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Abstract

The aim of this paper is to deepen understanding of the relationship between
sustainable development, localisation and the purchase of goods and services from the
informal economy. This has not before been investigated. To do so, it reports a survey
of 1,209 respondents conducted during October-December 2021 in Romania, a
country with one of the largest informal economies in the European Union. The
findings reveal a link between consumers’ motives to purchase informal goods and
services and the pursuit of sustainable development through localisation. The analysis
shows that there is no purely sustainability-driven consumer in the informal economy,
but this rationale is prevalent as one of several motives for a large proportion of
consumers purchasing goods and services from the informal economy, who do so
explicitly for the purposes of environmental protection and localisation. The
implications for theorising and tackling the informal economy are then discussed.

Keywords: sustainable development, localisation, informal economy, sustainable
consumption
Introduction

Recently, the proportion of the global labour force whose main employment

is in the informal economy has been expanding (ILO, 2020). According to the joint
report by the Development Centre of the Organisation for Economic Co-operation
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and Development (OECD) and the International Labour Organisation (ILO) (2020),
over 60% of the global population have their main employment in the informal
economy. This has been further compounded by the COVID-19 pandemic. As the
European Commission (2020, p.1) recently stated, “the pandemic will spark a trend
towards declared work shifting into the undeclared economy, as an increased humber
of businesses operate in survival mode during the aftermath”. This destabilises
further national economies, potentially increasing the pre-pandemic figure of two-
thirds of businesses operating informally and evading tax and social security
compliance and labour law (OECD, 2017; Williams, 2019; World Bank, 2019). The
outcome will be a consequent ripple effect leading to yet further informality
(Williams and Kayaoglu, 2020), significantly increasing the pre-pandemic
magnitude of the informal economy in the EU28 of 20% of GDP (Medina and
Schneider, 2018). As a result, understanding the underlying motives for engagement
in the informal economy becomes critical. In this paper, this is achieved by
expanding understanding of the informal economy beyond the traditional supply-
side perspective, which focuses on the types of informal work (ILO, 2018; Williams,
2014a, 2015a), the socio-demographic profile of informal workers (Horodnic et al.,
2020; Williams and Bezeredi, 2018, 2019; Williams and Franic, 2017; Williams and
Horodnic, 2015a, 2015b; World Bank, 2019) and the drivers of those supplying
informal work (Nguyen et al., 2020, 2021a, 2021b). Instead, this paper seeks
understanding of the demand-side (i.e., those purchasing goods and services form
the informal economy) and their motives for doing so. This has so far received little
attention, despite there being no supply without demand (Horodnic et al., 2021;
Williams and Horodnic, 2016, 2017; Williams and Martinez-Perez, 2014). This
paper therefore, is useful to policy makers in achieving progress on the United
Nations Sustainable Development Goals, especially Indicator 8.3.1 (Proportion of
informal employment in non-agriculture employment, by sex).

The original contribution of this paper is that it is the first to investigate the
link between consumers’ motives for purchasing from the informal economy and
sustainable consumption, along with whether the current policy approaches used to
reduce the informal economy are effective for tackling consumers driven by
sustainability motives. To do so, we selected Romania as a case study, given that it
has the second highest prevalence of participation in the informal economy amongst
European Union member states (Williams et al., 2017).

To understand the demand side of the informal economy and its link to
sustainable development, the paper is structured as follows. The next section will set
the context by reviewing the extant literature on sustainable development,
localisation and the informal economy, and what is known about the links between
them. The third section then presents the findings regarding the links, followed in
the fourth and final section by the theoretical and policy contributions of this study.
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1. Literature review

Before commencing, the informal economy must be defined. Here, the
widespread consensual view among scholars and practitioners is adopted. The
informal economy refers to legally paid transactions, except that they remain
unreported to state authorities, evading tax, social security and/or labour laws
(Aliyev, 2015; European Commission, 2007; OECD, 2012; Williams, 2014a,
2014Db). Therefore, when goods or services are illegal in any other respect (i.e., illicit
drugs or firearms), they are part of criminal economy rather than the informal
economy (ILO, 2021).

1.1. Sustainable development, localisation and the informal economy

This section discusses three concepts, namely sustainable development,
localisation and the informal economy, and what is known about the links between
them. The concept of sustainable development was at first “lacking precise
definition” (Daly, 2010) but the Brundtland Report started to clarify its meaning
when it was defined as the ‘development that meets the needs of the present without
compromising the ability of future generations to meet their own needs (WCED,
1987: 8 and 43). However, the concept remains slippery and elusive to pin down
(Williams and Millington, 2004), gaining the status of a buzzword associated with
an “environmental paradox” as it emphasises the misalignment between what we
expect the earth to provide and its capability of supplying (see Cahill, 2001; Cahill
and Fitzpatrick, 2001; Fitzpatrick and Cahill, 2002). However, regardless of its
ongoing elusiveness as a concept, sustainability issues and thus goals gained
momentum, catching the interest of policy-makers as the initial eight United Nations
Millennium Development Goals (UN MDGs) (2000-2015) increased to 17 (UN
SDGs) (2016-2030) (UNDP, 2015).

