless, for informal sector measurement mapahe LSMS surveys present various
shortcomings. Basically, these shortcomings refdin the LSMS surveys not being
designed for measuring the informal sector, whechnly a by-product of the survey. Apart
from small sample sizes, two main weak points camdied: a)imited reliability. questions
related to production and income are not formulateas a detailed manner as it should be to
capture the informal sector aggregatespéxfial subject specific coverageome important
indicators are not considered in the questionr(airgin of inputs, destination of production,
investment, capital, prices, difficulties and denfgretc.). Furthermore, the link between jobs
(“Employmerit module corresponding to phase 1) and productiois (“NFHB” module
corresponding to phase 2) is not systematicallabéished. Moreover, it is not always
possible to identify the informal status of houddHmusinesses (for instance, the question on
registration was not considered in the first LSM®v/sys). If we add the fact that the labour
market indicators are not necessarily collectedine with international standard (ILO)
definitions, and the great complexity of derivirmpproximated) informal sector indicatdfs,

% An exercise conducted in Vietnam shows that inésessary to manipulate 10 different files from the
Vietnamese Household Living Standard Survey to agmpn indicator of informal sector employment, levhi
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the LSMS surveys can only be regarded as a seocestdstrategy to measure informal sector
and employment.

In spite of their shortcomings, the LSMS surveysspnt some advantages for our objectives.
First, in many countries where no specific inforrsattor survey has been conducted, the
LSMS survey is probably the best available sourcénéormal sector, informal employment
and related issues. Second, given their extensieelulea coverage and multipurpose
character, the LSMS surveys can be used to exgilerénk between the informal sector and
other issues (such as health, education, migrapowerty etc.). Finally, an LSMS survey
could be used as the filter survey (phase 1) tecs¢he sample for phase 2 (and eventually
phase 3) of a specific modular mixed informal sestovey. In such a case, the questionnaire
should be revised and completed. However, the efskuch an option is to overload an
already heavy survey by adding new modules. Maedhe size of the filter survey sample
may have to be increased and its design modified.

5. Outlook

This chapter has shown that the modular mixed ambras a robust and proven method to
meet the requirement of data collection on thermfd sector and informal employment,

albeit in need of further refinement. One may estie that it is nowadays easier in some
countries to obtain reliable estimates for the rimfal sector than for the formal sector. The
basic reasons are twofold. On the one hand, theulmodhixed surveys have overcome the
main coverage error shortcomings of the traditichalveys on the informal sector. On the
other hand, measurement errors are usually lowaer th formal sector surveys, due to the
higher willingness of the former to answer the syrwuestions. Three decades of
accumulated experience in the field provide enoegipirical evidence for considering the

modular mixed survey as an instrument to be induhethe standard toolbox of survey

statisticians.

The main task facing survey statisticians todaya$ to devise new procedures, but to
disseminate experiences that have proved theictefémess so that they can be put into
general use. Among the further issues to deal with,major ones can be pointed out, which
have both technical and institutional implicatidnst address the same key point: how to
build up a sustainable survey system to monitaormfl sector and informal employment
over time?

From a statistical perspective such a system cadmmditased on one-shot surveys (as it has
often been the case in the past) but on a setreégsi comparable in the long run. The ideal
system should rely on four types of surveys:

- a(revised) LFS to address labour market and irdb(sector) employment issues;

- an Informal Sector Survey (or Household EnterpriSesrey) to address supply-side
issues (production, etc.);

- a(revised) HIES to address demand-side issues¢hold consumption, etc.);

- a (revised) system of price indices to addressighee of price evolution in the
informal sector.

this number increases up to 14 files for the calibmh of income; strong assumptions have to be nmdssign
jobs to the informal sector (Razafindrakoto and Ik, 2007).
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In general, the current LFS should systematicatigrass informal sector and employment
issues (both to provide indicators and, possildysdrve as filter survey for phases 2 and 3).
One important implication of this strategy is tgustl the sampling design to this purpose.
Too often, the LFS sample is designed to optimmeedstimation of the unemployment rate.
This makes (reasonably) sense in developed cosartitie is not adapted to the situation in
developing countries. All accumulated evidence®dthtical and empirical) suggest that
unemployment is not a sufficient indicator to captlabour market tensions in LDCs, but
informal sector and employment indicators aresltime to take this fact into account and
adapt the LFS sample designs accordingly (the tyectives are not necessarily competing).

