REPUBLIC OF LATVIA
GOVERNMENT REPORT
on
Convention No. 131
Concerning the Minimum Wage Fixing, 1970
(ratification registered on 8 March 1993)
for the period of time from 1 June 2012 to 1 June 2017
The Simplified Government Report is developed by taking into account the Convention and the requirements referred to in Annex III –
Explanatory Note Concerning the preparation of Reports on Ratified Conventions – of the Committee of Experts
on the Application of Conventions and Recommendations
· Information regarding changes in policy documents and laws and regulations, which affect the application of the Convention:
During the period of time from 1 June 2012 to 1 January 2017 the Cabinet Regulation No. 390 of 17 May 2011, Procedures for the Specification and Review of the Minimum Monthly Wage, (hereinafter – the Cabinet Regulation No. 390) was in force and was developed on the basis of the Concept for Specification of the Minimum Monthly Wage for the Following Years (hereinafter – the concept) accepted under the Cabinet Order No. 111 of 16 March 2011, On the Concept for Specification of the Minimum Monthly Wage for the Following Years. The Cabinet Regulation No. 390 is issued on the basis of Section 61, Paragraph three of the Labour Law:
“(3) The procedures for the specification and review of the minimum monthly wage shall be determined by the Cabinet.”.
On 30 November 2010 the Cabinet Regulation No. 1096, Regulations Regarding the Minimum Monthly Wage and the Minimum Hourly Wage Rate, (hereinafter – the Cabinet Regulation No. 1096) was issued providing that in 2012 the minimum monthly wage specified in the State shall be LVL 200 or EUR 284.57.
In 2012, in accordance with the concept and the Cabinet Regulation No. 390, the Ministry of Welfare together with the Ministry of Finance and the Ministry of Economics assessed the economic situation in the State by analysing economic and other indicators, and developed a proposal for the amount of minimum monthly wage in 2013, i. e. to maintain the minimum monthly wage in the amount of LVL 200 or EUR 284.57. The Ministry of Welfare submitted the developed proposal for the amount of minimum monthly wage in 2013 to the National Tripartite Co-operation Council (hereinafter – the NTCC) for coordination, and at the NTCC meeting on5 July 2012 this proposal was coordinated with social partners.
In 2013 the Ministry of Welfare forwarded to the NTCC a proposal to increase the amount of minimum monthly wage from LVL 200 to LVL 225 or from EUR 284.57 to EUR 320 starting from 1 January 2014. The proposal for the amount of minimum monthly wage in 2014 was examined at the NTCC meeting on 25 April 2013, where the NTCC members agreed that the minimum monthly wage would be increased from LVL 200 to LVL 225 (EUR 320) or by 12.5 % from 1 January 2014.
On 27 August 2013, the Cabinet issued the Cabinet Regulation No. 665, Regulations Regarding the Minimum Monthly Wage and the Minimum Hourly Wage Rate, (hereinafter – the Cabinet Regulation No. 665) which provided that the minimum monthly wage shall be EUR 320 and the minimum hourly wage rate shall be EUR 1.933 starting from 1 January 2014, and this Regulation was issued on the basis of Section 61, Paragraph two of the Labour Law (according to the wording effective until 31 December 2015).
“(2) The minimum monthly salary within the scope of normal working time, as well as minimum hourly wage rates, shall be determined by the Cabinet.”.
In 2014 the Ministry of Welfare together with the Ministry of Finance and the Ministry of Economics assessed the economic situation in the State by analysing economic and other indicators. In view of the fact that starting from 2014 in accordance with the Cabinet Regulation No. 1474 of 17 December 2013, Regulations Regarding the National Programme of Statistical Information for 2014 the Central Statistical Bureau no longer calculates the full average annual value of the minimum consumer basket per capita per month (subsistence minimum), this indicator was no longer assessed, as required by Paragraph 2 of the Regulation No. 390. Instead, however, the poverty and material deprivation situation, as well as level of the poverty risk threshold were assessed.
In accordance with Paragraph 3 of the Cabinet Regulation No. 390, the Ministry of Welfare offered for consideration to social partners a proposal to increase the minimum monthly wage in 2015 in the following two versions:
Version 1 – from 1 January 2015, the minimum monthly wage is increased from EUR 320 to EUR 330 or by 3.1 %;
