
 
Informal Employment in the Western Balkans 

– Current Situation and Way Forward 
 

Employment and Social Affairs Platform 
Budapest, 10 December 2018 

This project is 
funded by the EU 



Background 
 
 
 

 EC Communication on enlargement strategy: economic development in the 
Western Balkan region is hampered by an entrenched grey economy, and the 
share of informal economy and informal employment is very high. 

 WB ERPs, as the main tool of economic governance dialogue with the EU 
have prioritized reducing the administrative and regulatory burden on 
businesses, development of e-services and inspection reforms.   

 Meeting with Ministries of Labour: agreement on prioritizing informal 
employment in regional cooperation activities  
 
 

 

AL BA Kos* ME MK RS 

Share of Informal Employment  30.3 30 23 33 18.1 20.7 



Diagnostic reports and recommendations  
 Reference: The European Platform Tackling Undeclared Work enhances 

cooperation between Member States' authorities to tackle undeclared work 
more effectively and efficiently – to develop into European Labour Authority 

 Objective: support Western Balkan economies in effectively tackling undeclared 
work through a holistic approach, while at the same time establishing a strong 
base for exchange of good practices and mutual learning among peer institutions 
in the region. 

 Diagnostic reports look at drivers of undeclared work, the institutional 
framework and current policy approaches focusing on direct and indirect 
controls  

 Key recommendations on tackling undeclared work 
 



 
 
Holistic 
Approach 

“Tackling the complex problem of undeclared 
work … requires a holistic approach”. 
• [Source: Decision 2016/344, Establishing a 

European Platform to Enhance Cooperation 
in Tackling Undeclared Work]  

A whole government approach joining-up on 
the level of both strategy and operations the 
policy fields of labour, tax and social security 

law, and involving social partners. It uses the full 
range of direct and indirect policy measures 

available to enhance the power of, and trust in, 
authorities respectively. The objective is to 

transform undeclared work into declared work 
in an effective manner. 



Typology of policy approaches 



Key findings of the diagnostic report: Albania 
 Policy approaches:  

 Fundamental reforms towards improving the business environment 
 General Taxation Directorate started with the implementation of an ambitious 

action plan to tackle informality 
 The past four years have seen steady increases of the penalties and sanctions for 

informal employment in Albania 
 The amended Labour Code made the written contract between employer and 

employees mandatory 
 Improved detection system of undeclared work through the introduction of risk 

assessment analysis for businesses  
 

 



Key findings of the diagnostic report: Bosnia and Herzegovina 

 Policy approaches: 
 Current focus is on increasing the costs of non-compliance 

by increasing penalties and risk of detection  
 Limited effort in fixing the formal institutions fails to 

improve the services offered, trust in institutions and 
support the intrinsic feelings of being tax compliant  

 Several awareness raising campaigns by the governments in 
BiH were implemented in 2016 and 2017 
 
 

 



Key findings of the diagnostic report: Kosovo* 
 Policy approaches: 

 Current focus is on deterrence measures: the sectoral strategy of the 
Ministry of Labour and Social Welfare 2018-2022, explicitly stipulates 
that fighting undeclared work can be done through rigorous and 
consistent control  

 Narrow range of incentive measures: Incentives and motivation for 
taking fiscal receipts 

 Department of Tax Administration for Services and Education of Tax 
Payers 

 No evaluation in assessing the effectiveness of employed policies in 
combating informality 
 
 

 



Key findings of the diagnostic report: Montenegro 
 Policy approaches:  

 Reduction in the costs of doing business, reduction in the administrative and tax burden 
and the strengthening of the control by the state aimed at eliminating undeclared 
employment 

 Weakening of the motivation to employ undeclared workers and reducing the tax burden 
on salaries of employees 

 Since 2012, Ministry of Finance leads a working group, composed of all relevant 
institutions, in the fight against the undeclared economy 

