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AN EMPIRICAL STUDY OF
DEMOGRAPHICS OF PERCEPTIONS OF
TAX EVASION IN NEW ZEALAND

By Ranjana Gupta’

1. INTRODUCTION

There are numerous studies on the severity of crimes in New
Zealand and international criminal justice but very few in the context
of the accounting and tax literature.' Most of the research in the

" Senior Lecturer, Auckland University of Technelogy. The author would like 1o
thank Professor Noel Cox, Law School, Auckland University of Technology and
anonymous referces for critical advice on an earlier draft of this article which
significantly improved this article. Any remaining errors are naturally those of the
author,

'R Gupta, ‘Perceptions of Tax Evasion as & Crime: Evidence from New Zealand’
(2006) 12 New Zealand Journal of Toxation Law and Policy 199: R Gupta, ‘How
the Perceptions of Tax Evasion as z Crime and Other Offences Mirror the Penalties’
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accounting and tax literature has taken place in the United Staty
Andreoni, Erard and Feinstein” and Richardson and Sawyer’ have
indicated that there is a need for more empirical and institution
research on tax compliance behaviour in jurisdictions outside he
United States. Niemirowski, Baldwin and Wearing® have indicita
that over the last 30 years, the results of tax evasion behaviouia

research have remained contradictory and inconclusive. :

An effective and efficient tax system makes a crudis
contribution to national economic well-being. Tax avoidance and
evasion undermine the ability of a government to raise revenue in
equitable and efficient manner. According to James and Alley,’
“‘non-compliance is likely to reduce both the efficiency and equity o
an economic system, and will have effects beyond the simple act'o
non-compliance.” To ensure the integrity of the tax system, it'is
important to identify and close loopholes offering opportunities for
tax avoidance and tax evasion, and to maintain vigorous
enforcement.® -

New Zealand, like many other jurisdictions, uses a tax system
based on voluntary compliance, which is a system of taxation by
agreement.” Taxpayers are expected to understand and comply with
their tax obligations but it is inevitable that under such a tax regime,
a portion of taxpayers will fail to comply with their-tax obligations.

(2007) 13 New Zealand Journal of Taxation Law and Policy 607. The present study
builds upon these earlier studies. ..
? J Andreoni, B Frard and J Feinstein, “Tax Compliance” (1998) 36 Jouwrnal of .
Economic Literature 818. K
-® M Richardson and A Sawyer, ‘A Taxonomy of the Tax Compliance Literature:
Further Findings, Problems and Prospects’ (2001) 16 Ausiralian Tax Forum 137,
1 P Niemirowski, S Baldwin and A Wearing, ‘Thirty Years of Tax Compliance
Research: Of What Value Is It to the ATO? in M Walpole and C Evans {eds), Tax
Administration in the 21° Century (2001) 211, ;
% § James and C Alley, ‘Tax Compliance, Self Assessment, and Tax Administration
in New Zealand: Is the Carrot or the Stick More Appropriate to Encourage
Compliance?” (1999) 5 New Zealand Journal of Taxation Law and Policy 3.
¢ Inland Revenue Department, Supplementary Briefing Papers: Report on Rescarch
. Commissioned by Inland Revenue (1999) vol 2, 10-13.
7 Inland Revenue Department, Annual Report 2004 (2004) 26, 41.
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- Tax evasion is a serious threat to New Zealand’s revenue base.

“The Commiftee of Experts stated that the Inland Revenue

Department {‘the IRD’) needs to ‘maintain a strategy of a sustained,
always improving attack on tax evasion.” Recognising this, the
IRD's 19982001 Strategic Business Plan put forward that one of its

"'key initiatives was to increase its efforts to minimise tax evagion an‘d
“‘the underground economy by increasing the effectiveness of its audlg
~ system and improving the compliance attitudes of New Zealanders.

~In New Zealand, the IRD’s net audit discrepancies trends show that
" since the introduction of Audit Strategy in July 2004 the contribution
‘of tax evasion to audit discrepancies has increased significantly.
" 1n 2006, the net taxation effect of adjustments made to taxpayers’
| income tax returns as a result of audit activity was $980 million, with
" net discrepancies of $72 million in tax evasion, against a budgeted
- $53 million."® In 2007, the net taxation effect of adjustments made to
* taxpayers’ income tax returns as a result of audit activity was

$996 million, with net discrepancies of $128 million in tax evasion,

_against a budgeted $63 million."" In 2006-07, the IRD spent

$138 million (26 per cent of total actual expenditure) on taxpayer
audits, which was slightly higher than the previous year.'

The general public perception in New Zealand is that large
companies have the means to structure their business activities in
such a way that they pay less than their fair share of taxes.”” The IRD
noted in its Strategic Business Plan for 1998-2001" that tax evasion
is more prevalent in small to medium size businesses than large

£ Committee of Experts on Tax Compliance, Tax Compfiance (1998) 138.

? Inland Revenue Department, Strategic Business Plan 1998--2001 (1998) 35.

* Inland Revenue Department, Amwual Report 2606 (2006} 20.

" Infand Revenue Department, Annual Repors 2007 (20073 25.

2 Gee ibid 72: and Inland Revenue Department, Annual Report 2006, above i 10,
70. In 2005-06, the IRD spent $118.73 million (25 per cent of (otal actual
expenditure) on taxpayer audits.

¥ Davison Commission of Inquiry into Certain Matters Relating to Taxation, Repor!
of the Wine-Box Inguiry (1997).

* Inland Revenue Department, Strategic Business Plan, above n 9, 37,
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corporations, because of the greater internal controls operating.

within widely-held businesses.

Past research has indicated that tax evasion, especially in smal
amounts, is not viewed as being morally wrong or considered as'y
serious crime.”® A New Zealand field study'® found that 23 per cen

of individual women earners, 26 per cent of self-employed persons;;
35 per cent of partnerships and 37 per cent of companies have

evaded tax on at least one occasion in a two-year period. Tan an
Sawyer'” suggest that all taxpayers will not view tax evasion with the

same sense of morality, because not all people respond to morality”

appeals. Karlinsky and Bankman'® noted in their United States field

study that small business owners were remarkably open and honest.

about their tax evasion behaviour in regard to the non-reporting o

cash income. One potential reason for this openness is that taxpayers

may view tax evasion as a relatively minor offence.

Tax evasion is not specifically defined in the Tax Administration
Act 1994 (NZ) (‘the TAA 1994%). In general ferms, tax evasion’
oceurs where a taxpayer has made a deliberate or intentional attempt
to cheat the IRD. According to the IRD, ‘tax evasion is a crime, with :
real victims and those that evade get caught and penalised. It is™

critical for voluntary compliance that New Zealanders all realise

this.””” The Court of Appeal in R v Hawken stated that evasion”

5 See Y Song and T Yarbrough, “Tax Ethics and Taxpayer Attitudes: A Suwcy’. :

(1978) 38 Public Administration Review 442; Westat Inc, Individua! Income Tax

Compliance Factors Study (1980); Yankelovich, Skelly & White Inc, Tuxpayer _

Attitudes Study: Final Report (1984),

48,
1. Tan and A Sawyer, ‘A Synopsis of Taxpayer Compliance Studies: Oversea

Vis-a-Vis New Zealand® (2003) 9 New Zealand Journal of Taxation Law and Policy -

431,
¥ 8 Karlinsky and ¢ Bankman, ‘Developing a Theory of Cash Businesses Ta

Evasion Behavior and the Role of Their Tax Preparcrs’ (Paper presented atl the ©
5™ International Conference on Tax Administration: Current I[ssues and Future -

Developments, Sydney, 5 April 2002). :
"% Inland Revenue Department, Strategic Business Plan, above n 9, 36-7.
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implicitly requires ‘an intention to defraud the Inland Revenue
Department and knowingly not providing information fo the
Commissioner [of Inland Revenue] when required to do so.”*® Lord
Templeman in Commissioner of Inland Revemue v Challenge
Corporation Lid states that

evasion occurs when the Commissioner [of Inland Revenue] is not
informed of all the facts relevant to an assessment of tax. Innocent
evasion may lead to a reassessment. Fraudulent evasion may lead to a
criminal prosecution as well as reassessment.?!

