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ABSTRACT

Informal labour has become one of the main ways of earning income and a reason 
for non-payment of taxes to the state budget. Governments and international organ-
isations are making many efforts to study the phenomenon of informal labour and 
formulate proposals for further formalisation of informal labour to «come out of the 
shadows» of activities in various fields. The relevance of our study is due to the rapid 
spread of informal employment and informal labour in various spheres of society, 
which entails economic losses for each state and a lack of faith in the declared labour 
relations. The purpose of the study is to identify possible ways and prospects for 
formalising informal labour, to determine the legal aspects of formalising informal 
labour, to analyse the challenges to the social protection of workers in the course of 
such formalisation, and to improve the current labour legislation. The author for-
mulated legal conclusions on the legal aspects of formalisation of informal labour, 
the ways of such formalisation and its prospects. In particular, conclusions on social 
challenges for all participants in the so-called informal labour relations were pro-
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vided. Finally, proposals for improving the legislation on informal employment were 
formulated. 

Key words: informal labour, informal employment, informal economy, formalisa-
tion, labour market, labour relations.

1.	 INTRODUCTION

The issue of informal labour, and in this aspect informal employment and in-
formal labour relations, is relevant all over the world, regardless of whether it 
is economically developed countries or countries with low economic potential. 
Informality itself is a complex process and a rather confusing phenomenon. 
Although many analysts and scholars have paid attention to the study of the 
informal economy, they have not formed a unified vision and have not condu-
cted a comprehensive study. Regardless of the fact that many conclusions have 
been drawn about this socio-economic phenomenon, its structure, peculiarities 
of its spread and its very boundaries remain uncertain. This is primarily due to 
the very nature of the informal economy and the blurred boundaries of infor-
mal employment1. The lack of sufficient information on these phenomena, and 
the absence of structured and comprehensive definitions of related concepts 
creates the illusion of uncertainty and the impossibility of a comprehensive 
study. However, it is a mistake to say that a comprehensive study is impossi-
ble, and therefore further research into the problem is necessary, which is the 
reason for our work.

Informal labour is a widespread phenomenon in the labour market, as it is 
inherent in many areas of society. By performing informal labour duties, wor-
kers provide themselves with the necessary means of subsistence. In turn, the 
informal economy accounts for more than half of the world’s workforce and 
more than 90% of micro and small enterprises worldwide2. However, informal 
labour poses a threat to the economies of various countries, as it simply hin-
ders their development. Every year, the situation with informal employment 
becomes more complicated, and governments have to think through compre-
hensive and multi-stage steps to overcome this problem and develop a unified 
solution to this problem3.

1	 Orlyk, O.V.: Informal employment of the population as a factor of shadowing and economic 
danger, Journal of Socio-Economic Research, 1(72) 2020, pp. 164-177.
2	 Kulikov, P., Aziukovskyi, O., Vahonova, O., Bondar, O., Akimova, L., Akimov, O.: Post-
war economy of Ukraine: Innovation and investment development project, Economic Affairs 
(New Delhi), 67(5) 2022, pp. 943-959. 
3	 Pyshchulina, O., Yurochko, T.: Institutional environment. Informal labour relations in 
Ukraine: scale, dynamics, consequences, Kyiv, 2019.
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It should also be noted that informality has a dual impact on the labour mar-
ket, which, on the one hand, characterises the flexibility of employment and, 
accordingly, is a kind of shock absorber in the market, while on the other hand, 
the spread of informal, unofficial labour agreements increasingly worsens the 
information of labour legislation and leads to the preservation of unproducti-
ve employment4. The topic of informal employment and informal labour has 
been attracting the attention of many people, from scholars to analysts and 
ordinary participants in labour relations, since its inception. Unlike formal 
labour, informal labour is not sufficiently regulated at the legislative level and 
therefore raises many questions - from the peculiarities of informal labour and 
employment, their boundaries and scope, to the challenges of social protection 
posed by such a spread and further prospects for formalising informal labour. 