Version 2 – to maintain the minimum monthly wage in the amount of EUR 320 (0.0 %).
The NTCC members failed to agree on the amount of the minimum monthly wage in 2015 at the NTCC meeting on 12 June 2014, and decided to examine this issue in the next NTCC meeting together with changes in the tax system (possible amounts of the non-taxable minimum, personal income tax and social insurance contribution in 2015).
On 5 November 2014 the new government signed the Declaration on the Intended Activities of the Cabinet Led by Laimdota Straujuma which included Paragraph 89 stipulating that the minimum monthly wage in the State should be increased by EUR 40 in 2015. Thus on 2 December 2014 the Cabinet issued the Cabinet Regulation No. 734, Amendments to the Cabinet Regulation No. 665 of 27 August 2013, Regulations Regarding the Minimum Monthly Wage and the Minimum Hourly Wage Rate, which stipulated that the minimum monthly wage shall be EUR 360 and the minimum hourly wage rate shall be EUR 2.166 from 1 January 2015.
In 2015 in the light of the improvement in the economic situation in the previous years and the possible development of situation in 2015 and 2016, the Ministry of Welfare together with the Ministry of Economics and the Ministry of Finance offered for consideration to social partners the following versions for the maintenance of the minimum monthly wage in the current amount or its increase:
Version 1 – to maintain the minimum monthly wage in the amount of EUR 360 (0.0 %) starting from 1 January 2016;
Version 2 – to increase the minimum monthly wage from EUR 360 to EUR 367 (1.9 %) starting from 1 January 2016;
Version 3 – to increase the minimum monthly wage from EUR 360 to EUR 375 (4.2 %) starting from 1 January 2016.
The NTCC members failed to agree on the amount of the minimum monthly wage in 2016 at the NTCC meeting on 15 June 2015, and decided to examine this issue in the next NTCC meeting together with changes in the tax system (possible amounts of the non-taxable minimum, personal income tax and social insurance contribution in 2016). The NTCC members also failed to agree on the amount of the minimum monthly wage in 2016 at the NTCC meeting on 26 August 2015, but at the NTCC extraordinary meeting on 31 August 2015 the NTCC members agreed that starting from 1 January 2016 the amount of minimum monthly wage would be in the range of EUR 360–370.
On 24 November 2015 the Cabinet issued the Cabinet Regulation No. 656, Regulations Regarding Amount of the Minimum Monthly Wage within the Framework of Normal Working Time and Calculation of the Minimum Hourly Wage Rate, (hereinafter – the Cabinet Regulation No. 656) which stipulated that the minimum monthly wage shall be EUR 370 starting from 1 January 2016. Furthermore, instead of the minimum hourly wage rate, as provided previously, now the Regulation provided for calculation of the minimum hourly wage rate according to a specific formula in accordance with the delegation determined in Section 61, Paragraph two of the Labour Law:
“(2) The amount of minimum monthly salary within the scope of regular working time, as well as calculation of minimum hourly wage rate shall be determined by the Cabinet.”.
In 2016, in accordance with Paragraph 3 of the Cabinet Regulation No. 390 the Ministry of Welfare offered for consideration to social partners a proposal to specify the minimum monthly wage in 2017, i. e. to increase the minimum monthly wage from EUR 370 to EUR 470 (9.1 %) starting from 1 January 2017.
The NTCC members failed to agree on the amount of the minimum monthly wage in 2017 at the NTCC meeting on 9 August 2016, and decided to examine this issue in the next NTCC meeting.
The Cabinet examined the issues related to the draft law of the budget for 2017 at its extraordinary meeting on 18 August 2016, and decided that in 2017 the minimum monthly wage in the State shall be EUR 380. On 25 October 2016, the Cabinet issued the Cabinet Regulation No. 683, Amendment to the Cabinet Regulation No. 656 of 24 November 2015, Regulations Regarding Amount of the Minimum Monthly Wage within the Framework of Normal Working Time and Calculation of the Minimum Hourly Wage Rate, which stipulated that the minimum monthly wage shall be EUR 380 starting from 1 January 2017.
As to the social security, the Ministry of Welfare prepared and submitted to the Cabinet for its consideration on 26 April 2017 the medium-term policy planning document, Plan for the Improvement of the Minimum Income Support System for 2018–2020, (hereinafter – the Plan) within the framework of which specific support measures were envisaged for the social groups most at risks of poverty and income inequality, i. e. families with children and population of pensionable age. The plan stipulates that from the first half of 2019 an income level appropriate for a person in need shall be specified in the amount of 40 % of the income median