The main area of dispute in applying ss 141E(l} {(civil evasion)
and 1438 {(criminal evasion} of the TAA 1994 will be establishing
the knowledge and the intention of the taxpayer, as the taxpayer wiil
have to both know of the existence of a tax law, and be knowingly in
breach of it to be liable under the sections. Tax evasion, by its very
nature being illegal,” immoral and unethical, is difficult to detect in

practice.

My previous article titled ‘Perceptions of Tax Evasion as a
Crime: Evidence from New Zealand’® endeavoured to report the
results of an investigation into the perceptions of 312 New Zealand
taxpayers, drawn from the Auckland area, of the seriousness of tax
evasion refative to 20 other offences (crimes and violations), with the
results compared to Karlinsky, Burton and Bianthorne’s United
States results.”* The results suggested that tax evasion is perceived as
less serious relative to other white collar crimes such as accounting
fraud, welfare fraud, violation of minimum wage laws and child
labour laws. My other previous article titled ‘How the Perceptions of

2% [2006] 22 NZTC 19, 876 (Young I).

*111987] AC 155, 167.

2 Contrast this with the view of R McGee, ‘Is Tax Evasion Unecthicai?” (1994) 42
Kansas Law Review 411 that lax evasien is not unethical but that the actions of fax
enforcers are uncthical.

 Gupta, ‘Perceptions of Tax Evasion as a Crime”, aboven 1.

#g Karlinsky, H Burton and C Blanthorne, ‘Perceptions of Tax Evasion as a Crime’
(2004) 2 ¢-Journal of Tax Research 226,
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Tax Ijjvasion as a Crime and Other Offences Mirs
examfned if there is in fact & consistent refationship between th
percews:d seriousness of offences and the statutory punishm \

Interestingly, the results suggested that the statutory punishment:nft(jS

crimes are closely related to the seriousness as perceived Iy
respondents. These studies did not exami ¥

or the Penalties??

demographic factors such as education, gender,

emplloyment statu§, home ownership, tax professionals, political
affiliation and marital status, and first la

seriousness of tax evasion as a crime.

Z{_‘hc remainder of this article is organised as follows. Part 2
prmfldes a succinct review of the tax compliance Jiteratu;re with
particular reference to perceptions of fax evasion relatiil to -
demographic variables. Part 3 details the research designgand
methedology employed, and the results of the survey are outlined in

2. LITERATURE REVIEW

As meptioned previously, a considerable body of research exists
that examines the issues of perceived seriousness of a crimeland
taxpayers’ compliance behaviour. However, in the accounting and
tax }1terature in New Zealand and overseas, few studies have
cons;dered people’s perceptions of the seriousness of tax evasion
re!am{e to demographic and other tax compliance variables. Much of
this literature has been reviewed by Richardson and éawyer 2
Richardson and Sawyer reviewed all tax compliance literature fro‘m
1986 to 1997, regardless of country of origin. Besides eﬁ;amining i4

25 :
" G‘upta, “The Perceptions of Tax Evasion’, aboven 1.
Richardsen and Sawyer, above n 3.
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. ne the effect of severa]
demographic factors on perceptions of the seriousness of tax evasion ';

as a crime. The present study examines the effect of severa]
income level,"

nguage on perceptions of the -
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variables identified in Jackson and Milliron’s study,” five additional
variables (compliance costs, tax preparer, framing, positive

" inducements and tax amnesties) were also reviewed by Richardson

and Sawyer. In the majority of the studies they reviewed they found
that female taxpayers were more compliant than their male
counterparts, and older taxpayers tended to be more compliant than
younger taxpayers. However, they noted that the compliance gap
between males and females appears to be reducing with the
emergence of a new generation of liberated women. They found that
the degree of certainty held regarding the relationship with taxpayer
compliance behaviour and demographic variables has been virtually
non-existent for a majority of the variables.

Besides reviewing the literature reviewed by earlier studies, the
present study also reviews the literature since 1997 as this is not
covered by Richardson and Sawyer.”®

Spicer and Lundsted™ surveyed United States taxpayers’
attitudes toward evasion and self-reported evasion behaviour. They
found that tax attitude was related to perceptions of inequity, the
number of tax evaders known and perceived probability of detection,
but not to the perceived severity of sanctions. The findings from this
study indicated that background factors significantly related to
respondent’s attitudes were age, experience with tax audits, and level
and sources of family income. Self-reported evasion was found to be
related to perceptions of inequity and the number of evaders known,
and a background factor related to tax evasion was experience with
audits.

* B Jacksen and V Milliron, ‘Tax Compliance Research: Findings, Problems and
Prospects’ (1986} 5 Jowrnal of Accounting Literature 125, The 14 variables will be
discussed in detail below. '

% Richardson and Sawyer, above n 3.

¥ M Spicer and J Lundstedt, ‘Understanding Tax Fvasion’ (1976) 2 Public Finance
295,
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Song and Yarbrough, in a United States field study, investigated"
taxpayers® perceptions of tax ethics and attitudes.”® They examined
pe.rceptions of the seriousness of tax evasion against eight other
crimes. The findings from their study indicated that 87 per cent of
respondents agreed with the statement that ‘““tax dodging” is an.

offence, and that it hurts no one but the government.” Most
respondents in the study did not rank tax evasion as particularly
serious when compared to other crimes. They also considered

various demographics 1o see if there is any correlation between g

subject’s characteristics and tax ethics. The results indicate that
income level, a sense of alienation, general distrust of people, belief
that others cheat, educational level and lack of confidence in
government influences the tax ethics practised by people generally.
This study expands Song and Yarbrough’s study by examining the
effect of several demographic factors on the relative perceived
severity of 20 other crimes and violations (besides tax evasion)
within the New Zealand context,

Westat Inc surveyed 528 United States taxpayers regarding
self-reported tax compliance.’! The study reports that the most
common form of admitted non-compliance was underreporting of
income while the least common was non-filing. Respondents more
likely to report non-compliance were younger, somewhalt more
educated, somewhat more affluent, significantly more likely to
prepare their own return, significantly more likely to report Internal
Revenue Service (‘IRS’) initiated contact, and to have friends who
have been known to be non-compliant. Variables not found to be
significant were attitudes toward the IRS and government services,
financial satisfaction and risk-taking attitudes. Title’? also found that
single taxpayers are less compliant because they are less risk averse.

Ny Song and T Yarbrough, ‘Tax Ethics and Taxpayer Attitudes: A Survey® (1978)
38 Public Administration Review 447,

j’ Westat, above n 15.

2 C Title, Sanctions and Social Deviance: The Question of Difference (1980),
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Spicer and Hero™ examined the relationship between taxpayer’s
own level of evasion and the perceived behaviour of others and
experience of being audited. Their study suggests that taxpayers who
have been audited are more likely to assess the probability of audit as
higher and therefore decrease their levels of evasion.

Wallschutzky™ investigated Australian taxpayers’ attitudes to tax
avoidance and evasion. The findings from this study indicated that
some 86 per cent of the respondents considered that the level of
income tax in relation to the level of government services was too
high, and that this was the main reason for a high level of tax
evasion, The impact of tax advisers on tax avoidance was also

significant.

Jackson and Milliron™ reviewed tax compliance literature from
1970 to 1985. Their study considered the impact of 14 variables (age,
gender, education, income level, withheld income source,
occupation, compliant peers, ethics, fairness, complexity, IRS
contact, sanctions, probability of detection, tax rates) that had been
linked to compliance behaviour of individuals and also highlighted
the unresolved issues. They found that female taxpayers were more
conforming, conservative and bound by moral restraints than their
male counterparts and older taxpayers are normally more compliant
than younger taxpayers. They claimed that enhancing the level of
general fiscal knowledge improves tax compliance by means of more
positive taxation perceptions. In addition, increased knowledge of tax
evasion opportunities assists non-compliance and had a negative
influence on tax compliance. However, the study focused on studies
originating from the United States.

