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EXECUTIVE SUMMARY

1. Following up on the information paper presented in December 2004, the purpose of this paper

isbring to the AEG afuller paper on issue 32, the treetment of the informal sector in the 1993 SNA,
Rev. 1, including aplan for the work to be undertaken before October 2006. The main focus of the
work ahead, within an envisaged collaborative effort, isto develop anew chapter for the 1993 SNA,

Rev. 1 that eaborates the concept and measurement of the informal sector within the nationa accounts

framework.
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2. The current SNA treats the informa sector in Chapter 1V (paragraph 4.159) under the
subheading The household sector and its sub-sectors (S14). It introduces the concept of the informal
sector and makes reference to the guiddines developed by the Internationa Labour Organization (ILO)
on employment in the informa sector, an extract of which isreproduced in the Annex to Chapter [ V.
(Resolution of the 15" International Conference of Labour Statisticians (ICLS) concerning statistics of
employment in the informal sector, January 1993.) Other than this Annex, there is no methodological
recommendation per se on the informa sector in the 1993 SNA.

3. The 1993 SNA, in Perspectives of the 1993 SNA: Looking Back and Looking Ahead (page
xliii), indicated that the topic is on the nationa accounting research agenda to support continued
collaboration with the ILO, which is the lead agency for thiswork.

4, The paper has four parts. The firgt part confirms why the informa sector is an important issue
for the Update of the 1993 SNA, mentioning the policy rdevance of the informd sector and the
substantial devel opments related to the topic since 1993. The second part of the paper attempts to
identify the differences between the ICLS concepts of informa sector and informa employment, on the
one hand, and the SNA framework, on the other hand. While the paper focuses on differences, it
should be understood that they are being discussed with the substantid amount of common ground asa
backdrop.

The third part presents an annotated outline of what a chapter in the 1993 SNA, Rev. 1 about the
informal sector might look like, pending the results of the work to be pursued with the ILO and Delhi
Group. The fourth part presents key aspects of awork plan for the next nine months, with the target of
including the recommendations about the informa sector in the consolidated recommendations that go
to the Statisticd Commission in March 2007.

PART 1. THE CONTEXT FOR DISCUSSION OF THE INFORMAL SECTOR IN THE
SNA UPDATE

The Informa Sector: Calsfor Statisticd Guiddines

5. Theinforma sector represents a substantia portion of economic activity, epecidly in
developing and trangition countries. The contribution of the informa sector to non agriculturd
GDP has been estimated at 27 percent for Northern Africa, 41 percent for Sub-Saharan
Africa, 29 percent for Latin America, and 31 percent for Asia.? The sector has not only grown
in recent decades, but has emerged in new guises and unexpected places in the wake of
industria restructuring, globdization, and financid crises. It isof high policy interest in many
parts of theworld. Firg, it islinked directly and indirectly to the main development objectives
such asincreased income, job creation and reduction of poverty. Second, the informal sector’s
characteridtics are key factors in designing and monitoring targeted support and assistance
programs.

? Based on selected country estimates; table 2.8 and the accompanying box in 1LO, Women and Men in the Informal
Economy: A Satitical Picture,2002.
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6. Againg the backdrop, there has been a continuous demand for more and better Statistical
guidance on the measurement of the informa section. One result of this demand was the inclusion of this
issue among the 44 issues for updating of the 1993 SNA. The Statisticd Commission in 1999,
approving the updating of the 1993 SNA, proposed “further work on. . .exhaustivenessmeasurement of
the non-observed economy,” which includes the informa sector (document E/1999/24, paragraph

18.d). Furthermore, the Statistical Commission in 2004 called for collaboration between UNSD and the
Ddhi Group in preparing a recommendation on the informal sector for the 1993 SNA updating
(document E/2004/24, paragraph 16.€).

