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1. The informal economy is a significant danger to employees(this is 

the accessibility of social guarantees), for the employers, as long as it results in 

disloyal competitiveness, for the state– and it is not just about the budget but 

about the public-psychological climate (the possibility of not abiding to law). 

This problem is present in many countries, it also concerns Russia. Russia 

keeps its significant share of “grey” sector of the economy and informal 

employment correspondingly whose share according to the official assessment is 

around 20%. 

On the grounds of expert assessments, this share is significantly higher and 

goes up to 25%. 

The ones “inclined” to informal labour relations are the ones occupied with 

retail sales (third parties occupied in the informal sector), agriculture and forestry 

(23%), construction (12%). 

 

2. The high share of informal sector and the ones occupied in it cut 

down the income base of the budget.  

Hence the financial authorities decide to increase the fiscal burden for the 

honest business. When it comes to citizens occupied in the “grey” sector, they face 

increasing risk of receiving minimal compensation in the case of temporary 

inability to work and minimal benefits for old age instead of comprehensive 

insurance pension. 

At the same time, the informal employment – this is a significant reserve of 

economic activity and additional tax and social insurance inflows if it gets 

formalized. 
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In order to cut down the informal employment, we should undertake 

systematic measures.  

The expansion of freedoms that the business enjoys, the improvement of 

labour market flexibility, first of all, on the account of liberalization of labour 

legislation, the creation of prerequisites for investments that are as favourable as 

possible in new cutting-edge workplaces are amongst the main directions of the 

strategy for economic reforms in Russia, which would promote at the same time 

the business transition from the informal to the formal sector. 

Be it the toughening of administrative-penal liability of business for the 

“grey” schemes or cutting down the accessibility of social services for the citizens, 

who are occupied in the informal sector of the economy, this is not the main 

stimulus for its transition to the “white” zone. We should increase the 

attractiveness of legal occupations, decrease the excessively high fiscal and 

administrative burdens for the business. Namely the increase of burden and the 

high administrative barriers on many occasions push the companies and the self-

employed in the “grey” sector. 

We have also witnessed such precedents in Russia.  Back in 2013 the 

number of individual entrepreneurs went down by almost 13%.That was related to 

the increase of mandatory social insurance payments for the self-employed. At the 

same time, in the period of 2013-2014 we witnessed one of the lowest values of the 

“birth” rate of organizations (ratio of the quantity of newly registered organizations 

for the reporting period to the average quantity of the operating organizations, 

which was 1000 organizations) – it was significantly worse only in the crisis 

period of2008-2009. 

In this case the individual entrepreneurs that terminated their activity didn’t 

proceed to employment – the quantity of people employed in small-, medium-sized 

and large enterprises in 2013 even went down insignificantly, the officially 

registered unemployment went down simultaneously. The conclusion is that the 

individual entrepreneurs got deregistered and their employees went on working in 

the “grey” sector of the economy. 
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3. The presence of problems inherent to the business climate such as 

administrative barriers and difficulty accessing financial recourse for the 

business, corruption and insufficient protection of the ownership rights 

significantly hinder the entrepreneurship activity in Russia and are factors 

that enhance the increase of the “grey” sector of the economy. 

 

4. We could suggest numerous measures that would help cut down 

the informal unemployment in Russia. 

Firstly, the procedure of starting up economic activity should be simplified 

as much as possible for the entrepreneurs that are ready and willing to get 

legalized, but whose entrepreneurship activity scales are too small even to the 

established special simplified taxation regimes. A lot has been done, but that is not 

sufficient. 

Secondly, we should inventory the present non-taxation payments and draft 

suggestions on cutting down the burdens of the small- and medium-sized 

entrepreneurs when it comes to such payments. The first step could be about 

elaborating and individual mechanism for legislative regulation (draft federal bill) 

which is to create uniform transparent principles of decision-making when it comes 

to effecting, correcting and receiving non-taxable payments. 

Thirdly, it would be purposeful to procure the expansion of incentives for 

improving labour efficiency in the companies. Even in the legal sector the level of 

labour efficiency is still too low, including because of the absence of adequate 

incentives for the business, and in crisis situations we observe additional decrease 

of labour efficiency. This way in 2015 the deterioration of labour efficiency 

throughout the economy was 2,3%. 

Fourthly, the control bodies should give up their excessive control. The 

leading jobs right now suggest the transition to risk-oriented approach when it 

comes to running control-supervisory events. A resolution was passed on 

establishing a prohibition for running in three years planned control-supervisory 
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events in view of the small-sized entrepreneurs that in general didn’t commit any 

violations of the law in the past three years. 

Fifthly, we should ensure more flexible regulation in the area of personnel 

management, transition to the policy of flexible labour market. This suggests 

improving the labour legislation, giving up excessive regulations of the labour 

regulations because of the stringent statutory requirements when it comes to 

simultaneous role enhancement and the status of the employment agreement, the 

responsibilities of parties for its performance. We need new mechanisms that make 

it possible for the employer to react in flexible manner to the ever changing 

conditions of the market conjuncture, create sustainable employment teams, while 

ensuring optimal economic earnings and conformity with employers’ basic 

obligations, including employees’ protection in the labour area. 

 

The implementation of the abovementioned measures and in general the 

work for improving the quality of the business climate in Russia would promote 

the business transfer from informal to the formal sector of the economy. 

 

 


