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Rationales for preventative approaches

» Deterrence approach (i.e., detecting and punishing non-compliance) useful
when focusing upon reducing undeclared work

e Deals with effects. Does not prevent it from happening. Neither does it
enable shift of undeclared work into declared work

 When transforming undeclared work into declared work, need to combine
deterrence and preventative approaches



Rationales for preventative (continued)

* Preventative approaches are also potentially cost effective compared with
deterrence approach
e UK evaluation of HMRC (2006-07) [National Audit Office 2008]
* Advertising campaigns: return of 19:1 on expenditure of £2 million
e Deterrence: return of 4.5:1 on £41 million

* Voluntary disclosure initiative: return of 67:1 on expenditure of £6
million



Types of preventative
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Types of preventative approach

* [ncentives
* Supply-side incentives
e Demand-side incentives

* Awareness raising

* Modernise formal institutions



Detecting and punishing non-compliance heavily used
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Measures
to improve
detection

Use of penalties and fines for companies

Use of penalties and fines for purchasers

Use of ‘blacklists’

Data matching and sharing

Wworkplace inspections

Registration of workers prior to starting
work or on first day/week of work

Coordination of strategy on undeclared work
across government departments

Coordination of operations across

government departments
(e.g. joint operationsivworkplace inspections)

Coordination of data mining and sharing
across government departments

Use of peer-to-peer surveillance
(e.g. telephone hotlines to inform about
abuses/cases)

Certification of business, certifying
payments of social contributions and taxes

Use of mandatory 1D in the workplace
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Improving benetits to alter cost/benefit ratio less used
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Awareness raising and modernising formal institutions starting
to be used
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Key Workshop Question

What preventative measures have been implemented in Western Balkan
economies that might be transferable to other contexts?