 – EUR 188
 – by applying a coefficient of 0.7 (consumption of 70 % from the first household member)
 to the next persons in a household (adults and children) which complies with the minimum income level and equivalence scale defined in the concept On Specification of the Minimum Income Level, which was accepted under the Cabinet Order No. 619 of 30 October 2014, On the Concept On Specification of the Minimum Income Level. Starting from the first half of 2019 the plan also envisages to specify the guaranteed minimum income (GMI) level in the amount of 20 % of the income median – amounting to 94 EUR instead of the previous EUR 49.80 by applying a coefficient of 0.7 (from the first person in household) to the next persons in a household.
Furthermore, during the period of time from 7 December 2015 to 21 December 2022 the Ministry of Welfare is implementing the ESF project entitled “Iekļaujoša darba tirgus un nabadzības risku pētījumi un monitorings” [Studies on and Monitoring of Inclusive Labour Market and Poverty Risks]. One of the project activities is the development of new methodology for determination of the minimum consumer basket of goods and services (hereinafter – the minimum consumer basket) and its approbation. The first results regarding the development of new methodology for determination of the minimum consumer basket are expected at the end of 2017, while final results regarding the development of methodology and its approbation are expected in the fourth quarter of 2018.
Conceptual report “Proposals for Changes in the Specification and Review Process of the Minimum Monthly Wage”
At the same time in 2015 the Ministry of Welfare started working on the improvement of analytical framework for the specification of the minimum monthly wage on the basis of good practice of the Organisation for Economic Co-operation and Development (OECD) and recent reforms implemented by several European Union (EU) Member States in this area in order to ensure that changes in the minimum monthly wage are specified in a more evidenced-based and transparent way.
The Ministry of Welfare established that the existing system for the specification and review of the minimum monthly wage lacks the following:
· a sufficient analytical basis (indicators for the analysis of economic situation and social security);
· an in-depth assessment of the impact of the minimum monthly wage on less qualified employees and changes in their labour income;
· discussions with social partners on amount of the minimum monthly wage for the following year, opinions of social partners are expressed in haste;
· a link between an increase in amount of the minimum monthly wage and efficient operation of public administration, including monthly wage scales in the areas, such as protection of health and social security or public procurement in the areas where wage cost particularly represents a significant part of expenses. The existing review of the minimum monthly wage does not involve the responsible institutions in the development of the relevant laws and regulations regarding changes in the amount of the minimum monthly wage (such as the Ministry of Health).
Thus the decision taken by the Cabinet on the amount of the minimum monthly wage for the following year may cause negative impact on the development of labour market and development of national economy in general.
In order to tackle the problems identified in the existing system for the specification and review of minimum monthly wage, the Ministry of Welfare has developed a conceptual report entitled Proposals for Changes in the Specification and Review Process of the Minimum Monthly Wage which was accepted under the Cabinet Order No. 230 of 23 March 2016. This conceptual report suggests analysing a number of indicators and conducting an in-depth assessment of the impact of the minimum monthly wage on less qualified employees and changes in their labour income by using the information at the disposal of the State Revenue Service in order to specify the amount of minimum monthly wage. It is also proposed to increase amount of the minimum monthly wage to any whole number, provided it corresponds to the forecast economic situation in the State in the following year (percentage output increment in the whole