There is a wide variety of definitions of informal labour, informal employ-
ment and the informal economy in the scientific literature. Moreover, a com-
mon approach is to identify informal labour with informal employment and to 
consider them in a complex and inseparable manner. In addition, it is worth 
noting that each country develops a comprehensive approach to the definition 
of informal employment that is close to its labour relations, and therefore it is 
expected that the terms used to describe informal employment will differ and 
have a different nature (focus)5. It is also common for the same terms to have 
different meanings in different countries.

In the framework of our study, it is important to note that initially the informal 
economy and informal labour were considered through the prism of relations 
in developing countries. This was due to the presence in these countries of a 
significant stratum of the population that was not involved in the formal labour 
market, and therefore carried out their activities outside the law, thereby crea-
ting their employment system6.

The informal sector is one of the central areas of research of the Internatio-
nal Labour Organization (ILO), the Organisation for Economic Co-operation 
and Development (OECD) and the World Bank (WB). They pay considerable 
attention to this form of employment because it does not actually and legally 
comply with the requirements of the law, in fact, it exists outside the law it-
self and is not regulated by it. Accordingly, it poses a direct threat to formal 

4	 Petrova, I.L., Bliznyuk, V.V.: Ukrainian labour market: imperatives and opportunities for 
change, Kyiv, 2018.
5	 Varha, N. I.: Informal employment of the population: approaches to understanding and 
definition, Grani, 20(6) 2017, pp. 23-27.
6	 Boeke, J.H.: Economics and economic policy of dual societies, American Anthropologist, 
56(6) 1954.
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employment and formal labour, human rights, as well as to the quality and 
sustainable development of the economy of each state. Moreover, in the course 
of such studies, conclusions are drawn regarding the formalisation of informal 
labour and the regulation of such relations between the actual employer and 
the employee.

For further research, it is necessary to refer to the existing definitions, na-
mely «informal employment», «informal economy», «informal labour» and/or 
«undeclared labour», developed by the leading international organisations and 
researchers in this field. Informal (undeclared) labour is essentially a certain 
paid activity that does not contradict the law by its nature but is not declared 
to the state authorities. An important clarification is that it does not include 
criminal activities and activities that do not require notification of public aut-
horities (in particular, running a household for personal needs)7. 

In its documents, the Organisation for Economic Co-operation and Develop-
ment uses the definition of hidden employment, which means labour that by its 
nature is carried out within the framework of the law, but has not been decla-
red in any way to at least one administrative body8. The International Labour 
Organization studies informal labour in the context of the «shadow/informal» 
economy and envisages a transition from the informal economy to the formal 
economy, which entails the formalisation of informal labour. This hypothesis 
is set out in ILO Recommendation No. 2049. According to this document, the 
informal economy involves various activities of employees and individual eco-
nomic units that are not covered by formal norms and are not subject to legal 
regulation under the laws of a particular state.

Since the concepts of «informal employment» and «informal labour» are of-
ten equated or derived from each other in many policy documents, it is worth 
taking a closer examination of the nature of informal employment. In a broad 
sense, informal employment is equated with economic, commercial, financial 
or professional activities that are carried out in violation of the legislation of 
a particular country in terms of non-payment of taxes, concealment of inco-
me, lack of documentation of the number of employees, or concealment of 
production capacities, which affects the amount of output10. According to the 

7	 Kiselyova, O.I., Dotsenko, A.V.: The problem of informal labour relations in Ukraine, 
Legal Scientific Electronic Journal, 4 2021, pp. 326-328. 
8	 OECD Employment Outlook, 2004.
9	 International Labour Organization, Recommendation № 204: Transition from the informal 
to the formal economy, 2015.
10	 Krumplytem, J., Samulevicius, J.: Complex research on undeclared work: theoretical aspects 
and empirical application in Lithuania, Engineering Economics, 21(3) 2010, pp. 283-294.



105

Т. A. Zanfirova, V. V. Kuzmenko, T. P. Yehorova-Lutsenko, O. V. Voytsyshena, A. R. Chernysh: Legal and social aspects ...

