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4.2. Digital reforms and tax evasion
in Greece

Artemis Stratopoulou

4.2.1. Introduction

In recent years, tax revenue in Greece has contribut-
ed considerably to an overperformance of the gener-
al government public finances, remarking a positive
outlook for Greece’s fiscal sustainability. More pre-
cisely, according to the latest data published by the
Hellenic Statistical Authority (ELSTAT), the Greek pri-
mary balance recorded a surplus of 4.8% of GDP in
2024, surpassing past estimations (e.g., 2.9% by the
European Commission Economic Forecast, Autumn
2024 and 2.4% forecast in the Greek draft budgetary
plan 2025). Government revenue stood at 49.3% of
GDP in 2024 compared to 48.2% in 2023, while gov-
ernment expenditure was 1.5% lower in 2024 (48.0%)
compared to 2023 (49.5%). Furthermore, the Greek
public debt recorded the greatest fall among EU
countries, standing at 153.6% of GDP in 2024 and
recording a 10.3% percentage point decrease com-
pared to the previous year.

Total tax revenue in 2024 represented 49.3% of GDP,
1.1 % higher compared to 2023. In nominal terms, to-
tal tax revenue stood at €117.2 billion, compared to
€108.5 billion in 2023. Tax revenue from direct and
indirect taxation in 2023 stood at €61.7 billion, repre-
senting 27.4% of GDP. In 2024, tax revenue reached
€66.4 billion, 4.7 billion higher than the 2023 figure,
representing 28% of GDP. This tax revenue overper-
formance is mainly attributed to the effective crack-
down on tax evasion and the increase of electronic
transactions (Bank of Greece Monetary Policy Report,
June 2025). Digital reforms like the development of var-
ious digital services and applications by the Independ-
ent Authority of Public Revenue (IAPR), together with
the interconnection of cash registers with POS sys-
tems, have significantly improved the recording and
monitoring of financial transactions. This is extremely

important, as the reliability of official economic data
can be affected by the existence of the shadow econ-
omy and tax evasion, affecting other socio-econom-
ic indicators that rely on those data (Schneider and
Asllani, 2022). Furthermore, the significant increase in
electronic payments in recent years has also facilitat-
ed the detection and reduction of undeclared income,
particularly in sectors where cash transactions were
traditionally dominant. As a result, tax authorities are
now better equipped to monitor and map income dec-
larations with actual financial transactions, leading to
improved tax compliance and a significant increase in
tax revenue.

4.2.2. Tax evasion and the shadow economy

Tax evasion has long been a systemic issue in Greece,
and its implications for fiscal consolidation are clear cut.
However, there exist other economic consequences and
social repercussions that are less evident (Vasardani,
2011). In general, tax evasion distorts the allocation
and redistribution of resources both in the short and
in the long run. More precisely, tax evasion can affect
households’ disposable income, influencing, over time,
decisions about labor supply and demand, allocation
decisions about consumption and saving, and also im-
pacting prices, economic growth, etc. Furthermore, tax
evasion undermines the distributive function of progres-
sive taxation, putting a heavier burden on compliant tax-
payers. In addition, it deprives governments of revenue
that could support public spending.

Tax evasion is part of the shadow economy. However,
the definition and measurement of the shadow econ-
omy remain a subject of debate. The shadow econo-
my is also referred to as the “hidden” economy, “grey”
economy, “black” or “lack” economy, “cash” or “in-
formal” economy. According to Schneider and Asllani
(2022), the shadow economy is defined as all econom-
ic activities that are hidden from official authorities for
monetary, regulatory and institutional reasons."

According to data provided by Schneider and Asllani
(2022), the level of informal economic activity in Greece
remains at higher levels compared to other EU coun-
tries, and especially compared to Central and North-

1. Monetary reasons might involve evading tax obligations and social security payments; regulatory reasons could relate to bypassing
government bureaucracy or avoiding the constraints of regulatory systems; and institutional reasons include corruption, weak rule of law,

weak tax morale and ineffective political institutions.
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FIGURE 4.2.1

