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*The ILO views undeclared work through the
lens of the informal economy

All economic activities by workers
and economic units that are —in law or
in practice — not covered or
insufficiently covered by formal
arrangements

Recommendation No. 204

Arsenio Fernandez
Technical Specialist on Labour Inspection,
Labour Administration and OSH

“[Employment]...which, while not illegal in
itself, has not been declared to one or
more administrative authorities...”.

OECD Employment Outlook1986

“Any paid activities that are lawful as
regards their nature but not declared to the
public authorities, bearing in mind that
differences in the regulatory system of Member

States must be taken into account.”

Communication of the Commission on Undeclared Work, COM (98) — 219.




What is informal economy? |

Some definitions of Informality

ENTERPRISE-BASED DEFINITION

Employment in the informal sector — All jobs in informal sector enterprises -

JOB-BASED DEFINITION

Informal employment — “All informal jobs, whether carried out in formal sector
enterprises, informal sector enterprises, or households -

|LO-DEFINITION

Informal economy - All economic activities by workers and economic units that are
—in law or in practice — not covered or insufficiently covered by formal arrangements

What is informal economy? Il

The ILO uses the term of ‘informal economy’ and defines informal
economy as

«all economic activities by workers and economic units that are—in
law or in practice- not covered or insufficiently covered by formal
arrangements»

Article 2 (a) of the Transition from the Informal to the Formal
Economy Recommendation, 2015 (No.204)



Consequences of informal economy for workers

Workers in the informal economy are not recognized, registered
or regulated under labour legislation and social protection, and
generally go unaccounted for in official statistics. As a result

They largely lack social protection

The lack of rights at work

They lack of representation in the workplace

Decent work and informal economy

The International Labour Organization emphasizes the need to
encourage transition from informal to formal work as a
prerequisite for achieving decent work.The informal sector does
not comply with the four Decent Work Pillars:

Promoting
Jobs
Promoting Guaranteeing
Social Dialogue rights at work
Extending
Social

Protection



EU concept of Undeclared Work

The European Commission adopted the communication 98/219,
of 7 April 1998 which defines undeclared work as

“any paid activities that are lawful as regards their nature but
not declared to the public authorities, bearing in mind that
difference in the regulatory system of Member States must be
taken into account”

This definition excludes criminal activities and work which does
not have to be declared.

Consequences of Undeclared Work

» Working conditions, health and safety
» Employment rights (annual leave, working time)
» Training, lifelong learning

» Employment security (redundancy payments, unemployment
benefits)

» Pensions, healthcare,
» Unfair competition

» Reduction of tax revenues and social security contributions



Typologies of undeclared work |

Wholly undeclared work
Types:

- Unregistered employees without a contract who
work for a business, for a household, as family
members, private tutors, or as farm workers.

- Undeclared own-account work conducted on a self-
employed basis where all or some of their
transactions are not declared.

Typologies of undeclared work Il

Under- declared work

Main characteristic: illegal practice of salary under-
reporting. Includes

» Double payments: (a) an official salary declared for
tax, social security and labour law purposes, and (b)
an additional undeclared remuneration received
‘under the table’ or by ‘envelope’.

» Employment contracts for less working time that what
employees actually work.



Aims of the EU platform on UDW

Decision 2016/344 of 9 March 2016

» Exchange of best practices and information and to provide a framework
at Union level for the purpose of developing common understanding,
expertise and analysis on undeclared work

» Shared definitions and common concepts of undeclared work

» Encourage cooperation between the different enforcement authorities
of Member States participating in such cross-border actions on a
voluntary basis.

» Strengthening of cooperation between Member States

The role of Labour Inspection

The strategy for government action, especially through the
ministry of labour should be taken basically on three fronts:

v’ preventing informality,
v’ formalising informal activities and

v’ reducing the protection gap.