«Guidelines for the Statistical Definition of Informal Employment»11, the main 
feature of informal employment is the absence of registration of labour relati-
ons with state authorities or non-compliance with other state requirements for 
the execution of labour contracts.

According to the documents of the State Employment Service of Ukraine, the 
concept of «undeclared labour» is not systematically used, and there are no 
regulations that would contain this definition. However, it is worth noting that 
in Ukraine the informal sector includes business units that are not registered 
under the provisions of the current legislation; repair work and other individual 
housing construction; non-agricultural production for own consumption; acti-
vities of self-employed persons and casual economic activity12.

In this regard, the main purpose of our study is to identify possible ways and 
prospects for formalising informal labour, define legal aspects of formalising 
informal labour, analyse challenges to the social protection of workers in the 
course of such formalisation and improve the current labour legislation to im-
prove the economic situation13. 

2.	 METHODOLOGICAL FRAMEWORK

This study was based on general and special methods of scientific knowledge. 
For a thorough research, the author used the methods of systematic analysis, 
synthesis, comparative legal method, dialectical method, and the method of 
analysis of legal acts. The method of interpretation of legal provisions was also 
used to formulate comprehensive conclusions.

Using the method of systematic analysis, the author processed and studied the 
sources of information related to the chosen topic, including the regulations of 
international organisations, to determine the characteristics of informal (un-
declared) labour, the informal economy, informal employment and the need 
to formalise informal labour. As a result of the systematic analysis, the author 
formulated certain provisions and conclusions regarding the prospects for for-
malising informal labour and also identified the social challenges that subjects 
of informal labour relations will face in the course of such formalisation. 

11	 International Labour Organization: Report of the Conference, 2003. 
12	 Trifonov, M.: Informal employment of the population of Ukraine: Quantitative and 
qualitative dimensions, 2015.
13	 Tsymbal, O.: Undeclared labour in Ukraine: forms of manifestation, scale and measures 
within the labour inspection system, Kyiv, 2017.
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Using the synthesis method, the author forms a general vision of the forma-
lisation of informal labour and improvement of labour legislation with due 
regard for the proposals and conclusions made. Using the comparative legal 
method, the author analyses the legal regulation of informal labour and infor-
mal employment in terms of enshrining the concepts of «informal labour» and 
«informal employment» at the legislative level, as well as the understanding of 
these categories by various international organisations. On this basis, the aut-
hor provides general recommendations for further improvement of the system 
of legal regulation of informal labour relations and their further formalisation. 

The article uses the dialectical method to reveal the content of social challen-
ges faced by both the State and informal workers and employers in the context 
of the formalisation of informal labour. By using the methods of legal docu-
ment analysis and interpretation of legal provisions, the author identifies the 
specific features of informal labour, informal employment and the informal 
economy, which further achieves the stated purpose of our study.

The empirical basis of the study is the international legal acts, EU legal docu-
ments and national regulations taken for analysis. Several foreign and Ukrai-
nian scholars have paid attention to the problems of legal regulation and stan-
dardisation of working conditions of informal workers, including Rodgers14, 
Lipova15, Petrova16, Packar17, Tsymbal18, Williams19, Lansky20, etc.

14	 Rodgers, P.: Evaluating competing theories of informal entrepreneurship: some lessons 
from Ukraine, International Journal of Entrepreneurial Behaviour and Research, 18(5) 2012, 
pp. 528–543.
15	 Lypova, P. et al.: Legal needs of informal employees in Ukraine: causes, consequences, 
possible solutions, Legal Development Network, 2021. 
16	 Petrova I.L.: Social risks of informal employment in Ukraine, Labour Market and 
Employment, 4 2016, pp. 29-32.
17	 Packard, T. Koettl, J., Montenegro, C.E.: In from the shadow: Integrating Europe’s 
informal labour, 2012.
18	 Tsymbal, O. I.: Counteracting informal employment in Ukraine: assessment approaches 
and policy priorities, 2017. 
19	 Williams, C.C.: The changing conceptualisation of informal work in developed economies, 
in: Marcelli, E., Williams, C.C., Joassart, P. (eds.): Informal work in developed Nations, 
Routledge, 2010, pp. 11–33.
20	 Williams, С.С., Lansky, M.А.: Informal employment in developed and developing 
economies: Perspectives and policy responses, International Labour Review, 152(3-4) 2013, 
pp. 355-376.
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3.	 RESULTS AND DISCUSSION

