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Measuring the Unregistered Economy in Post-Communist
Tranformation

This paper is an essay on the social limits of using existing estimation
methods in post-communist societies. It is but a first attempt to ponder
a little on the problems of measuring the volume of unregistered
economic activity in the post-communist era. First I shall offer a simple
working definition of the unregistered economy with a special focus on
the baseline of the paper, the measurement of the “real” GDP. In the
following section – as a starting point of the analysis – I shall introduce
some findings on the volume of the unregistered economy in the
communist economies. Then I shall briefly summarize the main features
of the existing methods of estimating the scope of the unregistered
economy. In the fourth section I shall focus on the characteristics of the
communist and post-communist economies and their impact on the
application of different measurement tools. In the fifth section I shall put
forward some arguments as to why the attempt to measure the magnitude
of unregistered transactions is crucial in post-communist countries and
explain why so many are false attempts. Finally, I shall propose a method
for increasing the reliability of estimating the scope of the unregistered
economy.



Table of Contents

page

List of Tables 6

Preface: Developing New Indicators for a New Century 7

1 A Simple Definition of the Unregistered Economy 9

2 How Big was the Unregistered Economy in Hungary
and in Other Communist Countries? 12

2.1 The Volume of the Second Economy in Hungary in the 1980s 12

2.2 The Volume of the Unregistered Economy in
Other Communist and Post-communist Economies 22

3 On the Methods of Measuring the Magnitude
of the Unregistered Economy 25

4 The Limitations and the Possibilities of the Existing Methods
in the Light of the Structural Features of the Communist
and Post-Communist Economies 27

4.1 Macroeconomic Estimation, Survey and Monetary
Approaches and the Communist Economy 29

4.2 Macroeconomic Estimation, Survey and
Monetary Approaches and the Post-Communist Economy 31

5 On the Significance of the Topic 33

6 Conclusion and Proposition 37

Notes 42

References 43

Appendix 1: Classification of the Hidden Economy by Árvay (1993) 48

Appendix 2: The Time Budget Questions in Wave I,
Hungarian Household Panel Survey 1992 49

Abstracts: English / French / German 52



List of Tables

page

Table 1: The Types of Transactions in the Second Economy 10

Table 2: A Tentative Master List of Informal Transactions in the
Second-to-Informal Economy with Regard to their Status
in the Official GDP Calculation Model in Hungary 11

Table 3: The Volume of Unregistered Economy in Hungary 15

Table 4: Distribution of National Income Supplemented by
Unregistered Economy and Work Performed at Home 16

Table 5: The Value of Unpaid Labour by Personal Income Deciles 17

Table 6: The Proportion of Flat Construction in Hungary
by Type of Builder between 1977 and 1987 (%) 18

Table 7: The Amount of Some Unregistered Incomes in 1985-86
from the CSO Survey and from Macroeconomic Estimation 19

Table 8: The Volume of Unregistered Incomes based on Survey
and Macroeconomic Estimation Methods (Billion Forints) 20

Table 9: The Proportion of Unregistered Incomes and Expenditures
of the Total Income and Expenditure by Locality (%) 21

Table 10: The Spread of Social and Uncivil Economies
in Post-communist Countries (%) 24