B M Spicer and R Hero, ‘Tax Evasion and Heuristics: A Research Note® (1985) 26
Journal of Public Economics 203,

3 I Wallschutzky, “Taxpayer Attitudes to Tax Avoidance and Evasion® (Research
Study No 1, Australian Tax Research Foundation, 1985).

3% Jackson and Milliron, above n 27.

(2609) 12(1) 9




R GUPTA

Crane and Nourzad™ investigated the effect of marginal {ax rates
on income tax evasion and found that individuals with higher levelg
of income tend to evade more. Oxley”’ surveyed 16 000 randomly
selected taxpayers in New Zealand, with 52 per cent of respondents
being women. The respondents were asked to assess on a five-point
Likert scale the seriousness of a $500 tax evasion and five other
offences involving the same amount of money, two of which were
property-related crimes and three of which were white collar crimes,
The findings from this study indicated that 10 per cent of women
respondents felt that tax evasion was not serious. They found that
53 per cent of women respondents considered that tax evasion was
an extremely serious offence compared to cashing a cheque from a
stolen cheque book (80 per cent), theft from an employer
(78 per cent), shoplifting (77 per cent), social welfare benefit fraud
(74 per cent) and receiving a fraudulent insurance clajm
(67 per cent). The results revealed that males considered evading
§500 of tax to be less serious than females.

Hasseldine, Kaplan and Fuller’s™ study of the characteristics of
New Zealand tax evaders indicate that evasion behaviour
(under-reporting income and overstating deductions) is associated
with age, income, the number of evaders personally known, and the
morality and consequences of evasion behaviour. In addition, the
results show that the factors that give rise to or are associated with
one category of evasion behaviour are not necessarily predictive of

another type of evasion behaviour, suggesting the associations
between factors are not causal.

19 . . . .
Tan™ carried out a survey of tertiary business studies students to
investigate the effect of demographic variables on New Zealand

3 S Crane and F Nourzad, “Tax Rates and Tax Evasion: Evidence from California
Amnesty Data’ (1990) 43 National Tax Journal 189,
7 Oxiey, above n 16, 48.
% [ Hasseldine, S Kaplan and L Fuller, ‘Characteristics of New Zealand Tax
gvaders: A Note’ (1994) 34 Accounting and Finance 79.

L Tan, “Taxpayers Perceptions of the Faimess of the Tax System: A Preliminary
Study® (1998) 4 New Zealand Journal of Taxation Law and Policy 59.

10 JOURNAL OF AUSTRALIAN TAXATION
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taxpayers’ perceptions of tax fairness and tax compliance behaviour.
The results revealed that tax rate structure, tax return {iling status and
age has an effect on perceptions of the appropriate tax treatment of
different income levels. Older respondents appeared to perceive the
system to be fairer if the high income group bears a higher
proportion of tax as compared to low and middle income groups.

Mcintosh and Veal® surveyed tertiary students to investigate the
relationship between age, gender and attitudes of New Zealanders
towards small business and individual tax evasion. They found
16 per cent of respondents felt that tax evasion was totally
acceptable, and 30 per cent felt that tax evasion was ftotally
unacceptable. The results indicate a high level of public acceptability
for minor tax evasion offences, and when compared with females,
males viewed understating income for tax purposes as acceptable.
However, some demographic factors such as number of years of
work experience, (ax return filing experience, income level and
educational qualifications were not considered.

Eicher, Thomas and Wendy" surveyed men and women
respondents regarding their perception of various crimes, including
cheating on their tax return. The study reports that 49 per cent of men
and 59 per cent of women said that it is not at all acceptable to cheat
on your income taxes. The findings revealed that overstating tax
deductions was acceptable to 44 per cent of males and 36 per cent of
females.

Birch, Peters and Sawyer” surveyed New Zealand tertiary
students to investigate the relationship between demographic
variables and New Zealanders’ attitudes towards tax evasion. They
found 14 per cent of respondents felt that tax evasion was totally

% R MeclIntosh and J Veal, “Tax Evasion and New Zealtanders’ Attitudes towards It°
(2001) 7 New Zealand Jowrnal of Taxation Law and Policy 80.

4 I Eicher, T Thomas and L Wendy, ‘Men, Women, Taxes and Ethics’ [2002] Tax
Notes 401,

2 A Birch, T Peters and A Sawyer, ‘New Zealanders’ Attitudes towards Tax
Evasion: A Demographic Analysis® (2003) 9 New Zealand Journal of Taxation Law
and Policy 65.
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acceptable and 25 per cent said tax evasion was totally unacceptable.
The findings revealed that eight out of 10 demographic variables
analysed (course, age, ethnicity, qualification, employment status,

occupation, income, work experience and tax return filin

experience) held statistically significant relationships at the five

pet cent level with the acceptability and incidence of
behaviour. The two demographic variables that failed
statistically significant relationship were gender and e
status. Their results indicated that respondents with

fax evasion
to show gz
mployment
a taxation

qualification and those with a higher qualification are least likely to |

have understated their taxable income. The results also showed that
younger respondents were significantly more likety than respondents

with several years work experience fo consider over-claiming of
deductions as acceptable.

Richardson®™ carried out a survey of postgraduate business
students to investigate the impact of some key demographic variables
relating to age, gender, education and occupation status on
perceptions of fairness of the tax system in Hong Kong and the
results were analysed using the analysis of variance (*ANOVA")
statistical technique. The results revealed that respondents in the 30--
34 age group perceived the Hong Kong tax system to be fairer in
comparison with the younger respondents, He also found that
females perceived the Hong Kong tax system to be fairer than males.
Education and occupation status were found not to be statistically
significant. Richardson™ also carried out a survey of postgraduate
business students to investigate the impact of some key demographic
variables relating to age, gender, education and occupation status on
tax compliance behaviour in Australia and the results were analysed
using the ordinary least squares multiple regression statistical

L] Richardson, ‘An Exploratory Study of Taxpayers® Perceptions of Fairness of

the Hong Kong Tax System’ (2004} 10 New Zealand Jowrnal of Taxation Law and
Poliey 131,
G Richardsen, ‘A Preliminary Study of the ITmpact of Tax Fairness Perception

Dimensions on Tax Compliance Behaviour in Australia® (2008) 20 Australion Tax
Forum 407,
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' technique. The results revealed that respondents relating to the 20-29

age group and the 16-17 years of ed_ucation group a.re sigmﬁc?ntt}l]i
correlated (p<(.(1) with fax comphgnce behe‘wxotu. Nong 0 e
other variables were found to be s.lgmﬁ‘cant. The 1e§u1ts s 0\;{ ae
demographic variables have a minor impact on tax comp 1anc11
behaviour in Australia. However, the survey partlclpants weri %e
postgraduate business students and hence the results may no
generalisable to the population as a whole.

Devos® examined the attitudes of Austl:alian tertiary students
towards tax evasion. Inferestingly, the findings rev’tealed tl;lat :he
majority of the respondents (65 per cent):éwere unsure V\«:het zr tix
evasion was a serious offence. Devgs al_so mves'ugatc? €
relationship between eight demogra‘phm varlabie_s (genje_;, age,
nationality, education and qualifications, occppatlon an mdcoglle
level, employment status and tax return. filing status) ar{d e
attitudes of Australian and New Zealand tertiary students fowards tix
evasion. The research indicates that for Austrahgn'res;)onder‘ats ?11 the
eight demographic variables held .stat:st:ca‘liiy. mgmf;icant
relationships at the five per cent level with the incidence o Lax
evasion. The findings from New Zealand' responder?ts revealed that
six of the eight variables (age, nationality, e.:ducanon,‘occgpat'lon,
income level and tax return filing status) held important 1mp11cat107ns:
for tax evasion. The demographic variables employed were tested f(‘n
statistical significance at five per cent. However, th(‘: respondenlts 11}
Devos’ studies were chosen from among a convenience sample o
students and the sampling schedule was not random, which resqlted
in some demographics being under-represented an.d potent:'ally
biased resuits. Devos indicated that a random s‘amplmg technique
should have been employed, a better cross-section of respondents

