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 Tackling the hidden economy: Sanctions - Consultation document
We (National Federation of Gypsy Liaison Groups) are pleased to respond to the above-named consultation document.

The options detailed in the document are particularly relevant for the communities we represent at three levels:

1) For Romany Gypsy, Roma and Traveller (GRT) small business persons, - to avoid them being stereotyped as scrounging tax avoiders or irresponsible employers

2) For Roma migrants who might be exploited as employees by actual irresponsible, tax-avoiding employers and, even worse, left to carry the can

3) For small business persons and casual employees who may require guidance so that they can be educated to stay within the bounds of the law and gain knowledge of the moral responsibilities of an ethical economic actor.

We have, for example, knowledge of GRT organisations with plenty of clients who are victims of employer failures to provide information.   With particular regard to Roma from Eastern Europe, many work for low wages on temporary

contracts often organised by gang-masters and recruitment agencies. There are problems due to their lack of understanding of how the UK economy and tax system works – many simply do not understand about tax, about tax returns etc and so find themselves unwitting victims of legislation. Many employers are failing to provide their workers with adequate information. Some provide nothing at all, not even an employee number. As a result, any changes made to sanctions must focus on employers rather than employees who may themselves be victims of the “hidden” economy.
For Romany Gypsies and Irish Travellers, lower than average levels of literacy and a focus on self-employment can have a negative impact when it comes to dealing with taxation and related issues. Any information provided needs to be targeted to meet the needs of those with lower levels of literacy so that they can remain within the law. 
We will now turn to the questions set out within the consultation document.
Q1: What are your views on the principle of an escalating financial penalties regime associated with repeat failure to notify failures?

They are inevitable; but they should be proportionate in size to the kind of penalties levied on major corporations for tax evasion, or unjustifiable avoidance strategies.,

Q.2: Do you think increasing financial penalties for repeat failures will deter repeat failures? If not, why not? What more do you think could be done?

They will deter only where the failure is truly deliberate.  We would suggest introducing taxation awareness courses as an alternative to purely financial sanctions in some cases, on the lines of the Driver Awareness courses imposed for some traffic offences.  Bearing in mind that the reason why many people are self-employed is their lack of reading and writing skills, such courses should be designed with this in mind. Also we would suggest that school education on these subjects is needed.

Q3: What are your views on the design proposals for escalating financial penalties regime associated with repeat failure to notify failures set out here and in Annex B?

The proposals set out are fairly harsh, and might impose real hardship on offenders without much benefit in the form of returned capital.  Alternative penalties, such as community service, from within the existing range of penalties should be considered in addition to fines and imprisonment.

Q4: Do you have initial views on the detailed design points in paragraph 3.7?

These seem to be comprehensive

Q5: What other design points should be taken into consideration?

As above, the points noted seem to be comprehensive

Q6: What are your views on excluding changes to Schedule 24 from the wider package of proposed sanctions to deter Hidden Economy activity including repeated non-compliance?

We believe changes to section 24 are not warranted. Hidden activity within an unhidden firm is just as much hidden as that of an unregistered trader.

Q7: Would such an exclusion create any imbalances in the way in which hidden economy activity is penalised by HMRC?

It is difficult to say but it should not.

Q8: Do you think that there is an inconsistency between the strength of penalties for hidden economy employers that fail to operate PAYE, and penalties for other hidden economy failures like failure to notify?

Not sure.

Q9: What options should HMRC consider for strengthening penalties for hidden economy employers that fail to operate PAYE?

Failure to operate PAYE should be the same offence wherever it occurs – in the hidden economy or otherwise.

Q10: Do you think there should be any additional safeguards put in place to ensure the fair application of changes associated with repeat failure to notify failures?

There should be rules against entrapment.

Q11: What are your views on increased monitoring of individuals and businesses engaging in hidden economy activity? 

Any increased monitoring should itself be carefully monitored for cost-effectiveness, both in terms of penalties generated, and to ensure that it does not create a climate of fear that leads individuals to rely on benefits rather than attempt to create small businesses by self-employment.

It also might be cost-effective in the long run to ensure that there is education in schools on processes of accounting and taxation at (as the latest) the earliest years of secondary education

Q12: How could increased monitoring be designed to effectively target hidden economy individuals and businesses and motivate future compliance?

A comparison with traffic surveillance is relevant; transparency and certainty of getting caught will change behaviour far more than a large tally of penalties.

Q13: What safeguards do you think would be necessary and proportionate to ensure the fair application of increased monitoring?

Transparency and avoidance of even the appearance of entrapment.

Q14: Where illegal working is found alongside tax non-compliance, could the penalty regime for tax failures be strengthened or changed?

No – most decent people consider the penalties for illegal working as an unjust, oppressive and often racist policy measure against refugees and economic migrants from countries much poorer than our own.  Associating the wholly legitimate penalties for failures to observe our progressive and democratic taxation regime with morally dubious anti-immigration measures would only serve to delegitimise tax failure penalties and encourage more people to think that evading taxes is a justifiable adventure.

Q15: Do you have any other suggestions for financial or non-financial sanctions that could be effective in responding to hidden economy noncompliance and promoting good compliance?

Not for sanctions; but we would reiterate the suggestion that embedding basic accountancy and taxation technology and practice in the educational curriculum is desirable.

Q16: Do you have any suggestions or comments on the most effective way to understand and measure the likely impacts arising from potential policy changes set out in this consultation?

Qualitative social science research which examines issues like perceived legitimacy and depth of understanding in practice might help.
If you require any further information, or clarification of the points set out in our response to the consultation, please contact us at: natglg@outlook.com
Yours faithfully

Adrian Jones

Policy Officer
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