Size of the shadow economy in EU countries (in % of official GDP), 2022
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ern European countries. More precisely, in 2022, the
level of informal economic activity in Greece stood at
20.9% of GDP, 3.3 percentage points higher than the
EU-27 average (Figure 4.2.1).2 Between 2003-2022, the
average level of informal economic activity recorded
in Greece was at 23.7 (% of GDP) compared to 12%
and 12.3% in Ireland and Germany, respectively. Even
when compared to countries with similar economic
conditions, such as Portugal, Spain, and Italy, informal
activity in Greece is still higher. The size of the shadow
economy in ltaly, Portugal, and Spain was respective-
ly 21.5%, 18.5%, and 18.7% on average during 2003-
2022. It should be noted, though, that the size of the
shadow economy in Greece recorded a remarkable
drop of 7.3% between 2003 and 2022.

The main drivers contributing to one of the highest de-
grees of informality among EU countries include the
high level of self-employment, followed by indirect tax-
ation, the rate of unemployment, tax morale, personal
income tax, and regulatory burden, as measured by
the Business Freedom Index (Table 4.2.1). As Table
4.2.1 indicates, in all countries presented, the most
significant driver of the size of the shadow economy

is the level of self-employment. In Greece, the level of
self-employment stands at 37.6%, compared to 31% in
Italy, 31.1% in Portugal, and 23.8% in Spain. Dell’Anno
et al. (2007) and Schneider and Buehn (2018) find that
if the level of self-employment is high, then the partici-
pation rate in the shadow economy is high too. As data
from the World Bank indicates, the average level of
self-employment as a percentage of total employment
between 2003-2023 was 34.6% in Greece, 24.3% in It-
aly, 20.6% in Portugal, and 17% in Spain, pointing to
a considerably high share of self-employed individuals
in Greece compared to peers.

Indirect taxes play a prominent role in shaping the
size of the shadow economy. High indirect tax rates
and regular cash payments in businesses could lead
to large-scale evasion, especially in economies like
Greece, where VAT tax rates were high and electronic
transactions were limited until recently. Although un-
employment has a significant contribution in the shad-
ow economy for Greece (18%), the unemployment rate
has considerably declined, by 17.6 percentage points,
between 2013 (peak at 27.7%) and 2024 (10.1%).

2. See also Eurobank’s research report for an indirect estimation of the size of the shadow economy in Greece.
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Tax morale also plays a catalytic role, participating
with 10.4% in the size of the shadow economy. As
related literature suggests (Devine, 2021; Torgler and
Schneider, 2009; Aruoba, 2010), weak institutional
quality, ineffective government institutions, complex
and burdensome tax and regulatory systems, a lack
of a strong legal system, and pervasive corruption are
the main determinants of economic informality in most
countries. Institutional quality in Greece has been his-
torically considered weak and below the euro area
(EA-19) average in particular core institutions, like the
rule of law, regulatory quality, control of corruption,
voice and accountability, and political stability (Barda-
ka and Rentifi, 2021). It is also worth mentioning that
the “government effectiveness” indicator score has
been systematically low for Greece (Philippopoulos,
2024). This indicator captures the quality of public and
civil services and is closely related to the efficiency of

FIGURE 4.2.2
VAT compliance gap, 2000-2022

public administration, ranging from -2.5 (worst) to 2.5
(best). Greece had an average score of 0.43 between
2003-2023. However, according to the Chandler Good
Government Index (CGGI) 2025, Greece has made
important improvements and has emerged as the re-
gion’s top improver in Attractive Marketplace (2025
CGGl Report).®

It is also worth noting that the VAT compliance gap
in Greece is higher than the EU-27 average between
2000-2022; however, it experiences a declining trend,
meaning that VAT tax compliance has improved sig-
nificantly, especially since 2018.* The VAT gap indi-
cator acts as a proxy for VAT revenues lost due to
VAT fraud, evasion and avoidance; non-fraudulent
bankruptcies and financial insolvencies; or miscal-
culations (European Commission, 2024). As Figure
4.2.2 indicates, the VAT gap was estimated at 13.71%
of the VAT total tax liability (VTTL) in 2022, recording
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3. The Chandler Good Government Index (CGGI) is a comprehensive, annual ranking of national governments based on capabilities and
effectiveness. It covers about 120 countries (as of 2025), giving scores on 35 unique indicators across seven key categories: Leadership and
Foresight, Robust Laws and Policies, Strong Institutions, Financial Stewardship, Attractive Marketplace, Global Influence and Reputation,

and Helping People Rise.

