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UNDECLARED WORK IN UKRAINE:
EVIDENCE FROM THE 2020 STUDENT SURVEY

This paper presents the results of the first of its kind survey on the undeclared work in Ukraine, performed
by the students of the National University of Kyiv-Mohyla Academy. This is a pilot study based on
133 observations collected in March-April of 2020 in Ukraine. The sample mostly consists of young
individuals residing in urban areas, single, without children, and more females as compared to males. To
work undeclared means to have any paid activities that are lawful but not declared to the public authorities.
The paper discusses who works undeclared in Ukraine, the educational attainment, the employment status
and the economic activity of undeclared workers. Almost half of the respondents estimate the share of the
population of Ukraine who perform undeclared work at the level of 43 per cent. Almost all admit knowing
other undeclared workers. The risk of being detected for undeclared work is perceived to be low by almost
half of the interviewees. The most popular undeclared activities are tutoring, sales, marketing, working as
a waiter/waitress, an analyst, an employee in consultancy and construction. The income from formal work
is observed to be lower than from undeclared work. The mean net income for formal work is under
UAH 5,000 per month, while the mean net income for undeclared work is between UAH 5,000-10,000. The
most common reasons for performing undeclared work are willingness to earn more, easiness to find a job,
and avoiding paying taxes. Finally, the paper presents the list of recommendations to tackle the undeclared
work in Ukraine, the most popular of which were as follow: to reduce the income tax, to increase fines for
undeclared work, to introduce penalties for undeclared work not only for employers but also to employees,

to strengthen administrative responsibility of employers, and to ease the tax system.
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Introduction and research  problem.
Undeclared work is of concern for countries,
governments, and individuals because for rational
economic agents in the long-run period its payoff is
smaller than the gain. To work undeclared means to
have at least one paid work activity that is not
declared to public authorities, to say it simply, taxes
are not paid, or the business is not officially
registered, or part of the salary is paid in the
envelope. Undeclared work is defined as “any paid
activities that are lawful as regards their nature but
not declared to the public authorities, taking into
account the differences in the regulatory systems of
the countries” (Williams et al., 2017).

This definition encapsulated the undeclared
work (ILO, 2018):

— at formal enterprise, or what could be re-
ferred to as undeclared paid employment, where
the work could be undeclared in full or in part,
and, accordingly, full or a part of wage is paid ‘in
envelopes’;

—as an own-account worker, or employer in
favour of formal enterprise or household including
work without pay;
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— as an own-account worker, or collectively with
the neighbours, friends or acquaintances (other
close social groups) to deliver goods and services to
final consumers.

Description of the sample. The sample consists
of 133 observations. Because the interviews were
conducted in March-April of 2020 during the
quarantine, most of them were conducted online.

The only requirements for individuals to be
interviewed were to have undeclared activities and
represent different economic activities. Respondents
were selected by the students (interviewers) from
their acquaintances. That is why, together with size,
the collected sample is not representative of the
Ukrainian adult population but is focused on the
undeclared workers.

Recent publications analysis. There is a vast
literature to analyse the undeclared work in the
European Union, in terms of defining it (European
Commission, 1998; European Parliament, 2008),
its role in economic development of countries
(European Commission, 2007; Williams & Horod-
nic, 2017b) and ways to tackle it (Williams &
Horodnic, 2017a; Williams & Renooy, 2013).
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The International Labour Organization recognizes
undeclared work as a “social dumping” that dis-
torts competition and states that all European insti-
tutions lack the consistency in defining “unde-
clared work” (ILO, 2010; Robert, 2011).

Only several papers in Ukraine address this issue
in our country. The International Labour Organization
focused on undeclared work in Ukraine and tackles
recommendations to diminish the scope of this
phenomenon in Ukraine (ILO, 2018). Nezhyvenko
and Shumska (2018) provide a descriptive study of
the Ukrainian Undeclared Work Survey from 2017.
Nezhyvenko (2018) compares the perception of
undeclared work in Ukraine and in the European
Union. These publications conclude that undeclared
work in Ukraine is an obstacle for the development of
the local labour market and stress on the importance
to study it further. Hence, the current paper aims to
contribute to this literature by providing a glance on
the undeclared work in Ukraine in 2020.