At the heart of sustainable development is the issue of consumers’ purchasing
behaviour as a significant contributor to whether sustainable development is
achieved, or not. The 2019 Eurobarometer survey reveals that across Europe,
sustainable consumption is often seen as related to the consumption of sustainable
food and associated with localisation, precisely origin (stated by 53% of citizens),
price (51%), food safety (50%) and taste (49%). As such, to support sustainable
development, the consumer prioritises localisation, which encompasses the idea of
“0 km products and services”, healthier food, and a sense of community, which is
increasingly seen as the solution to reverse the harmful effects of globalisation. As
Hines (2000, p. 4) states, local consumption is “a process that reverses the trend of
globalisation, to discriminate in favour of local”. Furthermore, evidence suggests
that sustainable consumers purchase products and services for various motives,
including reduced “food miles”, reduced carbon footprint, and reduced packaging
(Grant et al., 2022; Kemp et al., 2010). Indeed, whilst some consumers associate
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local products with freshness, heathier choices and more organic, others purchase
because accessing a short or even direct supply chain, these products may require
less or no packaging, which addresses consumers’ sustainability concerns (Kiss et
al., 2019; Tasca et al., 2017).

According to Petrescu et al. (2022) in a cross-cultural study, Belgian
sustainable consumers prioritise local products motivated by their quality, whilst
Romanian sustainable consumers purchase local products because they associate
them with healthier, cheaper and community belonging, that is, connection with
traditions, trust, and support of the local economy (Memery et al., 2015; Skallerud
and Wien, 2019). Similarly, other studies on sustainable consumption in Romania
highlights that buying locally food grown products represents a part of the
sustainable food consumption scale, in a reduced form (lanole-Cilin et al., 2020).
For these consumers, all such benefits of being minimally processed, fresh or
additive-free foods (Scholliers, 2015; Stranieri et al., 2017) are associated with
localisation. They contrast these local products with the conventional mass-produced
products (Petrescu et al., 2022).

Whilst the critical role that sustainable consumption plays and the consumers’
role in sustainable development has been widely demonstrated (Abdulrazak and
Quoquab, 2018; Dabija et al., 2019; Obada and Dabija, 2022; Quoquab and
Mohammad, 2020; Quoquab et al., 2019; Vatamanescu et al., 2021) and prioritised
by the Sustainability Development Goal (SDG) 12 (UN, 2016; UN, 2020), the link
between sustainable development and informality has yet to be established, even
though these strategic sustainable goals address socio-economic and gender
inequalities, many of which are rooted in the informal economy (i.e. SGD 2
addresses poverty and SGD 5 addresses gender inequality). Similarly, despite the
fact that informality is commonly linked with local consumption, informal
transactions being very common amongst kin as paid favours (Gibson-Graham,
2006; Horodnic et al., 2021; Leyshon et al., 2003; Williams and Horodnic, 2018;
Williams and Kosta, 2020), no previous study has explored the relationship between
the informal economy and sustainable development. This study is the first to explore
this relationship between consumers’ motives to purchase from the informal
economy and locally-driven sustainable development. The aim is to understand
whether informal purchases are explained by consumers™ sustainability-driven
behaviours or practices (Wroblewski and Dacko-Pikiewicz, 2018). These rationales
for purchasing from the informal economy are evaluated alongside other various
rationales that have been discussed in previous theoretical explanations and briefly
described below.

1.2. From rational to social purchasing rationales

Rooted in the work of Jeremy Bentham and further developed by Allingham
and Sadmo (1972) to become the informal economy’s dominant perspective, the
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rational economic actor perspective portrays individuals as rational decision-makers
who prioritise maximising their financial gains. Previous empirical evidence
demonstrates that this cost/price-based perspective is an increasingly common
explanation in less developed countries, where the informal economy is often
portrayed as a cheap option for “bottom of the pyramid” (BOP) market and a tool
for economic survival (Ketchen et al., 2014; Williams, 2017). Accordingly, based
on this dominant view, the measures proposed to tackle participation in the informal
economy aim at increasing the actual or perceived level costs of participation using
deterrent measures (i.e., risk of detection and sanctions). To test their effectiveness
in reducing the participation of purchasers to the informal economy, we propose to
test the following:

- H1: Consumers purchasing from the informal economy due to sustainability-
driven rationales are less likely to make such purchases when they perceive
higher sanctions for doing so.

- H2: Consumers purchasing from the informal economy due to sustainability-
driven rationales are less likely to make such purchases when they perceive a
higher risk of being detected.

However, alongside this dominant view of the rational economic actor model,
over the past decade, other perspectives have emerged, such as the convenience-
based view (i.e. consumers purchase informal goods and services when they perceive
them to be of better quality and faster delivery); no other choice view (i.e.
consumers’ rational decisions to purchasing informal goods or services could also
be motivated by formal market imperfections, such as lack of availability such as,
for example, lack of formal childcare services until the age of three for working
mothers in some countries (Polese et al., 2016) and the unintentional purchase view
(i.e. consumers make purchasing decisions based on incomplete or incorrect
information regarding the provision of informal goods and services (Horodnic et al.,
2021; Williams, 2018).