Specific price indices should also be elaborateds the only way to deflate the informal
sector aggregates at constant prices, as no oticeripdices currently collected (CPI, PPI)
can be considered as a good proxy of informal sgutoes. In market economies, prices are
the basic mechanism for competition and resourtecation. In analytic terms, reliable
information on informal sector prices is essential understand price formation and
dynamics. Using the information collected in phageand 3 for weighting, specific price
indices can be designed and prices collection cbal@drganized adjusting already existing
operations for the CPI or the PPI. The2-3 surveyprovides a reasonable alternative
(mobilizing unit prices/values captured in phasesridl 3). It fits also with the global
objective of the set of four surveys mentioned befonless data requirements or statistical
infrastructures call for stand-alone surveys.

The institutional channels need to be organizeauin which modular mixed surveys on the
informal sector can be permanently integrated itite national economic information
systems. Upstream, there is a need for close cabperbetween the survey statisticians
responsible for collecting data on the informaltgeand the potential users, such as national
accountants, starting with survey design. Downstrethe results of the surveys should be
more broadly disseminated to different parts of thevelopment community: national
accounts services have already been mentioneghotiay makers, academia and researchers
are also strategic users to be considered.
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ANNEX 1

UN Development Account Project ‘Interregional Coopeation on
the Measurement of Informal Sector and Informal Empgoyment’

SURVEY QUESTIONNAIRES

A. Phase 1
B. Phase 2



45

ANNEX 2

STRUCTURE OF THE ENAMIN QUESTIONNAIRE
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TO IMPROVE BUSINESS
PERFORMANCE

OTHERSUPPORT
PROMRAMS

PROSPECTS

YES
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Aware of the availatiily of such
Insaiption f incorporation on
SOIMe programs

END OF THE
INTERVIEW
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ANNEX 3

SESE 2009 QUESTIONNAIRE
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1 A ke M
. Statistics “is
it South Africa @
S’

Preferred supplier of quality statistica

Survey of
Employers & Self Employed 2009

A. Particulars of dwelling

A1. PSU number

A2. Dwelling unit number
A3. Assignment number
A4. Survey date

A5. Physical identification of the dwelling unit

A6. Telephone no. of enumerated household

A7. Household number for this household

Q8. Questionnaire number

A9. Total number of questionnaires for this household

A10. Person number (column no. from QLFS questionnaire)

A11 DRocnnn Aont namo

B. Field staff

B1. SO Persal no. Int. date
B2. DSC Persal no. Date chkd

B3. POM Persal no. Date chkd
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Unique no.

C. Response details

Visitno  Date (actual) Result  Next visit (planned)
d d m my y y y ¢ g g m my vy vy
C1.
C2.
Cs.
C4.

C5. FINAL RESULT

C6. Comments and full details for result code 02 — 11

RESULT CODES

Completed
Non-contact
Refused
Partly completed Comment in C6 giving full

No usable information details for result code 02 - 11
Vacant /unoccupied dwelling >_

Listing error

Demolished

Change of status

Other non response

Ended at question 1 _/

© 0O NO UL WDN P

=
o

[EE
[EE



INTERVIEW START TIME

INTRODUCTION

Read out: The last time we spoke to you or a member of yawskhold, we found out that you were engaged iredmusiness activities. Statistics South Africadgseat

deal of information about medium and large-sizesifesses but very little information about smalibasses like yours. More information about suctir@sses is needed

for better government planning. All information yptovide will be held strictly confidential and Wilot be made available to anyone else inside taide of government.

1 Do you run any kind of business, big or small, for yourself or with one or more partners?
1=YEs 1
2=No - End of interview 2
2 Do you run more than one business?
1=YEs 1
2=No - Go to Q4 2
3 How many businesses do you run?

If more than one business, ask which business has normally the highest turnover. Record that business as Business 1. Record the business with the

second highest turnover as Business 2, etc. If only one business, complete the column for Business 1.

Business 1 Business 2 Business 3

4 Is your business registered for VAT?  (repeat for each business)

1=YEs 1 1 1

2=No 2 2 2
5 Is your business registered for income tax? (repeat for each business)

1=YES 1 1 1

2=No 2 2 2
6 Do you have any licenses or permits to operate this business?

1=Yes 1 1 1

2 2 2

2=No
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Business 1

Business 2

Business 3

Who issued the license/s or permit/s?