Research goal and questions. The paper presents
the main findings of the sample of the undeclared
workers in Ukraine interviewed during March-April
0f 2020. The research questions include:

Description of the sample. In the sample, there are
60 per cent of females and 40 per cent of males. Most
individuals (94 %) reside in urban areas. The age of
interviewees ranges from 17 to 70 with the average
age of 26 and the median age of 20. The majority of
individuals in the sample (67 %) are not in a relation-
ship. Most of them (76 %) do not have children,
16 individuals have one child, 14 individuals = two chil-
dren and two individuals = three children. Hence, the
sample is young, living in cities, single, without children
and consists mostly of females. The educational attain-
ment of the sample is portrayed below in Fig. 1.

Overall, 63 per cent of respondents are currently
at university, on fifth of them (24 %) already
graduated from the university and 12 per cent have
only secondary education.

Regarding employment status, most of them
being one-third (27 %) consider themselves
unemployed (it is worth noting that self-perception
of employment is not in line with the ILO definition
of unemployment). Full-time employees are 22 per
cent and every fifth (20 %) is a part-time employee.
Only 10 per cent are self-employed. Interestingly,
21 per cent of respondents are registered as

0,
70% 3%
60%
50%
40%
30% 24%
20%
12%
10%
1%
0%
Lower secondary Secondary Currently at Graduated
university
Fig. 1. Educational attainment of the respondents
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Fig. 2. Employment status of the respondents
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unemployed but at the same time admit working
undeclared (see Fig. 2).

The interviewees were also asked about the sector
they work in. The most popular kinds of activities
performed by them are marketing, tutoring, retail, IT,
personal care services (manicure, hairdresser) and
working in hotels, restaurants and cafes.

Main findings. Respondents were asked to
evaluate the share of the population of Ukraine that
has work activity, which is not officially registered,
or do not pay taxes. The overall sample mean is
43 per cent. The distribution of answers is reported
in Fig. 3.

One third of the sample (29 %) believe the share
of undeclared work in Ukraine is between 15-30 per
cent of workers. The same share (29 %) estimate the
share of undeclared work at the higher level of
3145 per cent of the workers. One fifth of the
sample (21 %) think that the share of undeclared
work reaches 46—60 per cent of workers. Slightly
less (17 %) evaluate this share between 61-75 % of
workers. There were two interviewees (4 %) who
assume the share of undeclared workers amounts to
76-90 per cent of workers.

15-30 share
31-45 share
46-60 share
61-75 share

76-90 share

.

0% 5% 10% 15%

Another question asked if respondents personally
know anyone who has work activity that is not
officially registered, or does not pay taxes. Almost
all respondents (130 or 98 %) admit knowing
undeclared workers. At the same time, this question
may be biased because the sample was not planned
to be representative. Consequently, undeclared
workers should know other undeclared workers that
may be their colleagues.

The risk of being detected for undeclared work
by controlling institutions was described as low by
almost half of respondents (44 %). Every third
individual (28 %) believes the risk is medium and
every fourth (25 %) that it is very low. Those who
regard this risk as high and very high constitute only
4 per cent of the sample.

Besides sector, respondents also described
activities they performed as undeclared workers in
the twelve months preceding the interview. The
most popular activity were: tutoring (28 answers),
sales, retail or trading (21), marketing and
advertising (8), waiting tables (7), work as an
analyst (6), consultant (4), in construction (4), doing
manicure (4), writing papers (3), cooking (3) and
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Fig. 3. Estimate of the share of undeclared work in Ukraine by interviewees
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Fig. 4. Estimate of the risk of being detected for undeclared work
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babysitting (3). Among the most qualified activities
are also pre-election campaigning in a political
party, research, work with legal documents,
managing social media, work as a cosmetologist
and an accountant. Also respondents mentioned to
have worked as a veterinary doctor, a skating
instructor, a photographer, doing modelling, car
washing, running Instagram courses, scientific
experiments, tailoring, and even working as a
casino dealer (which is not legal at the time of the
interviews).

The respondents were asked to describe their net
income generated from formal work (see Fig. 5) and
undeclared work (see Fig. 6) during the last month.

The sample average for the net income
generated from formal work was at the level not
more than UAH 5,000. According to Fig. 5, most
individuals (37 %) have an income level up to
UAH 5,000. Only 3 per cent of respondents earn
above UAH 20,000.

The sample average for the net income generated
from undeclared work was UAH 6,600 on average.
According to Fig. 6, most individuals (35 %) have

an income level between 5,000 and UAH 10,000,
one fourth (25 %) — below UAH 5,000. An income
above UAH 20,000 is earned by 12 per cent of
interviewees.