It is worth noting that for quite a long time informal employment (even taking 
into account the risks logically arising from the very definitions of risks) was 
seen as a catalyst for business adaptation to various kinds of changes. But today, 
informal labour is a destabilising factor in the country’s economic sector. More-
over, it carries significant risks due to the insufficient level of response from go-
vernment agencies and the lack of legal regulation of informal labour in general 
due to its nature. That is why there is a need to transform the sphere of informal 
employment and informal labour into formal employment and to further regu-
late such labour. In the course of formalisation, certain risks and social protecti-
on challenges will undoubtedly arise. They always exist alongside development 
prospects. Therefore, it is worth analysing the legal aspects of informal labour 
formalisation in more detail and highlighting its main mechanisms.

In general, the main mechanisms of formalisation are the characteristics of 
the institutional environment and economic growth factors21. These mecha-
nisms have certain differences in their application. For example, economic 
growth factors automatically reduce the percentage of informal employment 
as a consequence of economic growth. Therefore, the main goal is to remove 
any obstacles to economic growth. As for the characteristics of the institutio-
nal environment, they assume that this is not enough22. However, we cannot but 
agree that in most cases, economic growth is the catalyst for the formalisation 
of informal work. Since the increase in the percentage of employment in the 
informal sector is due to the lack of appropriate legal regulation, unsatisfactory 
business climate and hidden wages, the percentage of informal employment 
can be reduced if the following conditions are met reforming formal instituti-
ons and improving the economic policy model in general23.

The following should be noted: international experience of formalising infor-
mal labour shows that strict measures taken by state authorities did not bring 
the desired result, i.e. were ineffective. At the same time, soft measures in the 
form of creating certain stimuli for the transition to formal employment bro-
ught the desired result. This is because strict measures lead to a decrease in 
economic activity without increasing the formal sector of the economy24. 

21	 OECD, Is Informal Normal? Towards More and Better Jobs in Developing Countries, 2009. 
22	 Lypova, P. et al.: Legal needs of informal employees in Ukraine: causes, consequences, 
possible solutions, Legal Development Network, 2021. 
23	 Pyshchulina, O., Yurochko, T.: Institutional environment. Informal labour relations in 
Ukraine: scale, dynamics, consequences, Kyiv, 2019.
24	 Packard, T., Koetti, J., Montenegro, C.E.: In from the shadow: Integrating Europe’s 
informal labour, 2012.
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Therefore, in our view, policies to formalise informal work should be soft and 
incentivising, and therefore include the following response instruments:

−	 Formulation of a comprehensive economic development strategy and its 
implementation - to change the existing model of economic development 
that has led to the growth of informal employment; including the strategy’s 
coverage of the process of improving the business and institutional envi-
ronment, which promotes effective anti-corruption activities and intensive 
creation of more formal employment opportunities;

−	 Modernisation of public administration through the development and im-
plementation of specific step-by-step measures aimed at increasing the trust 
of both employers and employees in the tax authorities and the tax payment 
process itself (based on the principles of equality and impartiality);

−	 Improving the level and quality of public service delivery is an import-
ant factor in increasing the value of formal employment in the eyes of the 
population and in understanding the importance of paying taxes. This is 
reflected in the following - employees and employers should see the result 
of fulfilling their tax obligations in the form of receiving relevant services 
and goods;

−	 Implementation of a set of measures aimed at improving the quality of hu-
man capital of the country’s working population;