Transcending the view of the consumer as a rational actor in pursuit of cost-
benefit maximisation, the social actor perspective prioritises consumers’ social
motivations. Specifically, studies show how informal exchanges such as babysitting
(Kempson, 1996) take place between and within close social networks of family
members, friends, neighbours, work colleagues and acquaintances, driven by social
ends instead of purely economic cost-benefit calculations (Gibson-Graham, 2006;
Leyshon et al., 2003; White and Williams, 2010; Williams and Horodnic, 2018;
Williams and Kosta, 2020).

Reinforcing this view, the 2013 Eurobarometer survey concluded that social
motives are the main drivers for 13% of all purchases from the informal market
(Williams et al., 2017b), whilst a more recent 2019 Eurobarometer survey finds that
many informal transactions are explained by multiple social reasons (Williams and
Kosta, 2020). Employing the social actor theoretical perspective for explaining
participation in the informal economy, the consequent policy measures for tackling
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this phenomenon aim at reducing the acceptability of undeclared work (i.e.,
increasing tax morale) and increasing the trust of citizens in government (Horodnic
et al., 2021; Littlewood et al., 2018; Williams, 2020). As such, we propose to test
the following hypotheses:

- H3: Consumers purchasing from the informal economy due to sustainability-
driven rationales are less likely to make such purchases when they perceive that
only a small share of businesses engages in informal transactions.

- H4: Consumers purchasing from the informal economy due to sustainability-
driven rationales are less likely to make such purchases when they display higher
trust in authorities.

- H5: Consumers purchasing from the informal economy due to sustainability-
driven rationales are less likely to make such purchases when they have higher
tax morale.

Considering the various simultaneous rationales that explain the purchases
from the informal economy, all the motives identified in previous theories are
explored in this paper and, in addition, whether consumers make informal purchases
to contribute to sustainable development by choosing to purchase locally. Also, we
propose to test whether the current policies implemented in Romania for
discouraging purchases in the informal economy (i.e., a Receipt Lottery and a Blue
Poster enforced by law, in all stores such as grocery stores, restaurants and so and
which reminds about the duty of customers to request tax receipts; if refused by the
seller, the customer can get that good/service for free) are effective for reducing this
behaviour amongst the consumers doing so for sustainability-driven rationales. As
such we propose to test the following:

- H6: Consumers purchasing from the informal economy due to sustainability-
driven rationales are asking more often tax receipts due to Receipt Lottery.

- H7: Consumers purchasing from the informal economy due to sustainability-
driven rationales are asking more often tax receipts due to the Blue Poster
Campaign.

1.3. Who is the purchaser of informal goods and services motivated by
sustainable development?

Embracing this lens of understanding consumers’ purchasing behaviour
through the lens of sustainable development, this study overcomes the lack of prior
theoretical and empirical evidence on this topic by relying on existing literature on
sustainable consumption. Consequently, the following stereotypical portrait emerges
of sustainable consumers who are most likely middle-aged, highly educated, and
high-income women (Meyer-Hofer et al., 2015; Stranieri et al., 2017).

Most of the empirical evidence suggests that age, gender, education and
income are the most relevant socio-demographic variables. However, the link
between income and sustainable consumer motivated purchases remains debatable
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across different studies and contexts (Chekima et al., 2016; McCarthy et al., 2016:

Rees et al., 2019), whilst the link between higher educational attainment and

sustainability motivated purchases is reported more frequently. Meyer-Hofer et al.

(2015) took a comprehensive approach to construct the profile of the sustainable

consumer, revealing that highly-educated and high-income women are more likely

than men to make purchases which embed sustainability intent and impact. The
rationale behind this trend may be justified by Eagly’s (1987) theory of pre-assigned
social role expectations, which places women at the heart of domestic work and the
likely purchase of food more specifically. However, recently, we witnessed the
portrait of younger (16s to 34-year-old) sustainable and pro-environmental

consumers emerging as Greta Thunberg’s supporters (Gutiérrez, 2020; Pérez, 2020).

By contrast, according to the 2007 Eurobarometer survey, the informal market
across Europe seems to attract primarily men consumers (Littlewood et al., 2018;
Williams, 2008; Williams and Bezeredi, 2017; Williams and Horodnic, 2016, 2017;
Williams and Kosta, 2020, 2021; Williams et al., 2012) and younger purchasers
(Williams and Horodnic, 2016), motivated mainly by the rationale of maximising
gain or to help someone they know (Horodnic et al., 2021).

Consequently, anchored in the theoretical and empirical evidence detailed
above, this study recognises the image of the sustainable consumer as an individual
who makes consumption and purchasing decisions that prioritise sustainability over
the profit maximisation rationale (Wroblewski and Dacko-Pikiewicz, 2018), which
has been the traditional view of the informal economy for decades (Horodnic et al.,
2021). Based on these findings, we propose to test the following hypotheses:

- Consumers more likely to make purchases from informal market due to
sustainability-driven rationales are: H8: Female; H9: Older consumers; H10:
Highly educated; H11: Consumers with children; H12: More affluent
consumers; H13: Living in urban areas; H14: Living in more affluent regions.

Given these hypotheses, the next section details the research methods to
evaluate the validity of these competing potential explanations of why consumers
purchase informal goods and services, the profile of the consumer of informal goods
and services motivated by sustainable development and the effectiveness of the
various policy measures to tackle this behaviour.