What are the challenges faced by Labour
Inspection ?

v The insufficient mandate of labour inspection with regard to
the dispersed, hidden nature of the informal economy

v' Weakness of labour administrations, and particularly labour
inspection

v' Lack of resources allocated to labour inspection

v’ Need to respond to specific difficulties (work in private homes,
in agriculture, in MISEs)

v’ Lack of specific strategies and methodologies
v’ Lack of specialized training
v’ Poor cooperation with external stakeholders
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Pre-Conditions for Labour Inspection in the
informal economy |

An adecuate Legal Framework




Pre-Conditions for Labour Inspection in the
informal economy I

Legal framework aligned with ILS, in particular regarding the
conditions of service of labour inspectors

Powers of labour inspectors

v’ Supervision: including its right of free entry to
establishments and the right of free inspection

v" Injunction: ordering the enterprise to adopt necessary
measures to remedy defects in accordance to the labour
legislation

Pre-Conditions for Labour Inspection in the
Informal Economy lli

Institutional Framework

Enhancing
Resources
Collobration Centralizati
with on/
particular
sector/sector  Cooperation ~ Decentraliz
association with other ation
public or
private

institutions



Challenges for Labour Inspection on UDW

Special difficulties in the inspection visits, due to the
characteristics of undeclared work

How to legalise the situations of noncompliance that have been
found and indemnify those whose interests have been
prejudiced.

Sectorial problems

Role of Labour Inspection on UDW

No worker should be excluded from protection on account of an
irregular employment status and that the functions of labour
inspectorates are to secure conditions of work in accordance
with relevant legal requirements and not the lawful nature of
their employment.

The mandate of labour inspectors should be distinguished from
other bodies in order to maintain a climate of confidence
between labour inspectors and workers, including the ones
undeclared.

( 2006 General Survey on Labour Inspection (8 150)



DIVERSE COMPLIANCE STRATEGIES THROUGH
LABOUR INSPECTION



COMPLIANCE

Most commonly
a good strategy
involves all four

Prevention Assistance
vectors Where do

We want to go

Where do
we come from

Deterrence Enforcement How to get

there?

Defining vectors for a strategy NON-COMPLIANCE

EU practices | : regarding mandate and
organization

> Central LI countering UDW

> Committees or inter-institutional departments/ agencies
> Specialized units

> Self-regularization initiatives

> Use of new technologies



EU practices II-Other approaches

Poland = Press material concerning prevention of illegal employment
(use of media)

Ireland = Release of information on labour law compliance by phone,
additionally to the information available on the website and printed
resources

Spain = register of accredited enterprises for construction, whose
licence can be cancelled as a result of inspection.

EU practices lll: other approaches

France - Construction owners are elucidated about their
obligations when applying for a licence

Norway —> there is since 2011 a compulsory approval scheme
where companies rendering cleaning services have to seek for
approval from the labour inspectorate, which can ban companies
that were not approved

Belgium —> The abuse of false self-employment status by
European migrants led the government to legislate in a way to
demand payment of their respective social security taxes from the
day they arrive in the country



Tools for Labour Inspection |

The first and better tool for labour inspectors to tackle effectively
undeclared work is the law.

0 Legal presumptions

0 Reversal of burden of proof

0 Lists of indicators for the recognition of the employment relationship
(Recommendation No. 198 (2006)

Tools for Labour Inspection Il

Technical tools developed for undeclared work include:

e planning maps,

e criteria to select enterprises,

* manuals,

* operational guidelines,

e checklists and scripts for interviews,
e visit protocols

e and visit follow up procedures.

Inspectors may carry out inspections using agreed case
management procedures



Tools for Labour Inspection lli

Databases with information on

businesses,

workplaces,

inspection visits

and procedures

are fundamental tools

Tools for Labour Inspection IV

Specific Training:

Labour inspectors need to be capacitated on the use of soft
skills to conduct visits on undeclared work as they will be
dealing regularly with non-cooperative employers, poorly
informed workers, migrant workers and can face obstruction
to inspection.

Joint visits with other authorities will require high levels of
assertiveness for which training is also suggested.



Tools for Labour Inspection V

Cooperation with other administrative authorities

The number and nature of institutions dealing with
undeclared work is multiple, among which Ilabour
inspectorates, social security, tax administration, immigration
services and to some extent the police.

