Informal economy FNV Project

 SouthEast Europe Regional workshop

Kotor June 16-17 2009

Participants: KSSH BSPSH Albania, UATUC NHS Croatia, UGS”Nezavisnost” SSSS Serbia CITUM Montenegro, Bosnia & Herzegovina Construction workers TU

Moderator: Sergejus Glovackas ITUC/PERC

Experts: Prof. K.Petkov J.Redzepovic BWI

Programme

Day One

9.30 – 9.45 Welcome and opening. 

9.45 – 10.15 Implemented activity report and Advisory group meeting conclusions, S. Glovackas

10.15 – 11.30 National situation analysis mapping papers main findings and conclusions presentation. (Serbia, Croatia, Montenegro, Albania)

11.30 Coffee-break

12.00 – 12.30 Evaluation and general overview. Pr. K. Petkov

12.30-13.30 Lunch

13.30 – 15.30 Presentation of national action plans and activity done

Discussion

15.30 – 16.00 Coffee break

16.00 – 17.00 Group work: New challenges and specific for working with informal employment

in global financial and economic crisis conditions.

17.00 Discussion

17.30 End of the day

Dinner

Day 2

9.00 – 10.00 Presentation of ILO project “Informal economy in construction sector“ Possible areas for cooperation. Other IE projects in region.

10.00 – 10.30 Discussion

10.30 – 11.00 Coffee break

11.00 – 12.00 Group work: cooperation with social partners on informal workers protection and representation 

12.00 – 12.30 Discussion

12.30 – 13.30 Lunch

13.30 –14.30 Group work: Organising and representing workers engaged in informal economic relations: how, on what basis, role of different trade union structures? What is specific need of this workers group?

14.30 – 15.30 Networking between organisations on work with an informal economy. Further activity plans

16.00 Concluding remarks and recommendations

Sergejus Glovackas welcomed the meeting participants on behalf of ITUC/PERC, presented the technical information. Then the participants presented themselves. 

Later S. Glovackas made the report on the activities implemented in a period of 2 years; the results achieved, and expected plans for joint future activities. Especially noted the cooperation importance with the ILO and GUFs. 

After that, according to an agenda, it was moved to national mapping paper main findings and conclusions. Croatia: the privatization process and system must be clarified, to improve tax policy, to strengthen the tripartite council's activities in this sphere, to initiate public consumers campaign, to raise awareness in society, strengthen the labor inspectorate's role, regional tripartite council should communicate more, a significant role should be given to work with the Women's and Youth Sections, trade union structure should be adopted to accept IE workers. Very important information obtained from areas within the implemented raising awareness campaigns. The highest prevalence of informal employment is in the construction and tourism sectors, particularly among seasonal workers.
Serbia (pp attached) prepared guidelines for the work with IE that was presented at a high level Round Table on the 28 of May. There are a lot of discussions about the problem but almost aren’t concrete actions to address it. IE is the way for individuals to survive economic turmoil, 35% of the economic activity is an informal, and it is difficult to collect the real statistics. Trade unions in Serbia carried out the situation comparison with the other countries, and this is the project's strong point. Politics in Serbia dominates over economy, weak public institutions, and corrupt, weak tax control, lack of effective market system. There is regional specificity of the IE: in Voevodina it dominates in agriculture, in Novyj Pazar IE is widespread in textile industry. It’s necessary co-ordination of regulatory authorities and the framework of the Tripartite Action Plan. Government officials even failed to appear in a round table workshop. It’s necessary to achieve political consensus on the IE issue, all the social partners must understand that IE is a brake in the country's economic development. Trade unions have a clear action plan. 2 cities were chosen as the target, the two national centers work together, feels consolidation. The organising and representation of IE workers hampered by trade unions internal bureaucracy, inflexible statute. Preparatory work done, and from July 1 will start massive organizational information campaign. 

Albania still in preparations. Mapping paper done. Many gathered information about IE. The problem is that the public authorities do not wish to share info with the trade unions. Key sectors for the prevalence of IE are building, textiles and tourism. Social partnership in this sphere is just the beginning; employers are reluctant to cooperate. Since July 1, the two trade unions are ready to begin a serious campaign. A strong point is that the two national centres consolidated for a common work.

The situation in Albania is comparable to the other countries in the region. The project is facilitating work in this field, after mapping paper creation both centers received a clear picture what is going on in the IE sector and what is needed to do. The first joint meetings with representatives of the labor inspectorate were held. Prof. K. Petkov made a chart paper summary clear noting strong and weak sides, and stressing out the future business strategy. (PP attached) He mentioned Azerbaijan as an example to follow where the government and trade unions are equally interested in the IE reduction, although the statistics vary – in IE officially employed 20% of workers, by independent sources 60%. Professor gathered a lot of information after the meetings in Vilnius, Belgrade, Kiev, and Tbilisi. Our work is in line with the new EU initiatives in this sphere. He presented briefly the research of 27 EU states conducted by Dublin foundation, a chart of our papers is complements, and it is necessary to join the EU work. Economic deregulation directly related to the growth of the IE, the best example of Georgia, Bulgaria and Macedonia introduced low flat tax system, but IE is growing. It is necessary flexible regulations instead of deregulations. After K. Petkov's discussion arose, Zoran Ristic of Serbia recalled that several years ago in SEE were running a good trade union economists’ network SELEN, prepared in accordance with the AFL-CIOL and ISCOS projects. Now it is necessary to revive it as the country faces IFIs pressure and trade unions are very weak in arguments. This is a recommendation to PERC.