1 = Municipality/ Provincial authority ... ..........cooouiiiii e e et e
2 = Professional @SSOCIAtION ..........iuiun et ettt et et e et e
3 = BUSINESS @SSOCIALION ... euiutie et eit ettt et et ettt et e e et et e et e e e e e aeeeenan
4 = Regional ServiCes COUNCI ... .vuie ittt et e e et e et e e et e e e e eenan
5 = Traditional [EAOEN .........ue et et e e et et e e
6 = ProteCtion @QENCY/IES .....uue it it et e e et e e et et et e e e ———————a e
T = FENAITEIALIVE ... ..t et e e et e e e e e e e e e
8 = Other, specify

<
m
n
Z
o

P Rr R, PR PP R
N NNNNDDNDDNDDN

zZ
(e}

YES

P R, R, PR PP R
N NDDNDNDNDNDDNDDN

P
(e]

YES

Lol N N i o L i
N NDDNDNDNDNDDNDDN

Is your business registered for Unemployment Insura nce Fund, UIF?
1=Yes
2=No

In your business are you......
1 = Own-account worker (without employees)?
2 = Employer (with employees)?

10

What kinds of goods or services does the business p rovide?

Describe in at least three words. If more than one activity, answer for the one which usually
generates the most net income.

11

What is the name of your business?
Write ‘No name’, if relevant.

For coding
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Business 1 Business 2 Business 3
12 | Isthe business owned by you as a single owner?
1=YEs 1 1 1
2=No 2 2 2
13 | Isthe business owned in partnership with other mem bers of your household?
1=YEs 1 1 1
2=No 2 2 2
14 How many household members, including you, are part ners in the business?
15 | Are there any business partners living in other hou seholds?
1=YEs 1 1 1
2=No 2 2 2
16 | How many of those partners live in other households ~ ?
17 | Whois the main owner of this business?
1 = Yourself ; ; ;
2 = Another family or household member 3 3 3
3 = Another person in the partnership or coopegatiot a household 4 4 4
member 5 5 5

4 = The ownership is equally shared between twoane owners
5 = Otherspecify
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Questions about the site for operation

Business 1 Business 2 Business 3
18 | Does this business operate ....
01 = Within the owner's dwelling/s — with its ovepace (e.g. a separate room) 01 01 01
02 = Within the owner’s dwelling/s — without itarn space (e.g. a family room) 02 02 02
) : 03 03 03
03 = In a structure attached to owner’s dwellirgg/sn the same plot (e.qg.
wc.Jrk.shop in the back yard) . . . 04 04 04
04 = Within another person’s dwelling (e.g. aghéiour’s dwelling) 05 05 05
05 = In a non-residential building (e.g. an offideck or factory) 06 06 06
06 = From a taxi rank / bus station / train statio 07 07 07
07 = On a footpath, street or open space 82 gg 82
08 = At a market 10 10 10
09 = No fixed location/mobile = e =
10 = At customer’s homes or offices Go to Q22
11 = Otherspecify
19 Is the location of the business a permanent  (e.g. over a period of time) or a temporary
arrangement?
1 = PERMANENT 1 1 1
— 2 2 2
2 = TEMPORARY 3 2 2
3 = NOT APPLICABLE
20 Do you pay for use of this location for business pu rposes?
1=YES 1 1 1
2 2 2
2=No 3 3 3
3=NOT APPLICABLE
21 How much did you pay in the last calendar month? (R ands)
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22 | What records do you keep for this business?
1 = Simple informal records of sales and/or exjtenes 1 1 1
2 = Some accounts but not full (for example exjitemes) 2 2 2
3 = Full annual accounts 3 3 3
4 4 4
4 = No accounts kept
Business 1 Business 2 Business 3
23 | Are the expenditures for the business recorded sepa rately from expenditures for the
household?
1 = YES, THEY ARE ALL RECORDED SEPARATELY ; ; ;
2 = SOME ARE RECORDED SEPARATELYSOME TOGETHER 3 3 3
3 = No, THEY ARE ALL RECORDED TOGETHER 4 4 4
4=No, BUSINESS EXPENDITURES ARE NOT RECORDED
24 | How many months in the last twelve months did the b usiness operate?
If 12 months go to Q25
If less than 12 months go to Q26
25 In the last 12 months, how much money came into the business through sales or services

offered, before any deductions (turnover)? (Rands)