 Measures necessary for strengthening institutional capacities and human resources of the 
state administration bodies responsible for the control and collection of revenues 

 The enhancement and increased frequency of controls 
 Capacities of the inspection services have increased slightly over the past four years both 

in terms of allocated budget as well as in term of staff numbers 
 



Key findings of the diagnostic report: Serbia 
 Policy approaches:  

 Imposing stricter sanctions, reducing non-wage costs and reducing bureaucratic obligations 
and the administrative burden 

 Cross-departmental cooperation and has a rather cohesive and coordinated institutional 
infrastructure for tackling the undeclared economy 

 Since 2015, the Government adopted the National Program for Countering the Shadow 
Economy: improve monitoring, improve functioning of fiscal system, reduce administrative 
burdens and raise awareness 

 The new Action Plan contains more than a hundred measures including KPIs and mainly 
focuses on the establishment of more effective surveillance, improved fiscal framework and 
the reduction of the administrative burden on businesses and citizens 

 It expands the number of measures dedicated to education and raising the awareness 
 

 



  Key findings of the diagnostic report: the Former Yugoslav Republic of Macedonia 

 Policy approaches: 
 The policy measures heavily focused upon a direct controls approach based on deterring engagement in 

undeclared work by increasing the penalties and risks of detection and were mainly implemented 
through annual action plans for reduction of the informal economy.  

 Some general business environment reforms, though, have reduced the costs and increased the benefits 
of formality (such as improvement of the tax administration and reduction of tax rates, general 
decrease of the administrative burden on firms, etc.), potentially leading to a reduction of informality.  

 Cooperation increased in 2014, with the adoption of the Law for Prohibition and Prevention of 
Unregistered Activities, whose implementation requires joined-up approaches between several 
inspection bodies 

 Another positive step in this direction has been the establishment of the Inspection Council in 2014 as a 
coordinating body for all inspection bodies. 

 In 2018, the Government adopted the first Strategy for the Formalization of the Informal Economy - 
shift the focus of its actions from reduction of undeclared work to formalization and from deterrence 
(punishments and detection measures) to measures for enabling compliance 



Key findings of the diagnostic reports 
 Policy recommendations 

 Introduce a holistic integrated approach towards tackling undeclared work through the design of 
cross-cutting strategic objectives and key performance indicators across institutions responsible 
for tackling undeclared work; 

 Demand side policy measures (incentives) should be introduced, such as tax rebate incentive 
schemes, or wage cost subsidy for labour-intensive, low-skilled domestic work; measures that 
increase incentives to use electronic payments to reduce undeclared work; 

 Supply side policy measures, such as incentives for gradual formalization of self-employment, 
simplification of the procedures and taxation for registration of workers; having all firms who wish 
to tender for public contracts obtain a ‘Clearance Certificate’ by the Labour Inspectorate; 
introducing a ‘white list’ of legitimate employers for public procurement contracts;  

 Changing citizens’ values, norms and beliefs: awareness campaigns and continuous education;  
 Strengthening HR of key institutions, including effective training and reorganization;  
 Improve the involvement of social partners.  



Future activities  
 Establish a WB6 network for Tackling Undeclared Work,  
 (a) to enhance cooperation between WB6 authorities and other actors involved;  
 (b) to improve capacities of WB6 authorities and actors to tackle undeclared work;  
 (c) to increase public awareness and encourage WB6 countries to step up their efforts to 
 tackle undeclared work.  
 Mutual Assistance Projects (MAPs) with the Ministries of Labour and Finance with a focus on 

labour inspectorates and tax administrations in each WB6 economy  in order to improve their 
capacities and capabilities to tackle undeclared work.  

 - practical, hands-on and tailored learning activities designed to support and transfer 
 practices, help solve issues, provide advice and implementation support. 
 ILO will contribute to improvement of availability of data and evidence based on several 

interventions combating informality 
 
 



 
 

Thank you for your attention! 
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