Much of the '-eommt on

Greece’s problems has focused

on debt and spending. It is true

that Greece's use of short-term
borrowing to support a bloated

- civil service, overgenerous pen-
sions and reckless infrastruc-
ture expenditure has been the
most immediate cause of it's
problems. But there is a deeper,
underlyingissuethatconstrains
thegovernment’sability tofinda
solutiontothecrisis: Greece’sin-
abilitytocollecttaxrevenue.

- Economists estimate that
Greece loses up to 15 billion eu-
rosayear through taxavoidance
by individuals and small busi-
nesses, with over a quarter of
Greek economic activity taking
place in an unaccounted ‘shad-
ow economy’. More than half of
Greeksdeclareanincrediblylow
income of less than 12,000 euros
peryearontheirtaxreturnsand
manysmall businessesdon’tuse

. cash registers or issue receipts.

- The usual way of solving a seri-
oustaxdisputeinGreeceistoap-
ply the ‘rule of thirds’: one-third
Qf:the‘taxbmmﬂmgovmﬁment%

one-third in the tax inspector's

- pocketandone-thirdsavedbythe
taxpayer. None of these prac-
ticesisunknowninIndia.
~ Of course, itisnotonly Greece
and India that have problems
with tax collection. Between 10-
15% of activity in most western
European countries takes place
in the shadow economy and the
UKalonelosesuptog4billionper
 year inexcise tax. Corporate tax

evasion is

and the crisis

waysthatindividual Greeksand

‘Indians seek to avoid paying tax
on a large scale raises concerns
‘about integration into rule.
bound financial systems and
structural problems. Although
India has not come close to
matching Greece's large-scale
infrastructure spending, gov-
ernment policies have created
high fixed costs that may be-
come difficult to service over
time. Fuel fertiliserandpetrole-
um subsidies have tended to-

- wards 10% of total government

expenditure. Lost tax revenues
~onsubsidised fuel, further ener-
gysubsidiesatthestateleveland
rising energy prices will in-

~ crease the burden unless subsi-

&iesarephasédput.'mquauxnaw
rightssuchastherighttoeduca-
tion (and to food) will create un-
derlying salary and subsidy
‘expendituresthatwillessential-

ly become fixed costs at the Cen-

tre. And as overall costs in the
economy rise, the relatively low
retirement age for government

“India’s super-rich have a

creasing squeeze on central
Spending as civil service pen.
- Slons become more expensive,
. Noneof thismeansthat India
1s In danger of going bust. Byt
ithout a more concerted ap-
proach to tax collection—and
more responsible tax pay-
‘ments—it will become increas.
ingly difficult for the state to
fund social and infrastructure
expendimreatpmciselythe mo-
ment when India’s growth de.
bends on rising spending, The
introduction of v T and aboli-
tion of local taxes such asoctroi

- have reduced opportunities for

tax avoidance, but the essentia]
pmblemiiﬂiﬁé_aamemmdiaasin
Greece. Not enough people pay
Income tax, too many whe pay
areabletocheat,andtoomuch of

the trade in goods and services

-takesplaceintheblackeconomy,

_ employees vill create an in-

o

litical as much as it is economic.
Not enough Indians believe that
responsible citizenship means
ensuring the conditions neces-
sary for the prosperity and secu-

rlty of el To some extent, s~

reflects the post-Independence
Indian state’s failure to con-
struct a comprehensive ideal of
citizenship and belonging. But
newrightsarechangingthe con-
tractbetween citizens, as well as
the relationship between indi-
viduals and the state. The other

side of this new equation is the -

responsibility to distribute op-
increasingly prospero .~

started to understand this, even
if much of their giving is by ne-
cessitydirectedtowardscorrect-
ing government’s failures. But
the merely rich, the well-con-

~ nected, the political classes and

themiddleclasses have yet tofol-
low suit. Only when more Indj-
ans buy in to the notion of
limited redistribution through
taxes will the country truly bein

_thehandsof itscitizens.
""" "Noone likes paying taxes; in

any economy. If the Indian state
succeeds in collecting more tax,
it will be due to the types of
workinthe West:automatic pay-
roll deduction, simple tax struc-
tures, harmonisation of excise

duties and strong enforcement. -

But India’s social contract is

shifting in wider ways, and al-

ready the clever use of RTI has
forced politicians, civil servants
and judges to publicly declare
Dersonal assets and income, If
to lead the way in paying taxes,

thenewpoliticalrealitylooksset

toforcethemtodosoanyway The

-social and political changes that

are giving Indians more rights
‘and increasing prosperity bring
withthemagreaterresponsibili-
ty. Whether or not that comes to

Includepayingtaxesmaybecrit-

ical for India’s economic future.
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