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Abstract  The main aim of this paper is to analyze the role of the informal labour market in meeting the needs of consum-
ers. The article also presents results of the research on undeclared work between 2005 and 2013. Authors 
evaluate the impact of unemployment on willingness to take the unregistered employment among consumers.

Introduction
One of the factors that determines the size and structure of household consumption is the income. In general, 

the higher the income, the higher the consumption expenditures. Faced with difficulties in finding employment 
in the official labor market an informal gainful employment activity plays an important role in the everyday life of 
consumers. 

All wealth is the product of labour
John Locke
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Undeclared economic activity carried out in the informal sector is an integral component of the functioning 
of modern economic systems. Various forms of informal activity, referred to as the so-called undeclared work are 
essential in consumers’ everyday lives. The main aim of this paper is to analyze the role of the informal labour 
market (undeclared economic activity) in meeting the needs of consumers and households. The article also presents 
results of the research on undeclared work between 2005 and 2013. Authors evaluate the impact of unemployment 
on willingness to take the unregistered employment among consumers.

The consumer in the formal labour market in Poland
The labour market is one of the most important and specific markets operating in the modern economy. 

Shaped in the historical process of economic development next to the market for goods, money and capital, and the 
work is one of the factors of production. In a general sense consists of individual markets relating to manpower with 
specific qualifications. In other words, it is the totality of issues related to shaping of demand and supply of labour.

The economic situation in Poland and in the world, is one of the main factors influence the changes occurring in 
the labour market. As a result of the global crisis, which also affected Poland, the growth rate of real Gross Domestic 
Product (GDP) has been significantly weakened. After a significant increase in the years 2006–2007, there has 
been a slowdown expressive term to the year 2009, in which GDP growth was only 1.6%. In the following years 
the Polish economy has registered a growth until 2012, at which is followed by  its weakness. In 2013, despite the 
still difficult situation in the economic sphere in the world, in Poland increasingly were visible a favorable changes, 
because economic growth has clearly improved. In the first quarter of 2013 the GDP growth was only 0.5%, while 
in the fourth quarter it amounted to 2.7%. Nevertheless, GDP growth in 2013 was slower compared with the year 
2012, as 1.6% compared to the previous year which recorded growth of 1.9% (Rynek pracy w Polsce…, 2014: 1).

The global economic crisis broke the beneficial changes in the labour market manifested by a progressive 
decrease in the level of unemployment. However, the force of its impact was much weaker in Poland compared 
to other countries of the European Union (EU). In 2011–2013, the employment situation has a certain stability, 
which resulted in an increased activation of the unemployed accomplished by labour offices both at the district and 
regional.

In 2012, the average employment in the corporate sector amounted to 5,549 thousand people and it was 
only 0.1% higher compared to the previous year (Informacja o sytuacji…, 2013). However, in 2013 the level of 
employment in that sector accounted for 5,494.5 thousand people and was by 1.0% lower compared to 2012 (Rynek 
pracy w Polsce…, 2014: 1). 

One of the main indicators showing the situation on the labour market is the employment rate. It determines 
the percentage of the population aged 15 to 64 years, who works professionally. Evolution of the employment rate 
in Poland, according to the Labour Force Survey (LFS) is shown in Figure 1.

Based on Figure 1 it can be seen that the total employment rate in Poland since 2008 remained stable with 
only slight fluctuations. Positive phenomenon is the presence of a clear trend that shows that omitting the seasonal 
fluctuations related to the increased demand for labour in agriculture, collection of fruit or seasonal work associated 
with the period of holiday and leisure, year on year the proportion of people employed successively shall be growth. 
As far as the dynamics of this indicator disaggregated by sex, in the case of men, it shows a much higher value while 
confirming a higher percentage of employment among this group. Among women while he assumes a value much 
lower, not exceeding in the period level of 54%. This is primarily due to the fact that women are much more difficult 
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to find a steady job and maintain it. In addition, employers willing to employ men in the labour market because there 
is a perception of their greater availability and readiness to undertake complex projects. It should be noted that this 
indicator doesn’t reflect the end of the situation on the labour market because it didn’t take into account people 
working in the informal economy.
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Figure 1. The employment rate in Poland by LFS in the years 2001–2013 (%)

Source: own elaboration based on GUS (2014) data.

