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Agriculture is an important part of the Albanian economy, due to the fact 
that it provides approximately 50% of GDP and nearly half of the 
country’s population lives the rural areas. The rural population develops 
its activity in about 368.997 agricultural economic units (farms), whose 
surface varies between 0,52 up to 1,13 hectares, where in most part due 
to their development level are survival economies. These types of 
economic activities were categorized by Schneider and Enste (2000) 
under the first level of informal businesses.  
After the change of the political system in Albania, farms have not been 
taxed neither for their economic activities nor the land owned by them.  
Though informality in this sector has a relative representation, given the 
fact the government itself has allowed bypassing of obligations, in order 
for inhabitants to fulfill their survival needs. The determination of the 
informality level represents a theoretic and practical importance for the 
country. Actually, about 320 farmers have paid their obligations and 
taxed amount. 
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INTRODUCTION 
 

Informal economy presently represents a part of the Albanian 
economy that is a considerable part of the whole economy. ). The informal 
sector reflects a bypass from the country's development process and some 
times it as a actor that gives moment acceptance solution. 
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According to CIA fact book 2008 report it has been calculated that 
Albania informal economy approximately is calculated to be close to 50% 
of the GDP (CIA, 2008).  

Actuality, the informal economy is one of part of national economy. 
In various economic sectors of our country the rate of informality is not 
represented by the same features and does not carry the same dimension. So 
measure of informality economy in the especial sector is very important. 
 

OBJECTIVE 
 

As aforementioned it is important to evidence the characteristics of 
informality in the agriculture sector in order to measure informality's spread 
in this sector and to define possible ways for its reduction.  
 

METHODOLOGY 
 

Based on the literature and the dates of different institutions, like 
Ministry of Agriculture Food and Consumer Protection of and General 
Taxed Directory evidenced present situation of informal economy in 
agriculture and gives some ways to reduce it.  
 

DEFINING THE PROBLEM 
 

Changes of the last decade of the XX century in Central and West 
Europe which including and Albania brought deep changes in the politic, 
economic and social plan. This helped the transition of Albania's 
economy from one development strategy into a new one, i.e. from a strongly 
centralized economy in that of free market economy. It is a difficult trial and 
a big one linked with creates of a new economic base. 

Under this condition the first step has been the fast privatization 
economy. Privatization process has been difficult and a long one and start 
with land privatization in agriculture sector. 

So, in agriculture sector in current time, where lives approximately 
50% of the country's population the former enterprises and agricultural 
cooperatives were replaced by the big number of agricultural economic 
units (farms). During this period their number has been change. Actuality 
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there is 368,997 small farms with an average surface ranging between 0.52 
up to 1.16 hectares.  

As it can be seen, the agricultural economy units (farms) are 
relatively small and as a result, most of them are survival or self consumer 
economies. Due to the small territory area, the farmer undertakes by himself 
the capital risk.  

On these conditions the agricultural businesses have been taxed 
neither for their economic activities, nor for their land property, which are 
features of the informal economy in agricultural sector. 

Thus, informality in this sector, has a relative representation given 
the fact that the government itself has allowed it by  avoiding farmers’ 
taxes(relieving of their taxes) in order to inhabitants to fulfill their survival 
needs.  

The involvement of agricultural businesses in the informal economy 
has its own theoretical support. Thus, Schneider and Einste have determined 
the informal economy classification of (2003) according to the following 
figure:  
 
   
 
 
 
 
 
 
 
 
 
 

As it is seen, Schneider and Einste distinguish two categories of 
informal business. 

The first category including the business “for survival”. Agricultural 
farms are part of informal business “for survival” which are been treated 
and relieved of taxes by the government because of poverty and their need 
to survive. So agricultural farms are been treated by the government in the 
specific way.  
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The presence of survival economies in agriculture keeps informality 
in this sector and in the entire country still present. 

The second category including “growing enterprises”, since they are 
not registered, they are considered as informal economic activities, but they 
have the potential to go transformed into formal enterprises. 

Informality, in the agricultural sector, is reflected mainly in two 
directions: 

A. avoidance of fiscal obligations 
B. work informality 
In fact, to base on General Taxed Directory information only 320 

agricultural businesses have liquidated their fiscal obligations and they are 
active in this direction. Generally they are not businesses of “survival”. 

Informality is also reflected in the involvement of rural population in 
the social insurance system. Hence, the dependence coefficient, in rural 
areas, during 2001-2008 has been constant by 0.88, while this coefficient 
has been increased all over the country according to the following graphic: 

 

Table 1.  
 2001 2002 2003 2004 2005 2006 2007 
State 0,96 0,96 0,95 0,98 0,99 1,15 1,09 
Country 0,88 0,88 0,88 0,88 0,88 0,88 0,88 

0

0,2

0,4

0,6

0,8

1

1,2

1,4

20
03

20
05

20
07

20
02

20
04

20
06

state

country

 



LUCRĂRI ŞTIINŢIFICE, SERIA I, VOL. XI (2) 

The evidence of informal economy presence, in spite of its 
importance, is insufficient. Measuring of informal economy is of 
importance. 

The extensive calculation of the informal economy is one of the final 
fields of the economic battle. 

OSCD (2002) has published a detailed manual about the possible 
techniques of the calculation of the informal economy according to the 
frame of the national count ability. The measuring the informal economy, 
close comparison can be used: 

§ Direct comparison 
§ Indirect comparison 
§ Comparison of the model 
The chose of this comparison has to be done in agreement with the 

requirements of comparison and characteristics of the informal sector. 
So, to measure informality in agriculture, it is chosen 
Based on above mention conditions, there can go used the indirect 

comparison more precisely that of incompatibility of national revenue and 
expenditure statistics. In this way, there can be calculated the unobserved 
revenues. 

This method  is based on two independent data resources, because  
revenue and expenditure are calculated by specific studies. On these basis, 
MacAfee (1980) suggested this way as the most credible one  

The manner of national revenue and expenditure statistics is used in 
2004 and for the some other years (Muço and Sanfey, 2004): 

 
Table. 2. Evaluation based national revenue and expenditure statistics  
 

 1999 2000 2001 
Production 346407 383254 429029 
Expenditure  486489 350944 639379 
Nonconformity 140082 167690 210350 

 
Nevertheless, we should accept that this method has some reservations 
because: 
1. There are observed inaccuracies in measuring because the production 

method is based on administration registers and business survey. 
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2. There are inaccuracies in calculating incomes especially concerning the 
Albanian household‘s expenses. 

3. A part of incomes secured by the formal economy are spending on the 
informal one. 

Administrations duties of new millennium are expected to be duties of 
growing perfection, they should take into account all the proper factors and 
ignore the unnecessary details, in may cases, they should make decisions in 
order to make complicated and unclear situation more obvious. 

 
 
§ CONCLUSIONS AND RECOMMENDATIONS 

Based on the above mentioned issues, we draw conclusions: 
v The informal sector will still exist up to the certain time because 

of the presence of “survival” farms in rural areas.  
v The proportions of informal economy extension in rural areas 

can be me measured by indirect comparison, more concretely by 
the incompatibility of national revenues and expenses statistics. 

v The support and involvement of farmers towards cooperation 
extreme and reduction of informality, at the other extreme. 
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