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This paper aims to define the informal economy and its

relation with planning for sustainable development. It also analyze
cons and pros of the economical dimension, the social dimension
and the institutional dimension on sustainable development.
Furthermore, it discusses some solutions and recommendations to
activate the informal economy. Chapter One tackles the definition
of the informal economy, its features, effects, reasons and results.
Chapter One tackles the definition of the informal economy, its
features, effects, reasons and results.
Effects of Hidden Economy on Sustainable development, Strategies
of dealing with the informal economy, Suggested and solutions to
handle the informal economy there are some recommendations
such as Adopting the issue of slums as a fundamental issue
threatening national security, Macroeconomic policies must be
targeted to achieve the goals of comprehensive growth and poverty
reduction by targeting the creation of decent job opportunities
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I.Introduction:

This paper aims to define the informal economy and its
relation with planning for sustainable development. It also analyze
cons and pros of the economical dimension, the social dimension
and the institutional dimension on sustainable development.
Furthermore, it discusses some solutions and recommendations to
activate the informal economy. Chapter One tackles the definition
of the informal economy, its features, effects, reasons and results.
Chapter Two: Effects of Hidden Economy on Sustainable
development
Chapter Three: Strategies of dealing with the informal economy
Conclusion: Suggested recommendations and solutions to handle
the informal economy
11.0bjectives of the study:

It is highlighted in the following:

1-Study of the foundation of the informal economy, what it is;
definition and characteristics, other definitions may be similar to it
in terminologies. It also tackles the informal economy;
measurement  and  assessment  approaches,  surrounding
circumstances and components.

2- Reasons of the informal economy failure in markets and
institutions to absorb employees of the informal economy and to
request the informal economy products. The reasons of failure will
be tackled through the deep study of the cause of the informal
economy, its resources to grow and its relation with the economy,
as the informal economy has an important, complementary and
alternative role to the economy. It also has a role in enduring the
economy.

3- Foreshadowing the position, the extent and the reflection of the
informal economy on the economies of all the countries, specially
the developing countries, such as: the economy of Egypt. It also
foreshadows the reflection on taken economic policies, politic
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policies and social policies. Furthermore, it foreruns the informal
economy efficiency on the derived practiced policies and
international systems.

4-Attempts to benefit from the economic opinions, and the
international practices and experiments in order to create convenient
policies and strategies to deal with the informal economy. It also
attempts to benefit from conducting the informal economy in Egypt
through discussing the ability to convert and merge from the
informal economy to economy in Egypt.

I11.Complications of the study:

1-What are the resources to nourish the growth of the informal
economy? What is the connection between the informal economy
and the economy? What are the used methods to evaluate the
informal economy and its measurement indicators?

2- What are the results of the informal economy and its risks as a
alternative or complement motive for the economy? Is it a
complication, a solution or both of them?

I111.Hypotheses of the study:

1-The difficulty of measuring the informal economy directly as a
result of its secret activities and its obstacles. The available statistics
are preliminary estimates to measure the enlargement of the
informal economy because of the inadequacy of the labor market
information system in many countries, specially the developing
countries.

2- Excluding illegal activities “Crime Economy” from the informal
economy because it has hidden dark side whose products are
harmful to the economy. The main goal of this study is to benefit
from all the legal sides of the informal economy.

3- This study does not seek to provide comprehensive analysis on
the informal economy but it seeks to show some essential motifs
that could be convenient in order to estimate strategies on dealing
with the informal economy.
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HH.Summary:

There is many definitions of the informal economy but the agreed
definition is; it is any unofficial activities that lead to getting
informal incomes, such as: workshops and shops. The causes of the
spread of the informal economy are:
1-Governmental bureaucracy “routine” which leads to time loss and
exaggeration in terms and procedures.

2- Tax burden on financiers which is a result of the exaggeration in
tax tariff.
3-Small and micro enterprises do not have legal framework.
4- Unemployment and poverty
Moving on, the informal economy has characteristics:
1-Most of the informal economy uses underdeveloped technologies,
so it depends on more workers than the share capital.
2-The informal economy appeals small share capital and depends
on cash.
Adding to the characteristics of the informal economy, there are
methods to measure the informal economy:
1-Direct estimate
2-Population statistics and labor force
3-Total output

The informal economy faces a lot of challenges, such as:
a)The increase of taxes on the activities of the formal economy
which drives workers to work in the informal economy as well as
those wishing to enter the labor market to join the work cycle in the
informal economy to evade the tax.
b)Administrative complications in granting the necessary licenses to
conduct various activities and the spread of corruption, red tape and
bureaucracy.
c)Tax authorities rely on the discretionary power to implement the
tax law, by using the method of arbitrary estimates and excessive
exaggeration in them for most activities.
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Moving to advantages and disadvantages of the informal
economy in Egypt. First, the advantages of the informal economy
are:
a)lt significantly contributes solving the unemployment problem
due to the inability of the national economy to create job
opportunities for those coming into the labor market.
b)According to the diversity of social groups, it provides a fertile
and suitable work environment for all groups and different ages.
c)The ability to create respiratory environment with the formal
sector which is considered a factor in increasing employment and
improving production quality.

On the other hand, the disadvantages of the informal economy are:
a)The loss of a large part of the revenues on the state treasury
whether related to tax evasion or those related to licensing fees.
b)Violating conditions of safety and public health in the institutions
of the informal economy.