Tools for Labour Inspection VI

Collaboration with social partners

On the 2006 General Survey on Labour Inspection, the CEACR
pointed out that “the labour inspectorate can attain its
objectives only if appropriate measures are adopted by the
competent authority to promote effective collaboration with
employers and workers in its activities. Indeed, social partners
have a fundamental role on defining responses to prevent and
fight against undeclared work”

Tools for Labour Inspection VI

Cross border cooperation

Exchange of information about enterprises and workers from
one country operating in the other, but also on capacity
building by sharing views, experiences and tools.
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LI Campaign
to tackle undeclared work -Portugal

Kyiv - Ukraine,
07-08 December 2016
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Introduction

d LI in Portugal: organisation and attributions
O Labour inspector’s powers
3 Main enforcement procedures

Portuguese LI Campaign on UDW 2014-2015

O Concept of UDW

QWhy a national campaign

A Objective

O Key actions

d Partners

d Key elements and tools

d Challenges and factors of success
0 Some results
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Labour Inspectorate Organisation

in Portugal

10O
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The Authority for Working Conditions (LI)

v A state central authority

=

Integrates the direct administration of state under the Ministry of

Labour, Solidarity and Social Security (MTSSS)

In all private sectors

Except public sector

Head Office in Lisbon

N U N R NN

mainland Portugal (32)
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LI Organisation in Portugal/ OO

Attributions

It is generalist: labour relations and OSH

Jurisdiction over the whole of the mainland territory

Decentralised services, spread throughout all the districts of

IFSA
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e Undeclared work

e Social security

e Working hours

e Maternity/paternity leave

e Holidays, public holidays and
absence

e Posting of workers
e Remuneration

e Reduction or suspension of
employment contracts

e Bogus self-employed

9 REPUBLICA
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TRABALHO, SOLDARIEDADE

E SEGURANCA SOCIAL

e Agriculture

e Construction

e Machinery

e Mines and quarries

e Footwear industry

e Fisheries

e BukopucrtaHHs asbecty
¢ Biological agents

e Chemicals

e Carcinogenic

e ATEX (explosive
atmospheres)

e GMOs (genetically modified
organisms)

e Transport

ACT

D RS O TRASAL
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Requesting the
collaboration or

intervention of do'tiﬁl:::::s
police =ty
authorities records, files

—
Requesting the ~ Taking
demonstration photographic
of the work records and

processes used measurements

REPUBLICA

e PORTUGUESA
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SEGURANCA SOCIAL

CENTENARIO |
Enforcement procedures st 1 o

eminor breach of the law is overcome within a
reasonable time limit

ewhenever there is no serious and irreparable
damage for the employee, labour administration or
social security

oto rectify any fault regarding to OSH within a
reasonable time limit

eunderage activity
eOSH: in the event of immediate or imminent
danger for the safety or health of employee

eviolation of law/ regulation subject to the
competence of LI

einfringements punishable with a fine
edirect verification of facts by the labour inspector

: | eindirect verification through documents or other
_— registries
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Concept of UDW Portugal

CENTENARIO |

INSPHTAD 00 TRASA 8D POETOELEIR

The concept of wundeclared work wused throughout this
presentation is the one adopted by the European Commission in
both its Communications about undeclared work [COM(98) 219,
p. 4 and COM(2007) 628 final, p. 1]: any paid activity lawful
in nature, but not declared to public authorities, taking
into account the legislative differences existing between
Member States.

The undeclared work in Portugal can be divided into two major
categories:

- fully undeclared work

- partially undeclared work

The latter can also be subdivided into two other subcategories:
sub statement of pay and disguised employment.

Why a national campaign? OO

CENTENARIO

S

Evolution of unregistered economy in Portugal 1970/2013

Economia ndo registada no PIB oficial

Percentagem
30
26,81 The weight of unregistered
25 economy in the official GDP
in Portugal has evolved from
10.23% in 1970 to 26.81% in
20 2013
15
10
1970 1980 1990 2000 2010 2013

Source: Observatory of Economics and Management of Fraud AG



Why a national campaign?

It is necessary to raise
public in
general and workers
and employers in
particular about the
risks of UDW, to create
a ]

Occupational

hazards

Objective

Information and
awareness-raising
activities, in conjunction
with social and
institutional partners

9 REPUBLICA
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Inadequate
working
conditions
Sustainability
of the social
security
Undeclared Bystein
work

Lack of
social
protection

CENTENARIO|=
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Contribute on
transforming a
significant
n :

means of inspection
actions by the LI, in
articulation with
institutional partners
\with inspective powers



Objective 1O
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Strategic objectives:

A) Detect and combat fully and partially undeclared work,

promoting the transformation of undeclared work into
regular employment;

B) Promote a culture of compliance with employment
obligations;

C) Raise awareness of the need and advantages of declared
work and the negative consequences of its non-declaration.

