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INTRODUCTION

Most of economics, who have written about the i@teship between ethics and economics, indicates the
fact of economics’ being born of ethics. These teences have been related together from theinbagj. In
fact economics has been the subdirectory of ethitke beginning (Samimi & Chehreghani, 2011). Eatbf
economics, Adam Smith, himself was teacher of sthit Glasgow University, before being teacher of
economics there. It's absorbing that his famouskb®be Wealth of Natigris after his unknown book entitled
The Theory of Moral Sentimento if we study the works of Adam Smith, we seé tuantrary to the popular
opinion in the twentieth century; not only Smithsmé& alien to the ethics and its role in economing, also he
has been defender of ethics, and has emphasizeatattention to the role of ethics in economicaniBni &
Chehreghani, 2013).

One of the ethical issues that have been consideretthical economics is ethical taxation. So iis fhaper,
we investigate the matter, relying on the ethiealses and dimensions of tax evasion among tax payéan.

The vast majority of papers that have been writhout tax evasion have been written from the
perspective of public finance. They discuss tedinaspects of tax evasion and the primary and skagn
effects that tax evasion has on an economy. In necasgs there is also a discussion about how tepter
minimize tax evasion. Very few papers discuss athispects of tax evasion. Thus, there is a neeturfther
research, which the present study is intended rtitafi address.

As part of this study a survey instrument was dgvedl based on the issues that have been discusded a
the arguments that have been made in the tax evatidcs literature over the last 500 years. Thesgmt study
reports on the findings of a survey that was disted to tax payeres in Markazi Province. The surve
instrument consisted of 18 statements that reftexthree views on the ethics of tax evasion thaehtemerged
over the centuries. Participants were asked tothatextent of their agreement with each statergmtiacing a
number from 1 to 7 in the space provided to indidhie extent of agreement with each statement. lsiade
female scores were also compared to determine whtik female responses were significantly diffefeam
the male responses.
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The remainder of the paper is structured as folisestion 2 outlines a review of the literature tbhe
ethical aspects of tax evasion. Section 3 desctibesnethodology and data used in the researchioSet
presents the empirical analysis. Section 5 conslude

Literature Review:

Although many studies have been done on tax comgdiavery few have examined compliance, or rather
noncompliance, primarily from the perspective dfiet. Most studies on tax evasion look at the idsomm a
public finance or economics perspective, althoudical issues may be mentioned briefly, in passifge most
comprehensive twentieth century work on the etloitsax evasion was a doctoral thesis written by tiMar
Crowe (1944), titledThe Moral Obligation of Paying Just Taxebhis thesis reviewed the theological and
philosophical debate that had been going on, masgtlyin the Catholic Church, over the previous 5@ars.
Some of the debate took place in the Latin langu&yewe introduced this debate to an English laggua
readership.

Over the past five centuries, three main views hewerged on the ethics of tax evasion. One vieviglwh
might be called the absolutist view, holds that ¢éamsion is always, or almost always unethicalth&t other
extreme is what might be called the anarchist vihat tax evasion is always ethical. The third viakes a
middle position, that tax evasion might be ethinadome cases and unethical in others. It is tiiig view that
has been the most prevalent in the literature.

Thefirst view: Tax Evasion is never ethical:

This view takes the position that tax evasion vgagls, or almost always unethical. There are bdgitaiee
underlying rationales for this belief. One reassrthe belief that individuals have a duty to thatestto pay
whatever taxes the state demands (Cohn, 1998; Di#®|d998; Smith & Kimball, 1998; Tamari, 1998)hiE
view is especially prevalent in democracies, wheeare is a strong belief that individuals shoulafoom to
majority rule.

The second rationale for an ethical duty to pagsas because the individual has a duty to othenlmees
of the community (Crowe, 1944; Cohn, 1998; Tama#98). This view holds that individuals should et
freeloaders by taking advantage of the servicestite provides while not contributing to the pagptra those
services. A corollary of this belief is the viewathf tax dodgers do not pay their fair share, tlemabiding
taxpayers must pay more than their fair share.