7. Further, amgjor development account project has been approved by the United Nations
Department of Socid and Economic Affairs, to be led by UNESCAP, to improve gatistics on the
informa sector. It would be important to have an up-to-date and fully elaborated set of guidance on the
informal sector within an SNA framework to be drawn upon for this project.

8. Findly, a new manud, Surveys of Informal Sector and Informal Employment, isbeing
prepared by the ILO in cooperation with members of the Delhi Group (with funding from ILO and the
Government of India). The manua will have a chapter on the uses of informa sector data for national
accounting purposes. It would be useful to exploit the synergies between this manua and the discussion
of theinformal sector inthe 1993 SNA, Rev. 1.

Developments Since 1993

9. Since the publication of the 1993 SNA, sgnificant advancesin methodology have taken placein
fiddsrdated to the informa sector. Also, countries have gained extensive experiencein collecting and
working with data on the informa sector. These developments, which are highlighted below, suggest
that thereis abody of work to be taken into account in updating the treatment of the informal sector in
the SNA.

The proceedings and papers of the meetings of the Delhi Group on Informa Sector Statistics,
beginning in 1997, contain the results of extensive conceptua and andytica work, including
country practicesin the area of the informal sector.

The United Nations handbook Household Accounting: Experiencein Concepts and
Compilation, Volume 1: Household Sector Accounts(UN, 2000), the product of a 1997
expert group, contains papers on various aspects of the treetment and measurement of the
informal sector. The chapter “The informa sector as part of the household sector” is of
particular interest.

The results of the work started by Eurostet in the mid-1990s and carried out through its Task
Force for Accuracy Assessment of Basic datain European Union member countries and the
related pilot tests conducted in candidate countries reveaed the extent of exhaustiveness
adjustments and their implications for the vaue of the GDP.

Research on gatigticd methods for improving the exhaustiveness of measures of economic
production lead to the preparation by OECD, IMF, ILO, and CISSTAT of the
handbook Measuring the Non-observed Economy (OECD, 2002). The handbook’s
chapter on informal sector production provides a core definition, clarifies the distinctions
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between informal sector production and concepts with which it is often confused, and
outlines the main methods for measuremen.

The results of asurvey of country practices in 29 countries are summarized in the 2003
UNECE survey Non-observed Economy in National Accounts.

The ILO daborated the concept of informa employment as a companion to the concept of
employment in the informal sector, and the conceptua framework was endorsed by the 17%
ICLSin 2003.

Over the decade, a number of workshops with afocus on the informal sector were held,
organized Sngly or jointly by UNSD, the regiond commissions, ILO, and others. The most
recent of these wasthe OECD/UNESCAP/ADB Workshop on Assessing and Improving
Statistica Quality: Measuring the Non observed Economy, held in Bangkok in May 2004. It
contributed further to defining the non observed economy (and within it the informal sector) and
its measurement framework.

Theinformal sector in the Update process

10. A paper for information was presented to the AEG at its December 2004 mesting
(SNA/M2.04/12). The AEG confirmed the importance of the informa sector especiadly for developing
countries. It indicated that coverage of the informal sector needs to be closely defined and its relation to
other andytical congtructs made explicit. Extended text in Rev. 1 should cover these points and make
reference to household production and satellite accounts.

11 During 2005, UNSD discussed an evolving series of papers at the regiona meetings organized
with UNESCAP (April), UNECLAC (October), and UNECA (November) and prepared a paper for
the 2005 meeting of the Delhi Group? At the UNECA meeting, for example, the report noted thet all
the countries represented emphasized the importance of the informa sector to the economy. The
discussion brought out that while countries gppreciated the flexibility of adgpting the definition to their
own circumstances they also would like to have guidance on how to prepare more internationaly
comparable estimates of the informa sector.

12. In conclusion, the calls for gatistica guidance and the developments since the 1993 SNA with
respect to the measurement of the informal sector set the context within which a consensus will be
sought on an updated trestment of the informal sector in the 1993 SNA, Rev. 1.