The increase in the employment rate in 2013 followed through a high degree increase in the number of hired 
worker, with a decline in help of family members, employers and the self-employed. Also decreased the number 
of people working in the agricultural sector and the public which leads to a systematic increase in the share of 
employees in the private sector (Rynek pracy w Polsce…, 2014: 4).

On the Polish labour market is still a high level of economic inactivity. In the group of inactive there are people 
with not showing a willingness to work despite having the ability to work, people of retirement age, or those who are 
of working age but because of obtaining the pension entitlement does not intend to return to the labour market. State 
of professional inactivity in Poland also relates to a young people who have not yet started work because of the 
continuing education or child care, and people with are disabilities (Bierni zawodowo…, accessed on 24.06.2014). 
Still maintaining a high level professional inactivity rate in Poland results from postponing enter the labour market 
of young people as a result of continuing education, as well as following the transition to pension and retirement 
benefits, still a large group of persons who acquire rights to the benefits listed above (Rynek pracy w Polsce…, 
2014: 3).

The main economic problem of the modern economy, is the phenomenon of unemployment. The loss of 
a job or its absence is a limiting factor in domestic demand, as well as leading to a number of negative social 
phenomena. The experience of almost countries involved in the market economy indicate that the labour market 
based on their mechanisms of automatism, he is not able to effectively counter of unemployment (Wojdyło-Preisner, 
2009: 5). Its complexity and weight is a major barrier to the development of Polish. The global economic crisis broke 
the beneficial changes in the labour market manifested by a progressive decrease in the level of unemployment. 
However, the force of impact was much weaker in Poland compared to other European Union countries. Difficulties 
in the labour market due to changes of a structural nature. Among them should be mentioned low participation, 
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the insufficient fluctuation of passivity to activity, high risk of exclusion of women from the labour market due to 
the establishment of families, and the relatively low mobility and territorial Poles. An additional difficulty cause the 
processes related to progressing cycle of aging of the population, which is the risk of future labour shortages. Also 
visible is also a clear tendency for the seasonal and territorial differentiation in the Polish labour market, as a result 
imbalanced polarization of socio-economic regions (Informacja na temat rynku pracy…, 2013). 

The labour market in Poland over the last few years was significantly modified. At the beginning of the twenty-
first century, the unemployment rate was strongly diversified in geographical terms. Since 1998, when the economic 
growth rate began to fall, there was an increase in unemployment. This trend continued until 2003, in which the 
registered unemployment accounted for 20% (Wojnar, 2012: 406). Formation of LFS unemployment rate in Poland 
is shown in Figure 2.
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Figure 2. LFS unemployment rate in Poland in the years 2001–2013

Source: own elaboration based on GUS (2014) data.

The end of 2008, both the number and LFS unemployment rate decreased at an increasingly fast pace. 
However, since 2009 the rate escalated from year to year, with the highest increase was recorded in this year, 
as the unemployment rate amounted to 1,892.7 thousand people, or 28.4% more than in the previous year. In the 
next three years, growth dynamics has been weakened. In 2013, the LFS unemployment rate has decreased and 
therefore slowing down has been observed in the past few years, the trend increase in unemployment indicator.

Informal labour market in Poland and in the European Union 
One of the characteristics of the labour market is the existence of the informal sector – the phenomenon of 

unregistered employment, often called the “black economy”, the “hidden economy” or “gray zone”. This phenomenon 
is not easy to identify and explore and the estimates are often erroneous. However, there are numerous methods to 
assess the phenomenon more or less accurately (Praca nierejestrowana…, 2011: 3).
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The notion of “undeclared work” is defined in very different ways, sometimes as a synonymous of illegal work, 
irregular work, illegal employment, unregistered employment, hidden unemployment, “black” labour or informal 
labour, even though their content can be varied. 

