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The Roots of Greece’s Ills
by Theodoros I. Skouzos

The origins of the Greek crisis are rooted in the
pathologies of its political system over the past

three decades. That is why recovery will require much
more than efficient economic management. It will re-
quire the remaking of the country’s political and insti-
tutional systems.

Greece does not have natural resources capable of
financing its activities. The three main alternatives are
loans, foreign aid, and taxation. Of those, the only sus-
tainable source is taxation. To collect more taxes, the
country must broaden its tax base and better collect
those taxes due under the law; the former is a matter
of policy and politics, the latter a matter of administra-
tion and governance. Both areas are grossly inefficient.

During the past four decades and especially during
the early Panhellenic Socialist Movement (PASOK)
years of Andreas Papandreou, the state was meant to
provide jobs and social benefits to selected individuals,
mostly PASOK supporters. Greece experienced the rise
of irresponsible populism and unrestrained patronage
politics. Greek society had willingly accepted the terms
offered by the PASOK governments, and within the
system established between the major political parties,
those terms were fully adopted by the New Democracy,

too. As a result, public sector positions were filled with
party appointees so that the Greek state is now almost
fully subordinated to the political parties.

Of course, the criteria for appointment in the public
sector were far from objective. Important posts were
occupied by many individuals who lacked not only the
necessary specialization, knowledge of foreign lan-
guages, or IT skills, but even basic education. After so
many years in service, some of these people climbed
the administrative ladder and were appointed in gov-
ernmental or even ministerial posts. Large-scale patron-
age created a large and inefficient state and also gave
way to widespread corruption.

In 2011 Diomidis Spinellis, a former general secre-
tary of the ministry of finance IT systems, publicly
admitted to using the ‘‘4-4-2’’ system of apportionment
in tax audits. Under that system, 40 percent of the to-
tal amount of additional tax or fine (upon a tax audit)
represented the reduction that the corrupt official
would offer to the taxpayer; 40 percent represented the
bribe to the official; and the remaining 20 percent
would be the public revenue. In the case of tax re-
funds, corrupt officials demanded 8 percent of the sum
to approve refunds, Spinellis said, only to be corrected
by another tax official, who said, ‘‘It is now already 10
percent.’’ Spinellis did not stay in his post very long.

On September 14, 2013, the newspaper Ta Nea pub-
lished an article measuring public opinion on the level
of corruption among public officials; in the eyes of the
people interviewed, tax officials were seen as the third
most corrupt category. Rumor had it that new posi-
tions that entailed tax auditing powers were traded
among party officials and the amounts given to those
that approved the promotion to such positions could
reach a few hundred thousand euros.

Widespread corruption among tax officials for so
many years has affected the behavior of taxpayers and
the tax administration in ways that may be difficult for
practitioners in other countries to comprehend. For
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The chronic problems of
the Greek tax administra-
tion are largely respon-
sible for the failure of the
state to efficiently collect
taxes. This article at-

tempts to explain why solving these en-
trenched problems will require more than sim-
ply passing new legislation.
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example, imagine the effect on non-corrupt tax officials
and the taxpayers who have genuine intentions to com-
ply with their tax obligations. A non-corrupt tax offi-
cial in a corrupt environment becomes stricter in tax
audits to avoid being accused of corruption, because it
is safer to adopt a position that favors the state, even if
the tax official determines that the taxpayer’s position
is legally correct. Then the taxpayer, despite a genuine
intention to comply, adopts a counter-defense mecha-
nism. For example, many taxpayers intentionally make
identifiable violations found during a tax audit. They
set aside some funds to either pay the fine or try to
‘‘settle’’ it under the table. Tax officials interpret the
law strictly to the detriment of taxpayers, and not only
in assessing what is owed.

The hostility of the tax administration toward tax-
payers is also reflected in investment activities like
company incorporations and business start-ups because
in the minds of tax officials there was never a link be-
tween tax income and investment. The tax office man-
date is the tax collection in an absolutely strict sense.

During the years of patronage appointments in pub-
lic posts, little accountability was expected of public-
sector officials. Whenever a citizen had the courage to
report incidents of corruption, even the most serious
ones, the internal investigations and audits were con-
ducted by other public officials, who formed the disci-
plinary council. The investigations seldom resulted in
the imposition of measures against accused public offi-
cials. This, together with the fact that public servants
enjoy a constitutional privilege of permanency, often
meant that accusations were made in vain. It was not
uncommon for citizens who had the courage to report
corruption to regret doing so, because a mafia-style
alliance between public officials would take revenge
against this citizen in future tax audits and other deal-
ings with tax authorities.

Missing a deadline or breaking the law does not
have any consequences for state officials. When asked
for assistance or cooperation by citizens, public ser-
vants are often busy with something else, and despite
their large numbers they seldom respond to their obli-
gations on time. According to article 95, paragraph 5
of the Greek Constitution (as amended in 2001), ‘‘the
administration is obliged to respect court decisions.
Failure to do so gives rise to liability for every respon-
sible state official.’’ Provisions imposing an obligation
to the administration to respect court decisions are
contained in a number of laws, namely Presidential
Decree 18/1989, Law 3068/2002, Presidential Decree
61/2004, and so forth.

Greek governments knew all these problems. The
only solution was to pass a new law. It is estimated

that Parliament produces a new law every 55 hours. In
the past 30 years more than 4,000 laws have been
passed and more than 110,000 ministerial decisions
issued for their implementation. During the past three
years, more than 20 tax laws have been passed, and in
2013 alone 695 ministerial decisions with tax issues
were passed. This creates an additional administrative
burden on the tax administration, which must take the
time to learn these new provisions. It is not a surprise
that in 2011 only 22,000 tax audits took place in
Greece while in Ireland (a country with one-third the
population of Greece) 558,000 tax audits were com-
pleted. It is estimated that only about one-third of all
laws are actually enforced.

The volume of new legislation together with other
factors, such as lack of proper IT support, has resulted
in large numbers of unaudited cases piling up in tax
offices that are subject to a statute of limitations. To
prevent these from expiring, all previous governments
used to pass laws that extended the statute again and
again. Such practices render the taxpayers hostages of
the tax administration for years. Amnesty laws are
passed to close unaudited tax files with the payment of
lump sums. These practices have been repeated so
many times that they have become expected. Tax evad-
ers are keen to benefit from such laws because they are
able to get away with paying nominal sums to the state
under the amnesty law instead of being audited. But
these sums are payable also by compliant taxpayers
who under normal circumstances would have nothing
to fear from audits. Why do so? Because if they don’t
register for the amnesty law, they can be selected for
audits, and it is very unusual that no violation is
found.

It is not easy to cure the problems with the existing
structures. The tax administration is so strongly rooted
in the Greek political system that it opposes any sig-
nificant change. Unfortunately, the lack of meritocracy
is commonplace in all levels of Greek society and also
in its political personnel. Any change promoted even
by ministers with the best intentions may be challenged
on political grounds because it touches on the interests
of a ruling minority of the public sector, which will
find support by the opposition in Parliament. Every
government makes unnecessary changes to legislation
that are reversed by the next government before they
are actually implemented. There is a disappointing lack
of coordination between political parties even in mat-
ters that should be unilaterally agreed upon.

Recently, with the involvement of the troika in the
Greek ministries, there were some efforts to change the
laws and simplify the framework, but again these ef-
forts will be in vain if they stay only at the legislative
level and are not applied by the administration. ◆
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