Among the main reasons for participating in
undeclared work, the three most often cited are the
willingness to receive higher income when working
undeclared, ease of finding a job, and avoiding
paying taxes (especially if income is not enough to
cover a minimum tax). Quite many answered that
undeclared work arrangement was an employer’s
requirement. Other reasons named were high level
oftaxes, complicated registration as a self-employed
(and exit from official registration), no (or very low)
risk of punishment and no control from the
government. Many respondents also mentioned
non-willing to contribute money to “fraudulent”
government authorities, low trust to government,
someone even replied: “I think taxes I will pay will
fade away”. Some respondents admit having had
negative formal work experience and complicated
procedures to be hired formally. For many,
undeclared work was a temporary source of income
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Fig. 5. Monthly income generated from formal work
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(“it does not make sense to formalize it as the
income is relatively low even without paying tax”),
provided a flexible schedule, or was a safety net
besides formal employment. For some, “the type of
job is a higher priority rather than a formal contract.”
One respondent even said that “an unofficial salary
can be received by a person who has a poor mind.”
Finally, another reason to have undeclared work
was to gain from subsidies for utilities and public
benefits to the registered unemployed.

As a final point, respondents proposed recom-
mendations how undeclared work in Ukraine may
be reduced. The mentioned policy measures (some-
times conflicting) included:

— to reduce the income tax;

— to increase fines for undeclared work;

— to introduce penalties for undeclared work not
only for employers but also to employees
(“financial penalties should be proportional
to undeclared earnings”);

— to strengthen administrative responsibility of
employers for using undeclared work;

— to ease the tax system and make is more
“citizen-friendly”;

— to explain how the fiscal system works and
how taxes should be paid;

— to increase the minimum wage;

— to increase the number of labour inspectors
(“according to the legislation, a sole
proprietor can have less than 10 workers, but
many restaurants in Kyiv have more
employees. Therefore, at least some of those
workers are working undeclared”);

— to diminish the frequency of any kind of
inspections and to decrease the number of
controlling institutions;

— to introduce an information campaign such as
explaining the causes and the consequences of
informal economy, promoting declared work
and explaining why it is important to pay
taxes;

— 1in general, to raise trust to the government by
showing the citizens what their taxes are spent
on and educate what the tax payers’ money are
spent on;

— to provide more benefits for small businesses,
such as lower interest rates.

Conclusions and further research proposals.
This paper reports the results of the first of its kind
survey on the undeclared work in Ukraine performed
by the students. The survey that is based on the
sample of 133 observations collected in

March-April of 2020 suggest that the majority of
Ukrainian undeclared workers are young females,
living in cities, single and without children. They
either study at the university or graduated. One-
third of undeclared workers consider themselves
unemployed, equally represented are full-time and
part-time employees, and one-fifth of the sample are
registered unemployed.

Almost half of respondents estimate the share of
the population of Ukraine that perform undeclared
work at the level of 43 per cent. Almost all admit
knowing other undeclared workers. The risk of
being detected for the undeclared work is perceived
to be low. The most popular undeclared activities
are tutoring, sales, marketing, working as a waiter/
waitress, an analyst, working in consultancy and
construction. The mean income for formal work is
under UAH 5,000 per month, while the mean in-
come for undeclared work is between UAH 5,000-
10,000. The most common reasons for performing
undeclared work are willingness to earn more, easi-
ness to find a job, and avoiding paying taxes. Fi-
nally, the list of recommendations to tackle the un-
declared work in Ukraine include but are not limited
to improving the tax system, increasing penalties
for the undeclared work, strengthening the admin-
istrative responsibility of employers, improving la-
bour inspection, and running an information cam-
paign to raise trust to the government and explain
the importance of paying taxes. In the work in pro-
gress, the perception of the undeclared work in
Ukraine is tackled and the recommendations to de-
crease it are enlarged.
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Heowcusenxo O. B.