. o S,
ATELA L &
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The strategic objectives were embodied in the following

operational objectives: Al

INEPEDAD 0 TRASAL WD PDSTURLES

Inform the labour market
agents on existing labour
obligations, promoting
compliance

Contribute to fair
competition between

Promote the
employers

transformation of
undeclared work situations
into regular employment;

Contribute to effective

social protection of Contribute to the
workers in situations of prevention of occupational
iliness, accident, hazards associated with
unemployment or old age; undeclared work and the
improvement of working
9 REPUBLICA conditions;
A PORTUGUESA

TRABALHO, SOLIDARIEDADE An
E SEGURANGA SOCIAL

AUTORIDADE PARA AS
D RS O TRASAL



Key actions CETENATL0
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The Campaign was structured in two lines of action:
(1)Information / Awareness raising / Education

(2) Inspection visits by LI (enforcement)

LI and institutional partners with inspective powers have
developed actions within 1) and 2).

Social partners and other institutional partners with no

inspective powers participated only in 1) - Information/
Awareness/ Education.

9 REPUBLICA

e PORTUGUESA A n
RANG AUTORSDADE

Key actions - The Campaign
was developed through actions of:

CENTENARIO|=
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(A) Informing the various labour market agents of existing
declaratory obligations and consequences of non-compliance;

(B) Awareness in civil society of the effects and consequences of
undeclared work;

9 REPUBLICA
%~ PORTUGUESA

TRABALHO, SOLIDARIEDADE
E SEGURANCA SOCIAL




Key actions - The Campaign 100"

was developed through actions of: EENTENARIOZ

(C) Information to future labour market agents, including
students and trainees, on declaratory and contributory
employment obligations and consequences of non-compliance;

D) promoting the regularization of undeclared work situations
detected through LI action jointly with institutional partners with
inspective powers, through the strengthening of control
mechanisms.

’
WORKERS
RIGHTS
q
__ @R4ges
i REPUBLICA wrorer JaboCart. c0m
. PORTUGUESA o — An
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Partners '}@”

Alto Comissariado
pa

ra as Migracdes, I.P.

Institutional partners:
v'Social Security Institute (ISS) b1 4

INSTITUTO DO EMPREGOD

v Tax and Customs Authority (AT) ﬂ_

vImmigration and Borders Service (SEF) SEF:

v'Institute of Employment and Training (IEFP)
v'National Association of Portuguese Counties (ANMP)

v'High Commission for Migration (ACM) C/‘ g
\P

AGRICULTORES DE PORTUGAL

Social Partners
v'Trade Unions Confederations (UGT and CGTP-IN)
>
vEmployers’ Organizations (Agriculture - CAP.gcfP
Industry - CIP; Trade and Services - CCP;

Tourism - CTP) ACT

et et
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Key elements and tools :
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 Targets
vEmployers (beneficiaries of the activity)
v'"Workers

v Citizens in general, especially children and
young people (the workers of tomorrow)

Key elements and tools ~ |
CENTENARIO|=
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» Support tools
v'Citizens in general: national advertising campaign (written press
advertisements and radio, posters, flyers)
v'Specific targets (employers and workers): posters, flyers,
telephone helpline, FAQ with answers on LI website, micro site for
the campaign
v'Children and young people: sessions of awareness and information
in schools (elementary and high school)

TRABALHO NAO DECLARADD
s PRAR O] FERUSE|AL Rakh TODER!
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Key elements and tools

Awareness/ Information / Education
Tools

€ 2 C [0 www.act.gov.pt/nHad

Disclosure
CAMPANHA NACIONAL ! i g | Press
m - = || |kese " Electronic flyers
NAO DECLARADO : . _
_ Social networks
e Radio spots
Partners

praoc
especialmente d

e A

Challenges/ difficulties when planning

inspections against UDW CENTENATIO -

Diffj!cu Ity to _notify
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Factors of success 93’.“5”"‘“19;&
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Cross-border
cooperation