−	 Developing a range of measures aimed at informing the population about 
the prospects of formal employment, promoting it and reducing the nega-
tive perception of informal employment. Such measures may include edu-
cational activities on taxation and the direct link between taxes and benefits 
for the population. Explanatory work can be carried out regarding the con-
duct of informal business and criminal liability for non-payment of taxes, 
features of imposing fines for informal employment, etc.25

The state should also take some measures to improve the conditions for small 
and medium-sized businesses and create prospects for attracting investors, 
which will become a springboard for further formalisation of informal labo-
ur with direct benefits for employers and employees. The so-called stimulus 
measures should be administrative in terms of reducing barriers to business 
legalisation or the creation of new businesses and expansion of existing ones26.

25	 Tsymbal, O.: Undeclared labour in Ukraine: forms of manifestation, scale and measures 
within the labour inspection system, Kyiv, 2017.
26	 Gelb, A., Mengistae, T., Ramachandran, V., Shah, M.K.: To formalize or not to formalize? 
Comparisons of microenterprise data from southern and east Africa, CGD Working Paper, 175 
2009. 
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Some studies suggest that the tax burden should be reduced to facilitate the 
rapid formalisation of informal labour, as this step would be a good incentive 
for many enterprises to come out of the shadows. However, such a step may not 
be applicable in all countries, but in economically developed countries27. For 
example, in Ukraine, whose economy is in a very difficult state, the possibili-
ties of using tax instruments to reduce Ukrainian informal employment have 
been virtually exhausted. Therefore, if social contributions from legal busines-
ses continue to decline, this will not lead to an increase in the tax base, but will 
instead lead to a reduction in insurance revenues. And this, in turn, will have a 
significant impact on pensions and the quality of medical services28. 

However, it may be noted that an alternative could be to create conditions whe-
re income disclosure and tax payments are compensated by certain benefits, 
for example, in the field of healthcare, banking or other social services. An 
option for the gradual formalisation of informal labour could be partial lega-
lisation, which means allowing entrepreneurs to have and enjoy the benefits 
of legal status (attracting investors, additional funding from the state through 
targeted programmes, protection mechanisms, etc.) and the benefits of illegal 
status, such as reduced tax burden29.

Based on the above, the following legal and social aspects, approaches and 
mechanisms for formalising informal work can be identified:

−	 Define the concept of «informal labour» at the legislative level, in par-
ticular in the Labour Code, Tax Code, Employment Law, Law on Social 
Insurance in Case of Unemployment, etc., which should cover all types of 
informal labour, areas where it is widespread, the responsibility of informal 
labour relations, and a list of possible penalties. This should be enshrined 
to create a clear understanding of the essence and nature of informal labour 
and the risks for both employers and employees;

−	 Developing an economic development strategy that, in combination with 
the above point, will help reduce the number of workers and employers 
involved in informal employment;

−	 Legal regulation of the so-called freelancing, determination of its scope 
and distribution;

27	 Williams, С.С., Lansky, M.А.: Informal employment in developed and developing 
economies: Perspectives and policy responses, International Labour Review, 152(3-4) 2013, 
pp.  355-376. 
28	 Williams, C.C.: The changing conceptualisation of informal work in developed economies, 
Informal Work In Developed Nations, 2010, pp. 11–33. 
29	 USAID “Leadership in Economic Governance” Program, 2015. 
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−	 Simplifying and reforming administrative and fiscal procedures for compa-
nies to give them an incentive to comply with the law30;

−	 Strengthening cooperation between the relevant structural units of state au-
thorities in terms of detecting violations of labour relations registration or 
payment of tax and insurance payments;

−	 Create a register of organisations that use informal or «shadow» employ-
ment and introduce restrictions on the participation of such organisations in 
public tenders31.