4. The VAT compliance gap is the estimated difference between potential VAT revenue under full compliance and the actual amount

collected by tax authorities (European Commission, 2024).
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FIGURE 4.2.3
Share of payment instruments at Points of Sale (POS), value of transactions
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FIGURE 4.2.4
Share of payment instruments at Points of Sale (POS), number of transactions
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a remarkable reduction of 16.28 percentage points
since 2011 (peak 30%).

In 2024, according to data published by the Hellen-
ic Statistical Authority (ELSTAT), Greece recorded an
overperformance of tax revenue, reflecting the benefits
reaped by the crackdown on tax evasion, among other
things. Recent reforms have helped considerably with
tax compliance targets. However, for 2025, it is essen-
tial to continue and complete the 2024 interventions
that led to the reduction of tax evasion. These interven-
tions include the universal declaration of a company’s
income and expenses on the myData platform, the
universal operation of the digital customer database,
the start of the mandatory application of the digital dis-
patch note for transported products, new control sys-
tems for the automatic monitoring of the progress of
each debtor’s overdue debts, the more effective use
of artificial intelligence with the aim of further reducing
bureaucracy, the universal expansion of electronic in-
voicing, etc. (Bank of Greece, 2025).

4.2.3. The role of digital payments
The rise of digital payments and the extensive use of

payment cards in Greece have played a key role not
only in boosting indirect tax revenues but also in tack-

FIGURE 4.2.5

ling tax evasion. The penetration of digital payments,
especially after the imposition of capital controls in
2015, has been found to have a positive impact on
fiscal revenue. Hondroyiannis and Papaoikonomou
(2017), using Greek data for the period 2003q4-
201692, found that a one percentage point increase in
the share of card payments in private consumption re-
sults in approximately 1% higher tax revenue through
increased compliance.

The use of payment cards in Greece has followed an
upward trend in recent years, especially after the im-
position of capital controls in 2015. Law 4446/2016
further accelerated card usage, and this rise in dig-
ital payments has been found to have a significant
positive impact on tax compliance (Danchev et al.,
2020).

However, cash remains the dominant payment meth-
od in Greece, accounting for 42% of transaction val-
ues and 54% of the number of transactions, compared
to the euro area (EA20) averages of 39% and 52%,
respectively (ECB, 2024) (Figure 4.2.3 and 4.2.4). It
is also interesting that although more than 50% of
respondents across all demographic and socioeco-
nomic categories (age, gender, and education level)
declared a preference for card or other cashless pay-
ment methods, cash remains the most widely used

Share of payment instruments at Points of Sale (POS) (cash vs card) in selected countries, 2024
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payment method in many transactions. For instance,
for over 60% of respondents of the 2024 SPACE sur-
vey, having the option to pay with cash is extremely
important.s

Comparing Greece with Italy, Portugal, and Spain (Fig-
ure 4.2.5 above), it is obvious that in general, in all
countries, cash dominates card usage in both value
and number of transactions. Only Greece appears to
have a lower percentage in cash compared to card
usage in values of transactions only.

Finally, according to the 2024 SPACE survey data, six
countries reported higher use of cards than cash for
both the value and number of transactions.®

4.2.4. Conclusion

Cultural and structural change is crucial for achieving
long-term compliance with tax obligations. Greece
should continue implementing structural reforms to
tackle tax evasion. The expansion of electronic pay-
ments and card usage has played a catalytic role with
regards to this subject. These developments have been
supported by the improved economic conditions and
the increased business confidence of recent years.

However, significant challenges remain and should
be addressed. Enforcement gaps persist, particular-
ly in rural areas and within the informal sector. Small
business owners often show resistance or confusion,
especially when new compliance requirements are
developed. Technical and training barriers, such as
limited digital literacy, pose further barriers. Moreover,
sustained progress continues to depend on broader
institutional trust and the overall efficiency of the public
administration system.

To overcome these limitations, it is important that the
Greek government enhances the quality of its institu-
tions and public services while strengthening the rule of
law and reducing corruption, in order to create growth
opportunities for the formal economy. Education and
awareness-raising programs could also help improve
tax morale.
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