In the afternoon the participants presented the activities done and future plans. Croatia awareness - raising special events for youth and women have been conducted, informational materials published, a round table with the social partners was hold, the 12 municipal Tripartite councils established against illegal employment, which raided enterprises. In larger cities it is difficult to do. The UATUC and NHS central offices carry out the main work. It is difficult to activate branches, which in the crisis conditions have the main task to save current membership as huge labour redundancies are in Wood industry. Currently manual for trade unions about the IE is under preparation. Since July 1, will continue the informational campaign, and at the end of year will be held an evaluating workshop where will be produced recommendations and models according to trade unions structure reform in order to organize IE workers in 2010. IE workers turn to the trade unions when they have difficulties in solving some problems, but for trade unions is still unclear how to secure IE workers membership. Serbian colleagues noted that Croatia's experience is very important to them, and useful, and this is the important side of the project the opportunity to use other countries positive experience.

Serbia action plan and activity done: delivered background information. Total number of informal workers in Serbia is about 600,000. In 2002 there were about 30%, now 35% Activity PP and action plan attached. Established work group together with the labor inspectorate visited 21 companies in 4 regions. Focus on the work with youth and women. Youth hold an informational campaign and agitation. Using the Croatian example Smerdovo district declared free from illegal work. 8 of March conducted campaign survey among women. Serbian colleagues united a number of projects (FES, Swiss labour assistance, the ILO) for a common work. Good institutional cooperation. But after the crisis started the activity required review and adaptation of a long-term systematic plan how to promote socially responsible business. There is a need for strong IFIs specialists, as often governments only cover under IMF requirements their own mistakes. The problem is that employers are not united; only 10% of them are organized, tripartite task force on work with IE established. 

Albania: important results achieved that materials were collected and mapping made. It is clearer now how to work in the future. IE now covers about 30% of workforce, IE falling, more effective tax system, the law takes precedence over, unemployment in Albania 14%, reduced smuggling, better collection of taxes. From July 1, planned a massive awareness raising campaign in 4 regions. The two organizations work very closely. 

There was a discussion on the taxes when the Serbian colleague mentioned that they should be reduced to avoid IE. J. Redzepovic offers to move from economic discussions to ones on trade unions. Our task to organize, represent and protect workers in IE, but we are not ready. The need to include into action plans organizing activities; it is necessary to include this issue into the negotiations and sectoral agreements, to foresee sectoral minimum wages. In countries where there is a flat tax system and low-income tax (Bulgaria Macedonia) IE share is not declining. 

Nezavisnost representative mentioned that when market workers came and expressed the wish to join the trade unions, but were declined, because the structure does not provide such a membership. Must be released not only the best practice guide, but also bad practice guide. 

Bosnia & Herzegovina construction union Vice-president mentioned that they are only at the beginning stage. In spring the tripartite meeting was held, the work group on construction sector issues was established. Now an action plan is in preparation in accordance with the ILO program. 

Then, the participants split into 3 working groups whose purpose was to argue "New challenges and specific for working with informal employment in the global financial crisis and economic conditions. Cooperation with social partners on informal workers protection and representation”.

Working group results: 

Group 1 Albanian: during last half of the year 10,000 workplaces in Albania were lost. The government in a pre-election stage is afraid to take the unpopular decisions. Banking sector in Albania is not widely affected by crisis. During the crisis formal-sectors as the mining and metallurgy were severely affected. Fired workers had joined the IE workers ranks. Another problem that the formal employees were dismissed if companies get bankrupt and received both the severance allowance, and unemployment benefits, while IE workers were left without any guarantees if their enterprises bankrupt. A very large number of Albanians worked in construction sector abroad, part of their return home. The money amounts they send are declined in half. This is important income for families and the economy. Internal consumption on the fall and this causes chain-reaction: decline in retail sector and services workplaces where employees mainly hired informally. Poverty is increasing and number of the delinquent debtors. The problem of migrant workers in Albania is more painful than in other countries. Trade unions must be prepared for service and social protection package of IE workers. There is a need for solidarity between the public and private sectors. Pay gap is very large, the public sector earns more. 