In addition to the advantages and disadvantages of the informal
economy, the hidden economy has effects on the sustainable
development. First, the hidden economy affects the economical
dimension for the sustainable development;
1-The negative effects of the hidden economy on microeconomic
issues with unfair distribution of the income and resource allocation
and their impact on the efficiency of the economy.
2-The negative effects of the existence of the hidden economy for
macro variables are; loss of tax revenue is one of the most important
negative effects of the hidden economy through the incomes that are
generated and not disclosed within the hidden economy, as it leads
to a significant loss in public revenues, so the government
departments increase the number of the state budget. The hidden
economy also affects the economic stability which leads to the
failure of the economic policies that aims to achieve economic
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stability. Last but not least, the hidden economy will motivates
saving liquid money to conduct transactions that take place in the
hidden economy.

Secondly, the hidden economy affects the social dimension for
the sustainable development; the absence of social coverage and
social security is an essential characteristic of the underground
economy. In addition to, Social security systems are determined
according to occupational groups. On the other hand

Apart from the advantages and disadvantages of the informal
economy in Egypt, what are the informal economy strategies for
application in Egypt? The strategies of the informal economy in
Egypt are; first, determining who is responsible for managing and
dealing with the informal economy. Secondly, presenting a program
to improve statistics on unofficial intent in Egypt. Last but not least,
determining the legislative framework for managing the informal
economy in Egypt.

I11111.Recommendations:

There are proposed recommendations and solutions to integrate
the informal economy into the formal economy. Hence, the
informal economy significantly contributes, espically in developing
countries like Egypt, to solve the unemployment crisis due to the
national economy’s inability to accommodate all groups. For
example, according to recent studies in Egypt, the informal
economy employs about 73% of the new entrants to the Egyptian
labor market. In the contrary, according to recent studies that
revealed negligible figures for the size of that informal economy,
especially in the past four years and following the twenty-fifth
revolution in January 2011, it reached 2.2 trillion Egyptian pounds.
Furthermore, it caused the loss of 330 billion Egyptian pounds of
the annual wasted taxes on the state treasury, at the time that the
country seeks 422.3 billion Egyptian pounds as a total amount of
the tax proceeds during 2015/2016. In 2015, the Egyptian
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government suffers a shortage a total amount of 251 billion pounds
in the current budget. The state seeks to increase the target of the
tax revenue, considering the latter the most important and largest
public resource of the country instead of 270 million pounds in the
past year 2016, a total amount of 422.3 billion pounds. In the
current year 2015, the general budget deficit estimated in the
current year with a total of 251 billion pounds, at a time when the
Egyptian informal economy requires about 73% of those entering
the labor market in Egypt as the studies recently and honestly refer
to them when talking about the size of the informal economy in
Egypt indicate that the number of work in the informal sector
reaches 10 million workers. 18 million establishments are not
registered for tax and that among these establishments about 40
thousand are unlicensed factories. This hidden economy represents
between 65% to 70% of the size of the Egyptian official economy.
Infront of all these neglected figures and the huge ratios of the
size of the hidden economy far from the eyes of the tax authorities
in the country, there are important recommendations and proposed
solutions to integrate the informal economy into the area of the
formal economy in the following:
1-The necessity for the Egyptian legislator to intervene to make
legislative amendments to the provisions of the penalties for the
current tax law No0.91 of the year 2005, which came in articles 131
to 138 thereof, so that these tax amendments are firm, accountable,
immediate and an analyst for real application and work on the
ground. This is for several reasons, including that the
aforementioned articles that dealt with all forms of criminal
penalties for tax offenses are absolutely not commensurate with the
severity of these crimes committed against society as a whole.
2-Macroeconomic policies must be targeted to achieve the goals of
comprehensive growth and poverty reduction by targeting the
creation of decent job opportunities, increasing productivity,
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facilitating economic transformation and improving work capacity.
Emphasis must also be placed on the development of vital sectors
that are heavily used by workers to benefit from the experience of
Tunisia and Mexico. The agricultural and tourism sector, along with
encouraging the private sector to issue and contribute to achieving
economic growth side by side with the public sector and civil
society organizations in creating new jobs and reducing poverty.
3-Adopting the issue of slums as a fundamental issue threatening
national security, thus the necessity to present a national strategy to
reach the elimination of the current slums and ensure that new
narratives are not bad.

4-The state should establish work systems and set time programs by
organizing or merging the informal economy according to a clear
and carefully designed timetable until the merger process is
completed. Like Mongolia’s experience, it is noted that an action
plan has been adopted to organize the informal economy until it is
merged according to a time frame known as the plan for the
economy.

5-1t should be realized that the progression in the chain of policies
taken, starting from measures of enticement or attraction to
intimidation and deterrence, is the decisive factor in the success of
government policies with an emphasis on dealing with this informal
economy with particular flexibility on the part of the supervisory
and administrative bodies that deal with insurance, taxes, labor
offices, health, supply and other entities that, due to their
transactions, sometimes cause the customers to flee the economy.
6-Promoting cooperation between the public and private sectors,
civil society organizations and civil societies play the meditating
role in supporting trust between the state and those working in the
informal economy7-Reforming highly bureaucratic government
departments and enhancing their ability to implement laws
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efficiently, effectively and expensively with reorganizing incentives
and benefiting from the various

7-Establishing an electronic integrating network between
government agencies to overcome the costs of time and transaction
costs for all business companies that deal with them and benefit
from the experience of Singapore in this regard, as it takes the
practice of economic activities and the procedures for establishing a
company in Singapore one day because of this electronic
connection.
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