4 K Devos, “The Attitudes of Tertiary Students on Tax_Evasion and the Penalties Tfor‘
Tax Evasi(;n: A Tilot Study and Demographic Analysis® (2005) 3 e-Journal of Tax
Research 222. . ) L

¥ K Devos, ‘The Attitudes of Australian and New écal'fmd 1ezt1‘ar)y Zsaggcrits
towards Tax Evasion: A Comparative Study and Demographic Analysis® ( }
New Zealand Journal of Taxation Law and Policy 293.
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should have been sel

ected, and a more rigorous statistical analysig
undertaken. i

This study makes a contribution t
across demographic variables that most
(for example, gender, income level, ag
marital status), responding 1o earlier ca
more rigorous statistical measures an
where possible.

o the literature by reportirig
previous studies have utilisey
e, education, occupation &
Hs for random sampling and:
d eliminating potentia] biag

3. RESEARCH DESIGN AND METHOD

This Part describes the sample, the survey questionnaire, th'e.

measures used in the analysis, the empirical analysis and provides a -
summary of the demographic data. s

3.1 Sample and Survey Questionnaire

Potential respondents were randomly selected from the telephone -
directory from the greater Auckland metropolitan areas, The -
questionnaire used in this study was adapted from the United States -
study by Karlinsky, Burton and Blanthorne.”” Some modification -
was necessary because the United States tegal environment differs -
from New Zealand. The modifications were made using a focus
group, which is a data collection method that combines the features
of brainstorming and brain writing.®* A focus group was appropriate
for this research as it could generate ideas about the common crimes
in New Zealand and prioritise these ideas. Participants were recruited
to discuss common crimes in New Zealand and how the legal
environment alters behaviours between the United States and New
Zealand.” Results were determined by the group as a whole and

insurance fraud, a white collar offence, was added to Karlinsky,
Burton and Blanthorne’s list of offences.

7 Karlinsky, Burton and Blanthorne, above n 24,
“ C Brahm and B Kleiner, “Advantages and Disadvantages of Group Decision
Making Approaches® (1996) 2 Team Performance Management 30,

* K de Ruyter, ‘Focus versus Norminal Group Interviews: A Com
(1996) 14 Marketing ntelligence and Planning 44.

parative Analysis’
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A covering letter explaining the purpose of the study was

 attached to the survey questionnaire. To encourage candid res;.Jonsriﬁrs1
:?o the survey, the letter explained that the responses would rema

nonymous. On the survey questionnaire, no names were given b);
?esponcients. Since respondents were asked for tE}en p‘ersolea
perceptions, the survey emphasised that there were no right or wrong

answers. In order to target young respondents, six high schools were

randomly selected from different suburbs.

Ball®® considered it an advantage to personally distribute - ;:1:
questionnaires as this could iead. to a better res;.oolnf: . (; m.
Accordingly, the survey questionnaire was also gdmxms:[ iorm?lire
potential respondents identified by the researcher. The ques;nailed te
(along with a self-addressed prrlapa1d postage envelope) wasinstmmem
these potential respondents. Eighty copies of the sulrvey e bt
were distributed to the principaksr of the six random ylset-  hugh
schools, who were asked to distribute the survey ins 1um o
Year 13 students. Ten days before the due date for‘ﬂée return
survey forms, potential respondents were sent a reminder.

. 51
Qut of a total of 480 surveys administered, 315 wcgre'retlum;_dh
3 is i tively hig
1vi ' te of 66 per cent. This is a rela
giving a response ra . it T - vely high
y tudies.”™ The survey
response rate compared to prior s
pagpes in length, and a number of respondepts cqmmented thz?t the;sz
enjoyed participating in the survey questionnaire because it wa
simple and quick. Three hundred and twelve returneq surveys werc
fully completed and these were used in the data analysis.

ime’ temporar.
¢ Ball, ‘Rural Perceptions of Crime® (2001} 17 Jowrnal of Contemporary
Criminal Justice 37. o
5',’;"}?53 includes 57 completed responses from six dlfte'rlent s;cho:)\};./ (se0 Tan, ahove
S i : t response rale in a mail out su s
Tan achieved a 58 per cent resp , < o, above
i 50 per cent response rate (see
11 39); Mcintosh and Veal achicved a \  (soc Welmosh and
, ; : i 9 per cent response rate (s Y,
Veal, above n 40); Oxley achieved a 2 . _ o, above
’ i Fuller achieved a 22 per cent resp
0 16), Hasseldine, Kaplan and Fu P Tespanes rate
i 38); and Birch, Peters an wy
see HMasseldine, Kaplan and Fuller, abovc. n ; ‘ —
z(ijjlieved an 86 per cent response rate {see Birch, Peters and Sawyer, above n 42)
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The survey questionnaire included two sections. Section 1 dealt
with crime seriousness perceptions (that is, 21 offences concerning
the seriousness perceptions of New Zealanders) and Section 2 dealt
with demographics (that is, items on occupation status, education,
income levels, age, gender, marital status, location, political
atfiliation, home ownership, churchgoing, tax returns professionally
prepared, audit by the IRD). The survey questionnaire is avaifable
from the author.

3.2 Measures

Respondents were asked to indicate their opinion on the
seriousness of 20 offences on a five-point Likert-type scale with
verbal anchors ranging from ‘not serious’ to ‘extremely serjous’
where one represented not serious and five represented extremely
serious. Finally, respondents were requested to answer some
questions designed to capture their demographics. In this article, the
perceptions of tax evasion data are analysed in relation to
respondents’ demographics.

3.3 Empirical Analysis

Since the dependent variable was measured using a five-point
Likert-type scale and independent variables were categorical in
nature, ANOVA and analysis of correlation variance (‘ANCOVA")
techniques® were used to analyse the quantitative data obtained from
the survey as they are the most suitable statistical techniques for such
data. Before performing any analysis, data for all variables were
tested for the assumption of normality using skewness and kurtosis.
The variables which met the conditions of normality were tax
evasion, education, gender, employment, marital status, age, political
affiliation and religious values. Skewness and standard error of

* A Gaur and § Gaur, Staristical Methods Jor Practice and Research: A Guide fo
Data Analysis Using SPSS (2006); T Stock and M Watson, [atroduction to
Economeirics (2™ ed, 2006).
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skewness for the variables which met the conditions of normality
were found to be less than 2,

4, RESULTS

4.1 Overall Results

Table 1 sets out the respondents’ ratings for all 21 offences. The
mean ratings suggest the most serious offences were, not
surprisingly, murder, child molestation and rape, while smoking
marijuana, jaywalking and illegal parking were rated as the least
serious offences. It appears that regardless of differences in the leg?‘E
environment between New Zealand and the United States,
taxpayers in both countries hold similar views about the top ﬁ\.fe
offences and more important, the mean for tax evasion was 3.4 in
New Zealand (compared to 3.3 in the United States), ranking it as the
12" most serious offence (compared to 11" in the United States).

Table 1: Rating of Offences Surveyed Compared to
Karlinsky, Burton and Blanthorne

Overzll Overall Ranking
Rating Ranking Rating United
Offence Mean New Zealand Mean States
New Zealand United States
Murder 5.0 1 5.0 1
Child Moleslation 4.9 2 4.8 3
Rape 4.7 3 4.9 2
Driving while 43 4 3.9 5
intoxicated
Robbery 4.1 s 4.0 4
Child Labour 3.9 6 3.8 7

4 Karlinsky, Burton and Blanthorne, above n 24.
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Carjacking

Welfare Fraud

Minimum Wage
Violation

Insurance Fraud

Tax Fvasion

Running a Red Light {

Insider Trading™

Shoplifting

Speeding

Bike Theft

lilegal Parking

Ticket Scalping _L

Jaywalking

Smoking Marijuana 1.6

Prostitution
1 NA
4 2.8

4.2 Tax Evasion and Violent and White Collar Offences

. The average ratin
three violent crimes i

g Iflr?r tax evasion (3.4) was compared to the
0 the survey: murder (5.0), child molestation

55 . - .

neins.uéer trading it New Zealand differs considerab
! v]zr een successfully applied in New Zealand
mplementation, as compared to the nuemerous succe

iy to t?zc United States. It has
due to its complex method of
ssfuf cases in the United States.
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L (4.9) and rape (4.7). T-tests were conducted to test the differences
petween the means for violent acts, tax evasion and white collar

crimes. The difference between the mean rating for tax evasion and .
violent crimes was significant at the 0.01 level (see Table 2). White
collar offences, even though they threaten the social fabric of
modern-day society as evidenced by the recent Enron, WorldCom,
Global Crossing and Tyco scandals, wete rated as significantly less

" serious than violent offences.