national economy). The report offers an optimal deadline for the submission of proposals to maintain, increase or decrease the minimum monthly wage for the following period to the NTCC and a possibility to analyse and coordinate such proposals beforehand at the NTCC Social Security Sub-council meeting, where the Employers’ Confederation of Latvia and the Free Trade Union Confederation of Latvia express their opinions and other competent experts are invited. The report proposes a mandatory condition, namely to link an increase in the minimum monthly wage to the monthly wage scales of the employees working in institutions financed from the State budget and budgets of local governments by increasing them as equally as possible to an increase in the minimum monthly wage according to the budget possibilities and taking into account the impact of the increase in the minimum wage on the balance of the general government balance and macroeconomic situation in the State. The system for the specification and review of minimum monthly wage includes all responsible institutions for the implementation of the specification and review process of minimum monthly wage.
The said proposals for the improvement of the system for specification and review of the minimum monthly wage have been included in the Cabinet Regulation No. 563 of 18 August 2016, Procedures for the Specification and Review of the Minimum Monthly Wage, which came into force on 1 January 2017. Paragraph 2 of this Regulation provides:
“2. Every year the Ministry of Welfare together with the Ministry of Finance and the Ministry of Economics shall asses the economic situation in the State and develop proposals for the amount of minimum monthly wage (to any whole number with accuracy of up to one euro) for the following year by taking into account the following:
2.1. the macroeconomic forecasts prepared by the Ministry of Economics and the Ministry of Finance, and changes in the economic situation in the previous year, including the development of labour productivity;
2.2. the information at the disposal of the State Revenue Service regarding the average labour income of employees and the number of hours worked per month in the previous calendar year according to the information indicated in employer reports on the mandatory State social insurance contributions from the labour income of employees, personal income tax and State fee of the business risk in the reporting month;
2.3. the assessment conducted by the Ministry of Welfare of the impact on social security and tax burden of labour force, including with regard to the changes in the object of the mandatory State social insurance contributions of employee and employer in the reporting month;
2.4. the information provided by the State Employment Agency on the unemployment rate divided by cities and municipalities of the Republic;
2.5. the proportion of the minimum monthly wage to the average work remuneration in the State in the previous year calculated by the Central Statistical Bureau;
2.6. the labour cost index calculated by the Central Statistical Bureau (against the relevant period of the previous year);
2.7. the proposals developed by the Ministry of Finance for changes in the tax system for the following year (changes in the personal income tax rate, the minimum not subject to the personal income tax, and amount of relief for a dependant);
2.8. the assessment conducted by the Ministry of Welfare of the amount of the existing minimum monthly gross and net wage and its possible changes in the following year in other European Union Member States, as well as the comparison of the proportion of the minimum monthly wage to the minimum work remuneration in those countries;
2.9. the proposals developed by the Ministry of Welfare for changes in rates of the mandatory State social insurance contributions for the following year;
2.10. the proportion calculated by the Central Statistical Bureau: the number of the employees whose work remuneration is equal to or smaller than the amount of the minimum monthly wage to the total number of employees.”.
Statistical data
When comparing the proportion of the minimum monthly wage to the average monthly gross work remuneration of employees for the previous year calculated by the Central Statistical Bureau, it may be concluded that starting from 2015 the amount of the minimum monthly wage decreases by a percentage in relation to the average monthly gross work remuneration of employees for the previous year calculated by the Central Statistical Bureau (see Table 1).
Table 1