Compliance
approach

Cooperation __ Cooperation

with the with other
judiciary : lﬂl a e[;

National Campaign UDW 2014 ,
Some results RENTENARIOIS

||| CAMPANHA NACIONAL

GOVERNO DE
? PORTUGAL | o securancasoc

UNDECLARED WORK.
It's bad for you, harmful for all! e s



National Campaign UDW 2014
Some results

If you have any questions please contact

For more information see

NATIONAL CAMPAIGN

UNDECLARED WORK

IT'S BAD FOR YOU, HARMFUL FOR ALL!

100

CENTENARIO
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National Campaign UDW 2014

Some results

What's UNDECLARED WORK?

These are the situations of undeclared work:

» Lack of communication fram workers to Social Security

« Partial or total no declaration of the compensation paid to workers to Social Security,

to th

surer and to the Tax Authority

» False statements regarding retribution

Undeclared work can be the same as:

» Inadequate worki ditions

» Discrimination and social exclusion

oeganisation ¢
pratection i

The National Campaign against
UNDECLARED WORK aims to:

« Promote a culture of fulfillment and knowledge of the rights and obligations concerning
employment

= Aler es of declared work and also

the society, employers and workers far the advani

tor the negative aspects of the non-declaration

declared work into

= Alert, inform and promote the transformation of fully or partially ur

regular work

Don't work
in the shade

What are the risks for the employer

with UNDECLARED WORK?

eclared workers sometimes are unhappy

may not be identified with the company,

which s reflected in  productivity and

competitiveness of the comp

+ Undeclared workers are not covered by
nsurance for accidents at work therefore they
have to assume all costs, in full, in case of an
accident

« The

misdemeanar, very sfious of tax ¢

ployer will be charged with a serious

« The employer will have to retwrn all the

subsidies received and pay all the missing

contributions, being also responsible for social

benefits unduly recenved by the workers

What are the risks for the employ
with UNDECLARED WORK?

tlared worker

t covered by

s at work

worker and his family will stay in an unprotecte

situation and will not benefit social protection

from Social Security

* In case of iliness or unemployment, the
undeclared  worker does  not
compensation or any allowance

« The undeclared worker is not entitled to a
parental leave allowance

» The period of undeclared waork

undeclared payments don't count for the
retirement
» The u zred worke:

amounts received from social security

CENTENARIO

IMEPEDAD 0 TRARAL MO PISTUILFSA




National Campaign UDW 2014

Some results CENTENARIO =

Awareness/ Information / Education
« 129 sessions
« 6.607 participants

- Targets:
« Workers and their representatives
« Employers and their organisations
« Independent workers /service providers
« Associations

« Students (elementary and high school students)
« University students and teachers

National Campaign UDW 2014 :
Some results I

Inspection

Labour inspectors

Inspection visits

' Joint inspections (Social
Security, Immigration
Service, Tax Authority,

Police

el S
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National Campaign UDW 2014

Some results CENTENARIO| =

Inspection

Employers found
with UDW

Fines

Infractions

ACT

e v

National Campaign UDW 2014 ;
Some results QRsTENARIOlS

Inspection

Amounts
due to
(ME)

Social
Workers Security
| |
20,8 M 4,7 M

ACT

et et



National Campaign UDW 2014 10

Some results | CENTENARIO

Inspection

9.073

undeclared
workers

4.247
underreporting
of wages

1.582 bogus

3.244 totally
self employed

undeclared

S

National Campaign UDW 2014 :
Some results CENTENARIO |2

Inspection

Totally undeclared

®Men mWomen mTotal mIntegrated
3244

* 40% of the

situations were
corrected!