The International Labour Organization views undeclared work through the lens of the informal economy 
(Defining undeclared…, accessed on 20.05.2014: 3). It’s all economic activities by workers and economic units that 
are – in low or in practice – not covered or insufficiently covered by formal arrangements. OECD (OECD..., 2004: 
232) proposed to define this phenomenon as employment which, while not illegal in itself, has not been declared 
to one or more administrative authorities. The European Commission in the Communication on Undeclared Work 
(1998) similarly defines this term. The concept of undeclared work is taken to mean any paid activities that are lawful 
as regards their nature but not declared to the public authorities. 

According to the definition by Central Statistical Office (CSO) of Poland (Praca nierejestrowana…, 2011: 10) 
unregistered employment is understood as:

 – employment performed without formal labour relationship, i.e. without employment contract, commission 
agreement, work-piece agreement or any other written agreement between the employer and the employee, 
regardless the ownership sector; the work cannot be performed on the basis of call-up, appointment or 
election; the employee does not receive social security for unregistered employment, and thus is not 
entitled to social benefits; the duration of that work is not counted as a contribution from the viewpoint of 
social security and the employer does not allot contribution from the employee’s wages and salaries to 
Social Security and Employment Fund; unregistered employment is not taxable,

 – self-employment providing that financial obligations to the state (e.g. taxes) due to the conducted business 
activity are not fulfilled.

A study conducted in 2006–2007 by the Institute of Labour and Social Studies (Pater, 2007) on a nationwide 
representative sample of 9038 Poles, shows that undeclared work plays an important role in meeting the needs 
of the Polish consumers. Undeclared work in the 12 months preceding the survey declared 5.7% of the study 
population. According to a survey conducted in the EU in 2013 by TNS Opinion and Social (2013) the commonest 
reasons for carrying out undeclared work are: lack of job in the formal sector, too high tax and/or social security 
contributions and last but not least insufficient income (or lack of income). 

Asking consumers whether and why they themselves have carried out any undeclared work is a very sensitive 
issue. Schneider (Schneider and Buehn, 2012) has identified the main causes determining the informal work: tax 
and social security contribution burdens, quality of institutions, regulations, public sector services, tax morale, 
deterrence. Mateman and Renomy (2001: 73–75) defined a three types of factors affecting an activity on informal 
labour market: market relations, institutional relations, and individual characteristics. 

The preparation of the full set of economic and social benefits and costs arising from the occurrence of various 
forms of undeclared work activity is not an easy task. The main pros and cons of working in the informal sector are 
listen in Table 1. 

In general, work in the informal economy is critically evaluated by the economists and economic analysts. 
They indicate primarily the fact that this activity distorts the rules of fair competition, or results in a reduced tax 
revenues to the state budget. The informal work has also its good side: it neutralizes the effects of unemployment, 
provides extra income and allows to satisfy basic needs of life of many consumers.
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Table 1. The composition of benefits and costs of taking a job on informal labour market  
– a macroeconomic and consumer’s point of view

Costs and losses Benefits 

Avoiding paying taxes (PIT, CIT) depletes the incomes of the state budget 
and limits the financing areas, that are important to the smooth functioning 
of the modern state (education, health, activation programs, etc.).

Evasion of the payment of social security contributions reduces Social Security 
income, makes impossible to work out pensions and retirements (makes impossible 
to fulfill of the necessary conditions for obtaining the pension), which in turn 
in the future will lead to provide social assistance to those persons financed 
from public resources (i.e. from tax paid by employees).

Evasion of the payment of contributions for health and sickness insurance lowers 
the efficiency of the public health service.

Evasion of the payment of contributions for accident insurance creates a risk 
of lack of financial resources (e.g. for treatment and rehabilitation).

Evasion of the payment of contributions to the Labour Fund limits the payment 
of benefits to unemployed and their occupational activation (through training, 
intervention works, public works, etc.).

Avoiding the use legal labor market standards and a Labour Code (a minimum 
wage, compliance with the maximum hours of work, annual holidays, etc.).

The erosion of business ethics, creating unfair competition.

Undeclared work, if not properly confronted, threatens to undermine the state’s 
ability to meet its employment targets for more and better jobs and stronger growth.

Undeclared work in the informal sector creates a chance 
to avoid the syndrome of social exclusion and gives the ability 
to maintain professional skills.

Benefits paid to unemployed people in Poland are low; 
undeclared work, even for a few hours a week, creates 
the possibility of improve household budget.