The minimum wage and the average monthly work remuneration by years

	Year
	The minimum monthly wage on average
per year,
EUR
	The average monthly gross work remuneration of employees,
EUR
	The minimum monthly wage as a percentage of the average monthly gross work remuneration for the previous year

	2012
	284.57
	685
	43.1

	2013
	284.57
	716
	41.5

	2014
	320.00
	765
	44.7

	2015
	360.00
	818
	47.1

	2016
	370.00
	859
	45.2

	2017
	380.00
	-
	44.2


Data source: Data of the Central Statistical Bureau of the Republic of Latvia
Every year the Central Statistical Bureau calculates the number of employees by the amount of income per month, including the number of the employees whose labour income is equal to or smaller than the amount of the minimum monthly wage, as well as by sectors – the private sector and the public sector (the Central Statistical Bureau does not include public organisations, such as foundations, associations, funds, political and religious organisations, in the public sector).
Analysis of statistical data demonstrates that the highest number of the employees whose income was equal to or smaller than the amount of minimum monthly wage was in 2012, while in 2013 this number decreased, and starting from 2014, except for 2016, the number of the employees whose income is equal to or smaller than the amount of minimum monthly wage has increased again (see the Figure).
Figure
Number of the employees whose income is equal to or smaller than the amount of minimum monthly wage on average by years 2012–2016
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Data source: Data of the Central Statistical Bureau of the Republic of Latvia
· Information provided by the Free Trade Union Confederation of Latvia (LBAS) and the Employers’ Confederation of Latvia (ECL) on collective agreements and general agreements:
In addition to the national regulation of the minimum wage, there is also the local regulation of the minimum wage, namely social partners may specify the minimum wage in the relevant company or industry in collective agreements with employers or in the industry. According to the principle of labour rights that a collective agreement may not impair the status of an employee in comparison with laws and regulations (Section 6 of the Labour Law), thus only a higher wage may be specified in collective agreements.
The LBAS has received complaints from employees regarding the non-disbursement of work remuneration, mainly from employees who are not members of trade unions. Complaints submitted to the LBAS regarding the non-disbursement of wage to an employee in full amount, or non-disbursement of wage to an employee even in the amount of the minimum monthly wage for the relevant month(s), as well as consultations regarding the issues of work remuneration which include partial non-disbursement of work remuneration, preparation of creditor claims for administrators regarding the non-disbursed work remuneration, incorrect calculation of remuneration, and other issues related to the work remuneration are presented in the Table (see Table 2).
Table 2

Complaints submitted to the LBAS and consultations provided by the LBAS by years
	
	2012
	2013
	2014
	2015
	2016
	1st quarter of 2017

	The number of complaints regarding the non-disbursement of wage to an employee in full amount or non-disbursement of wage to an employee for the relevant month(s) even in the amount of the minimum monthly wage:
	35
	17
	7
	6
	15
	13

	out of which the number of statements of claim prepared for submission to the court is:
	26
	13
	3
	3
	8
	8