1629

1615 1276




Conclusions: main measures to 1C0F
combat UDW CENTENARIO

Detection and Assessment and

Preventive Eas N
sanctioning monitoring

Recollection, treatment
exchange and data

Legal framework

favourable to Cross-border

cooperation

registration analysis
Information, awareness Collaboration between Cooperation between
and reinforcement of competent national institutes responsible for
collective bargaining authorities data statistics
- Involvement of social Continuous monitoring
Exchange good practices
partners of results
Promote job creation Strengthening of = |

policies sanction mechanisms

Conclusions ]CENTENARID

INGFRAD DO TRARAL N0 PDETUTUFER
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- 1st campaign of labour relations developed with social
partners

« Great dynamic with partners
- Approach at the local level between various agents
- Development of methodology and specific instruments

 Difficult to detect situations and evidence - hidden
phenomenon

- Existence of legal constraints

- Essential crossing data to optimize information andgll
ensure effectiveness
ACT
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fatima.pisco@act.qgov.pt
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International Labour Organization
"The effectiveness of labour inspection system and mechanisms of social dialogues
strenghthened ”

Tripartite workshop

Undeclared Work in' UKkraine:
measurement, scope and ways:to
deter

Olexandr Tsymbal, National Institute
of Strategic Research



Main manifestations of undeclared work in Ukraine and urgency to
overcoming this phenomenon

N

Informal employment of hired workers in formal sector enterprises and employment
I of the family members working for free

Unregistered employers and employees working in their enterprises

Members of unregistered cooperatives and other associations of people working
together at their own expense

Individuals working at their own expense (self-employed persons) without forming a legal entity

Workers who are paid to perform work in the housholds of other persons
Persons employed in the formal sector, registered but their working hours and wages are not fully declared

Persons who are registered in the formal sector as entrepreneurs,sub-contractors,under civil legislation or other workers under non-standart
employment arrangements,but these legal forms hide actual labour relations with enterprise

Persons who works outside enterprise premises,under false forms of sub-contracting,outsourcing and other non-standard activity




Wages in envelopes

Ministry of Economic Development foysonl

and Trade of Ukraine

Employment in

employment in !
i the informal

the formal sector s
sector

State Statistics Service
Who measures of Uktaine

Asa part of the shadow econamy Exists in both formal and informal sectors

| of economy.

Il' The shadow economy - the economic activity of business Covers all type of non-standart work and
entity which is not registered in accordance with the all being employed but de jure and de facto
established procedure perfomance of works and delivery of not covered by national labour law tax
services, evasion of taxes,collections (mandatory payments), system and social protection system.
statistical questionaire surveying and submission of statistical Defined as total number of informal
reporting what results in violation of the statutory established workplaces in enterprises of formal or

| norms (levels of the minimum wage working hourswork informal sectors or in households (within

| conditions and safety, etc. the reported period).

The procedure for determining informal employment

Characteristics of primary employment

employment status
i not the employee

Payment of single social contribution by employer SE"'WOY&“ and family members

working for free

v s et

paid sick feave pald sick leave paid sick feave

¥ S s

informal empioyment




Various aspects of undeclared work in terms of the shadow economy and informal
employment
-- 13 pct - The average difference between the share of informal employment and shadow work on the
method!aggregate level of shadow economy; iniunregistered employment ;

-- The dynamics of informal employment s better correlated withiindicators ofishadow housenold
spending in retail'than with the level of the shadow economy

56

36,8

39,2

2010 2011 2012

2013 2014 2015

he level of the shadow economy.% of GDP

The population employed in the informal economy

B Shadow
household
spending in retail
trade

O Level shadowing
method
unregistered
employment

General parameters informal employment in Ukraine in 2015

1644 3,2 thousand people -
the number of the
employed population
Ukraine

12139,9 thousand people
- the population employed
formally (that's 73.8% of
the employed population)

4303,3 thousand. - the
population employed
informally (that's 26.2% of

the employed population)

formal sector

formal employment




Two sub-groups of informally employed population:

informal

formal sector 2075, 1 cectct

the m’gﬂqotgiessnd o% 2228,2 thousand - the

DErsons employed number of employed

informally in~  the in the informal sector
formal sector (48.2% (51.8%  of the
of the employed _ employed informally)

employment employment

B |evel informal
employment 2015p.

M |evel informal
employment 2014p.

formal informal
sector sector

%

RN TV

informal
employment

M Total ® Female ™ Male ® Urban ™ Rural

A significant difference
only in the context of
settlement

2 level informal sector in 2015
informal
sector

informal
employment

The majority work in the
informal sector as
employers or self-

employed. However,
among male and urban
residents their share
significantly less.