- Goto Q27
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26 Ask if less than 12 months in Q24, otherwise gQ&Y
What was the main reason that the business had noa  ctivity in some months?
01 = $ASONAL FACTORS 8; 8; 8;
02 = FAMILY REASONS (E.G. SICK CHILD) 03 03 03
03=NON PAYMENT OF GOVERNMENT CHARGEAAXES 8‘5‘ 8;‘ 8‘5‘
04=NO CUSTOMERS 06 06 06
05= SICKNESS OF YOURSELF OR STAFF 07 07 07
06= OTHER PERSONAL REASONS THAN SICKNES®REGNANCY, ETC) 82 gg 82
07=LACK OF RAW MATERIALS 10 10 10
08=LACK OF FUNDS TO BUY SUPPLIES ié g ié
09=No0 ONE TO HELP DURING OWNERS ABSENCE
10= BUSINESS CREATED DURING THE PASI2 MONTHS
11=DUE TO VIOLENCE OR CRIMINAL INCIDENTS
12= OTHER, specify
Business 1 Business 2 Business 3
27 | When did this business start operating?
1 =LESS THAN A YEAR AGO ; ; ;
2=1BUT LESS THAN3 YEARS AGO 3 3 3
3=3BUT LESS THANS YEARS AGO 4 4 4
4=5BUT LESS THAN1OYEARS AGO 2 2 2

5=100R MORE YEARS AGO
6=DON’ T KNOW
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28 | What was the main reason you started in this busine  ss?
01 = INHERITED/FAMILY TRADITION 01 01 01
02 = UNEMPLOYED/HAVE NO ALTERNATIVE INCOME SOURCE 02 02 02
03 = RETRENCHED 03 03 03
04 = INADEQUATE INCOME FROM THE OTHER SOURCE 04 04 04
05 = | LIKE THE ACTIVITY 05 05 05
06 = | HAVE THE SKILLS FOR THIS BUSINESS 06 06 06
07 = | HAVE THE EQUIPMENT FOR THIS BUSINESS 07 07 07
08 = ACTIVITY BRINGS HIGH INCOME 08 08 08
09 = SMALL INVESTMENT NEEDED 09 09 09
10 = UNHAPPINESS WITH PREVIOUS WORK 10 10 10
11 = OTHER, specify 1 11 11
29 Did you need any money to start the business?
1 = YES 1 1 1
2=No — Go to Q40 2 & 2
30 Did you use your own money to start the business?
1 =YES 1 1 1
2=NO 2 2 2
Business 1 Business 2 Business 3
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31 | What was the main source of your own money?
01 = RREVIOUS AND/OR PRESENT WAGE EMPLOYMENT 01 01 01
02 02 02
02= OTHER BUSINESS 03 03 03
03= SALE OF LIVESTOCK/CROPS 04 04 04
04= SALES OF OTHER ASSETS U v U
06 06 06
05= INHERITANCE 07 07 07
06= PENSION FROM WORK 08 08 08
09 09 09
07= RETIREMENT/SEVERANCE PAY 10 10 10
08= A POLICY THAT MATURED
09= MONEY PAID OUT FROM A STOKVEL
10= OTHER SAVINGS spec ~
32 | What was the total amount used from your own moneyo start the
business? (Rands)
33 | Did you borrow any money to start the business?

_ 1 1 1
1=YVYES . > >
2=No

34 | From where did you get the loan? YEs No Yes No YEs No
1 = Loans from commercial DanKS ...........ouiuiniieiii i e e 1 |2 1 2 1 2

2 = Loans from fHEeNdS/TEIALIVES ..o e et et et e e e e e et ee e eeeeaeas 1 2 1 2 1 2

3 = Loans from credit Societies/ STOKVEIS......... ..ot e 1 2 1 2 1 2

4 = Loans from moneylenders/mashoniSas ...........oooeuiieiiriiiiie it et iee e e 1 2 1 2 1 2

5 = Loans from (DUSINESS) PAMNEIS. .. ... c.uniuiie it et et et e e e e e 1 2 1 2 1 2

6 = Loans from DUSINESS ASSOCIALION. .. ... ...ut ittt e e e e e e e e e eeneeaens 1 2 1 2 1 2

7 = Loans fromM NGO/CBO ... ...ttt et et e e e e e e e e et et et e e e e e e e ee e eees oo 1 2 1 2 1 2

1 2 1 2 1 2

8 = Loans from otherspecify
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35 | What was the total amount of the money that you bapbwed to start the
business? (Rands)
Business 1 Business 2 Business 3
36 | Are you presently paying off any money for the loafs you took to start the
business? ; ; ;
1=YEs
2=No
37 | How much did you pay off in the last calendar montR (Rands)
38 | Did you obtain a business grant to start this busiess?