2. Material and methods

To explore whether there is a link between sustainable development,
localisation and purchases from the informal market as well as to test hypotheses
related to the profile of the sustainability-driven consumer and the effectiveness of
the policy measures for reducing the participation in informal economy, data was
collected between October to December 2021 in Romania, covering 1209 consumers
from all eight of the country's developing regions. The survey was conducted on-
line and considering the sensitivity of the topic (i.e., illicit activity), participation was
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based on snowballing and self-selection which is recommended in investigating this
sensitive research topic (Williams, 2015b). The survey took a gradual approach
starting with more general questions such as the estimated share of the informal
market, the expected sanctions and the risk of detection before moving to questions
on whether the respondent made purchases from the informal market and the reasons
for doing so. The respondents had informed about the sensitivity of the topic from
the beginning of the survey and were reminded that they can choose not to answer
at any time. As a methodological approach we used logistic regression and for testing
the robustness of the findings we provide both the results based only on crude data
(excluding the missing values) and those obtained using an imputation strategy for
the missing data. Information on the variables used, how they were measured and
some descriptive statistics are available in Table Al in the appendix. Below, we
report the results.

3. Results

Starting with whether there is a link between sustainable development,
localisation and the purchases from the informal market, Table 1 display the various
motives for consumers making purchases from the informal economy. These reasons
are extracted from the previous literature detailed above and adds the sustainability-
driven rationales, namely, to support the local economy and to help protect the
environment. The respondents were allowed to tick all the reasons they consider
when make such purchases, the majority of the consumers reporting multiple
simultaneous reasons (60%). As Table 1 displays, 39% of the respondents report
they have purchased goods and services from the informal economy. The most
common rationale is the rational choice of lower price (50%), followed by a better
quality (25%). The localisation rationale is the third most cited (20%) and the explicit
motive of protecting the environment is cited by 11%. As such, the findings clearly
show that locally-driven sustainable development is an important rationale for
consumers making purchases from the informal realm.
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Table 1. Motives to buy undeclared goods/services in Romania (%; N = 1,209)

by NUTS 1 region -

Total Macroregion
One? Two? Three® Four?

Undeclared goods/services® 39 33 42 38 28
By motive:

Lower price 50 43 44 65 67

Better quality 25 25 24 24 33

To support the local economy 20 22 19 20 25

To help someone in need of money 19 31 16 16 21

Unavailable / Difficult to find on the regula 19 22 16 30 8

market

To help small businesses during the Covid-1' 18 21 17 19 29

pandemic

Favour amongst friends / relatives / colleague 17 22 14 24 13

Realised afterwards that it was undeclared (ni 17 12 19 17 13

receipt)

Faster delivery 16 12 16 17 21

Normal practice among sellers and buyers 15 15 12 19 29

To help protect the environment 11 19 9 11 13

Ashamed to ask for a tax receipt or an invoici 10 10 10 11 8

The State does nothing for citizens, wh' 9 16 6 15 0

paying taxes?

More confidence in those selling their owi 8 7 7 10 4

products

Not buyer responsibility 5 7 5 7 0

The seller insisted not to declare 4 3 3 5 4

The seller refused to issue the receipt 4 3 4 2 8

Other motive 2 0 2 1 0

Notes: ¥ Centre, North-West; 2 South-East, North-East; ¥ Bucharest-1Ifov, South;  West,
South-West; 9 Do not know / Refusal included.
Source: Authors’ representation

To understand the consumer driven to the informal economy for sustainable
rationales and the policy approaches most effective for tackling this behaviour, Table
2 and Table 3 provide logistic regressions of the likelihood of buy informal
goods/services to help protect the environment and to support the local economy in
Romania.
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Table 2. Logistic regressions of the likelihood to buy undeclared goods/services
to help protect the environment in Romania: by socio-demographic and policy
related characteristics

Buying undeclared goods and services to help protect the environment

Model 1 Model 2 Model 3
Variables B se(B) Exp(B) B se(B) Exp(B) B se(B) Exp(B)
Socio-demographic profile

Male -0.342 0.326 0.710 -0.537 0.339 0.584 -0.537 0.339 0.585
Age 0.018 0.018 1.018 0.018 0.020 1.018 0.018 0.020 1.018
Higher education 0.141 0.348 1151 0.060 0.360 1.062 0.047 0.360 1.048
Children -0.876* 0.480 0.417 -1.002** 0.489 0.367 -1.000** 0.490 0.368
Financial Status Index® 0.107 0.088 1113 0.120 0.090 1127 0.120 0.090 1.127
Urban 1.277** 0535 3587 1.198** 0542 3.313 1.194** 0.542 3.300

Region NUTS 1 (Ref: Macroregion One?)