The third rationale is that we owe a duty to Gogay taxes, or, stated differently, God has comradngs
to pay our taxes (Cohn, 1998; DeMoville, 1998; &ndt Kimball, 1998; Tamari, 1998). This view holds n
water among atheists, of course, but the viewrangty held in some religious circles.

The second view: Tax Evasion is always ethical:

This view might be labeled the anarchist view. TVisw holds that there is never any duty to payes$ax
because the state is illegitimate, a mere thidf tlha no moral authority to take anything from arg/@Block,
1989; 1993). The state is no more than a mafia timater democracy, has its leaders chosen by thaee

The anarchist literature does not address the stbictax evasion directly but rather discusses the
relationship of the individual to the state. Theuis of tax evasion is merely one aspect of thatioglship
(Spooner, 1870).

There is no such thing as a social contract acagrtti this position. Where there is no explicitement
to pay taxes there also is no duty. All taxationessarily involves the taking of property by foarethe threat
of force, without the owner’'s permission. Thus,nieets the definition of theft. Stated as an equoatio
TAXATION = THEFT. A corollary equation is that FAIBHARE = 0.

Thethird view: Tax Evasion is sometimes ethical:

This view holds that tax evasion may be ethical under somamumistances and unethical under other
circumstances. This view is the prevalent viewhhotthe literature (Ballas & Tsoukas, 1998; Crou844;
Gronbacher, 1998; McGee, 1998a, 1999b; and acaprtinthe results of some of the surveys (McGee,
2005a&b; McGee & Lingle, 2005).

The Muslim view toward tax evasion seemingly falisder category three, that evasion is sometimes
ethical (McGee, 1997, 1998b, 1999a). Ahmad (1988hg Yusuf'sEconomic Justice in Islaif1971), lists the
following practices that would be considered uregthin an Islamic state:

» Itis immoral on the part of the state to use dser and privilege to make monopolistic gains otato
the common people indirectly for replenishing tkehequer thereby.

e There is no room in Islam for custom barriers,riette tariffs or exchange control. The Islamiatst
therefore, must not resort to them.

» ltis illegitimate and unlawful for the state toxtdirectly or indirectly the general body of consann
and to give “protection” to the interests of a sla$ producers in the name of industrialization.
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« Since it is the duty of the state to dispensegadiiee of charge, therefore, there must not becanyt-
fees, revenue stamps or fees of any kind for @mesaction of any official business.

e There must not be any “income” tax as such. Besideking the initiative it assumes illegitimacy of
the income of the rich. The state should levy, éed be, a proportional tax on the pattern of zakathe
accumulated wealth of the capable tax-payers.

* The state should not resort to indirect taxatidrihé state has to tax, then, it should do so tyeo
that the taxes represent a conscious contribufitimegpeople to the cause of public interest.

» That there is no justification for imposing deathtyd Islamic laws of inheritance take care of the
wealth left by the deceased.

If the view of this Islamic scholar (Yusuf, 1971gcarately reflect the Muslim position on the moral
obligation to pay taxes, then it would seemingly be unethical for a Muslim to evade indirect taxehich
include excise taxes, customs duties and perhap®rmate income taxes. Muslims could also morallgidv
paying tariffs and could engage in smuggling, pded the goods being smuggled are not against Islach, as
alcohol or cocaine. Evading income taxes also wooldbe immoral, although evading a property taghmhbe.

Methodology:

Based on reviewing the scant literature that exigtthe ethics of tax evasion, a survey was cocigtduand
distributed to a group of tax payers in Markazi\imoe [Komijan, Milajerd and villages around thesees] in
order to learn their views on the ethics of taxséwa. This group was selected because they cortigettax
office and pay tax each year. The survey consisfetB statements that include the major argumentsv€
(1944) discussed plus three more modern argumegiaish statement generally began with the phrase “Tax
evasion is ethical if....” Respondents were instrdidie insert a number from 1 to 7 in the space pledito
reflect the extent of their agreement or disagregmeégth each of the 18 statements. A score of dhe (
represented strong agreement with the statemerile atscore of seven (7) represented strong disaggst.
Using a seven-point Likert scale, respondents \asked to place the appropriate number in the spaméded
to indicate the extent of their agreement or disagrent with each statement. The statements inutves
reflected the three main viewpoints on the ethit$a® evasion that have emerged over the centufibs.
survey was distributed in Persian. Collecting da#tayas analyzed using Spss. One hundred (100)leisab
responses were received.