Gender and settlement features of informal employment in the formal sector,
depending on age

M Yceoro M 15-24 m25-29 m30-34 m 35-39 m 40-49 m 50-59 m60-70

The older person
so less chance
that he/she will
work as
undeclared

Among men and
urban residents,
this tendency is
clearer.

Female

W Total 1524 ®25-29 m30-34 m35-39 m40-49 = 50-59 m60-70

The most
vulnerable to
informal
employment in the
formal sector are
young people
under 24 years.

162 451 150

Gender and settlement features the share of employment in the informal sector,
depending on age

B Total M 1524 m25-29 m30-34 m35-39 m40-49 m50-59 m60-70

Most sensitive age
groups regarding
employment in the
informal sector are
young persons 15-24

and over 60 age. Female

W Total m15-24 w25-29 m30-34 m35-39 m40-49 m50-59 m60-70

At the age difference
between urbans
expressed strongly

Softer

50 62 41 48 48 49 54 80




formal
sector

informal
employment

Types of economic
activity by gender

Types of economic
activity by types
of settlements

® Agriculture, forestry and
fishing

o Industry

m Transportation and
warehousing, postal and
courier aciviies

= Wholesake and refail rade;
repair of motor vehicles.
and molorcycles

= Construcion

= Accommodation and fod
service achvibes

® Agriculure, forestry and
fishing

® Indusfry

= Transportation and
warehousing, postal and
courier activiies

= Wholesale and refail rade;
repair of moor vehicles and
moioreycles

= Construction

# Accommodation and food

Signs underdeclared work in the formal sector of registered full-fime emnloveeas

Ranking of economic activities the share of
full-time employees in the formal sector, for
which there is reason to talk about the risk of
undeclared work closely corresponds with the
ranking of economic activities in terms of
informal employment in the formal sector

Yeworo Accommodation  Wholesale and Agriculture,
and food senice retail trade; repair  forestry and
activities of moter vehicles fishing
and motorcycles

formal sector

formal
employment

O Employees who were paid less
than 50% of the time

B The share of workers receiving
wages less than minimum

_ ‘ N

Industry

0O The share of employees who
received wages close to the
minimum wage

Construction  Transportation and
warehousing,
postal and courier

activities

B The share of workers who are in
the area suspicion of
undeclared wages



formal
sector

informal
employment

The gender structure of
economic activity.

In gender structure
of economic activity
In the trade sector
and informal
employment HoReCa
a “female's face"

Settlement structure of
economic activity
Only in agriculture
predominate in rural
areas

informal sector

informal
employment

Types of economic
activity among
demographic groups

Employment in the
informal sector
dominates employment
in agriculture.

In construction - a large
amount of employment
in the informal sector in
rural areas and among
men.

|

Constnucton Transperizbon and warehousing.  Ageiculiuse, feesty and fshing

Fostal and courir ac s

Whelasale and el irade; repar Accommodaton and food sevice

of mator vahiches and achviies

Accommaodation and Transporiafion and Wholesale and retail
food service activiles  warchousing, postal  trade; repair of molor
and courier activies wehicks and
motorcy cles

® Agriculture, foresty and
fishing

® Constucion

B \Wholesale and refall rade;
repair of motor vehides and
mobreycles

= Transportation and
warehousing, postal and
courier acfvifes

B Industy

B Accommodation and food
service achvies




Vinnytsia
" Chermivisi

Regions in Ukraine by group according to the proportion
of informal employment in the formal sector of economy in 2015,
% to employment in the relevant region

[ ] 1 group tless than 7.0) [l v group (10.6 - 12.0)
[Juoow1-85 | vorouw (121-160
D Il group (8.6 - 10.5) . V! group (more than 16.0)

The share of informal employment in the formal sector
of economy by region in 2014 and 2015,
% to employment in the relevant region

2014 2015

Chernihis

Chernivisi

Legend

Regions in Ukraine by group according to the proportion of
informal sector of economy in 2015, % to employment in the relevant region

[:l I group (less than 12.0) . 111 group (18.1 - 30.0)
. Il group (12.1 - 18.0) . 1V group (more than 30,0)

The share of employment in the informal sector in 2014 and 2015,
% to employment in the relevant region