(i) Do members of the AEG confirm that there are strong reasons why guidance on the trestment
of the informal sector should be added to the updated 1993 SNA?

(i) Do members of the AEG agree that there seems to be a substantia body of methodologica
literature and of practica experience available to serve as afoundation on which to prepare
guidance on the trestment of the informa sector within the nationa accounts framework?

$ UNSD al'so set up an EDG on the informal sector. No contributions were received.
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(i)  Can AEG members recommend any other sources to be consulted, or do they commend any in
particular of those mentioned?

PART Il. THE DEFINITION OF THE INFORMAL SECTOR

13. With its resolution on employment in the informa sector, the 151" ICL S (1993) provided an
international Statistical definition of a grouping of household enterprises in recognition of their importance
in cregting employment and income for househol ds owning and operating them. Various consderations
were taken into account when formulating the definition of this grouping, termed the informa sector and
characterized by production units with low leve of organization, little or no division of factors of
production, of smal scae, and little or no contractua arrangements with forma guarantees. These
condderationsincluded (i) the policy rdevance of the resulting Statistics, (i) the identification of a
homogenous group of enterprises with Smilar economic objectives and behavior, (iii) practical data
collection aspects, (iv) nationd legidation on regigtration of enterprises and labor, and (v) nationa
accounts requirements based on the then-emerging 1993 SNA

14. Subsequently, asthe ILO assisted countries, practical experience accumulated in the collection,
andyss and dissemination of statistics on the informal sector. Building on that experience, the 17th
ICLS (2003) introduced the concept informa employment to complement the concept of the informal
sector, both within the framework of the informa economy. In formulating the concept of informal
employment, the importance of consgstency and coherence was emphasized in relating the enter prise-
based concept of the informal sector to ajob-based concept of informal employment.

15.  With the point of view that the SNA is the overarching statistical framework for economic
gatistics, this part of the paper attempts to identify the differences between the ICL S concepts of
informal sector and informa employment, on the one hand, and the SNA framework, on the other hand.
These differences, which have been identified in various papers and publications of the ILO and Delhi
Group, appear to be about terminology, segmenting the economy, concept of market production and
production for own fina use, and universe of household enterprises.

16.  The comparisons presented in this part of the paper should be viewed astentative. It is
expected that they will be refined and further elaborated during 2006 in collaboration with the ILO, the
Dehi Group, and members of the AEG. At aminimum, they should result in a comprehensive
formulation of the differences between the ICL S concepts and SNA framework for inclusion in the
1993 SNA, Rev. 1 asan ad to their users. However, if differences can be narrowed, both the national
and internationdl reporting of nationa accounts Statistics and of statigtics on employment in the informal
sector and informa employment stand to gain. They could benefit from possibilities of closer integration
of data collection and andytica use aswell asimprove in quaity as aresult of cross checks.

17.  Aninitid set of questions rlated to these differences gppears in the sections of this part of the
paper in which they are discussed.
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The ICLS Definition of the Informa Sector: Key Features

18.  Asnoted in Part 1, the 1993 SNA, as an annex to chapter 4, included extracts from the
resolution of the 15" ICLS. To facilitate discussion of this part of the paper, key features of the
definition are summarized in Box 1.

Box 1. Key Features of the Informal sector as defined by 15" ICLS

1. The 15th ICLS definition of informal sector starts with the enterprise-based criterion of legal status.
This criterion identifies household enterprises by excluding enterprises that are incorporated as separate
legd entities independent from their owners and do have complete sets of accounts, including balance
sheets. By extension, this criterion excludes quasi-corporations and all legal production entities, such as
corporations, cooperatives, limited liability partnerships, non-profit institutions and government units that are
set up for purposes of engaging in production and that are recognized by law as legal units separate from
their owners.

These household enterprises are those owned by one or severa individuals of the same household or
owned jointly with other households.