	Number of consultations
	517
	422
	32
	28
	31
	38


Data source: Data of the Free Trade Union Confederation of Latvia
According to the information provided by the LBAS the minimum monthly wage is not specified in collective agreements monitored by the LBAS member organisations. The LBAS has no information or complaints at its disposal which would indicate the conclusion of labour contracts, or collective agreements that provide for smaller remuneration than the minimum monthly wage specified in the State. Guidelines for the establishment of work remuneration system are provided in one general agreement concluded in the railway industry between the Foundation “Organisation of the Latvian Railway Industry Employers” and the Latvian Railway and Transport Industry Trade Union:
The ECL indicates that it has no information at its disposal on the number of collective agreements (general agreements) that would specify the minimum monthly wage.
· Activities of and decisions taken by the NTCC
The NTCC coordinates and organises a trilateral social dialogue between the employer organisations, public institutions and trade unions in order to coordinate their interests in social and economic issues, thus guaranteeing social stability in the State.
The NTCC supported the proposal of the Ministry of Welfare at its meeting on 5 July 2012 which suggested that the minimum monthly wage in 2013 would not be reviewed and its amount would be LVL 200, and, when examining the issue regarding the draft State budget for 2013, decided to return to the issue of the link between the minimum wage and the personal income tax, non-taxable minimum and relief for dependants.
Social partners agreed at the NTCC meeting on 25 April 2013 that the minimum monthly wage would be increased from LVL 200 to LVL 225 or EUR 320 from 1 January 2014.
The government did not reach an agreement with its social partners (the LBAS and the ECL) at the NTCC meeting on 12 June 2014 on the amount of the minimum monthly wage in 2015, as the LBAS supported the proposal to increase the minimum monthly wage from EUR 320 to EUR 340, while the ECL stated that the minimum monthly wage should not be increased. The NTCC decided to include an item regarding the minimum monthly wage, non-taxable minimum, personal income tax and amount of social insurance contributions on the agenda of its meeting in August.
The NTCC members failed to agree on the amount of the minimum monthly wage in 2016 at the NTCC meeting on 18 June 2015, and decided to re-examine the issue of amount of the minimum monthly wage in 2016 in the NTCC meeting in August which would be held to discuss a tax package in 2016. The NTCC members also failed to agree on the amount of minimum monthly wage in 2016 at the NTCC meeting on 26 August 2015, and decided to re-examine this issue at the NTCC meeting on 31 August 2015 after discussions at both extraordinary meeting of the Cabinet and the NTCC Sub-council, but at the NTCC extraordinary meeting on 31 August  2015 the NTCC members agreed that amount of the minimum monthly wage would be in the range of EUR 360–370 from 1 January 2016.
The NTCC members failed to agree on the amount of the minimum monthly wage in 2017 at the NTCC meeting on 9 August 2016, and decided to examine this issue in the next NTCC meeting. The Cabinet examined the issues related to the draft law of the budget for 2017 at its extraordinary meeting on 18 August 2016, where social partners supported the decision taken by the government which stated that the minimum monthly wage in 2017 would be EUR 380.
· Information on the ensuring of control over the enforcement of provisions of the Convention
The State Labour Inspectorate (hereinafter – the SLI) and indirectly also the State Revenue Service (hereinafter – the SRS) are involved in the supervision of compliance with the minimum monthly wage.
It is a function of the SLI to ensure efficient implementation, supervision and control of the State policy in the areas of employment legal relationships and labour protection.
Upon establishing violations of the provisions of the minimum monthly wage, the SLI imposes the sanctions specified in the Latvian Administrative Violations Code, particularly Section 41 which stipulates that:
“In the case of not ensuring the State specified minimum monthly wage, if the person is employed for a normal working time, or not ensuring the minimum hourly rate – a fine shall be imposed on the employer – for a natural person or an official in an amount from EUR 430 up to EUR 570, and for a legal person – from EUR 850 up to EUR 7,100.
In the case of recommitted violation within a year after the imposition of administrative sanction – a fine shall be imposed on the employer – for a natural person or an official in an amount from EUR 570 up to EUR 700, and for a legal person – from EUR 7,100 up to EUR 14,000.”.
The violations established by the SLI and the imposed sanctions for violations of the provisions of the amount of minimum monthly wage during the period of time from 2012 to 1 April 2017 are provided in the Table (see Table 3).
Table 3

Violations of the provisions of amount of minimum monthly wage 
established by the SLI

	
	2012
	2013
	2014
	2015
	2016
	1 April 2017

	Total number of violations:

	Number of the minimum wage violations
	9
	40
	-
	-
	-
	-

	Number of Section 61 of the Labour Law violations
	-
	-
	13
	11
	13
	1

	Number of the Cabinet Regulation No. 1096  violations
	4
	19
	-
	-
	-
	-

	Number of the Cabinet Regulation No. 665 violations
	-
	-
	21
	25
	3
	1

	Number of the Cabinet Regulation No. 656 violations
	-
	-
	-
	-
	27
	2

	Number of violations in orders – administrative act of the SLI:

	Number of the minimum wage violations
	7
	36
	-
	-
	-
	-

	Number of Section 61 of the Labour Law violations
	-
	-
	8
	5
	8
	-

	Number of the Cabinet Regulation No. 1096 violations
	3
	12
	-
	-
	-
	-

	Number of the Cabinet Regulation No. 665 violations
	-
	-
	16
	15
	1
	1

	Number of the Cabinet Regulation No. 656 violations
	-
	-
	-
	-
	24
	2

	Number of violations in administrative sanctions – decisions to impose an administrative sanction:

	Number of the minimum wage violations and the total amount of imposed sanctions (EUR)
	2 (2 fines (1476))
	4 (4 fines (1423))
	-
	-
	-
	-

	Number of Section 61 of the Labour Law violations
	-
	-
	5 (4 fines (5435); 1 warning)
	6 (5 fines (4800))
	5 (4 fines (4142))
	1 (1 fine (850))

	Number of the Cabinet Regulation No. 1096 violations
	1 (1 fine (854))
	3 (3 fines (3123))
	-
	-
	-
	-

	Number of the Cabinet Regulation No. 665 violations
	-
	-
	5 (3 fines (1835); 1 warning)
	10 (10 fines (8675))
	1 (2 fines (1700))
	-