2014 2015
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Economic activity Size of the Region Number of
critical regions with
threshold critical
threshold
values in
economic
activities
Agriculture, forestry and Eqgual or Vinnytsia, Volyn, Zakarpattya, Ivano- 8
fishery above 80% | Frankivsk, Rivhe, Ternopil, Kherson
Chernivtsi
Construction Equal or Vinnytsia, Volyn, Zakarpattya, Ivanj- 7
above 70% | Frankivsk, Rivne, Kherson, Chernivtsi
Wholesale and retail Equal or Zakarpattya, Ivanj-Frankinvsk, Odesa 5
trade, oth. together with above 40% | Sumy, Kherson
Accommeodation and food
services activities
Transportation, storage, Equal or Volyn Dnipropetrovsk Ivanoe-FrankivskOdesa 7
postal and courier above 20% | TernopilKhersonChernivtsi
activities
Industry Equal or \olyn Zararpattia Ivano- o]
above 13% | FrankivskOdesaRivneTernopil
KhersonkhmelnytskyChernivtsi

Proposals for general policy principles to prevent and combat undeclared

Prevention: by creating

favorable conditions for

opening, doing and

work

closing business; by
creating a system of
advising employers and
workers on the most
effective law
enforcement ways;

Detection
and penalties

>

Role and capabilities of the
National Labor Inspection

Containment through Agency
the use of strong

sanctions to be imposed
on those engaged in the

undeclared labor;

Cooperation between
public authorities and
social partners in
thwarting the
undeclared labor.




Measurement and analyses

SLS should take a lead in implementation of the policies to
deter undeclared work in collaboration with other parties.

Clearly distinguish labour and other economic relations and
define relevant criteria. Agree on the focus for SLS (one of
them or both)

Give definition to undeclared work, its forms and unit of
measurement. Amend statistics tools to collect necessary
data

Distinguish criteria for labour law non-compliance and
violations related to undeclared employment.

Combine statistics tools and monitoring tools based on
investigation practices + risk profiles.

Approve methodology for definition, measurement and
assessment of undeclared work in Ukraine.

Detection and sanctions
Better status of SLS and of labour inspectors.
Inspection visits without previous notice.
Moratorium will hamper efforts to deter undeclared work.

Systematic control over legal and actual address of legal
entities.

Efficient framework for interagency cooperation.

LI should have relevant powers, prerogatives, staff,
methodologies, technical means etc to deter undeclared work.

Risk assessment and targeted inspection visits.
Mid-term and long-term planning of inspection visits.

Differentiated sanctions, losses of using undeclared work
should be higher than benefits




Prevention

State policies
Simple and easy registration, running and closing down on business;

+ Increased motivation for DW: better public administration; anti-corruption policy,
closing down converting centres; increased access to loans, state programmes
supporting business; access to tenders for business using declared work only.

+ Predictable and socially justified economic policy, promoting development of
production and trade, protection of property rights, support to long term
activities on innovations;

+ Better access to social services and social protection, correlation between social
contributions, taxes and access to social welfare;

+ Tax reform: obligation for citizens to pay taxes and social contributions but

employers.
SLS work:
+ - better function of preventing undeclared work;
+ - information to citizens , education, advisory support for declared activities;
¢ — 24/7 hotlines and consultation on legal duties and rights of employees;
+ - better responsiveness of labour inspectors to workers’ appeals;
+ - register of entities practicing undeclared work and public access to it;
+ - consideration of claims of ex-undeclared workers.

Collaboration with social partners and others

Amendment of legislation in the way that efforts to deter UW
become priority for social partners.

SLS and EO’s joint advocacy for declared work.

SLS and TU’s joint training and consulting on UW and tools to
detect it.

Other parties could be involved in detection and fight against
undeclared work.

information dissemination and work with Mass media

SLS - system of information campaigns promoting policy of
UW prevention, advocacy of importance and benefits of DW
for society and each individual.

SLS - Permanent learning of new fraudulent practices in
labour market.

Introduce electronic declaration of work, set up uniform
information base to exchange data among several institutions
(social security, tax, fiscal etc) public access to the inspection
visits results and naming and shaming of those using
undeclared work.







