Summary table on main categories and measures of interventions to tackle informality

Source: Preliminary draft of World Bank international review of policies to reduce undeclared work

	Category
	Main instruments
	International examples

	1. Tax measures
	Reduce corporate income tax (CIT); unify tax rates and eliminate most exemptions
	Slovakia; Poland reduced CIP to 19 %;  Hungary: max rate reduced from 36 to 18 %

	
	Tax exemption on re-invested earnings
	Estonia since 1999

	
	Reduce personal income tax (PIT); establish a  flat rate PIT
	Estonia will reduce a flat rate PIT from 26 % in 2005 to 18 % in 2010 while also increasing non-taxable income; also Slovakia has a flat rate PIT

	
	Increase level of non-taxable monthly incomes to or even above the minimum wage
	Bulgaria in 2006 has non-taxable income above the level of minimum wage

	
	Reduce social security contributions (SSC)
	Bulgaria reduced the rate from 35 to 29 % in 2006

	
	Reduce effective tax wedge on labor costs, especially on low wage earners; introduce special payroll tax reductions for low-wage earners
	Belgium, Netherlands and France: managed to increase employment considerably

	
	Establish flat rate (daily) tax for employing non-residents
	Montenegro: single flat rate tax EUR 2.5 per day for non-residents on seasonal works

	
	Shift payment of SSC from employers to employees
	In Poland and Slovenia, within SSC, employers’ contributions dominate Latvia is moving towards more equal shares of employees’ and employers’ social tax contributions

	
	Reduce VAT for labor intensive services
	The Netherlands

	
	Simplify tax administration through online filing and tax payment
	In Estonia, in 2006 more than 80 % of tax declarations were submitted electronically

	2. Fiscal practices
	Reduce aggregate tax burden as share of GDP
	Most EU countries, including Hungary

	
	Simplify and harmonize tax regulations and forms
	Austria, Greece, the Netherlands, France, Portugal and Denmark



	
	Tax concessions in sectors where the incidence of undeclared work is high (e.g. domestic staff, home improvement and repair services)


	Sweden, Belgium, France

	
	Introduce simplified tax system for MSEs
	Tanzania

	
	Simplified “unified tax’ for small businesses tiered for three levels businesses based on profitability
	Kenya

	
	Presumptive taxes for small taxpayers that are levied on gross corporate revenues and substitute for VAT or income tax
	Costa Rica, Dominican Republic, Guatemala, Mexico, Nicaragua, Paraguay

	
	Creating single tax levied on small enterprises that replaces VAT, income tax and social security contributions
	Argentina, Bolivia, Brazil, and Peru

	
	Establish tax relief for new employees
	Montenegro in 2002-2004 

	3. Labor regulations
	Complete overhaul of the Labor Law
	Georgia in 2006

	
	Partial reforms of the Labor Law
	Lithuania in 2003: mandatory form of labor contracts abolished, severance benefits reduced, firing conditions liberalized, and wage regulations simplified

	
	Enforcing obligatory registration of all work contracts with the National Insurance Institute
	Bulgaria in 2003

	
	Employers obliged to declare an employee (currently via the déclaration unique d’embauche, DUE) to the social security body URSSAF before work starts.


	France since 1993, also Belgium since 2003

	
	Strengthen incentives to find work in a formal setting by building-up of pension funds and setting benefit levels connected with the formal salary and contributions; prevention of social system abuse
	Most EU27 states

	
	Social partners to be given greater role in determining employment relations; encouraging employer and trade union denunciation of unfair competition. Collective agreements may commit both parties to denounce black-market work
	Most EU15 states

	
	Reduce unemployment trap and low wage trap by reducing dependency of unemployed and able bodied but inactive population, and low-wage earners from social benefits                                       
	Bulgaria introduced in 2003 a program “From Social Assistance to Employment”; Slovakia, Hungary and Lithuania have the lowest indicators among EU10 

	
	Initiate activation policies to encourage certain unemployed individuals to step up their job search
	Most EU15 countries; for example, contract-based obligations by job seekers in the UK “New Deal” program

	
	Limit an increase in minimum wages to CPI, and not to average wages; introduce sub-minima wages differentiated by age or region
	Poland introduced a youth sub-minimum wage at 80 percent of the regular minimum wages

	
	Introduce ‘mini-jobs’ and ‘midi-jobs’, to assist individuals that were unemployed or employed in the informal sector transition to normal employment.
	Germany 

	
	Increased control of informal employment by tax and labor market authorities through co-operation of authorities, strengthening existing

controlling bodies, or through new controlling bodies
	Most EU15 states

	
	Targeted actions, for example aimed at illegal immigrants (the Netherlands, Austria,

Portugal), aimed at certain sectors like domestic work (Spain), seasonal agricultural work (Spain) or the building industry (Sweden) or at certain groups of offenders, like systematic cheaters (Denmark)
	The Netherlands, Austria, Portugal, Spain, Sweden, Denmark