	Number of the Cabinet Regulation No. 656 violations
	-
	-
	-
	-
	3 (3 fines (6700))
	-

	Number of examined submissions regarding the minimum wage:
	21
	23
	12
	20
	9
	3

	Number of consultations (questions) on the work remuneration:
	14,221
	15,281
	19,797
	15,833
	7,877
	1,190


Data source: Data of the State Labour Inspectorate of the Republic of Latvia
The SLI officials perform substantial work by providing consultations to all interested parties at the SLI offices and the Consultative Centre during opening hours, as well as by the SLI consultative phone and electronically. In 2015, just as in the previous years, most of the consultations (78 %) were provided by the consultative phone, 18 % of consultations were given in presence, but 4 % – electronically. In 2015, increasingly more questions were asked in the SLI profiles on social networks in order to receive a reply very fast. Thematic division of the consultations provided by the SLI shows that, just as in the previous years, the questions of key interest were issues of labour law, i. e. the work remuneration and dismissal from work. At the end of 2015 the number of consultations regarding the minimum monthly wage and calculation of average earnings increased, as on 24 November 2015 the Cabinet adopted new Cabinet Regulation No. 656, Regulations Regarding Amount of the Minimum Monthly Wage within the Framework of Normal Working Time and Calculation of the Minimum Hourly Wage Rate, which came into force on 1 January 2016.
The SLI has no information at its disposal on any proceedings regarding the failure to apply the minimum monthly wage during the period of time from 2012 to 1 June 2017.
As to non-registered taxpayers, the SRS carries out both preventive measures (informative and educational measures, data reliability assessments, surveys and monitoring) and repressive measures (thematic inspections, tax audits), as well as imposes administrative sanctions for committed violations.
The main task of the SRS is to ensure the recording of tax payments and taxpayers, and collection of State taxes, fees and other mandatory payments determined in the State. Thus as to the work remuneration to employees declared by employers, the SRS performs appropriate tax administration measures related to the area of envelope salaries. Moreover, the SRS plans tax control measures for those taxpayers who present the highest risk of non-payment of tax, including the risk of envelope salaries, identified as a result of the risk analysis.
One of the control measures implemented by the SRS is thematic inspections where the SRS controls the compliance with individual laws and regulations, inspects individual accounting documents by comparing them with the accounting information of participants of a transaction, as well as carries out other inspections where the SRS inspects how a taxpayer complies with provisions of laws and regulations. In accordance with the Latvian Administrative Violations Code a fine is imposed for violations established during the thematic inspections of employers. Information on the thematic inspections of employers carried out during the period of time from 2012 to the 1st quarter of 2017 is presented in the Table (see Table 4).
Table 4
Thematic inspections

	
	2012
	2013
	2014
	2015
	2016
	1st quarter of 2017

	Thematic inspections of employers (number)
	4,719
	4,535
	3,786
	3,932
	2,786
	502

	Inspections where violations have been established (number)
	317
	404
	397
	288
	309
	27

	Fine imposed during inspections (thousands of EUR)
	116.1
	208.2
	196.0
	135.0
	123.7
	8.3


Data source: Data of the State Revenue Service of the Republic of Latvia
Preventive work is also performed during the thematic inspections in order to prevent tax evasion in a timely manner. Thus during the thematic inspections carried out in the 1st quarter of 2017 declarations were clarified by 272 taxpayers in the amount of 533.1 thousand euros, as well as the type of basic activities of taxpayers was clarified in seven thematic inspections.
From February 2017 the principle “Advise first” has been applied to the thematic inspections which envisages discussions on an increase in wages with officials of companies. The principle “Advise first” has been applied to 61 thematic inspections of employers.
By fighting against tax evasion and envelope salaries the SRS performs tax audits. During tax audits the SRS controls the compliance of the calculation of taxes and other mandatory payments determined in the State with the laws and regulations in a specific taxation period. Information regarding the tax audits performed by SRS during the period of time from 2012 to the 1st quarter of 2017 with regard to the payment of salaries in envelopes is presented in the Table (see Table 5).
Table 5
Tax audits