HE3AJEKJIAPOBAHA ITPALISI B VKPATHI:
PE3YJIBTATH OTIUTYBAHHS CTYIAEHTIB 2020 POKY

V crarTi nogaHo pe3ysibTaTy MepIIoro TAKOro OMUTYBaHHS IOA0 He3aAeKIapoBaHol npari B YkpaiHi, sike
npoBenH cTyAeHTH HanioHansHoTo yHiBepcuTeTy «KneBo-MormistHCbKa akaneMist». Lle minorHe gociimKeH-
H#l, sike 0a3zyeThes Ha 133 criocTepekeHHsX, 3i0paHux 3 OepesHs no kBiteHb 2020 p. B Ykpaini. Bubipka ckia-
JIA€ThCS TEPEBAKHO 3 MOJIOIUX IHAMBIIB, SKI MPOKUBAIOTH Y MICBKIi MICIIEBOCTi, OMUHOKHUX, 0€3 IiTeH,
JIO TOTO 3K JKIHOK OubIlle, HiXK Y0JNOBiKiB. He3aneknapoBaHa nparsd — 1ie Oyb-sika OIiadyBaHa JisUIbHICTS,
sIKa € 3aKOHHOIO, aJie He 3a/ICKJIapOBaHOI0 B JICP)KaBHUX OpraHax. ¥ CTaTTi IPOAHAII30BAHO XapaKTEPHCTUKH
MPaIiBHUKIB HE3aICKJIAPOBAHOI IISUTLHOCTI, a cCaMe: XTO MPAITIOE He3aICKIIapOBaHO, iXHIl PIBEHb OCBITH, CTa-
TyC 3aiHATOCTI Ta €EKOHOMIYHA aKTUBHICTh. MaiiXe TOJIOBHHA PECIIOHICHTIB OIIHIOIOTh YaCTKy HACEJICHHS
VYkpaiHu, sike BUKOHY€E He3aAeKIapoBaHy po0oTy, Ha piBHI 43 %. Maiike BCi OITUTaHi 313HAIOTHCS, IO 3HAIOTH
0ci0, sKi € He3aJIeKIIapOBaHNMH TMPAliBHUKAMH. PU3UK BUSBIICHHS HE3aJCKJIapOBAHUX IMPAIliBHUKIB BBaXKa-
IOTh HU3bKMM Maiike MOJIOBHHA OMHUTaHuX. HalimonysaspHilMMy He3aJeKIapoBaHUMU BUAAMHU isUTBHOCTI
€ PEIeTUTOPCTBO, TOPTIBIISA, MAPKETHHT, po00Ta o(iriaHTOM/0(hIIliaHTKOI0, aHATIITHKA, HAJTAHHS KOHCYJIbTa-
THUBHUX IOCITYT Ta OyMiBHUITBO. Jl0oXi1 Bix 0dimiiHOT poOOTH BU3HAYCHO SIK HWYKIHH, HIX BiJl HE3aCKIIapO-
BaHOI. 3TiJTHO 3 IAaHVMH OIUTYBAaHHS, CEPETHIN YUCTHH 3apo0ITOK 32 0QiIiifHy poOOTY CTAHOBHTH MEHIIIE HIXK
5000 TpH Ha MicAITh, TOMI K 32 He3aAeKIapoBany podoty — Bix 5000—10 000 rpu. Halinommpenimumu mpu-
YMHAMHY YYaCTi B He3aJIeKIIapOBaHii mpaili € 0a)kaHHS OTPUMYBAaTH BUIIUK JTOXi]l, JIETKICTh IMOITYKY pOOOTH
Ta YHUKHEHHS CIUIaTH MOAATKIB. TakoK y CTaTTi HaBEJICHO MepeiK peKOMEH IAIH II0I0 TIOIOJIaHHS He3ae-
KJIapOBaHOI po0OTH B YKpaiHi, HAUIIOMYSPHIIIUMH 3 SIKKX OyJIH, 30KpeMa, TaKi: 3SMEHIIIUTH TIOIaTOK Ha MpH-
OyTOK, 30LIBIKMTH IITpadH 3a He3aAeKIIapOBaHy poOOTY, 3apOBAANTH IITpadHI CaHKIIIT 32 He3aIeKIIapOBaHy
pOoOOTY HE TUTHKH JUTs pOOOTONABINB, aje i I NpalliBHUAKIB, IIOCHINTH aIMiHICTPAaTHBHY BIAMOBIIAIBHICTH
POOOTONABIIIB Ta CIIPOCTUTH MOJATKOBY CHCTEMY.

KurouoBi ciioBa: HeszaekiiapoBaHa mparis, HedopMallbHa 3aiHATICTh, PHHOK TIpalli, YKpaiHa.
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