Macroregion Two® -0.477 0.361 0.621 -0.664* 0.371 0.515 -0.693* 0.375 0.500

Macroregion Three? -0.462 0426 0.630 -0.703 0439 0495 -0.728* 0.442 0.483

Macroregion Four® -0.910 0.776  0.403 -1.154 0.788 0.315 -1.168 0.789 0.311

Policy approaches
Expected sanctions for customers (Ref: No sanction)

Confiscation -0.372 0.393 0.690 -0.384 0.395 0.681

Normal tax due 0.536 0.664 1.710 0.554 0.665 1.739

Normal tax due plus fine / Prison / Other sanction -0.581 0.514 0559 -0.577 0.517 0.562

Don’t know 0.147 0485 1.159 0.135 0.487 1.144
Expected risk of detection (Ref: High risk)

Low risk 1.416** 0.613 4.119 1.395** 0.614 4.037

Don't know 0.026 1212 1.026 0.006 1212  1.006

Social norms - Estimated % of businesses selling undeclared goods and services (Under 10%)

10-29.9% 0.817 0.771  2.264 0.820 0.774  2.270

30% and more 1.422* 0.754 4145 1.426* 0.756 4.163

Don’t know 1.005 1.057 2731 1.001 1057 2720
Trust in Public Authorities Index® -0.782 0.589 0.458 -0.772 0.590 0.462
Tax Morality Index” -0.206** 0.091 0.814 -0.206** 0.091 0.814

Implemented demand-side policy measures - awareness raising

Receipt Lottery (Incentive) - Customer’s behaviour changed® -0.022 0.657 0.978
Campaign - Blue Poster - Customer’s behaviour changed® 0.131 0.428 1.140
Constant -4.884*** (0.951 -4.937*** 1.465 -4.904*** 1.464
Observations 1,160 1,155 1,147
Pseudo R? 0.04 0.11 0.11
Log likelihood -197.00 -182.27 -181.99
v 18.22 47.25 47.09
p> 0.03 0.00 0.00

Notes: Significant at *** p<0.01, ** p<0.05, * p<0.1; Y Financial Status Index: an index measuring
the financial status of the respondent on a scale from 1 (facing financial difficulties) to 10 (not facing
any financial difficulties); the higher the index the higher the financial status; ? Centre, North-West;
3 South-East, North-East: ¥ Bucharest-l1ifov, South; ® West, South-West: © Trust in Public
Authorities Index: a computed index measuring trust in public authorities (justice, police, civil
servants, tax and social security authorities, labour inspection, Government, Parliament, President)
on a scale from 0 (tend not to trust) to 1 (tend to trust); the higher the index the higher the trust in
public authorities; " Tax Morality Index: a computed index across eight non-compliant behaviours
on a scale from 1 (acceptable behaviour) to 10 (unacceptable behaviour); the higher the index the
higher the tax morale; ® Asking more often tax receipts due to Receipt Lottery (with cash prizes); *
Asking more often tax receipts due to this campaign (Blue Poster).

Eastern Journal of European Studies | 13(2) 2022 | 2068-651X (print) | 2068-6633 (on-line) | CC BY | ejes.uaic.ro



64 | Ioana Alexandra HORODNIC, Colin C. WILLIAMS, Iuliana CHITAC

Table 3. Logistic regressions of the likelihood to buy undeclared goods/services
to support the local economy in Romania: by socio-demographic and policy
related characteristics

Buying undeclared goods and services to support the local economy

Model 1 Model 2 Model 3

Variables B se(B) Exp(B) B se(B) Exp(B) B se(B) Exp(B)
Socio-demographic profile

Male 0.179 0.229  1.196 0.120 0.238  1.128 0.123 0.239 1.131
Age 0.023 *  0.013 1.023 0.019 0.014 1.019 0.021 0.014  1.021
Higher education 0481 * 0278 1.617 0.424 0.286  1.529 0.408 0.286  1.503
Children -0.221 0.320 0.802  -0.282 0.326  0.754 -0.288 0.327  0.749
Financial Status Index? 0.146 ** 0.068  1.157 0.134 ** 0.068 1.143 0.136 ** 0.068 1.145
Urban 0.730 ** 0.326 2.074 0.663 ** 0.333 1.941 0.664 ** 0.334 1943
Region NUTS 1 (Ref: Macroregion One?)

Macroregion Two® 0.341 0.310  1.406 0.237 0.319 1.268 0.221 0.321  1.248
Macroregion Three? -0.069 0.373 0933  -0.261 0.384 0.771 -0.261 0.385  0.770
Macroregion Four® 0.097 0510 1.102 -0.001 0.520  0.999 0.021 0522  1.021

Policy approaches
Expected sanctions for customers (Ref: No sanction)

Confiscation -0.229 0.277  0.795 -0.237 0.277  0.789
Normal tax due -0.837 0.751  0.433 -0.841 0.753  0.431
Normal tax due plus fine / Prison / Other sanction -1.253 *** (0.453  0.286 -1.290 *** 0.456  0.275
Don’t know -0.294 0.378  0.745 -0.301 0.380  0.740
Expected risk of detection (Ref: High risk)

Low risk 1.182 *** 0.439 3.260 1.177 *** 0.440 3.246
Don’t know 0.141 0.774  1.151 0.128 0.773 1.136
Social norms - Estimated % of businesses selling undeclared goods and services (Under 10%)

10-29.9% -0.323 0411 0.724 -0.338 0.411 0.713
30% and more 0.068 0.396  1.070 0.057 0.396  1.058
Don’t know 0.873 0.560 2.394 0.887 0.560  2.428
Trust in Public Authorities Index®) -0.737 * 0.448  0.478 -0.730 0.451  0.482
Tax Morality Index” -0.141 ** 0.070 0.868 -0.147 ** 0.070  0.864
Implemented demand-side policy measures - awareness raising