Group 2:  Group discussed the situation in 3 criteria - labor market, capital market and the value system misbalance. The challenge is how to defend the workers, both the formal and informal in conditions of growing unemployment? Employees are afraid of losing work and agree to work under any conditions. They disregard the latest developments in the social sphere achieved, so the employers use it and tend to misbehave. A strong legal framework labor is needed, not the retreat. It is necessary to strengthen the powers of labor inspection, but not to put employer down. We need to exploit EU expertise and assistance, for example as the establishment of social centers like in Romania. It is time to choose the state social model similar of Western countries. In capital market consumption decrease and the value system is upside down. It’s a good time to inject new spirit into the social partnership, concluding branch collective agreements on the minimum wage in sector. Defending migrants it is time to start initiating cross border agreements. The need to advertise its achievements since the good advertising is half of the work done. 

Group 3 

Crisis is a direct consequence of increasing numbers in the informal sector. In order to know what to do requires a realistic view of the labor market. Such as Serbia, the official unemployment data is 14% of the other sources mention 27%. On one hand, trade unions are in favour to reduce IE, but it might increase the unemployment during crisis. We need to clarify the situation and then choose the tools. High risk that, it is not clear with where the formal economy ends and informal begins, everything is mixed. We cannot let company to solve problems on the account of ordinary people. Trade unions nowadays cannot retreat and follow conciliatory policy. Trade unions must have the cross border and cross-regional position and action plan. It is necessary to open access for trade unions to all employees. We must share more actively information and educate members and the IE workers. We need to create a service motivation package for IE workers. 

We need to seek for social consent and memorandum on concrete problems. Social dialogue has to be lowered from top to regional level. Only with social dialogue is possible transition form the informal sector into formal.

The next day was started from the BWI SEE project coordinator J. Redzepovic presentation of joint programs with the ILO on IE in the construction sector. Jasmin Redzepovich explained BWI social dialogue SEE project, mainly working on the field. He noted the necessity and importance of BWI, ILO, and PERC work in the region in order to formalize and protect IE workers. Then he introduced the ILO project with support of Irish government directed to the IE reduction in construction sector Montenegro, Bosnia & Herzegovina, Albania (PP attached).

Later spoke Ivo Kostev, EU projects consultant from Bulgaria. He noted that work implemented within the framework is very important, nut after 2010 we should think how to seal these results, and how to continue the activities. The EU support for the region could be used. He introduced the participants to possible programs financed by EU: South East Europe-Space Interreg program, Civil Society Development Program, cross border Cooperation Neighborhood program. He suggested more actively seek a partner from the EU countries. 

K. Petkov suggested by the initiative PERC to hold a joint seminar with the new EU countries that have some experience using the programs. Project follow-up can be the EU programs. Later the participants split into the working groups, which aim to prepare and discuss recommendations on following issues: 

Organising and representing workers engaged in informal economic relations: how, on what basis, role of different trade union structures? What is specific need of this workers group?

Networking between organisations on work with informal economy.

Working groups results: 

Group 1 

1. The need to change status to allow the membership of IE workers. 

2. Allocate for work with IE workers some human and financial resources. To establish special body for this work. 

3. To prepare special education program under which to train union activists for work in IE. 

4. To prepare special materials raising awareness among members and non-members 

5. Mass media campaign 

6. Addressing the problems of IE workers and advertise it. Hot line assistance. Psychological and free legal help. 

7. To include labor inspection in all the activities. 

8. The inclusion of IE workers needs in collective agreements (such as they are already included points on subcontracting) 

9. Shared sub regional events on the organising. Start using IE funds. 

Nezavisnost already prepared amendments to the Statute of the regional direct membership, may voluntarily pay membership fees through banks, the membership may be hidden. Membership fee is fixed 

Group 2 discussed the membership fee, for how long, 6 or 12 months, to collect it best. To organize best would be into branches and regions separately. Particular attention should be given to women and young people. There is necessity of legislative amendments to facilitate the work of IE workers membership. Networking should be 3 levels - national daily between national centers, SEE level every month, and European few time per year. BWI's passport should be more actively used. Trade union capacity is weak to engage in everything. There is a need for sub regional network of IE experts; EU programs need to be used for information networking.

Group 3 (Albanian) 

Without the social partnership it is difficult to imagine a successful work. We must create a motivating service package for IE workers. Special target group is young people who work in construction sector. 

Consolidation of national centers.

Pilot program start after 1 July, after that we can discuss achievements and mistakes. 

This is a new sphere of work for Albanian trade unions and they are open to all ideas, it is very important to them to participate in regional meetings. 

Krastyo Petkov summarized the workshop. Quite a progress was achieved. Important work was done on the preparation of a mapping paper. The positive result is that Albania is actively involved in activities. Project logic regarding the 2 circles and 2 sub regions is satisfactory. Each sub region has the leading country with better achievements and other organizations can follow good example. Professor asked for statistic update and IE picture in country, statistics changing rapidly as the crisis brings corrections. Two numbers are needed that relate to each other: IE share of GDP, and number of informal workers in the labor force. Please send best practice examples. This will contribute to better preparation of regulations in international and national levels. K. Petkov praised Serbia colleagues for good performance and excellent material, which is published for the entire region. K.Petkov saw very good progress. He promised to send the latest information what is happening in the region on the crisis. Glovackas S. summarized the workshop, pointed out the plans for the future, and presented technical information.