The grey zone allows activation of marginal labor resources, 
creating opportunities for people with lower qualifications, 
and those who can not or do not want to work full-time.

In a situation of high unemployment undeclared work 
in the informal economy is for many persons (who have lost 
the job) the only opportunity to obtain professional activation 
and income. 

Cost of labor in the informal sector are much lower than 
in the official sector, what raises standard of living of some 
consumers.

It is estimated that the income received by persons working 
in the informal sector increase their standard of living by at least 
one-fifth.

Source: based on Bednarski et al. (2008): 48–49. 

The informal work is an important element of Polish labour market. The share of the shadow economy, 
including undeclared work in the GDP in 2005–20111 according to CSO estimates are shown in the Tables 2 and 3. 

Table 2. Estimated size of the shadow economy in % of GDP in Poland 2005–2011

Description 2005 2006 2007 2008 2009 2010 2011

Shadow economy in % of GDP: 13.7 13.7 12.8 11.8 13.1 12.8 12.6
    – due undeclared work 4.2 4.0 3.6 3.5 3.5 3.3 3.2

Source: GUS (2010): 292 and (2013): 372.

In the years 2005–2011 the level of the informal economy steadily declined. In 2008, it fell to the lowest level, 
estimated at 11.8% of GDP. In the following years, with the economic downturn, which was a result of the subprime 
crisis, the rate increased by 1–2 percentage points. It should also be noted that the largest share in the informal 
sector had entities engaged in commercial, construction and real estate services (GUS 2013: 372). 

1 The official CSO statistics do not yet include the latest data from years 2012–2013. 
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Table 3. Size of the shadow economy in Poland 2007–2011 in current prices (in mln PLN)

Description 2007 2008 2009 2010 2011

GDP 1,176,737 1,275,508 1,344,505 1,416,585 1,528,127
Shadow economy 150,622 150,510 176,130 181,323 192,544
    – due undeclared work 42,363 44,643 47,058 46,747 48,900

Source: own elaboration based on GUS (2013): 373.

During this period, the share of the informal economy due to undeclared work decreased from 4.2% in 2005 to 
3.2% in 2011. According to the table above, undeclared work, as one of the areas of the informal economy by GUS 
survey, represents approximately one third of the informal economy.

Comparing the data from Figure 2 and Tables 2–3 it can be observed the relationship between unemployment 
and informal work. The literature (Pasternak-Malicka, 2013: 45) also provides that the unemployment can be 
a motivating factor for the activity in the informal economy, including taking up the unregistered employment among 
consumers. An empirical analysis of member states of the European Union (Bednarski et al., 2008: 38–40) allowed 
to indicate the relationship between the level of unemployment and the gray zone. Basing on estimates of undeclared 
work Bednarski et al. showed that as the unemployment rate rises, the shadow economy rises too. It confirmed the 
thesis of the positive effects of low unemployment to reduce the shadow economy. 

In addition to CSO official statistics there are also published estimates of the size of the informal economy, 
including unregistered employment in Poland, carried out by using different methods. These studies indicate that the 
size of the shadow economy (and informal labour market) in Poland is much greater than is apparent from the CSO 
data. The survey conducted in 2012 by the PKPP Lewiatan (Co trzecia firma…, accessed on 10.05.2014) shows 
that 33.2% of companies employ workers informally (in 2011 – 28.9%). Moreover, half of controlled by the National 
Labour Inspectorate companies in 2013, violate the rules on the legality of employment (Co druga firma..., accessed 
on 10.05.2014). Every fifth employer was breaking the law in most key issues: employed without a contract, did not 
reported employees to Social Security and health care. Evasion of contributions for health, disease and accidents 
insurance is most common in microenterprises, employing up to 9 people. 

The results obtained by Schneider and Raczkowski (2013: 12) suggests that the size of the shadow economy 
in Poland is almost two times higher than official CSO statistics. The size and development of the shadow economy 
of 27 European countries is shown in Table 4.

According to the table above the European Union (EU) continues to have an extensive undeclared labour 
market. The eastern countries and the “new” the EU members (Bulgaria, Cyprus, Czech Republic, Latvia, Lithuania, 
Poland) have higher shadow economies than the “old” EU countries. It can be also observed an increase in the size 
and development of the shadow economy from north to south. On average, the southern European countries have 
considerably higher shadow economies than those of Central and Western Europe. 