Receipt Lottery (Incentive) - Customer’s behaviour changed® -0.445 0.514 0.641
Campaign - Blue Poster - Customer’s behaviour changed® 0.324 0.313  1.382
Constant -5.314 *** 0.719 -4.245 *** 1017 -4.258 *** 1017
Observations 1,160 1,155 1,147
Pseudo R? 0.04 0.10 0.10
Log likelihood -310.13 -291.09 -290.20
Va 27.46 64.70 65.13
p> 0.00 0.00 0.00

Notes: Significant at *** p<0.01, ** p<0.05, * p<0.1; Y Financial Status Index: an index measuring
the financial status of the respondent on a scale from 1 (facing financial difficulties) to 10 (not
facing any financial difficulties); the higher the index the higher the financial status; 2 Centre,
North-West; ® South-East, North-East; ¥ Bucharest-1Ifov, South; ® West, South-West; ® Trust in
Public Authorities Index: a computed index measuring trust in public authorities (justice, police,
civil servants, tax and social security authorities, labour inspection, Government, Parliament,
President) on a scale from 0 (tend not to trust) to 1 (tend to trust); the higher the index the higher
the trust in public authorities; ” Tax Morality Index: a computed index across eight non-compliant
behaviours on a scale from 1 (acceptable behaviour) to 10 (unacceptable behaviour); the higher
the index the higher the tax morale; ® Asking more often tax receipts due to Receipt Lottery (with
cash prizes); 9 Asking more often tax receipts due to this campaign (Blue Poster).
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Starting with the profile of the consumer purchasing from the informal economy
for sustainability-driven rationales, as Model 1 in Table 2 and Table 3 display, the
finding is no significant association was identified as far as gender and region are
concerned (refuting H8 and H14). A weak association has been identified in relation
to whether the consumer has children but only for consumers aiming at protecting the
environment and with an opposite sign than expected, refuting H11. Similarly, a weak
association has been identified between the age and education but only in relation with
the consumers aiming at supporting the local economy. The older consumers are more
likely to support the local economy (partially confirming H9) and so are those more
educated (partially confirming H10). Similarly, the more affluent consumers are more
likely to make purchases from the informal market to support local economy (partially
confirming H12). Meanwhile, those living in urban areas are more likely to make such
purchases for both sustainability-driven rationales, to protect the environment and to
support the local economy (confirming H13).

Turning to how this practice could be curbed, as Models 2 and 3 display, the
finding is that the policies aimed at increasing the cost of participation in informal
economy are only partially valid. A higher perceived level of sanction is only
associated with a lower participation in the informal economy for those doing so to
protect the environment (partially confirming H1), whilst a higher level of detection
risk is associated with a lower participation in the informal economy for both
categories of consumer, driven by protecting the environment or by supporting the
local economy (confirming H2). Turning to the policies aimed at reducing the
acceptability of informal work and increasing consumers’ trust, the finding is that a
higher tax morale is associated with a lower participation in the informal economy
for both types of consumer purchasing from the informal economy due to
sustainability-driven rationales (confirming H5). Meanwhile, only a weak
association is identified between the social norm (the perceived behaviour of other
sellers and buyers) and participation in the informal economy but only for the
consumers aiming to protect the environment (partially confirming H3) and also,
only a weak association between the trust in public authorities and participation in
the informal economy but only for the consumers aiming to support the local
economy (partially confirming H4). Finally, moving from perceptions to actual
behaviours, and analysing whether consumers ask more often for fiscal receipts for
their purchases, reducing therefore their participation to the informal economy, the
finding is that none of the current policies currently implemented in Romania reduce
the participation in the informal economy of the sustainability-driven consumer
(refuting H6 and H7). As such, the Fiscal Lottery and the obligation of sellers to
display the Blue Poster informing the customers on their duty of providing fiscal
receipts do not reduce the participation to informal economy of these consumers.
The findings are robust when multiple imputation is used, as Table A2 in the
Appendix displays. To better reveal the effect of these variables, Figure 1 displays
the marginal effects.
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Figure 1. Marginal effects after logistic regressions

Male ——
Age -
Higher education - —a
Children ——
Financial Status Index *(a) | -
Urban ——
Macroregion Two *(b) ——
Macroregion Three *(c) —_—
Macroregion Four *(d) —_—
Expected sanctions: Confiscation - —
Expected sanctions: Normal tax due - R SE—
Normal tax due plus fine / Prison / Other 4 —
Expected sanctions: Donot know - —_—
Expected risk of detection: Low risk —
Expected risk of detection: Do not know - —
Social norms: 10-29.9% —=—
Social norms: 30% and more —a—
Social norms: Do not know - e
Trust in Public Authorities Index *(e) ——
Tax Morality Index *(f) -
Receipt Lottery (Incentive) *(g) ——
Campaign — Blue Poster *(h)} - . . + . ;
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A. Buying undeclared goods and services to help protect the environment
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Higher education ——
Children - ——
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Macroregion Three *(c)- ——
Macroregion Four *(d) —_—
Expected sanctions: Confiscation— —
Expected sanctions: Normal tax due | ——&%——
Normal tax due plus fine / Prison / Other| —®&—
Expected sanctions: Do not know - —
Expected risk of detection: Low risk —
Expected risk of detection: Do not know —.—
Sacial norms: 10-29.9% - —
Social norms: 30% and more - e
—_—
-
—_——
—_——
1 0

