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This paper addresses the issue of household demand for services in Poland when
informal sector is taken into consideration. The aim of the study is threefold: (i)
to investigate the factors influencing households expenses for services, (ii) to find
the determinants of households’ tax strategy (choice between acquiring services
on regular labour market or not), (iii) to investigate the differences between the
factors that influence the expenses for formal versus informal services. Two-step
Heckman selection model is used to account for the selection into buying
household services. Lee’s (1983) procedure is adopted to control for the selection
into the particular choice of tax strategy when purchasing household services.
The decision whether to buy household services and whether formally or
informally is modelled as a sequential choice and estimated by bivariate probit
with selection. An important novel feature of the model used is the inclusion of

variables that capture social norms and personal attitudes toward tax evasion.

The study concludes that:

factors influencing expenses for services are positively related to financial
situation of households, education and age of household head.

The probability of avoiding taxes is higher for lower income households,
households with more than one member and for those where a positive
attitude toward informal employment is expressed.

The impact of determinants of expenses for formal and informal services
separately is comparable. Only household structure has the opposite effect on
expenses for formal services versus informal ones.

Selection coefficient is significant in both strategies and positively influences

expenses for services.
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