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

All economic ac�vi�es by workers 
and economic units that are – in law or 

in prac�ce – not covered or 
insufficiently covered by formal 

arrangements 
Recommenda�on No. 204

“[Employment]…which, while not illegal in 
itself, has not been declared to one or 
more administra�ve authori�es…”.

OECD Employment Outlook1986

“Any paid ac�vi�es that are lawful as 
regards their nature but not declared to the 

public authori�es, 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.
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What is informal economy? I
Some defini�ons 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 -

ILO-DEFINITION

Informal economy - All economic ac�vi�es by workers and economic units that are 
– in law or in prac�ce – not covered or insufficiently covered by formal arrangements 

 

What is informal economy? II

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»

Ar�cle 2 (a) of the Transi�on from the Informal to the Formal
Economy Recommenda�on, 2015 (No.204)

Consequences of informal economy for workers

Workers in the informal economy are not recognized, registered 
or regulated under labour legisla�on and social protec�on, and 
generally go unaccounted for in official sta�s�cs. As a result

They largely lack social protec�on

The lack of rights at work

They lack of representa�on in the workplace

Decent work and informal economy
The Interna�onal Labour Organiza�on emphasizes the need to
encourage transi�on from informal to formal work as a
prerequisite for achieving decent work.The informal sector does
not comply with the four Decent Work Pillars:

Promo�ng
Jobs

Guaranteeing
rights at work

Extending
Social 

Protec�on

Promo�ng
Social Dialogue 
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EU concept of Undeclared Work

The European Commission adopted the communica�on 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 defini�on excludes criminal ac�vi�es and work which does 
not have to be declared.

Consequences of Undeclared Work

Working condi�ons, health and safety

Employment rights (annual leave, working �me)

Training, lifelong learning

Employment security (redundancy payments, unemployment 
benefits)

Pensions, healthcare, 

Unfair compe��on 

Reduc�on of tax revenues and social security contribu�ons

Typologies of undeclared work I

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
transac�ons are not declared.

Typologies of undeclared work II

Under- declared work

Main characteris�c: illegal prac�ce of salary under-
repor�ng. Includes

 Double payments: (a) an official salary declared for
tax, social security and labour law purposes, and (b)
an addi�onal undeclared remunera�on received
‘under the table’ or by ‘envelope’.

 Employment contracts for less working �me that what
employees actually work.
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Aims of the EU pla�orm on UDW 

Decision 2016/344 of 9 March 2016

 Exchange of best prac�ces and informa�on and to provide a framework
at Union level for the purpose of developing common understanding,
exper�se and analysis on undeclared work

 Shared defini�ons and common concepts of undeclared work

 Encourage coopera�on between the different enforcement authori�es
of Member States par�cipa�ng in such cross-border ac�ons on a
voluntary basis.

 Strengthening of coopera�on between Member States

The role of Labour Inspec�on

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

 preventing informality,

 formalising informal activities and

 reducing the protection gap.

What are the challenges faced by Labour 
Inspec�on ?

 The insufficient mandate of labour inspec�on with regard to
the dispersed, hidden nature of the informal economy

 Weakness of labour administra�ons, and par�cularly labour
inspec�on

 Lack of resources allocated to labour inspec�on
Need to respond to specific difficul�es (work in private homes,

in agriculture, in MSEs)
 Lack of specific strategies and methodologies
 Lack of specialized training
Poor coopera�on with external stakeholders
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Pre-Condi�ons for Labour Inspec�on in the 
informal economy I

An adecuate Legal Framework 

Law should
encompass all 
workers and all 

sectors

The mandate of 
labour inspectors
has to be broader

Pre-Condi�ons for Labour Inspec�on in the 
informal economy II

Legal framework aligned with ILS, in par�cular regarding the
condi�ons of service of labour inspectors

Powers of labour inspectors

 Supervision: including its right of free entry to
establishments and the right of free inspec�on

 Injunc�on: ordering the enterprise to adopt necessary
measures to remedy defects in accordance to the labour
legisla�on

Pre-Condi�ons for Labour Inspec�on in the 
Informal Economy III

Ins�tu�onal Framework

Enhancing
Resources

Centraliza�
on/

Decentraliz
a�on

Coopera�on
with other
public or 
private

ins�tu�ons

Collobra�on
with

par�cular
sector/sector
associa�on
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Challenges for Labour Inspec�on on UDW

Special difficul�es in the inspec�on visits, due to the
characteris�cs of undeclared work

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

Sectorial problems

Role of Labour Inspec�on on UDW 

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

The mandate of labour inspectors should be dis�nguished 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 Inspec�on (§ 150)

DIVERSE COMPLIANCE STRATEGIES THROUGH 
LABOUR INSPECTION
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COMPLIANCE

Preven�on Assistance

Deterrence Enforcement

Most commonly
a good strategy
involves all four 
vectors

Defining vectors for a strategy

Where do 
we come from

Where do 
We want to go

How to get
there?

NON-COMPLIANCE

 Central LI countering UDW

 Commi�ees or inter-ins�tu�onal departments/ agencies

 Specialized units

 Self-regulariza�on ini�a�ves

 Use of new technologies

EU prac�ces I : regarding mandate and 
organiza�on

EU prac�ces II-Other approaches

Poland Press material concerning preven�on of illegal employment
(use of media)

Ireland Release of informa�on on labour law compliance by phone,
addi�onally to the informa�on available on the website and printed
resources

Spain  register of accredited enterprises for construc�on, whose
licence can be cancelled as a result of inspec�on.

EU prac�ces III: other approaches

France  Construc�on owners are elucidated about their
obliga�ons 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 respec�ve social security taxes from the
day they arrive in the country
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Tools for Labour Inspec�on I

The first and be�er tool for labour inspectors to tackle effec�vely
undeclared work is the law.

o Legal presump�ons
o Reversal of burden of proof
o Lists of indicators for the recogni�on of the employment rela�onship

(Recommenda�on No. 198 (2006)

Tools for Labour Inspec�on II

Technical tools developed for undeclared work include:

• planning maps, 
• criteria to select enterprises, 
• manuals, 
• opera�onal guidelines, 
• checklists and scripts for interviews,
• visit protocols 
• and visit follow up procedures. 

Inspectors may carry out inspec�ons using agreed case 
management procedures

Tools for Labour Inspec�on III

Databases with informa�on on

• businesses, 
• workplaces, 
• inspec�on visits 
• and procedures 

are fundamental tools

Tools for Labour Inspec�on IV

Specific Training:

Labour inspectors need to be capacitated on the use of so�
skills to conduct visits on undeclared work as they will be
dealing regularly with non-coopera�ve employers, poorly
informed workers, migrant workers and can face obstruc�on
to inspec�on.

Joint visits with other authori�es will require high levels of
asser�veness for which training is also suggested.
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Tools for Labour Inspec�on V

Coopera�on with other administra�ve authori�es

The number and nature of ins�tu�ons dealing with
undeclared work is mul�ple, among which labour
inspectorates, social security, tax administra�on, immigra�on
services and to some extent the police.

Tools for Labour Inspec�on VI

Collabora�on with social partners

On the 2006 General Survey on Labour Inspec�on, the CEACR
pointed out that “the labour inspectorate can a�ain its
objec�ves only if appropriate measures are adopted by the
competent authority to promote effec�ve collabora�on with
employers and workers in its ac�vi�es. Indeed, social partners
have a fundamental role on defining responses to prevent and
fight against undeclared work”

Tools for Labour Inspec�on VII

Cross border coopera�on

Exchange of informa�on about enterprises and workers from
one country opera�ng in the other, but also on capacity
building by sharing views, experiences and tools.
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