Social nerms: Do not know -

Trust in Public Authorities Index *(e)
Tax Morality Index *(f)

Receipt Lottery (Incentive) *(g)
Campaign — Blue Poster *(h)+

B. Buying undeclared goods and services to support the local economy

Notes: *(a) Financial Status Index: an index measuring the financial status of the respondent on
a scale from 1 (facing financial difficulties) to 10 (not facing any financial difficulties); the
higher the index the higher the financial status; *(b) South-East, North-East; *(c) Bucharest-
IIfov, South; *(d) West, South-West; *(e) Trust in Public Authorities Index: a computed index
measuring trust in public authorities (justice, police, civil servants, tax and social security
authorities, labour inspection, Government, Parliament, President) on a scale from 0 (tend not
to trust) to 1 (tend to trust); the higher the index the higher the trust in public authorities; *(f)
Tax Morality Index: a computed index across eight non-compliant behaviours on a scale from
1 (acceptable behaviour) to 10 (unacceptable behaviour); the higher the index the higher the tax
morale; *(g) Customer’s behaviour changed: Asking more often tax receipts due to Receipt
Lottery (with cash prizes); *(h) Customer’s attitude changed- Asking more often tax receipts
due to this campaign (Blue Poster).

Source: Authors’ representation
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Discussion and conclusions

This study has evaluated the relationship between purchasing goods and
services from the informal economy, sustainable consumption and localisation. The
findings contribute to the literature on the demand-side of the informal economy and
the formulation of evidence-based policies and practices.

Theoretically, the original contribution of this paper is that it reveals for the
first time a link between consumers’ motives to purchase informal goods and
services and sustainable development through localisation. It shows that there is no
purely sustainability-driven “representative” consumer in the informal economy.
Even if the rationales of environmental protection and localisation are highly
prevalent among consumers’ motives, these sit alongside other additional rational
economic actor and social actor reasons. Nevertheless, to deepen our understanding
of consumers’ motives for purchasing in the informal economy, there will be a need
in future to incorporate these sustainable development rationales into evaluations of
their reasons. Whether this is unique to Romania is not known. Further research will
be required in other countries to evaluate whether this is the case.

In terms of policy implications, this paper has revealed that the among the
current policy measures adopted in Romania to reduce informal economy purchases,
those that a significantly correlated with reductions in consumer purchasing from the
informal economy, applying to those purchasing for both sustainable-driven
rationales, are to increase the risk of detection and to enhance consumers tax morale.
The other policy measures are not working for this type of sustainable consumer who
purchases from the informal economy. On the way forward in policy terms, there is
a need for much more discussion and debate. Given the wider negative impacts of
the informal economy (see Williams, 2019), it is obvious that the growth of the
informal economy should not be encouraged. Rather, and as the existent literature
argues, there is a need to formalise the informal economy. How this can be achieved,
whilst retaining the environmental protection and localisation aspects of the current
production and consumption in the informal economy, requires further
consideration. Given the limited progress made towards sustainability (Bolton, 2022;
Lim, 20223, 2022Db), perhaps incentives to make it easier and beneficial for producers
and consumers to operate in the formal market might be considered, including by
providing tax rebates for purchasers, used in Denmark and Sweden, and service
vouchers used in France and Belgium (European Commission, 2021;
Michalopoulos, 2017; Williams, 2020). Whatever approach is adopted, there is a
need to harmonise policy approaches towards the informal economy and towards
sustainable development and localisation.

In sum, this paper has provided a novel contemporary analysis of the motives
for consumers’ purchases from the informal market. If showing the link between
sustainable consumption and purchasing informal goods and services results in a
comprehensive wider evaluation of whether this link exists elsewhere, then this
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paper will have achieved one of its intentions. If it leads to more attention being paid
to how policy can harness this purchasing behaviour that turns to the informal
economy to facilitate localisation and sustainable development, then it will have
achieved it wider intention.
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Appendix

Table Al. Variables in the analysis (n = 1,209)

