Civil Society Statement on World Public Service Day 2015
“Protect and Expand Quality Public Services
to Reduce Inequality”
As governments meet in Addis Ababa, Ethiopia to agree on the contours of a global
framework to finance a new set of Sustainable Development Goals (SDGs) to fight
poverty and inequality, workers unions, social movements and civil society
organisations in India come together on the World Public Services Day (23 June), to
demand a fairer tax system for quality public services for all. We join the global call
and demand that governments assume their responsibilities and reshape the global
tax system.
The International Monetary Fund (IMF) estimates that developing countries may be
losing as much as $213 billion (or around Rs.14 lakh crore at current exchange
rates) a year to tax avoidance. The latest report from Global Financial Integrity,
“Illicit Financial Flows from the Developing World: 2003-2012,” found that
developing and emerging economies lost US$6.6 trillion (or Rs.422.4 lakh crore at
current exchange rates) in illicit financial flows from 2003 through 2012, with illicit
outflows increasing at an staggering average rate of 9.4 per cent per year—roughly
twice as fast as the global GDP. India was among the top five countries in the world
over the 10-year period with almost half a trillion dollars (or Rs.32 lakh crore at
current exchange rates) in illicit outflows, along with China, Russia, Mexico, and
Malaysia. India’s annual central outlay on health and rural housing put together is
Rs.34,575 crore. It is worth noting that checking illicit financial flows will potentially
result in increased social sector spending
This revenue when channeled to fund quality public services, such as healthcare
and education services, free at the point of delivery, affordable water, electricity
and transportation, and social services such as a universal Public Distribution
System (PDS) and pensions, would effectively combat poverty and inequality based
on caste, class, gender and ethnicity. Recent research has shown that universal
public services are one of the strongest weapons in the fight against inequality
(Seery, 2014). They mitigate the impact of skewed income distribution, and
redistribute wealth by putting ‘virtual income’ into the pockets of the poorest
women and men. In addition, quality public services play a key role in decreasing
the burden of household and care work that would otherwise disproportionately fall
on women.
In the context of such substantial losses of domestic resources and the importance
of quality public services, the spending cuts in the social sector by the central
government in its latest Budget - despite being accompanied by higher revenue
share to states - are deeply concerning. The government’s scheme ensuring right to
work (MNREGA) got a budget provision of Rs 34,700 crore, which in real terms, is a

reduction of 3 per cent. Central assistance for state plans for the government
scheme providing right to education (SSA) has been reduced from Rs 12,891 crore
(2014–15 revised estimates) to as much as Rs 3,225 crore (2015–16 budget
estimates). The budget for government’s school noon meal scheme (MDM) was cut
by 41 per cent. Likewise, we note a sharp decline in outlays for the government’s
child development and maternal health scheme (ICDS) from Rs 16,316 crore to Rs
8,000 crore. Similarly, total allocations for the Ministry of Health and Family Welfare
have decreased by about Rs. 6,000 crore.
Not only have the outlays for critical public services been cut, but there is a clear
decline in the provisioning for the socially excluded groups. In what are earmarked
share of the total budget for Scheduled Castes (SCs and Scheduled Tribes (STs), the
Union Budget 2015-16 reveals significant decreases – for SCs, the outlays have
dropped by 61 per cent (as reported under SCSP) and 53 per cent for STs (as under
TSP). . Not only do these communities find themselves without access to quality
public services when they are at their most vulnerable, but also find that committed
financial support has not been realized.
The central government argues that lower social sector spending will be
compensated for by giving state governments a larger allocation of tax revenues.
The share of taxes to states has indeed increased to 42 per cent from 32 per cent,
in an encouraging step towards fiscal devolution. However, researchers point out
that poorer states relying more on central support face net losses. In addition, while
governments have a responsibility towards providing quality public services, the
trend has been to prioritising policies that lead to the privatisation,
commercialisation and outsourcing of services to private players. This has affected
the delivery of better public services making them inaccessible to the common
woman and man.
Together, we demand an international tax system that represents the interests of
the many, not the few. Together, we ask the Indian government to challenge tax
dodging and reform the taxation system to ensure that the wealthy pay their fair
share so that the government is able to ensure much-needed quality public services
for all. Together, we demand policies that strengthen the public sector, make public
services accountable to communities and strengthen their role in shaping public
services.
We demand:
•

Fair Tax Policies. We need fair tax policies to pay for quality public services,
to end poverty and reduce inequality, and to fund sustainable development.
The average income of the richest 1 per cent of the urban population is
estimated to be 330 times the income of the poorest 1 per cent. At the same
time, India’s tax to GDP ratio is among the lowest of all G20 countries, just

above Mexico and Indonesia, and far below other BRICS countries. In addition,
national aggregate amount of revenue foregone due to exemptions in the
central taxes is projected to be Rs. 5.73 lakh crore (equivalent to 5 per cent
of GDP) for the year 2013-14. Rationalise exemptions to corporates and the
super-rich keeping in mind the redistributive agenda. Rebalance tax structure
with the aim of improving tax-GDP ratio. Progressive taxation should be the
dominant element of the taxation system. Private finance should not be seen
as substitute for public financing gaps.
•

Efficient Tax Policies. India’s maximum tax rate, at around 30 per cent is
among the lowest in the world, with just a few countries like Hong Kong,
Russia, Bolivia and Brazil with lower rates. While taxes on inheritance were
abolished in 1985; taxes on property, at 0.4 per cent of GDP, are also one of
the lowest across all G20 countries, higher only to Indonesia and Mexico.
Cheating – also termed as abusive tax avoidance- by MNCs in India causes
huge losses to exchequer every year. Research based on financial and
ownership data of more than 1,500 MNCs operating in India showed that in
2010 those MNCs with links to tax havens reported 1.5 per cent less profits.
Stop tax dodging by multinationals and rich individuals.

•

Global Solutions.
With the Third Conference on UN Financing for
Development (FfD) and the Post 2015 Development Agenda coming to a
close soon, these are crucial times to make the global tax system more
equitable and efficient. Some of the globally identified measures include
international tax cooperation, improving domestic tax systems and
addressing illicit financial flows. Moreover, many of the ongoing global efforts
expect the South (developing countries) to implement decisions made by the
North (developed countries). Steps must be taken to involve developing
countries in all decisions to shape the global fiscal architecture. There is also
the need to address loopholes in international taxation through a focus on
global coordination and cooperation, going beyond the existing framework of
self-defeating tax competition. Admittedly, the international standards on
taxation including on transfer pricing, have not kept pace with larger
economic integration. We support India’s official response to the UN in its
demands for a global body to protect the sovereign taxation rights of the
developing countries. Cheating by MNCs must be addressed at the global
level in a manner that result in breaking down all such structures or practices
that promote or protect such behaviour.

To have adequate financing for quality public services, we must widen the tax base,
and cut unjust exemptions. We believe that fair and progressive tax systems provide
financing for well-functioning states, enable governments to uphold citizens’ rights
to essential services, and cement the relationship between citizens and

governments. Effective domestic resource mobilisation – and primarily taxation – as
well as international tax cooperation, are critical sources to finance the future
Sustainable Development Goals (SDGs). India must demand its fair share of global
tax revenue and widen the domestic tax base focusing on the redistributive role.
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