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Tax evasion, civic duty and the law abiding citizen.


The paper studied on the tax evasion examine the attitudes of citizens toward it. Determining the factor that will affect the behaviour with consequence to civic duty and law abidance. Tax evasion is an illegal behavior of avoiding to pay tax or reporting incorrect income. This behavior leads to the loss of revenue for the government as well as unfairness to the honest tax payer. Moreover it will also disincentive to the honest tax payer.


The factor that has direct impact on tax evasion is the cost and benefit of doing so depending on the opportunity to be caught and the severity of the punishment. In addition some socio-economic factors also impacts the incentive of tax avoidance. The risk neutral individual will maximize the following equation:Y* = p(Y1 – F - C) – pS + (1 – p)(Y – C). While Y1 is income after tax, Y is income after tax in case of not being caught, C is the cost of tax evasion, P is the probability of being caught, F is a monetary fine, and S is the social stigma. p(Y1 - F - C) is monetary expected amount that tax evade person will get in the case of being caught. Moreover, in case of being caught individual will also lose his social stigma apart from the punishment; pS.  (1 – p)(Y – C) is  the expected amount of income that tax evade person will get in case of not being caught. If F, S, and C increase then Y* will reduce, given the other factors constant. However, the paper introduced three approaches to prevent tax evasion that are increasing the probability of being caught, the amount of monetary fines, and social stigma. 


There are two concept that will influence the attitude and the behavior toward tax evasion which are 'civic duty' and 'law abiding citizen'. Civic duty is a duty of a citizen which are motivated by a concern or citizen owes his nation. The duty of a citizen is sometimes driven by their own attitude and value to create the desirable outcome to the society. Law abiding citizen is a concept of obligatory responsibilities to the state, citizens must follow the rules, laws and regulation from the authority no matter what it will object to their own perspective or even create a negative effect to the society.


In terms of data and empirical result, researchers conducted a survey to collect the sample living in Great Britain. There are 3,662 respondents who were randomly selected from 200 postal sectors. Researchers asked two questions about an attitude to the morality of tax evasion and a hypothetical behavior. Researchers found that the result is associated with the culture of UK about tax evasion and younger people tend to evade tax payment. Moreover, from table 2, researchers founded that there is still a case where people who believe tax evasion to be morally wrong and still evade tax because they pay too much attention on their self-interest to ignore society’s rules. Researchers also found that people who do not believe tax evasion to be wrong tend not to perform it because they are afraid of the consequence of punishment. The respondents who are under ages of 40 tend to risk themselves not to pay tax and not to be aware of their reputation. Law abidance plays an important role in determining the attitudes to tax evasion because law abidance is an attitude that drives the desirable behavior to the society.


From the regression result, it shows that women are significantly less likely to disapprove tax evasion for VAT but not the other two categories which are BENEFITS and PAY. In terms of the impact of age, it is not clear that it is the impact of aging or a reflection of generational difference. Disapproval increases with educational attainment at 5% and 1% level of significance, means that disapproval variable can explain the earning and VAT equations. Voluntary work tends to increase disapproval of tax avoidance with respect to three types of avoidance. Basically, people who contribute themselves to do voluntary work tend to have a desirable attitude to the society. Law abidance is a significant determinant of attitudes, at 5% level of significant for VAT and 1% for both other two questions. For the actual behavior, it may be impacted by the fear of being punishment which can be both financial penalty and loss of reputation.  From the earning, household income was insignificant in any of the regressions in other word household income cannot explain the regression equation but the respondent’s earning was significant in PAYDO equation or can explain the PAYDO equation since PAYDO equation is the response to “And how likely do you think that you would do this if you found yourself in the situation in the PAY question”.  Greater familiarity with the system or a great in the sense of money is there can be the reason to explain the result. In the VATDO equation which is the response to “And how likely do you think that you would do this if you found yourself int this situation in VAT question”, when the attitudinal variables are omitted, education becomes significant but gender becomes insignificant or education can explain but gender cannot explain the equation.  Law abidance is still a significant predictor of the attitude. The impact of law abidance is smaller when the educational level increases because they can judge what is right or wrong by themselves. For example, educated citizens may not want to pay tax to the corrupted government because they can make use of that amount of money to be more efficient. 


There are some interesting points to concern in readers' view point. First is the income effect, the correlation of higher income is inconclusive, as the effect goes both way. However, the reason behind may be because of the specific characteristic of the tax payer instead of incืome that he is conservative or liberal. The next factor is about the effect of age, from the studies higher age comes along with less tax avoidance. Nevertheless this concept seems to contradict with the income since higher age usually come along with higher income. Third in the conservative society the concept of law abiding citizen seems to be more significant from the reason that citizens are more fundamental and paying very high respect to the regulations. In additional will the law abiding citizen concept have a negative concept to the society with corrupted authority which will be the factor that makes state collapse faster. Last it is doubted this result will be the same in other countries in other regions with difference culture.  