So how do people feel about the seriousness of white collar
crime and tax evasion in particular within this category? Cullen, Link
and Polanzi examined public opinion about white coltar offences.”
Warr examined the wrongfulness and harmfulness of three classes of
crime (property, personal and public order).”” Rosenmerkei examined
wrongfulness and harmfulness ratings of white collar crimes in
comparison with violent offences or offences related to property.”®
Collectively, the results of these studies reveal that, when deciding
the level of seriousness, participants relied more heavily on the
concept of harmfulness for a white collar crime and, for offences
related to property, they relied more heavily on the wrongfuiness of
an offence. However, these studies have not categorised white collar
offences within various types.

The present study distinguished between seven white collar
offences: tax evasion, accounting fraud, violation of child labour
laws, insider trading, violation of welfare laws, violation of
minimum wage laws and insurance fraud. The rating of tax evasion
was compared to the ratings for the other six white collar offences in
the survey. The differences between the mean ratings for tax evasion
and violation of child labour laws, welfare fraud and insider trading
were significant at the 0.01 level (see Table 2). Based on the results

5 Cullen, B Link and C Polanzi, “The Seriousness of Crime Revisited: Have
Attitudes toward White-Collar Crime Changed?’ (1982) 20 Criminology 83.

57 M Watr, “What Is the Perceived Seriousness of Crimes? (1989) 27 Criminology
795.

38 & Rosenmerkel, “Wrongfuiness and Harmfulness as Components of Seriousness
of White-Collar Offenses’ (2001) 17 Jowrnal of Contemporary Criminal Justice 308

(2009) 12(1) 19




of the pair . .

collar gfflézgetrs tests on the differences in tax evasion and other wii..
wage laws an 4 ratings for tax evasion and the violation of m'r.whlte
there was no af;fi:;s?;mg tfraéagfwere significant at the 0.05 | gg?gm
. rcan i erenc . . ut
surance fraud (see Table 2). ¢ between tax evasion and

Table 2: Comparison of Tax Evasion to Other Crimes

PERCEPTIONS OF TAX EVASION

4-conse
Enron, WorldCom, Global Crossing and Tyco scandals.

Violent and
White Collar M
e Col ean Mean Di?qke:n #-test
ence test
Violent Cri
ent Crimes 4.86 Tax Evasion 34 0.845
. ) 8.143" 1
Violation of Chi |
Lapion of Child | 39 Tax Evasion 3.4 0.510
. , 5.445™
Violation of
Welfare Lavws 3.7 Tax Evasion 3.4
. 0.308 3.449"™
Ac ing F
counting Fraud 316 Tax Evasion 34 0.208
l : ) 2443
Violation of
Minimum Wage i
Mini I 3.6 Tax Evasion 34 0.205 2.505"
Insurance fraud 3
7 4 Tax Evasicn
34 0.0i¢
. 6.119
Insider Trading®™ 3
A Tax Evasion
3.4 0,292 "
. 4.006
’.* p<0.05
** p<0.0]

Of the i
and Welfarze;rzl; ;Vhlte. collar offences, violation of child labour laws
collar offencos J:V?e rated as.the most serious. The seven white
ot sord nked from the sixth most serious offence 1 th
serious offence in the present survey e {o the 14

accounting fraud was ranked higher than tax In the present survey,

evasion, which may be

59
N _ a .
ew Zealand's insider trading laws changed on 29 February 2008

20
JOURNAL OF AUSTRALIAN TAXATION

quence of increased social awareness because of the recent

‘3 Demographic Effects

43 [ Descriptive Statistics

Table 3 presents the demographic data of the sample. The

~ majority of the respondents (45 per cent) had high school education

followed by 29 per cent who had some high school education. The
highest level of completed education is a graduate degree (achieved
by 22 per cent of the respondents). Only 4 per cent have a law
degree. The employment status of the sample was varied. The sample
consisted of 39 per cent of respondents who are employees,
28 per cent who are seif-employed and 19 per cent who are students.
Eight per cent of the respondents are retirees and 6 per cent are not
currently working,

There was an almost equal percentage of male (53 per cent) and
female respondents. The percentage of married respondents
(55 per cent) was almost identical to the percentage of respondents
whose first language is English (34 per cent).

The household income level of the respondents varied as well,
Most {29 per cent) have income fevels under $20 000. Twenty seven
per cent of the respondents have income in the range of $20 000-
$40 000, 21 per cent earn in the range of over $40 000 and up to
$60 000, 17 per cent in the range of over $60 000 and up to $80 000,
followed by 6 per cent who earn more than $80 000.

The respondents were mainly (31 per cent) in the 3 1-40 year old
range with only 6 per cent over the age of 6¢. Forty one per cent of
the respondents own their home®® as compared to 59 per cent who do
not. Thirty one per cent of respondents attend church at least once a
month. A small number (10 per cent) of the respondents had their
income tax audited by the IRD. Twenty nine per cent of the
respondents hire someone to preparc their income tax return as

8 They may be living in their own home or may be landlords.
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compared to 71 per cent who do not hire anyone. Some of the .

respondents were tax professionals (6 per cent). Most of the

respondents (48 per cent) live in the Centra) City. This is followed by '
28 per cent living in Manukau City, 13 per cent in North Shore City

and the least (11 per cent) live in Waitakere City.

Table 3: Summary of Demographic Data®

Variable Responses Percentage
Age
Under 20 65 21
20-30 43 14
3140 96 31
41-60 79 25
Over 60 29 9
Total 312 100
Gender
Male 165 53
Female 147 47
Total 312 100
Highest Level of Completed
Education
Some high school 90 29
High school 140 45
Graduate degree 69 22
Law degree 13 4
Total 312 106
Employnient Status
Student 59 19
Self-employed 87 28
Employee 122 39

% Some additional variables are included to demographic dat

a taken from Gupta,
‘Perceptions of Tax Evasion as a Crime’, aboven 1.
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i]
Not currently working ]ES) -
Retired 2 -
Total 312 i
Household Income Level
29
Under $20 000 91 2
$20 000-340 000 84 >
Over 549 000 and up to $60 000 65 2
Over $60 000 and up to $80 000 53 -
Over 380 000 19
Total 312 108
Location
48
Central City 149 =
North Shore City 41 -
Manukau City 87 -
Waitakere City 35
Total 312 106
Home Ownership
41
Own home 128 -
Other 184
Total 312 160
Marital Status
45
Single 142 &
Married 170
Total 312 100
Income Tax Audited by IRD
Mo 286G 90
Yes 32 e
Total 312 100
Hire Someone to Prepare Tax
Returns
No 221 71
Yes 91 29

(2009) 12(1)
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Total
L 312 100
[ Tax Professional
L No
293
L Yes g -
!
Total °
312 180
First Language
English 168
Other s

144

Total

312

46

Attend Church

At least once a month

96

Other 216 -

69

| Total 312 106
4.3.2 ANOVA Results

An ANOVA was
Demogeaphics of res
for the study.

Table 4: ANOVA and Mean Differences
Panet A: ANOVA of Tax Evasion by Education

performed on perceptions of tax evasion
pondents constituted the independent variables.'

