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Unofficial contracts violating legal regulations: 

• mandatory rental terms, rent ceilings, sub-
letting prohibitions or any mandatory rule in 
favor of the tenant 

• Taxes regulations 

• Other public law regulations such as 
habitability requirements or immigration 
prohibitions 



Downsides of black market 

• market distortions 

• Less revenue 

• No/reduced legal protection of tenants and 
low quality of housing 

• No access to public rental subsidies 



Common Features 

• High ownership rate and underdevelopment of 
both the private rental market and the social 
housing 

• High rate of vacant dwellings  

• A share of substandard rented tenures in low 
rental areas 

• Significant rate of immigrants living in rented 
tenures, mostly in low rental areas 

 



Unofficial contracts rate 

Italy   20% (2013) 

Cyprus   perceived widespread 

Greece  perceived widespread 

Malta  perceived significant 

Portugal  perceived increasing 

Spain  55,83% (2008)   

       

  

 



Black market background:  
recent liberalizations have reduced the ‘need’ to 

circumvent mandatory contractual limits 

Abolition of rent control and further 
liberalizations in Southern European Countries  

 

• Italy: 1998, 2014 

• Malta: 1995 

• Portugal: 2006, 2012 

• Spain: 1994, 2010, 2013 

 

 



 
Measures to Tackle Black Market 

 
• A) Written form: no binding contract? 
• Italy: ‘any rent agreement exceeding the amount written in 

the official contract is void’. If the landlord unilaterally wants 
the contract to be informal, the tenant may claim for the rent 
to be set by the court according to the lower, non-market 
amount negotiated by landlords and tenants associations 

• Portugal: the landlord’s refusal to comply with the written 
form requirement is considered an abuse of right and, as a 
consequence, s/he is prevented from claiming for the nullity 
of the agreement 



 B. Registration (I) 

Cyprus: Land Register 

Greece, Italy: Land + Tax Register 

Malta: No Register 

Portugal: Land Register 

Spain: Property Registry, Administrative Registry 
of Rent Deposit, Real Estate Cadaster registry, 
Municipal Register of Inhabitants 



Registration: which incentives to 
register? (II) 

a) No effects erga omnesdetrimental to tenants and not 
deterrent to landlords 

b) No binding force of non-registered tenancy contracts: Italy, Law 
311/2004 detrimental to tenants and not deterrent to landlords 

c) Application of a low default rent set by the law and applicable 
at the request of the tenant in case the landlord omits the 
registration: Italy, Law 2013Strong incentive to register cancelled 
by the Constitutional court in 2014 

c) No Right of Eviction: Italy, art. 7 L. 431/1998, cancelled by the 
Constitutional court (2001);  

d) No Right of access to Fast Eviction Procedure: Portugal, 2013 for 
Tenant´s Eviction 



 
C. Duty of services providers to inform public 

authorities about consumption  
 

 E. Fiscal measures 

 - Portugal: cap of 28% on taxation on 
rental incomes (2012) 

 - Italy: flat rate tax on the earned rents 
(2011) effective measure, + 15% registered 
contracts in 2011-2012 

 - Tax incentives to put vacant dwellings 
into the rental market? 



Final remarks 

• The most effective way of counteracting black market 

is a combination of private law deterrents and tax 

incentives.  

• The main private law disincentive to conclude 

unofficial contracts seems to be preventing landlords 

from availing themselves of a faster, extrajudicial 

eviction procedure. 

• The most efficient fiscal measure seems to be a 

discounted tax rate on earned rents combined with 

strong disincentives to keep vacant dwellings. 

 