2. The ICLS then separates household enterprises with employment by two types of employment:

€)] Own-account enterprises: household unincorporated enterprises with own account
owners/workers that do not employ employees on a continuous basis.

(b) Enterprises of employers: household unincorporated enterprises that employ one or more
employees on a continuous basis.

3. To define the informal sector enterprises within household enterprises with employment, the ICLS
uses two additional enterprise-based criteria:
(a) Market production: All or at least some of the goods or services produced are meant for
sale and barter and thereby excluding production of goods and services exclusively carried out for
own final use.

(b Sze and/or registration: Sze of employment should be under a nationally determined
threshold and/or non-registration of the units or non-registration of employees under factories or
commercial acts, tax or social security laws, professional groups' regulatory acts, or similar acts,
laws or regulations established by national legislative bodies.

Note: Additiona kind-of-economic- activity criteria ded with specid cases.

when the same word is being used in different ways, in some sense these differences are the easiest to
ded with.

19. It is useful to begin with terminologica differences. Although it is not dways easy to recognize
when the same word is being used in different ways, in some sense these differences are the easiest to
dedl with.

20.  Theinforma sector according to the 15" ICLS is an enterprise- based concept defined in
terms of certain types of household enterprises. When the concept was introduced in the 1993
SNA, it was not explained thet the use of the word “sector” in this context did not precisely match
the definition of the term in the nationa accounts framework. The ICLS concept is built around
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production, income and employment and thereby mainly on the eements of the production account.
In contrast, the SNA concept of sector refers to the presentation of a complete set of accounts of
production, income, accumulation and balance sheets, and for the household sector the role of
consumption is crucd.

21.  Theword “informa” has aso been a source of misunderstanding and confusion. It can refer to
data collection practices with regards to the exhaugtiveness of the measurement of GDP aswell as a unit
of production with specific characteristics. Moreover, it is likely that the libera reference to the term
informal sector led to the view that it implied aformak-informal sector digtinction between household
enterprises.

22.  Inthe mapping of theinforma economy, the 171" ICL S used a three-way breakdown of
production units by type: “forma sector enterprises,” “informa sector enterprises’ and “households,”
where households were identified as producers of goods for own fina use or as employers of paid
domestic workers. The word “households’ has a broader meaning in the nationa accounts framework.
In the nationa accounts framework, the term not only refers to households as producers but dso as
consumers, lenders and borrowers, and so on. Also, the nationa accounts framework encompasses a
broader range of household production units. (Seetable 1.)

Table 1. Typology of Production Unitsin the 1993 SNA and 17" ICLS
1993 SNA: 17" ICLS:
Enterprises by institutional sector Production units by type
Non-financid and financid corporations,
generd government, NPIs serving households  Formal sector enterprises
Household enterprises as
Households market producers

Informal sector enterprises

Household enterprisesas Households (as producers of goods for
producersfor ownfina  own find use or as employers of pad
use domestic workers)

23. Findly, the use of the word “formd” in the ICLS term “formal sector enterprises’ may lead to
misunderstandings between the |abor statistician and the nationa accountant. The latter consider the
forma ssgment of the enterprises to be confined to indtitutiond sectors other than the household sector.
An example may be useful. In Europe, many farms and restaurants are unincorporated and do not have
afull sat of accounts, yet they are registered under nationd legidation. Under the ICL S definition they
would be formd enterprises. In contrag, in the SNA framework, they would fal in the household
sector, not in one of the ingtitutional sectors that may be seen as“formal.”

(iv) Should the meanings of “sector,” “informa,” *“households,” and “forma” used by the ICLS be
explained in the updated SNA aong side the normal SNA usage of these terms?
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Differences between ICLS and SNA in Segmenting the Economy

24. Intheinterest of greater relevance for analysis and policy making, the ICLS definition of the
informa sector ddiberatdy did not comprise the full universe of production units in the household
sector. Rather, it firgt identified two segments in the household sector based on two types of household
enterprises by type of employment:  own account enterprises and enter prises of employers. Within
these segments, as will be explained in the next section, additiond criteriawere then used to identify
informal sector enterprises. These criteria relate to market production, size and/or registration under
nationd legidation, and kind of economic activity (to ded with specid cases). The informa own-
account enterprises and enterprises of informal employers congtitute the informal sector enterprises,
shaded in the table below.