Sun: of Squares df ’ Mean Square F Si
k4
Between Groups i35.823 3 45.274 77.26
e . 267 .00
Within Groups 180.472 308 386 0
Total 316.295 311 [
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_panel B: Post Hoc Test Reporting the Mean Difference between
“Mean Seriousness Scores of Tax Evasion for Pairs of Education®

B i Mean
Education Some high High Graduate Law Serlousness
school school degree degree Score
Some high 1.006 1.598 2517 2.48
school (10,673 | (11.878)"" | (10932 '
1.006 0.592 1511
High school . — 3.49
(10.673) (5.156) (7.064)
Graduate 1.598 0.592 0.919
degree 1oo — “ 4.08
(:1.878) {5.155) (2.921)
2.517 1511 0.919
Law degree vea . — 4.14
(160.932) (7.064) (2.921)
L.—

The ANOVA results in Panel A of Table 4 show a statistically
significant difference in perceptions of tax evasion across
educational qualifications. This suggests that the level of education
affects people’s perception of tax evasion as a crime. To determine
the drivers of this observed difference, a post hoc -test between
educational qualifications was performed. The results in Panel B of
Table 4 show a distinguishable difference between different
educational qualifications. There is a distinguishable difference
between those who have not completed high school education (mean
2.48), and those who have only completed high school (mean 3.49)
vis-a-vis those who have a graduate degree (mean 4.08) or law
degree (mean 4.92). This finding is consistent with the literature®

 panel B notes:
(&) Cell values indicate mean difference, followed by the corresponding

t-value in brackets.
(B) *** p<0,001,* p<0.01,*p<0.10{2 tail),
8 Song and Yarbrough, sbove n 13, Westat, above n 13; Birch, Peters and Sawyer,
above n 42; Devos, ‘Comparative Study’, above n 46.
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which suggests that with a higher level of education, both males and
females change their attitude towards tax evasion. E

Table 5: ANOVA of Tax Evasion by Gender

Sum of Squares df Mean Square F Sig
Between Groups 137.846 1 137.846 239.466 [He4]
Within Groups 178.448 310 L 5T
Total 316.295 311

. The res‘ults reported in Table 5 show a statistically significant
difference in perceptions of tax evasion according to gender, The
average score for the seriousness of tax evasion for males is 3‘26 and
the average score for females is 3.60. This suggests that male surve
parttmpa'nts compared to female survey participants do not perceivz
fax evasion as a serious offence. The result is consistent with prior
studies that gender affects perceptions of tax evasion.®

Table 6: ANOVA and Mean Differences
Panel A: ANOVA of Tax Evasion by Employment

Swm of Squares daf Mean Square F Sig
Between Groups 139.920 4 34.980 60.887 060
Within Groups 176.374 307 575
Total 316.295 31

6d .
Jackson and Miiliron, above n 27; Richardson ar
s ; 1d Sawyer, above n 3; Eiche
Thoma§ -and Wendy, above n 41; Oxley, above n 16; Mclntosh and Veal abovrc-;
n 40; Rickardson, ‘Exploratory Study’, above n 43. '
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panel B: Post Hoc Test Reporting the Mean Difference between
Mean Seriousness Scotes of Tax Evasion for Pairs of Employment

63
Status
Self- Not Mean
Employment ° LEmpioyee Student Retired currently Seriousness
employed .
working Score
Self- 1.500 0769 1213 1.902 27
employed - as.s | s | asenT | anen™ :
) 1.500 0.792 0287 0.401 -
Employee 1 591557 - sy | asm | @ '
. 0.769 0.792 0.565 1.193 s
Student | s pagy | s2eey™ = passt | sssy :
) 1.213 0.287 0,505 0.688 ™
Retired a.son’™ (1,640} (2.435)" - 2.597)" .
Not . 1.902 0.401 1193 0.68% .
€| . b m ar — .
oreme | sy | @13y G50 | @sem

The ANOVA results in Panel A of Table 6 show a statistically
significant difference in perceptions of tax evasion across
employment status. This suggests that employment status affects
people’s perception of tax evasion as a crime. To determine the
drivers of this observed difference, a post hoc ¢-test between different
employment statuses was performed. The results in Panel B of
Table 6 show a significant difference between employment statuses.
This suggests that taxpayers who are self-employed {mean 2.47) and
students (mean 3.18) perceived tax evasion to be a less serious
offence as compared (o retirees (mean 3.68), employees (mean 3.97)
and those who are not currently working (mean 437).% This is

& Panel B notes:
(m) Cell values indicate mean difference, followed by the corresponding

t-value in brackets.

(b) ***p<0.001,**p<0.01,*p<0.10(2 tai).
 These could be people of any age from about 18 onwards and their perception of
tax evasion is different.
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consistent with prior research®’ it i
that it is the opportuni :
: . ) - rtu
?n(;n comphan.ce.that 1§ associated with a particular ocf:fpatior;tt}fll '.ﬁ-)
in ;11):1};222[ g)‘;:lss i3 notzc;ab[y different from the results of the szt.-';
ong and Yarbrough, Bi B
ted b . gh, Birch, Peters and Sawyer. ani
rDetsavgs,d wh’:ch showed no significant influence of occupatioi ;’nan
CUp 1I“1 ents’ attitudes and behaviour in relation to taxpaye
thrr:;) iance. nge%vez', the Birch, Peters and Sawyer sample hadpsi?'
per cent of respondents who were
T self-employed and 4’
g:vcent of respondents not currently in paid emplo?'mz:nt 2:1:1!211 tﬁ
fuu-?i?n :a;:i]%l:mzls; helx]d 61 per cent of respondents w’ho were
- As shown in Appendix 1, age does )
. . . ’ nOt
?a\(f]e. a.s%;;mﬁcant relationship with tax evasion Hows\I«?s: art}txo
Inding in Panel B of Table 6 that reti e ¢ ovasion
red people perceive tax evasios
. . I3 . a
:z a mo:reh severe crime is consistent with the literature.% hich
ggests that generally older taxpayers are more com l;ant th
i:ounger taxpayers. Birch, Peters and Sawyer™ and Dé)vos” Ian
Boiunéi I:a;n inverse refationship between age and tax evasion fl1‘1‘?10'
b ;'cls, ztgczéeagd Sawygr1 sample had 79 per cent of responde.nts iz
— roup and less than six per cent of i
30,39 age o b o p nt of respondents in the
) . ¢ Devos sam s
e it the 1529 ape meame ple, 94 per cent of respondents

57

H R eSS
Tk ‘?ﬁgz’&gﬁgﬁ ja:ds I{ BIfIf)er‘i,l ‘i;]cgal Controls and Type of Employment in

ea, T
é';sgchology in the 19905 (1990) vol 1 5?2  end B Young (eds). dpplicd Eeonomie
ong and Yarbrough, above . Birch
;gigot A ng45. n 15; Birch, Peters and Sawyer, above n 42; Devos,
* Jackson and Milliron, above n 27: Ri -
: X ; Richard

?&)OYC n [§; Richardson, ‘Exploratory Study’,r a;%tcalr:ii%s e, sbove n 3; Westat,
. Birch, Peters and Sawyer, above n 42. '
” Devos, ‘Pilet Study®, above n 45

The sample for the pre ‘

present study had 35 :

ol per cent of responde Bre

years of age or younger and 31 per cent of respondents in tllegitizi%n;‘;ewg?gugm
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Sum of Squares df Mean Square ¥ Sig
1" Between Groups 72,048 1 72.048 91.445 000
| Within Groups 244,246 310 788
Total 316.295 3

“has beel

JRCEPTIONS OF TAX EVASION

‘able 7: ANOVA of Tax Evasion by IRD Audit

The results reported in Table 7 show a statistically significant

difference in perceptions of tax evasiont where an income tax return

1 audited by the IRD. The average score for the seriousness
of tax evasion for taxpayers whose return had been audited by the
IRD is 3.91 and for those who had not been audited, the average

score is 3.23. The result suggests that those who have had their

income tax return audited by the IRD perceive tax evasion as a more
serious crime and is consistent with prior studies that taxpayers who
have been audited are more likely to assess the probability of audit as

higher and consequently decrease their levels of evasion.”