The scale of the informal labor market is alarming. Hoverer, it can be noted that from year to year the share of 
the shadow economy in GDP systematically decreases. According to Schneider and Raczkowski and the EU data 
(Employment and Social…, 2014: 233), shadow economy in Poland had a value of 27.1% in the year 2005, which 
then steadily declined to 25.9% in the year 2008, and since then decreased to 23.8% of official GDP for the year 
2013. Considering the results of the average size of the shadow economy of the 27 European Union countries, it 
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can be noted, that the shadow economy in the year 2005 was 21.5% (of official GDP), decreased to 19.8% in 2009 
and then decreased again to 18.4 % in 2013. If we assume the level of undeclared work as one third of the informal 
economy (see Table 2), then it was approximately 8% of GDP. In 2013, Poland’s GDP amounted to PLN 1,635,746 
million (Roczne wskaźniki…, 2014). It means that the assuming the data above the undeclared work amounted to 
PLN 130,859 million.

Conclusions
Informal employment exists in all modern economies. In general, undeclared work in Europe remains 

inherently difficult to measure. It should be noted that many consumers could not be able to exist without incomes 
originating from work in the informal labour market. Informal earning money. delivering an additional injection of 
cash supplying the consumers’ budget is a specific “buffer”, that allows a part of them to survive, especially in the 

Table 4. Size of the shadow economy of 27 European countries over 2005–2013 (in % of GDP)

Country/Year 2005 2009 2010 2011 2012 2013

Austria 10.3 8.5 8.2 7.9 7.6 7.5
Belgium 20.1 17.8 17.4 17.1 16.8 16.4
Bulgaria 34.4 32.5 32.6 32.3 31.9 31.2
Cyprus 28.1 26.5 26.2 26.0 25.6 25.2
Czech Republic 18.5 16.9 16.7 16.4 16.0 15.5
Denmark 16.5 14.3 14.0 13.8 13.4 13.0
Estonia 30.2 29.6 29.3 28.6 28.2 27.6
Finland 16.6 14.2 14.0 13.7 13.3 13.0
France 13.8 11.6 11.3 11.0 10.8 9.9
Germany 15.4 14.6 13.9 13.7 13.3 13.0
Greece 27.6 25.0 25.4 24.3 24.0 23.6
Hungary 24.5 23.5 23.3 22.8 22.5 22.1
Ireland 14.8 13.1 13.0 12.8 12.7 12.2
Italy 24.4 22.0 21.8 21.2 21.6 21.1
Latvia 29.5 27.1 27.3 26.5 26.1 25.5
Lithuania 31.1 29.6 29.7 29.0 28.5 28.0
Luxemburg 9.9 8.8 8.4 8.2 8.2 8.0
Malta 26.9 25.9 26.0 25.8 25.3 24.3
Netherlands 12.0 10.2 10.0 9.8 9.5 9.1
Poland 27.1 25.9 25.4 25.0 24.4 23.8
Portugal 21.2 19.5 19.2 19.4 19.4 19.0
Romania 32.2 29.4 29.8 29.6 29.1 28.4
Slovenia 26.0 24.6 24.3 24.1 23.6 23.1
Spain 21.3 19.5 19.4 19.2 19.2 18.6
Slovakia 17.6 16.8 16.6 16.0 15.5 15.0
Sweden 17.5 15.4 15.0 14.7 14.3 13.9
United Kingdom 12.0 10.9 10.7 10.5 10.1 9.7

Source: based on Schneider and Raczkowski (2013): 11–12.
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period of economic downturn. From the consumer’s point of view balance of the functioning of the informal economy 
is not clear. On the one hand it offers a job, affects the formal sector, forcing him to be more active. On the other 
hand it can lead to working situations that violate the rights and dignity of workers. Due to the complexity of the 
discussed phenomenon it is not easy to find a simple way to solve it. Undeclared work is the part of the informal 
economy, which cannot be completely eliminated, but by reducing incentives to operate in the informal labour 
market or by creating new workplaces, it can be effectively limited.
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