Table 2. Household Enterprises: Informa Sector Enterprises and Other Household Enterprises, by
Type of Employment

Informal own-account Other ownaccount Own-account enterprises
enterprises enterprises
Enterprisesof informal Other enterprises of Enterprises of employers
employers employers
Informal sector enterprises | Other household enterprises

Source: Measuring the Non-observed Economy: A Handbook, paragraph 10.15

25.  Theframework for theinforma employment, as accepted by the 17" ICLS, led to further
segmentation of household enterprises. Three segmentswere identified: forma sector enterprises,
informal sector enterprises and households. These by-type-of enterprise characteristics were combined
with by-type-of-job characterigtics to create amatrix that provided amapping of employment in the
informa economy, where the informal economy is seen as comprising both employment in the informa
sector and informal employment outside the informal sector. (See Figure 1)

26.  Without being exhaugtive, two aspects of the segmentation applied in the concepts of informa
sector and informal economy may be highlighted. Firg, it is noted in Measuring the Non-observed
Economy: A Handbook (paragraph 10.18), that the criterion of non-regidtration of enterprisesin many
countries could coincide with lack of legd identity and lack of complete set of accounts.* Thiswould
seem to suggest that it would be worth exploring whether there are possibilities of digning more closdy
the ICLS criterion and the SNA criterion for segmenting enterprises.

* Registration refers to specific forms of national legjidation. The legislation referenced includes factories and commercid acts,
tax and socid security laws, professiond groups' regulatory acts, and sSimilar acts, laws or regulations established by national
legidative bodies. Regulations enacted by loca authorities for the purpose of obtaining atrade license or a permit to operate a
business are excluded from the criterion (Measuring the Non-observed Economy: A Handbook, paragraph 10.18).
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Figure 1. A Conceptual Framework: The Informal Economy
Jobs by status in employment
Production Contributing Members of
units Ow n-account Employers family Employees producers’
by type w orkers workers cooperatives
Informal Informal Formal Informal Informal Formal | Informal Formal
Formal
sector 1 2
enterprises
Informal
sector 3 6 7
enterprises
Households 9 10

@ As defined by the Fifteenth International Conference of Labour Statisticians in 1993 (see box on 1993 ICLS definition of informal sector)
 Households producing goods for their own final use and households employing domestic workers.

Dark grey cells refer to jobs that by definition do not exist in the type of production unit in question. Light grey
cells refer to jobs which exist in the type of production unit in question but which are not relevant to our
concerns. The unshaded cells are the focus of our concern — they refer to types of jobs that represent the
different segments of the informal economy.

Cells 1 and 5: Contributing family workers: no contract of employment and no legal or social p protection
arising from the job, in formal enterprises (cell 1) or informal enterprises (cell 5). (Contributing family
workers with a contract of employment, wage, social protection, etc. would be considered employees in
formal employment).

Cells 2 and 6 : Employees who have informal jobs whether employed by formal enterprises (cell 2) or
informal enterprises (cell 6).

Cells 3and 4: Own-account workers (cell 3) and employers (cell 4) who have their own inform a |
enterprises. The informal nature of their jobs follows directly from the characteristics of the enterprise they
own.

Cell 7 : Employees working in informal enterprises but having formal jobs. (This may occur, for example,
when enterprises are defined as informal using size as the only criterion).

Cell 8: Members of informal producers’ cooperatives.

Cell 9: Producers of goods for own final use by their household (e.g. subsistence farming).

Cell 10: Paid domestic workers employed by households in informal jobs.