_ 1 1 1
1=YEs . > >
2=No

39 | From where did you obtain the business grant? Yes No Yes No Yes No
I o] 0 010 01 VZ=T 4 0 1= PN 1 2 1 2 1 2

2 = From a non-governmental organisation / CBO......cccccuiiiiiiiiiiiiiiiiie e aiiiaeen 1 2 1 2 1 2

1 2 1 2 1 2

3 = Other specify
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General information

Business 1

Business 2

Business 3

40

Does the business use any raw materials, e.g. wdod furniture or steel
for making gates?

Raw material is something that you change in somehlefore selling it.
1=YEs
2=No

41

In the last calendar month, how much was spent oraww materials?
(Rands)

42

Does the business use any supplies, e.g. beveragesuit?
Supply is something that you do ehange before reselling it.

1=YES
2=No

43

In the last calendar month, how much was spenhese supplies? (Rands)

44

In the last calendar month, how much money cancetire business through sales or services offered,

before any deductions (turnover)? (Rands)

45

In the last calendar month, how much money cancetive business from other sources,
e.g. loans? (Rands)

46

Does the busines need assistance with any of the following
1 = Provision of an alternative SIte ...........c.eeiiiiiiie e et et e e e e e e
2 = BEetter aCCeSS 10 [0ANS .....oiviitit ittt e et e et e e e e e e e a e

3 = Assistance With Marketing ... .........ouuiii it et e e e e e

4 = Better access to raw materialS/SUPPIIES ........coveeee it e
5 = Easing in government regulations ..............co.oeoeoieiitinni e e eee et aeaaeaaan
6 = Access to Modern teChNOIOGY ... .....ouii ittt e e e e
7 = Forming contacts with others in similar busses for cooperation............................
8 = Other specify

YES No

P Rr R, PR, PP R
N NNNNDDNDDNDDN

P R, R, PR PP R
N NDDNDNDNDNDDNDDN

P P, P, PR PP R
NN DNDNDNDNDDNDDN
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47 Ask if more than one YEs in Q46, otherwise go to Q48

Which of the above mentioned forms of assistance is
Give response category number from Q46

the most important?

People employed and labour costs

Business 1 Business 2 Business 3
T R T
1=YEes 1 1 1
2-=No 2 2 2
49 How many paid and unpaid workers  (anyone working more than 1 hour per week) were there
at this business, including other household members Paid Paid Paid Unpaid
Unpaid Unpaid
1 = ALEhIS tIME IAST YN ... euit ittt et et et e e et e e e e e e ‘
2 = During the last calendar MoNnth ......... ..o s ‘
3 =DUMNNG the TaSTWEEK ... ..t e e e e e e e et et e ean e eees ‘
Please note that the reference period for Q50 to Q53 is the last week
Business 1 Business 2 Business 3

50 | Inthe last week, how many of these workers wer

1 = Full time workers (35 hours or more per week)
2 = Part-time workers (less than 35 hours per yveek

51 In the last week, how many of these workers were:

Paid Unpaid

Paid Unpaid

Paid Unpaid

52 | Inthe last week, how many of these workers were:

1 = African/Black

63

P22 ©T0] [0 11 (=Y o PR

Paid Unpaid

Paid Unpaid

Paid Unpaid
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5= Other,specify

53 | Inthe last week, how many of these workers were: Paid Unpaid | Paid Unpaid | Paid Unpaid
L = AQEA 15 — B4 YOS ..vut ittt ittt et et et e e et e e e e et e e e e e e a e | ‘
2 = Aged MOre than B4 YEAIS ... ..u it ittt eee et e et et e e e et e e e eaa e tee e eaae et | ‘
3 =UNdEr 15 YEAIS OF B ... ot uie it ettt e et et et e e e e e e et e | ‘

54 What were the total wages, salaries and other biengdid to all the employees during the last cdtan

month?

1 = Wages and salaries, including overtime, bonuses, etc. (Rands)

2 = Payment in kind (food, clothing, drinks, etc). Give an estimated value (Rands)

3 = Refund of transport costs (Rar

4 = Otherspecify

Remuneration for employers and own-account workers

55

How much was withdrawn from the business by yoinduhe last calendar month as ...

