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If Greece’s government was as adept as its banks at figuring out what its
citizens earn, the world might be a very different place.

That Greeks have a penchant for evading taxes isn’t exactly news — when tax collectors
started comparing swimming-pool ownership with incomes, wealthy Greeks camouflaged
their pools. And because hidden income is hidden, figuring the size of the tax dodge is
difficult.

Armed with data from one of Greece’s ten largest banks, economists Nikolaos Artavanis,
Adair Morse and Margarita Tsoutsoura recently set themselves to the task. The bank, with
tens of thousands of customers across the country, provided loan and credit-card
application and performance data. That not only gave the economists access to self-
reported incomes, but also allowed them to infer the bank’s estimates of true incomes —
which are likely closer to the mark.

The economists’ conservatively estimate that in 2009 some €28 billion in income went
unreported. Taxed at 40%, that equates to €11.2 billion — nearly a third of Greece’s
budget deficit.

Why hasn’t Greece done more to stop tax evasion? The economists were also able to
identify the top tax-evading occupations — doctors and engineers ranked highest — and
found they were heavily represented in Parliament.

— Justin Lahart

Euro-Zone Crisis, greece, Tax Evasion

Next »
In Hong Kong, Listing Requests Worsen

« Previous
Cords Uncut

OVERHEARD HOME PAGE

OVERHEARD HOME PAGE »

More from Heard on the Street

Learn practical lessons
and useful tools from
leading entrepreneurial minds
thl haVl'_' crr_':lted and
built successful companies.

Get inspired to develop
and grow your business.

Powered by Taboola

Don't Miss...

TECH

® The Hidden Costs
of Public Wi-Fi

PERSONAL FINANCE
Daughters of
Formula 1's Bernie
Ecclesto...

02:46

03:29
NEWS LIFESTYLE
Chinese Officials Don't Forget to
Forbidden to Use Pack a
Public Funds fo... Photographer
02:43 03:18

http://blogs.wsj.com/overheard/2012/07/09/hidden-greece/?KEY WORDS=morse+tsoutsoura

Don't Miss...

Powered by Taboola

The Hidden Costs of Chinese Officials
Public Wi-Fi Forbidden to Use

Daughters of
Formula 1's Bernie
02:46 Public Funds for Ecclestone Spend
Luxury Items $150 Milli...
02:43 03:29

7/11/2012



Hidden Greece - Overheard - WSJ

GTSO - Today's Stock Pick
Find Out Why This Company Could Be Huge Winner - Free Info!
www.TopMicrocapStock.com

Big, Fat, Greek Tours
Eat, Drink, Celebrate Life! We treat our travelers like family
www.yallatours.com

Greece Cruises 75% Off
Save up to 75% on cruises of the Greek Islands. Best price guarantee.
GreeceCruises.com

Mortgage Rates Hit 2.50%
If you owe under $729k you may qualify for 2.90% APR Govt Refi Plans.
www.SeeRefinanceRates.com

You Might Like From Around the Web

Content from Sponsors What's this?

How Would Greece Leave the Euro?
The 9 youngest billionaires in the world

Greece’s Prime Minister and Finance (Bankrate)

Minister to Miss Crucial Summit
Prepare for 2013 Crash, Warns

Economist Peter Schiff

Greece’s Next Finance Minister?
(NewsmaxWorld.com)

Its No L Called Ob:
S No Longer Lalle amacare Reasons Why You're Poor (SavvySugar)

Second Place Finish for Syriza May Be

Best Outcome Gold to Kiss 1600 Goodbye? (DailyFX)

How to Cancel a Mervyns Credit Card
(eHow)

Add a Comment

Name
We welcome thoughtful comments from readers. Please
comply with our guidelines. Our blogs do not require the
use of your real name.

Comment

CLEAR || POST

Comments (5 of 5) View all Comments »

11:32 am July 10, 2012
From Greece wrote :

| have no idea what income you are talking about and since in live in Greece, | expect | am better
informed than you are.

After 5 years of recession equaling a decline of 20% of our GDP and going full speed ahead
towards a 6th year of recession with -7% negative grownth, no one is making money.

Hidden income? Are you kidding?

11:45 am July 9, 2012

Pink Floyd wrote :

“Money, It's a crime. Share it fairly, but don’t take a slice of my pie.”

11:41 am July 9, 2012
AreVee wrote :

The last paragraph is the key..."all politics is local” said LBJ.

10:19 am July 9, 2012
Dan allen wrote :

Mr. Lahart's points are well taken, but let's do some quick math here. $28 billion of unreported
income sounds like a lot, and a loss of $11 billion is a lot. But Lahart assumes that tax evasion
could be reduced to zero and all tax revenues recovered. And yet, the eurozone has an average
tax evasion of 19%, and the USA is at 17% (of very low tax rates, comparatively).

The comparison would see Greek tax evasion reduced to the eurozone level.

Greece’s gov't budget is about 120 billion these days, about 45% of GDP. 28 billion in
unreported income constitutes between 25-30% rate of evasion. Reduced to European levels,

http://blogs.wsj.com/overheard/2012/07/09/hidden-greece/?KEY WORDS=morse+tsoutsoura

Page 2 of 3

)
-J 3

To investors who
want to retire
comfortably.

If you have a $500,000
portfolio, download the
guide by Forbes columnist
and money manager Ken
Fisher's firm. It's called
"The 15-Minute
Retirement Plan."

Click Here to Download Your Guidel

FISHER INVESTMENTS’

Hidden Cameras - Cheap

Find Incredible Bargains on Quality Hidden Cameras. Many
Features!

www.Calibex.com/Hidden-Cameras

2009 Grants for Business

Get Grants For Your Business Apply Now, 1000's of Applications
Offered

USAGrantApplications.org

Greece Cruises
Save big on your Greece cruise; live pricing & booking
WWWw.surecruise.com

From Around the Web

Content From Sponsors

Powered by Taboola

Hotel Fake-Out 10 Cheapest Cars to Why Good People

Photos : Top Own Can't Find Jobs
Hotels : Travel Kiplinger Fiscal Times
Channel

Travel Channel

7/11/2012



Hidden Greece - Overheard - WSJ

that would mean that Greece should reduced the level of unreported income to about 20 billion.
So, an 8 billion gain of reported income. Taxed at 40%, that's about 3.5 billion in more taxes.
Greece owes over 300 billion euros at this point, 165% debt to GDP.
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Tax evasion is a huge problem in Greece, but clearly it didn’t get them into this mess, and
correcting it sure as heck will not get them out of this mess. Look at the numbers.

We should not differentiate too much between very high tax evasion of very high tax rates and
low evasion of very low tax rates. Greece collects tax revenue equal to 40% of GDP (and has
been doing so for a decade) according to Eurostat. All in all, the tax evasion story is overblown.

6:47 am July 9, 2012
Paul Blumenthal wrote :

And of course we are here to believe that German and French banks that lent so foolishly to the
Greek public did NOT do their due diligence and didn’t know about all of that? Only now, we are
all responsible for banks bad debts. Because when a banker screws up his job then the public
pays the bill. Give me a break!

Paul Blumenthal,
http://www.sh1ny.com Founder
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