−	 The legal framework should include rules governing the rights and obli-
gations of formalised workers, such as minimum wages, working hours, 
working conditions, leave, protection from discrimination and other as-
pects of employment;

−	 Creating a favourable business environment, including space for entrepre-
neurial activity, simplified business registration procedures, support for 
small businesses and access to financial services;

−	 Promoting an inclusive labour market that provides for equality of oppor-
tunity and rights for all employees. Such a labour market includes mecha-
nisms to reduce barriers to entry into the labour market, adaptation, expand 
access to education and training, promote entrepreneurship and small busi-
ness development, and reduce social inequality32;

−	 Creating favourable conditions for attracting foreign and domestic inves-
tors;

−	 Develop and implement potential opportunities for accessible business ser-
vices, markets, technology and infrastructure;

−	 Coordinate international cooperation mechanisms.

It is also worth analyzing what prospects will be opened for the state, for so-
ciety and the workers themselves within the framework of the formalisation of 
informal work. The following can be attributed to them:

−	 Provision of social protection – primarily health insurance for employees, 
accident insurance, and pension;

30	 Tsymbal, O. I.: Counteracting informal employment in Ukraine: assessment approaches 
and policy priorities, 2017.
31	 Tsymbal, O.: Undeclared labour in Ukraine: forms of manifestation, scale and measures 
within the labour inspection system, Kyiv, 2017.
32	 Rodgers, P.: Evaluating competing theories of informal entrepreneurship: some lessons 
from Ukraine, International Journal of Entrepreneurial Behaviour and Research, 18(5) 2012, 
pp. 528–543.
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−	 Progressive and sustainable economic development of the state - due to the 
transparency of tax payments, the amount of contributions to the budget 
will increase, the tax base will expand, and therefore the economy sector 
will gradually change for the better;

−	 Protection of employees’ rights - the formalisation of informal labour im-
plies legislative protection of employees’ rights. As a general rule, this ap-
plies to the established minimum wage, standardised working hours, the 
right to paid leave, parental leave, study leave, protection from discrimina-
tion, etc.;

−	 Ensuring social justice - this point flows seamlessly from the previous one, 
as it helps to eliminate the problems of exploitation, underpayment and 
illegal working conditions that are often observed in the informal sector33;

−	 Ensure greater transparency in the labour sector and support the fight 
against illegal activities such as tax evasion and illegal employment;

−	 Stimulating the development of human capital - this in turn allows employees 
to access educational courses as part of their upskilling, training and pro-
fessional development, which improves their skills and competencies. Such 
actions will lead to increased productivity and innovation among employees, 
and globally contribute to the development of the economy as a whole;

−	 Creation of a favourable business environment - this perspective is the sim-
plification of the procedures for registering an enterprise, reducing bureau-
cratic administrative barriers and supporting small and medium-sized busi-
nesses. The creation of such an environment contributes to the development 
of the business itself, an increase in the number of jobs, tax revenues and 
improved employment conditions34.

Along with the prospects for formalising informal work, certain social prote-
ction risks are worth discussing in more detail. Social risks are associated with 
the possibility of negative situations with possible losses as a result of adverse 
factors affecting a particular object. Informal employment itself is an area of 
risk, and its formalisation can lead to the disclosure of hidden risks and the 
emergence of new ones35. The following risks in the process of formalising 
informal labour can be identified:

33	 Petrova, I.L.: Social risks of informal employment in Ukraine. Labour Market and 
Employment, 4 2016, pp. 29-32.
34	 Yusuff, O. S.: A theoretical analysis of the concept of informal economy and informality in 
developing countries, European Journal of Social Sciences, 20(4) 2011, pp. 624–636.
35	 Petrova, I.L., Bliznyuk, V.V.: Ukrainian labour market: imperatives and opportunities for 
change, Kyiv, 2018. 
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−	 Lack of financial sustainability and stability - formalisation may place a 
financial burden on both employees and employers. Under the new for-
malised status, employers will be obliged to pay social contributions and 
taxes, which will increase costs. At the same time, employees may receive 
significantly lower wages, as employers will have to deduct the amount of 
taxes from the already official salary;