Variable Code Mode or
mean
Buying undeclared goods and services to help  0-No; 1 - Yes 0 (96%)
protect the environment
Buying undeclared goods and services to 0-No;1-Yes 0 (92%)
support the local economy
Male 0 - Female; 1 - Male 0 (67%)
Age Years (exact age) 29 years
Higher education 0 - Primary and secondary 1 (62%)
education; 1 - Higher education
Children 0-No;1-Yes 0 (75%)
Financial Status Index Index: 1 (facing financial 7.03
difficulties) to 10 (not facing any
financial difficulties)
Urban 0 - Rural; 1 - Urban 1 (75%)
Region NUTS 1 1 - Macro-region 1; 2 - Macro- 2 (55%)
region 2; 3 - Macro-region 3; 4 -
Macro-region 4
Expected sanctions for customers 1 - No sanction; 2 - Confiscation; 1 (42%)
3 - Normal tax due; 4 - Normal
tax due plus fine / Prison / Other
sanction; 5 - Don"t know
Expected risk of detection 1 - High risk; 2 - Low risk; 3 - 2 (74%)
Don’t know
Social norms - Estimated % of businesses 1 - Under 10%; 2 - 10-29.9%; 3 - 3 (44%)
selling undeclared goods and services 30% and more; 4 - Don't know
Trust in Public Authorities Index Index (trust in justice, police, 0.36
civil servants, tax and social
security authorities, labor
inspection, Government,
Parliament, President): 0 (tend
not to trust) to 1 (tend to trust)
Tax Morality Index Index (eight  non-compliant 7.86
behaviors): 1  (acceptable
behavior) to 10 (unacceptable
behavior)
Receipt Lottery (Incentive) - Customer’s 0 - Customer’s behaviour not 0 (94%)
behaviour changed changed; 1 - Customer’s attitude
changed
Campaign - Blue Poster - Customer’s 0 - Customer’s behaviour not 0 (83%)

behaviour changed

changed; 1 - Customer’s attitude
changed

Source: Authors’ representation
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Table A2. Logistic regressions of the likelihood to buy undeclared
goods/services to help protect the environment and to support the local economy
in Romania: by socio-demographic and policy related characteristics (with
multiple imputation for missing data)

Buying undeclared goods and services to:

help protect the support the local
environment economy
Model 1 Model 2
Variables B se(B) Exp(B) B se(B) Exp(P)
Socio-demographic profile
Male -0.533 0.337 0.587  0.140 0.239 1.150
Age 0.017 0.020 1.017 0.022 0.014 1.022
Higher education 0.133 0.360 1.142 0.372 0.282  1.450
Children -1.026** 0.485 0.359 -0.252 0.324 0.777
Financial Status Index® 0.116  0.090 1123  0.137** 0.067 1.147
Urban 0.952* 0.498 2590 0.641* 0.332 1.899
Region NUTS 1 (Ref: Macroregion One?)
Macroregion Two3 -0.644* 0.375 0.525 0.251 0.321 1.286
Macroregion Three? -0.655 0438 0519 -0.135 0.375 0.874
Macroregion Four® -0.709 0.669  0.492 0.025 0.522 1.025

Policy approaches

Expected sanctions for customers (Ref: No sanction)
Confiscation -0.454 0.392 0.635 -0.264 0.277  0.768
Normal tax due 0.459 0.657 1.582 -0.866 0.751 0421
Normal tax due plus fine / Prison / -0.619 0.515 0.538 -1.299*** 0.453  0.273
Other

Don’t know 0.011 0482 1.011 -0.336 0.376 0.714
Expected risk of detection (Ref: High
risk)
Low risk 1.463** 0.612 4.320 1.051** 0.412 2.862
Don’t know 0.151 1220 1163 -0.102 0.753  0.903
Social norms - Estimated % of businesses selling undeclared goods and services (Under 10%)
10-29.9% 0.909 0.770  2.483 -0.262 0.409 0.770
30% and more 1.419* 0.755 4.135 0.110 0.395 1.116
Don’t know 1.004 1.053 2.730 0.878 0.557  2.405
Trust in Public Authorities Index® -0.550 0.577 0577 -0.818* 0.450 0.441
Tax Morality Index” -0.188** 0.090 0.828 -0.167** 0.068 0.846
Implemented demand-side policy measures - awareness raising
Receipt Lottery (Incentive)® -0.021  0.654 0.980 -0.394 0517 0.674
Campaign - Blue Poster®) 0126  0.423 1134 0308 0.311 1.361
Constant -5.009*** 1.455 -4.057*** (0.995
Observations 1,209 1,209
Imputations®®) 10 10

Notes: Significant at *** p<0.01, ** p<0.05, * p<0.1; Y Financial Status Index: an index measuring the
financial status of the respondent on a scale from 1 (facing financial difficulties) to 10 (not facing any
financial difficulties); the higher the index the higher the financial status; ? Centre, North-West; 9
South-East, North-East; 4 Bucharest-Ilfov, South; % West, South-West; ® Trust in Public Authorities
Index: O (tend not to trust) to 1 (tend to trust); the higher the index the higher the trust in public
authorities; ” Tax Morality Index: 1 (acceptable behavior) to 10 (unacceptable behavior); the higher the
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index the higher the tax morale; 8 Asking more often tax receipts due to Receipt Lottery (with cash
prizes); 9 Asking more often tax receipts due to this campaign (Blue Poster); 19 Imputed (by variable):
Buying undeclared goods and services to help protect the environment (16), Buying undeclared goods
and services to support the local economy (16), Male (10), Age (3), Higher education (7), Children (7),
Financial Status Index (3), Urban (16), Region NUTS 1 (0), Expected sanctions for customers (1),
Expected risk of detection (6), Social norms - Estimated % of businesses selling undeclared goods and
services (4), Trust in Public Authorities Index (0), Tax Morality Index (0), Receipt Lottery (Incentive)
- Customer’s behaviour changed (12), Campaign - Blue Poster - Customer’s behaviour changed (2).

Source: Authors’ representation
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