1 = Wages and salaries, including overtime, bonuses, etc for yourself? (Rands)

2 = Payment in kind (food, clothing, drinks, etc)? Give an estimated value (Rands).

3 = Refund of transport cost

64




‘ 4 = Other specify

65
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Expenditures on fuels, materials and services

Business 1

Business 2

Business 3

56

How much did the business spend on each of the fmlNing items in the last calendar
month? State if the amount can not be separated fromdhtite household and give the full amount.

01 = Electricity

02 = Water

03 = Fuel and IUBFICANTS .......coiiiiie i e e et e eae e
04 = Spare parts

05 = ReNtal Of PrEMUSES ... ... ittt e et et e e e et e et e e e eeameeenns
06 = Rental of machinery and equUIPMENT ........couuiie it eeeeean e
07 = Postage, telephone, printing and StatioNery ... ....oeveeiiuiiieiie e e e
08 = Transport of raw materialS/SUPPIES .......c.oieiiiie e e
09 = Repairs and

10 = Business services (accounting, legal, acsesrtent, etc)

11 = Licences, permits

12 = INtereSt ON JOANS ... .coiiiiie ittt e et e e
13 = Repayment Of [0ANS ... ..o e e s
14 = Insurance premiums, Mortgages/bONAS. .. .......ccceiu i ee et eaeaet e ae e e
15 = INCOME tAX/ IVIES ... e ettt e et e e e e e e

ISR = 0] C=Tod [0 = 1o =] (ol = PSP

17 = Otherspecify

Not
sepa-
rated

Rands

Not
sepa-

- Rands

Not
sepa-

rated Rands
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Fixed capital formation

67

Business 1 Business 2 Business 3
57 In the past year, did the business buy any of the f  ollowing? If Y Es, what was the cost? No, did [ Yes, did | No, did | Yes, did | No, did | Yes, did
not buy [ buy in not buy | buy in not buy | buy in
in the the past | in the the past | in the the past
past year past year past year
year Rands | year Rands | Year Rands
= ol 11 =T Y PP
2 = EqQUIpMENt @nd tOO0IS ...... ..ot e
3 = Vehicles, trailers, etc. for tranSPOItiNg ...... ..ot eeeuiee e ee et et
4 = Buildings and other structures
B S FUINITUIE ettt e e et et e e et et e et et e e e e et e et e e
6 = Other capital itemspecify
58 | How much money did the business make in the lastlemdar month after
deductions (net profit)? (Rands)
59 On average, how much money does the business make i  n a month after deductions (net
profit)? (Rands)
60 | Does the business have any debts at present?
1=Yes 1 1 1
2 2 2
2=No
61 How much money does the business owe at this point of time? (Rands)
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Transport

To be answered by those offering a transport service. For others - Go to Q64

Business 1 Business 2 Business 3
62 | What transport services does the business offer?
1 = PASSENGER TRANSPORT WITH COMBI#INI-BUSES — Go to Q64 1 1 1
2 = PASSENGER TRANSPORT WITH CABS - Goto Q64 2 2 2
3 = TRANSPORT OF GOODS 3 3 3
4 = BOTH PASSENGER TRANSPORT AND TRANSPORT OF GOODS “ “ “
5 = OrHER, specify - Goto Q64 ° ° °
63 | What type of goods does the business normally carry ~ ?
1 = SAND AND GRAVEL 1 1 1
2 = OTHER CONSTRUCTION MATERIALS 2 2 2
3 =GROCERIES 3 3 3
4 4 4

4 = OrHER, specify
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Now | am going to ask you about the registration ofour businesse(s)

Business 1 Business 2 Business 3

64 | You indicated that your business is not registered for VAT, why is it not registered?
(Repeat for each business)

1 = THE BUSINESS DOES NOT MEET REGISTRATION REQUIREMENTS 1 1 1
2=DIDN’ T KNOW THAT THE BUSINESS HAS TO BE REGISTERED
3=0THER, specify

N
N
N

65 Refer to Q5 before asking this question

You indicated that your business is not registered for income tax, why is it not
registered? (Repeat for each business)

1 = THE BUSINESS DOES NOT MEET REGISTRATION REQUIREMENTS 1 1 1
2=DIDN’ T KNOW THAT THE BUSINESS HAS TO BE REGISTERED
3=0THER, specify

N
N
N

INTERVIEW END TIME

End of the interview.

Thank the respondent for his/her participation
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