	
	2012
	2013
	2014
	2015
	2016
	1st quarter of 2017

	Tax audits with regard to the payment of salaries in envelopes (numbers)
	162
	179
	125
	97
	105
	12

	Additionally calculated payments in the budget (thousands of EUR)
	8,418.8
	7,874.3
	6,892.1
	3,844.3
	10,088.9
	1,609.3


Data source: Data of the State Revenue Service of the Republic of Latvia
The SRS considers the envelope salaries to be one of the factors which negatively affect the economic development, and this area still requires much work. Although the preventive and control measures implemented by the SRS have delivered results, it may be concluded that laws and regulations governing taxes and supervision are not the only factors affecting proportion of non-recorded economy in the State. Stimulating mechanisms created by public institutions and mood of society are equally significant. The preventive measures implemented by the SRS, after which employers remedied violations themselves, have resulted in legalisation of employers, and additional contributions to the State budget calculated by taxpayers themselves and amounting to several million euros, including mandatory State social insurance contributions and personal income tax. A number of natural persons also legalised their economic activities by registering as taxpayers. Information regarding the preventive measures implemented by the SRS during the period of time from 2012 to the 1st quarter of 2017 is presented in the Table (see Table 6).
Table 6
Results of preventive measures

	
	2012
	2013
	2014
	2015
	2016
	1st quarter of 2017

	Additional contributions to the State budget calculated by employers (thousands of EUR)
	976.7
	4,718.2
	4,470.3
	4,720.7
	4,846.6
	203.4

	incl. mandatory State social insurance contributions (thousands of EUR)
	651.1
	3,473.5
	2,993.5
	3,285.2
	3,339.3
	137.3

	incl. personal income tax (thousands of EUR)
	325.6
	1,244.7
	1,476.8
	1,435.5
	1,507.3
	66.1

	New registrations of employees (number)
	4,065
	14,515
	16,954
	16,002
	13,446
	719


Data source: Data of the State Revenue Service of the Republic of Latvia
· Note regarding the organisations of employers and employees to whom copies of the simplified report have been sent
In accordance with Article 23, Part two of the Constitution of the ILO copies of this report have been sent to:
1) the Employers’ Confederation of Latvia;
2) the Free Trade Union Confederation of Latvia.
Appended:
1. An excerpt from the minutes of the meeting of the National Tripartite Co-operation Council
 on 5 July 2012 on 2 pages.
2. An excerpt from the minutes of the meeting of the National Tripartite Co-operation Council
 on 25 April 2013 on 1 page.
3. An excerpt from the minutes of the meeting of the National Tripartite Co-operation Council
 on 12 June 2014 on 1 page.
4. An excerpt from the minutes of the meeting of the National Tripartite Co-operation Council
 on 18 June 2015 on 1 page.
5. An excerpt from the minutes of the meeting of the National Tripartite Co-operation Council
 on 26 August 2015 on 1 page.
6. An excerpt from the minutes of the meeting of the National Tripartite Co-operation Council
 on 31 August 2015 on 1 page.
7. An excerpt from the minutes of the meeting of the National Tripartite Co-operation Council
 on 9 August 2016 on 1 page.
8. The Cabinet Regulation No. 656 of 24 November 2015,
 Regulations Regarding Amount of the Minimum Monthly Wage
 within the Framework of Normal Working Time and Calculation
 of the Minimum Hourly Wage Rate
9. The Cabinet Regulation No. 563 of 18 August 2016,
 Procedures for the Specification and Review of the Minimum Monthly Wage,
 on 3 pages.
_____________ 2017





Signature: _______________
Jānis Reirs
Minister for Welfare
� Median of the income at the disposal of households for one equivalent consumer. Income median means mid-point of the income grouped from the lowest to the highest (instead of average income).


� 40 % forecast of median of the income at the disposal of households in 2016 for one equivalent consumer.


� A coefficient of 0.7 is also applied to the first person in a household if he or she is a person of working age but is not employed and does not comply with the following criteria: the person has been diagnosed with disability, the person is on a child care leave, the person is of pensionable age, the person has a student status, thus encouraging such person to enter the labour market and gain income from paid work.
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