	
	In Japan, the PES accepts claims for [unemployment] benefit even when the employer has not actually paid insurance contributions. An enterprise that does not pay insurance contributions thus runs a risk of detection when a former worker applies for benefit.
	Japan 

	
	Regularization of unauthorized immigrants
	In the United States, regularization of about 2.8 million unauthorized immigrants under the

1986 Immigration Reform and Control Act

	
	Defining “just causes” for firing workers to provide limitations to those eligible for severance payments
	Colombia

	
	Introduce part-time contracts for students, women, retirees; allow extension of contracts; raise overtime limits; eliminate requirement for union approval for dismissing workers; eliminate requirement to re-train workers before dismissal; eliminate need for union approval for flexible working hours
	Slovakia

	4. Business regulations
	Registering property and enforcing property rights 
	Croatia reduced delays by 18 months by computerizing the registry and making the process administrative; Romania gave notaries electronic access to the registry.

	
	Limit direct costs of setting up a business, and shorten the duration
	Portugal reduced the number of days to register a company from 54 to 8 days within a year 

	
	Introduce online, and “one-stop-shop” business registration.
	Australia, Belgium, Lithuania, Estonia, Ukraine

	
	Introduce single common Business Identity Code
	Finland in 2001

	
	Financial support for business start-ups
	Germany and the UK

	
	Simplify procedures for closing a business; upgrade standards for bankruptcy administrators
	In FYR Macedonia, some appeals must now be resolved in 8 days.

	
	Simplify licensing and permit system; introduce “silence is consent” rule for automatic licensing
	In Georgia, building permits are now issued at a single office; several procedures were abolished and the time reduced from 283 days to 137.

	
	Establish tax credits for employed 


	The Netherlands and the UK

	
	Setting up “First Job” program aiming at

lowering the unemployment of young people by reducing non wage labor cost (social security payments) and the program “Entrepreneurship above all”, which removes obstacles to starting a enterprise
	Poland

	
	In the United Kingdom new businesses have been required to register with the Inland Revenue as soon as they are set up, whereas previously registration could take place up to 18 months later
	The UK since 2000

	
	Obligatory issuance of fiscal receipts for all transactions introduced, as was the

obligation on companies to conduct payments via banks (rather than cash) and register under VAT
	Bulgaria in 2000

	
	Germany introduced in the construction sector the principle of general contractor’s liability for the social security contributions of the contracted firm
	Germany from 2002; similar laws in the Netherlands and the UK

	
	Giving amnesty for a specified period of time, offering Individuals and businesses incorporation into the formal economy without fear of retribution
	Italy

	
	Simplifying the trade licensing process by reducing the steps or automating the process for annual registration renewals
	Uganda and Tanzania

	
	Establishing a 5 day requirement for courts to issue business registration approvals
	Bosnia

	5. Administrative measures
	Detection and enforcement through measures, such as information exchange (linking computer files); unique social security

numbers; cooperation between labor, social security and tax inspectorates; administrative requirements for immediate declaration of new hires; making chief contractors  responsible for tax compliance by  subcontractors
	Most EU15 countries

	
	Powers of the State Labor Inspectorate and the State Tax Inspectorate expanded; workplace inspection visits intensified
	Lithuania from 2003:; Germany in the 2000s

	
	A law on undeclared work (“Law on prevention of black labor and employment’) passed
	Slovenia in 2000

	
	Improvements in the law enforcement capacity (additional staff, training, etc.)
	Austria, Germany 

	
	Automatic data exchange allowing for the extensive linking of client files from social security institutions, social services, Inland Revenue and health insurers
	The Netherlands and Germany from 1998; 

	
	Belgium introduced a social security card (SIS) with a requirement on all employees to have the SIS card with them at the workplace: this allows for faster and more foolproof controls by the social inspectors of the Labor Administration
	Belgium from 1998

	
	Launching of a National Court Register, which allows systematic, digital storage of data on economic entities
	Poland

	
	Strengthening sanctions for violating labor laws
	Austria, Belgium, Denmark, Germany, Ireland, Spain

	
	Establish a body for fighting illegal employment of foreigners
	The Czech Republic in 2000; Austria in 2003

	
	Improved cooperation between authorities of the Member States concerning the combating of transnational social security benefit and contribution fraud and undeclared work
	Most EU27 countries

	
	Adopt anticorruption laws and establish competent and visible anti-corruption bodies
	Most EU15 states

	
	Establish codes of conduct in the public sector; develop similar code of ethics in private sector, in close consultation with social partners
	Most EU15 states and some EU10 states

	
	Develop adequate communication strategy and launching public awareness campaigns directed especially towards the younger population
	Sweden, France, the UK

	
	Increase provision of information to foreign workers
	Finland

	
	Hiring of private detectives to catch shadow economy workers
	Germany 

	
	Publish the names of offenders
	Ireland 

	
	Service charters that provide financial compensation to businesses when government agencies delay delivery of business services
	India