Table 8: ANOVA of Tax Evasion by Tax Professionals

Sum of Squares df Mean Square 13 Sig
Between Groups 17.026 1 17.026 17.636 000
Within Groups 269.269 310 965
Total 316.295 33l

The results reported in Table 8 show a statistically significant
difference in perceptions of tax evasion and status as a fax
professional (for example, tax agent or tax preparer). The average
score for the seriousness of tax evasion for tax professionals is 2.47
and for others, it is 3.47. The result suggests that tax professionals,
compared to others, do not perceive tax evasion as a serious offence.

™ Spicer and Landstedt, above n 29; Spicer and Hero, above n 33; R Worsham, “The
Effect of Tax Authority Behavior on Tax Compliance: A Procedural Justice
Approach’ (1996) 18 Journal of the American Taxation Association 19.
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These findings are consistent with Jackson and Milliron,™
found that increased knowledge of tax evasion opportunities hag
negative influence on tax compliance as it assists non-compliance, .t
is somewhat disturbing that the results show that survey participarits
who happened to be tax professionals did not perceive tax evasion’ss
a serjous offence. Unfortunately, the number of tax professionals in
the sample is too small (6 per cent) to draw a sound conclusion of
this variable. It is also possible that, on the basis of their tax refury
filing and audit experience, the tax professionals may have
considered that there is a low probability of audit and detection, and:
thus consider that the chances of being caught evading income tax
are very low. They may have friends who have been known to be"

pERCEPTIONS OF TAX EVASION

The result : |

cel S a serious o

id not percelve tax evasion a /

iliwmd};e no research has been undertaken with respect to first
n

language and tax v

. er
 Peters and Sawy i ] wnicity
aceeptance for tax evasion behaviour is significa

respondents of New Zealand European ethnicity refative to other

~ ethnicities.

< Enclish
r ndents whose first language 1s Enghs,
i, ffence. To the author’s

evasion behaviour. A literature review by Birch,

i d an ethnicity variable found that
e otst ntly higher for

Table 10: ANOVA and Mean Differences
| Pane! A: ANOVA of Tax Evasion by Location

non-compliant, and this may have influenced their perception that tax
evasion is not a serious offence. Due to the

may have resulted in a significant refationship with tax evasion

authorities. However, Birch, Peters and Sawyer”  found that

Sum of Squares daf Mean Square F Sig
5.041 001
Between Groups 16.474 3 5.491
973
Within Groups 299.821 308 9
Total 316.295 3l

individuals with a taxation qualification are least likely to understate -
their taxable income.

Panel B: Post Hoc Test Reporting the Mean Difference betvyeen77
Mean Seriousness Scores of Tax Evasion for Pairs of Locations

Table 9: ANOVA of Tax Evasion by English as a First Mean
Language North Manukan Waitakere | geriousness
i Locatien Cgaitt;al Shore City City City Score
Sum of Squares df Mean Square F Sig
Central 0.078 0.499 0.448 . 3.50
Between Groups 133,370 i 133,370 226,02t | .000 City - (0.459) (3.670)" | (2524)
Within Groups 182.925 310 965
Nortl 0.078 0.420 0.369 351
Total 316.295 311 orth ‘ . (1.746)"
Shore City {0.459) (z.129) '
Table 9 shows a statistically significant differerice in perceptions
of tax evasion and the respondent’s first language. The mean for the
seriousness of tax evasion for English as a first language (2.79) is
very low as compared to the mean for the ‘Other’ category (4.10). 7 Ioid

™ Tackson and Milliron, above n 27,
¥ Birch, Peters and Sawyer, above n 42.
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” tes: | '
Pai(lg Bcngllesva}ues indicate mean difference, followed by the corresponding

t-value in brackets. .
(b) ***p<0001,**p<00i,*p< 0.10 (2 tail).
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Ma(::tu kau 0.49% 0.420 0.051
it :
¥ (3.670) (2.124)" {0.251)

Waitakere | 0.448
py ; 0.369 ) 0.051
(2.524) (1.746) {0.251)

y n’ij"flilf ﬁNS;fYA result's in Panel A of Table 10 show a statistical]
( “%here a;ln 1fer§nce In perceptions of tax evasion by Iocatioflz
person is domiciled). This sy i
how petply e omicile ggests that location affects
: rtousness of tax evasi i
determine the drivers of thi i 2 post hon e

is observed difference, a post h

- » i OC N
r?ztgr:e?odlferent locs[i)tlons was performed. The resultf in Panel tBteoS;

Show an observable difference between di

: an of ; ifferent -

Sn;e'tropohtan vis-a-vis urban-farming locations. The pers;})\?:d
Ciz;o?sgsss Ohf' fax evasion was significantly higher in the Central
oy U1 afl, 1'gh density population) and North Shore City (urban)
\;)/cg ions 1eie§t1ve to the Manukau City (urban and farmin ) and
ba1takere C.It){ (urb'an and farming) locations.” There \fas o
observed statistical difference within these clusters of locations Tﬁce)

results are consistent with Karlinsky, Burton and Blanthorne.”

Ba{[,*‘” Davis,"' and Smith and Huff®
residential location influences their ,
tax evasion,

suggesting that people’s
perceptions of the seriousness of

78
Under the 2006 census, the population of each of these fo

to be as follows: Central ot i s cstimated

iation); ' ' (5.1 per cent of the NCW o
gggslztt;g:)), T\gfcaltai?re City — 186 444 (4.6 per cent of the Ng\‘: g:;i::l}g
populay Cit),/ 34 ;nee ian va!ue for post-hlgh school qualifications is 49.7 pcrdcemz;n
T Cem, hy Wapg rkcent in Manukau City, 47.1 per cent in Nerth Shore City and
3 PRy Bunmi Zn gr;; 12:3: compared to 39.9 per cent for all of Neow Zealand,

. Bl o Durto orne, above n 24,

i .
T Davis, “‘Comparison of Attitudes
3 s toward the ] ity ice’
Journal of Police Science ar.'dAdmfm‘sfratf;? 21;C3.N(?“ orie Clty Polies 7

82 .
B Smith and R Huff, ‘Crime in t
s 4 - s the Country: The vyl il Ce
of Rural Citizens® (1982) 10 Jowrnal of Criminai Jmﬁcer;t;r?blhfy and Victimization

32
JOURNAL OF AUSTRALIAN TAXATION

PERCEPTIONS OF TAX EVASION

As shown in Appendix 1 of this article, income evel, whether a
taxpayer hires someone to prepare his or her tax return, marital
status, home ownership, religious values and political party
membership do not appear to have a significant relationship with tax
evasion in the current study. Song and Yarbrough® found a
significant relationship between income level and tax ethics.
However, Crane and Nourzad,* Devos,” and Birch, Peters and
Sawyer™ found a significant positive relationship between income
level and tax evasion. It is impottant to note that 83 per cent of
respondents in the Birch, Peters and Sawyer study were in the
$20 000 or low income group, 80 per cent of respondents in the
Devos study were in the $20 000 or low income group, and the Crane
and Nourzad sample consisted of individuals who filed amended
returns under the California Tax Amnesty programme. The results of
this study as they relate to tax return preparation® do not support
Westat Inc’s findings that, due to lack of knowledge in fiscal and tax
matters, taxpayers who prepare their own returns are more likely to
be nonm-compliant.®® The marital status result does not support
Titie’s®” and Song and Yarbrough’s™ earlier research findings that
single taxpayers are less compliant because they are less risk averse
and the tax laws deny them dependant exemptions. The findings of
the present study as they relate to home ownership do not appear to
support Song and Yarbrough’s findings that home owners tend to
have a high tax ethics score and believe that their share of the tax

% Song and Yarbrough, above n 15.

# (rane and Nourzad, above n 36.

% Devos, Pilot Study’, above n 45.

8 Birch, Peters and Sawyer, above n 42.

% Reliance on tax agents or tax professionals by New Zealand taxpayers has
decreased since 2000 as under s 33A of the Tax Administration Act 1994 (NZ),
individuals who receive only employment income, & taxable Maori authority
distribution from which tax is deducted at source, interest or dividends are not
required to furnish tax returns.