Source: ILO, Decent Work and the Informal Economy Report VI, International Labour Conference, 90th Session, (Geneva 2002).

27. Second, given the objective of measuring informa employment and employment in the informda
sector, the two ICLS concepts refer only to production units that engage labor as input in their
production of goods and services. This holds whether or not the production is for own find use.
Clarification may be suggested to make explicit that these units do not condtitute the complete universe
of household production unitsin the nationa accounts framework; the nationa accounts framework aso
includes owner-occupied dwdlings, trusts and other funds.

V) Does the AEG agree that the updated SNA should describe the differences between the ICLS
and SNA definitions of the types of production units and where possible reconcile the
differences?
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Differences between ICLS and SNA in the Use of Enterprise-based Criteria

28.  Asoutlined in Box 1, the ICLS definition of informal sector starts with the application of alegd
datus criterion. This enterprise-based criterion relates to whether or not the household enterpriseis
recognizable as independent of its owners and whether or not it has a complete set of accounts. To be
considered as part of the informa sector, the household enterprise would not be independent of its
owner and would not have a complete set of accounts. This criterion is thus consgtent with the SNA
concept of a unincorporated enterprise in the household sector.

29.  ThelCLS then separates household enterprises that employ labor by type of employment:

(i) own account enterprises and (ii) enterprises of employers. Subsequently, the informal sector
enterprises are selected from this universe of household enterprises based on three enterprise-based
criteria: (i) market production, and (ii) size of employment and/or non-registration of the production unit
or non-registration of employees and (iii) kind of economic activity (to ded with specid cases).

30.  Onthe criterion of market production, there are differences. The SNA defines market
producers asthosethat sell most or all of ther production on the market a economicdly significant
prices. In contrast, the ICLS uses the phrase some or all. Initsconsiderations, the ICLS created a
clear ditinction between household unincorporated enterprises thet are exclusvely engaged in the
production of goods for own find consumption or own fixed capital formation from those enterprises
that produce for the market. With the units producing housing services from owner-occupied dwelings
dready excluded from the ICLS universe of ownaccount enterprises and enterprises of employers
because they do not employ Iabor, the remaining own account producers are households exclusively
producing goods for their own find use and services for own find use with domestic Saff as employees.

3L In the SNA framework, the definitions of market production, production for own fina use and
other non-market production are applied consistently in terms of most or all of the goods and services
produced. Moreover, this digtinction between the different types of producersis used consistently
across the ingitutiona sectors and consdered as a criterion for the classification of a production unit by
inditutional sector when it meets the requirements as indtitutional sector unit.

32.  ThelCLSdefinition of market producers broadens the universe of household enterprises with
market production as compared to the SNA. If the SNA definition of market production had been
gpplied, the undesirable outcome would have been that alarge segment of the household enterprisesin
many countries would have been classified as producers for own fina use and therefore excluded from
the informa sector.

33.  Onpractica grounds, the ICLS definition of market producers has an advantage. Among
household enterprises that do not maintain accounts and are characterized by usng minor amounts of
financid, produced and non produced assets, some or all of the products sold on the market at
economicaly sgnificant pricesis afar better operationa criterion for data collection than most or all.
Gauging“mogt” requires amore refined judgment than gauging “any.”
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34.  Conddering the conceptuad and practical advantages of the ICLS definition of market
producers, it may be suggested to provide guidance in the updated SNA on the gpplication of the ICLS
definition of market producers (it is not suggested or implied to change the SNA definition of market
producers). Two options may be considered. Option 1: to present the interpretation of the ICLS
concept of market producersin the core of household production account of the SNA; or option 2: to
present the ICLS concept of market producers in a supplementary presentation of the household
production account to be recommended for countries for which the ICLS concept of market producers
has relevance.