−	 Mandatory access to social protection - may include reform of social pro-
grammes and systems to ensure participation of formalised workers and 
their entitlement to benefits such as health insurance, pensions, etc.;

−	 Compliance with social protection standards - setting minimum wages, 
working hours and other parameters can be a challenge, especially in sec-
tors where workers have different skill levels and perform a variety of jobs;

−	 Creation of mechanisms for employers to provide social protection - es-
tablishment of administration systems capable of tracking employer and 
employee contributions, monitoring compliance with social protection re-
quirements, and ensuring timely and fair payments of benefits and support;

−	 Risk management - consists of the development of risk reduction strategies 
for employees and employers, including protection against job loss, and 
payment of compensation in case of temporary unemployment.

Within the framework of the study, we are also forced to state the fact that 
despite all attempts, opportunities, and proposals, it is a priori impossible to 
completely eradicate informal labour. Its percentage can be reduced, undou-
btedly, taking into account the above arguments. The problem lies in the policy 
and capacity of the state itself, its economic development, political and legal 
aspects, and the ability to allocate significant funding to address informal em-
ployment issues. In fact, formalisation itself significantly increases costs for 
the enterprise and for consumers of its services or goods, which significantly 
reduces supply and demand. Undoubtedly, the formalisation of informal labo-
ur will bear fruit in the long run, but it requires considerable effort, funding, 
legislative intellectual activity and global study of this issue.

4.	 CONCLUSION

The formalisation of informal work requires a systematic approach and in-depth 
analysis of the nature of informality. In addition to the existing perspectives - en-
suring social protection, progressive and sustainable economic development of the 
state, protection of workers’ rights, ensuring social justice, ensuring greater tran-
sparency in the labour sphere and supporting the fight against illegal activities such 
as tax evasion and illegal employment, stimulating human capital development, 
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and creating a favourable business environment - there are several social challen-
ges. Social protection challenges in the course of formalising informal work inc-
lude the lack of financial sustainability and stability, mandatory access to social 
protection, compliance with social protection standards, the establishment of mec-
hanisms for employers to provide social protection, and risk management.

Government agencies have some tasks to limit informality. For example, it is 
the restriction and reduction of the scope of informal employment, since it is a 
priori impossible to completely rid the labour market of informal labour. The-
refore, first of all, it is necessary to think over a detailed and long-term stra-
tegy for the economic development of the state, which will be different from 
the existing one, which will lead to the growth of informal labour. The public 
administration system needs to be modernised to increase the level of public 
trust in the state authorities, including employers and employees. 

A logical extension is to improve the level and quality of public services, as this 
is an important factor in increasing the value of formal employment in the eyes 
of the population and in understanding the importance of paying taxes. Em-
ployees and employers will see the result of fulfilling their tax obligations in 
the form of receiving relevant services and goods. Several measures should be 
taken to familiarise the population with the prospects of formal employment, 
to promote it and to increase the negative perception of informal employment. 
For example, such measures could include educational activities in taxation 
and the direct link between taxes and benefits for the population. There may be 
explanatory work on running informal businesses and criminal liability for tax 
evasion, as well as on the specifics of imposing fines for informal employment.

In the global aspect, the economic policy model as a whole should be fully im-
proved and all the problematic aspects should be worked out. Without a doubt, 
informal work will expand to new horizons, attracting potential employers and 
employees with certain benefits, mostly financial. It is very difficult to refuse 
them because the current economic situation not only in Ukraine but also aro-
und the world leaves much to be desired. Both at the international and national 
level, responsible authorities should consider a set of actions and measures that 
will first stop the spread of informal labour and then promote its formalisation. 
Such measures should be soft and gradual and include certain incentives for 
employers and employees. 

The formalisation of informal labour should be more voluntary, but with manda-
tory legal regulation, to accelerate economic progress, not stop it. The peculiari-
ties of the labour markets of different countries should be taken into account in 
general and separately. This should be done to develop effective procedures for 
formalising informal labour and introducing the experience of countries where 
this is more successful to those that are only at the initial stages.
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