# westat, above n 15,

 Title, above n 32. .

9 Qong and Yarbrough, above n 5.
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burden is relatively fair.”® There is no study available with which ¢,

compare the political party affiliation and religious values resultg variable because the number of tax professionals in the sample was

o0 small for a meaningful analysis.
5. LIMITATIONS AND CONCLUSIONS

This study has several limitations. The main limitation arises
from the sampling process used. The sample was drawn from only
one provincial area of New Zealand. The people who responded to
the survey may not be representative of Auckland taxpayers,92 but

.dAn ANCOYA was also conducted because some of the
independent variables were correlated with each ofher, A correlatios

matrix is contained in Appendix 2 of thi i
e ANCOYA o I p us article. Table 11 prese

Table 11: ANCOVA of Tax Evasion by Correlated

Independent Variables even if they are, it does not necessarily follow that they would be
Source df Mean Square . . repres_entative of New‘ Zealanders. Tk'le ‘random selection of
Sig participants alleviates this concern to a significant degree but does
Education 1 28.239 84.770 000 not completely rule it. out. This study could be extended to other
Employment | main centres gljnd provincial areas of New Zealand so that results can
29.287 87.916 000 be compared.
Gender 1 22.710 68.173 000 The second limitation is related to the possibility of participant
Married 1 misunderstanding Q?f the questions and terminology ‘used_ in the
147 366 546 survey instrument.”” To address this concern, the questionnaire used
Tncome i 2058 St in the current study was based on that which was gssed in the United
' 024 States study by Karlinsky, Burton and Blanthorne.” However, some
Age 1 135 122 modifications had to be made to the questionnaire because the United
: 728 . ) . .
Home | Stat.es legal environment differs ‘from.that mn New Zealanq. Pilot
733 714 399 testing of the amended questionnaire alleviated but did not
Andit | 12333 1609 neces_sarily ‘eiiminate p.otent:1al problems that ‘may have been
: 008 associated with the questionnaire.
Language : 079 275 601 Notwithstanding these limitations, this study investigates for the
Church 1 1983 338 " first time i'n Nex_ﬂv Zealand the inlpaf:t of a compre.hensive set of
' ’ demographic variables on the perceptions of tax evasion as a crime.

The demographic variables investigated span employment status,
level of education, political affiliation, household income, age, home
ownership, marital status, religious background, the hiring or

. ’.Fable Il reveals that the results of -
mgmﬁcanﬂy different except in one case:[.h e()ﬁll;lcigx)ﬁlea[;a "
mazlﬂgmally significant influence on tax evasion. Though the tax a Sen?
‘varlable was found to be significantly correlated with many ofgthe
independent variables, an ANCOVA was not conducted for this

% Cfn 78, above.
** Wellington, for example, is where most of the public service is located.
D Dillman, Mail and Internet Surveys: The Tailored Design Method (2™ cd,

o Ibid, 2000).
% Karlinsky, Burton and Blanthorne, ahove n 24.
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non-hir‘ing of a tax agent, the respondent being or not being a ta;
professional, previous auditing of a tax return by the IRD), gender
first language and domicile. This study has made an importan

For}trlbu:cion to. the empirical tax compliance literature in 4
Jurisdiction outside the United States. The findings reveal that the
most significant variables that affect tax evasion are: education level,

;

employment status, gender, the audit of an income tax return by th
IRD, status as a tax professional, English as a first language an
geographical location of the respondent.

”{‘he findings suggest that in order to reduce the incidence of tax
evasion, the IRD should monitor more closely those who may not

perceive tax evasion as a crime. Based on the analysis above
taxpayers with a fow level of education, males, the self~employed

those whq have lnot been audited in the past, those whose first.
Janguage is English and tax professionals should be the focus of |

efforts for addressing tax evasion.

The results above are based on self-reported perceptions, which :

may be differﬁmt from actual tax compliance behaviour. The IRD
sl_lould determine whether perceptions mirror actual behaviour, and
different reasons for such behaviour on the basis of demographics

should be investigated. Investigators at the IRD should select at
random_ for audit taxpayers who have the characteristics that have
been c?liscussed above. There is a need to create awareness of the
penalties for tax evasion and of the resources and capabilities of the
IRD to detect this sort of illegal activity. Tax returns should ideally
be prepared by qualified tax professionals. The IRD should work
together with professionals to create awareness that taxpayers must
take'responsibility for their own affairs and a realisation that tax
cvasion s tantamount to ‘theft’ from the government. A functional
state is necessary for a functional society. A functional state requires
fund:ng and taxpayers have a personal obligation to contribute to that
in the form of a ‘fair share’ of taxes. People should be made to
realise that it is unethical to expect ‘someone else’ to pay their share
The author is strongly of the opinion that enforcement of the Newl
Zealand tax regime requires greater resourcing.
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There is no requirement that tax agents in New Zealand hold any
tax qualification or any professional qualification. Any person who

© carries on a business where tax returns are prepared or who carries

on a professional practice and prepares the annuai returns for 10 or
more taxpayers may become a tax agent. To protect the integrity of
the tax system, the IRD may refuse to register a person as a (ax agent
and may remove a person’s registration as a tax agent.”

In contrast, to register as a tax agent in Australia, the Austraiian
Tax Agents Board requires compliance with reg 156 of the fncome
Tax Regulations 1936 (Cth). Under this regulation, in order to
register as a tax agent a person must have completed a relevant
qualification in accounting and Australian tax law from an Australian
university, a college of technical and further education or an
educational institution of equivalent standard, and must have relevant
employment experience, which differs depending on the
qualifications of the individual. Every tax agent is also required fo
reapply for registration after three years from the date of registration,
otherwise registration ceases automatically.

Thetefore, it is proposed that to ensure that New Zealand tax
agents are qualified professionals, the IRD should prescribe some
accounting and tax law qualifications from New Zealand universities
or degree granting polytechnics and require some relevant work
experience to qualify for registration as a tax agent. This should be
coupled with a re-registration period, such as every three years, to
ensure the ongoing quality of registered tax agents. This may
increase the integrity level of the tax profession in New Zeatand.

This study has helped to clarify the relationship between
demographic variables and perceptions of tax evasion, offering
additional insight into the demographics of perceptions of tax
evasion in New Zealand. The author hopes that this study will
encourage further empirical research to understand tax compliance
behaviour. Future research in other geographical locations should

% Under s 34B of the TAA 1994, which applies from 19 December 2007.
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seek to identify the determina

. nts of tax ion i . .
the findings of this tudsy, evasion in order to valida

Appendix 1

ANOVA of Tax Evasion by Age

(2609} 12(1)

Sum of Squares df Mean Square F Sig
Between Groups 4.254 4 1.064 1.046 .383
Within Greups 312.04]1 307 1,016
Total 316,295 318
ANOVA of Tax Evasion by Income
Sum of Squares df Mean Square F Sig
Between Groups 2.289 4 572 560 | 692
Within Groups 314.006 307 1.023
Total 316,295 mn
ANOVA of Tax Evasion by Marriage
Sum of Squares df Mean Square F Sig
Between Groups 3.97¢ 1 3.97C 3.940 048
Within Groups 312325 310 1.008
Fotal 316.295 31t
ANOVA of Tax Evasion by Tax Return Preparation
Sum of Squares df Mean Square F Sig
Between Groups 091 1 091 088 166
Within Groups 316.204 310 1.020
Total 316.295 311
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'ANOVA of Tax Evasion by Home Ownership

RGUPTA:

Sum of Squares df Mean Square F Sig
Between Groups .288 1 .288 283 595
Within Groups 316.006 310 1.019
Total 316.295 311

ANOVA of Tax Evasion by Political Party Affiliation

Sum of Squares df Mean Square F Sig
Between Groups .5.462 5 1.092 1.075 374
Within Groups 310.833 306 1.G16
Total 316295 31
ANOVA of Tax Evasion by Religious Values
Sum of Squares df Mean Square F Sig
Between Groups 004 1 .004 004 .948
Within Groups 316.291 310 1.026
Total 316.295 311
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