(vij Do AEG members agree that there are advantagesto the ICLS “some or dl” criterion in
identifying market producers? If so, could it be developed as an gpplication for andyticd and
policy oriented purposes? Which option is preferred—in the core household production
account or in asupplementary presentation?

35.  Under both options and applying the dements of the ICLS concept of informa sector, the
universe of the household enterprisesin the SNA could be divided into (i) household enterprises with
employment and (ii) household enterprises without employment (i.e. owner-occupied dwdling units).
Subsequently, the household enterprises with employment could be divided into (i) enterpriseswith
market production and (ii) enterprises with production for own find use. With the application of the
criterion on employment and/or nontregistration, the household enterprises with market production
could be divided into (i) informal sector enterprises and (i) other household enterprises. In summary:

Household enterprises with employment

Enterprises with market production

Informa sector enterprises

Other household enterprises

Enterprises with only production for own fina use
Household enterprises without employment

Variations on this ssgmentation of the household production account could also be worked out.

36. As mentioned, the main objective of dternative ssgmentation would be to arrive a
macroeconomic contributions in terms of employment and income from household production for those
countries for which these macroeconomic indicators are relevant as officia national accounts atistics.

37. In this context, it should be noted that the gpplication of the criterion on size of employment
and/or non-regigtration for identifying an informa sector enterprise helpsidentify the sub-universe of
household enterprises that are small and non-registered. However, as mentioned in paragraph 29, there
are reasons to believe that it would beworth exploring where there are possibilities of aligning more
closgly the ICLS criterion and the SNA criterion.

38. When the ICLS included the size and/or non-regidtration criterion, it was understood that
it meant that the emphasis was not on seeking comparability across countries. Rather, emphasis
was on providing flexibility to the informal sector as an andytica and political concept

according to nationa procedures, legidation and data collection practices. Experience has shown
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thet indeed the variety of gpplications of this criterion does hamper international comparability.
The third meeting of the Delhi Group (1999) considered this situation and made a set of
recommendations about a subset of informa sector data that might be defined uniformly. Further
andyses of country experiences might provide directions that could be explored to narrow down
the options of the criterion on “size and/or non regitration.”

(viii  What are the views of the AEG on the question of comparakility? Should further attempis be
made, working with ILO and the Delhi Group, to identify groupings of household enterprises,
including the informal sector, in the SNA household production account that have a grester
degree of internationa comparability, especidly to facilitate the preparation of macroeconomic
indicators on household production that are internationaly comparable and consistent with the
SNA?

Differences between ICLS and SNA in the Universes of Household Enterprises

39.  Asmentioned in paragraph 30, the ICLS universe is taken from the universe of household
unincorporated enterprises that use labor inputs in the production process, this latter being most relevant
for analysis and policy making on employment crestion and socia protection. Consequently, household
enterprisesin the SNA universe that have no labor inputs in the production process, mainly owner-
occupied dwellings producing housing services for own find use, are excluded from the ICLS universe.

40.  Theresolution of the 15th ICLS aso refers to trestment of specid cases. An option was given
in that resolution to include or exclude services produced for own find use with paid domestic seff as
employees depending on nationd circumstances. In order to be consistent to the principle of excluding
sarvices for own use in the informa sector concept, the decision of 17th ICLS supersedes the decison
of the 15th by excluding the units that produce services for own find use with paid domestic saff as
employeses.

41.  Moreover, for practica reasons, the ICL S proposed to limit the scope of economic activities of
theinforma sector to household enterprises engaged in nor agriculturd activities whether taking placein
the geographical areas designated as urban or rurd aress. The ICL'S recommended measuring
agricultura and related activities separately because the sheer number of units would require a
considerable expangion of survey operations and thus cost. Moreover, many countries with alarge
agricultura sector cover those units that meet the criteria through agriculturd surveys rather than through
separate informal sector surveys. However, non-agricultura activities undertaken as secondary activities
by units principaly engaged in agricultural and related activities should be covered by informa sector
urveys.

42.  The 15" |CLS discusses outworkers. These persons were defined (asin the SNA) as persons
who agree to work for a particular enterprise, or to supply a certain quantity of goods and servicesto a
particular enterprises, by prior arrangement or contract with that enterprises, but whose place of work is
not within any of the establishments that make up that enterprise. Outworkers should be included in the
informal sector if the production units which they condtitute as salf-employed persons or for which they
work as employees meet the enterprise-based criteria
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43.  Smilarly, mobile (without afixed location) units such as street vendors and hawkers should be
included in the informa sector if they meet the criteria of the informal sector.

44, From the descriptions of the treatment of the various specia casesin the ICLS informal sector
concept, it should be concluded that the application of the informal sector concept is directed to non
agricultura activities producing market production. This market production could be undertaken as
primary or secondary activity in both urban and rural aress.

(vii)  Should a bridge table be developed, in coordination with the ILO and Delhi Group, between
the informal sector specid cases and their SNA counterparts for inclusion in the updated SNA?

PART I11. OUTLINE OF A CHAPTER ON THE INFORMAL SECTOR FOR REV. 1: A
DISCUSSION DRAFT

45.  Asthis paper was being written, the ISWGNA concluded that a chapter should be devoted to
an expanded discussion of theinforma sector inthe 1993 SN A, Rev. 1. Document
ECE/CES/GE.20/2006/8/Add.1 presents an annotated outline of what might be included in such a
chapter. The materid to be included, like that on severd other topics (for example, measurement of
capital services within an integrated framework) would aim to srike a balance. The SNA is not meant to
include everything that might be useful to any party concerned, but the assumption is made that there is
need for fuller guidance and discussion.

46.  The draft annotated outline is meant to indicate the topics that might be covered and something
about the materia that might be brought in. The outline doesnot am at origindity; it draws liberdly on
exiging materid. It ismeant asa point of departure for discussion at the AEG, and then with the AEG's
comments, to be discussed with the Delhi Group and the ILO.

47.  With the above congderations about the draft annotated outlinein mind, the AEG may wish to
comment on the fallowing points:

(ix)  Arethere rdevant topics that are missng from the outline?

) What are the views of the AEG members about the approach of tracing the evolution of the

subject, as aframe within which to explain differencesin terminology and differing andytica
needs?

(xi)  What are the views of the AEG members about the balance struck between being too much and
too little?

PART IV. WORK PLAN

48.  Asnoted earlier, it is essentid that work to expand the discussion of the informa sector
inthe 1993 SNA, Rev. 1 be undertaken in collaboration with the ILO and the Ddhi Group. Man
elements of awork plan arelisted below. They are being discussed with ILO and the Delhi
Group asthis paper is being written; an update will be brought to the AEG at the Frankfurt
meeting. The god of these elements, taken together, isto be able to include a recommendation
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about the treatment of the informa sector in the set of consolidated recommendations that isto
be sent to the Statisticad Commission for its gpproval in March 2007.

A smdl sub-group of the AEG will be set up to provide informa [pun intended] advice and to
review progress from time to time. The whole of the AEG will be kept informed at appropriate
milestones.

The Project Manager, UNSD, or both will participate in the early 2006 meeting of the Delhi
Group.

Work sessions with the ILO will be scheduled for April, June, and possibly September, with
UNSD and the Project Manager taking an active role.

The ISWGNA, Project Manager, and Editor will consider a consultant to draft the proposed
chapter, following the annotated outline that evolves from the advice from the AEG, the Delhi
Group, and the ILO.

49.  Theviewsof the AEG about thiswork plan, as updated at the Frankfurt meeting, would be
welcome.

(i)  Arethere AEG members who would like to volunteer for the sub-group to be set up to provide
advice and review progress on the development of arecommendation on the informal sector?

(di)  Are there forums—groups or meetings—in addition to the Dehi Group whose views should be
sought or that can be used to test preliminary proposds?
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