The following hypotheses were made:

H, : The average respondent will believe that taxsiewais ethical sometimes.

If we assign arbitrary scores to these three viemsg, possible breakdown would be as follows, where
equals the score, given a range of 1 to 7:

1 <=x <2 Tax evasion is always or almost alwascal.

2 <= x < 6 Tax evasion is sometimes ethical.

6 <= x <= 7 Tax evasion is never or almost neviicat.

So this hypothesis will not be rejected if the aggr score for all 18 statements is more than 2elsatthan
6.

H, : Scores will be lower [tax evasion will be morzeptable] when the statement refers to government
corruption.

H, : Tax evasion among men is more than women. Inother word, women will be more strongly
against tax evasion than will males.

Analysis and Results:

In this section, the results of the data analystsshown in the form of tables and charts.

Table 1 and Chart 1 show the gender demographiteafample. The total sample size was 100, inatudi
70 males, 30 females.

Table 1: Composition by Gender

Gender Sample Size Percentage
Male 70 %70
Female 30 %30

total 100 %100
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Thefirst hypothesis:

Table (2) lists the 18 statements and the averagees received for each statement. A score of the (
indicates strong agreement with the statement.r8€Xjeindicates strong disagreement. An averageesoo?2
or less would indicate that tax evasion is alwayslmost always ethical. An average score of ore would
indicate that tax evasion is never or almost netkical. Scores averaging more than 2 but less éhanuld
indicate that tax evasion is sometimes ethicalc&sbe seen from Table 2, all 18 scores are mare2tand 11
of them are less than 6. The average score is Wifigh indicates the average respondent believes\asion
to be ethical sometimes. None of the respondemtsted a score of 7 for all 18 statements, whiclamseall
respondents thought that tax evasion was at leastwhat justified in certain circumstances.

Table 2: Total Sample Mean Scores by Statement

S Statement Score*
1 Tax evasion is ethical if tax rates are too high. 5.73

2 Tax evasion is ethical even if tax rates aretoothigh because the government is not entitldgdke as much as it is 6.36

taking from me.

3 Tax evasion is ethical if the tax system is unfai 4.93
4 Tax evasion is ethical if a large portion of theney collected is wasted. 4.55
5 Tax evasion is ethical even if most of the moc@iected is spent wisely. 6.28

6 Tax evasion is ethical if a large portion of theney collected is spent on projects that | mordi$approve of. 5.53
7 Tax evasion is ethical even if a large portiothaf money collected is spent on worthy projects 056.
8 Tax evasion is ethical if a large portion of theney collected is spent on projects that do noéefieme. 5.97
9 Tax evasion is ethical even if a large portiothef money collected is spent on projects thatetefit me. 6.12
10 | Taxevasion is ethical if everyone is doing it. 6.28
11 Tax evasion is ethical if a significant porti@inthe money collected winds up in the pocketsasfupt politicians or| 4.39

their families and friends.

12 | Taxevasion is ethical if the probability of i@ caught is low. 6.34

13 Tax evasion is ethical if some of the procear®gupport a war that | consider to be unjust. 9 5.
14 | Taxevasion is ethical if | can't afford to pay. 5.32

15 Tax evasion is ethical even if it means thapdy less, others will have to pay more. 6.09
16 | Tax evasion would be ethical if | were a Jewnlivin Nazi Germany in 1940. 5.22

17 | Taxevasion is ethical if the government disgrates against me because of my religion, racéhmicebackground. | 5.74
18 Tax evasion is ethical if the government imprspeople for their political opinions. 5.70
Average Score 5.65

* 1 = Strongly Agree; 7 = Strongly Disagree

Corresponding to Table 2, Chart 2 shows the mearesdor each statement.
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Chart 2: Total Sample Mean Scores

The second hypothesis:

Table 3 ranks the eighteen statements from mosfpéaisle to least acceptable. Scores ranged frofntd.5
6.36, indicating that there are circumstances whgrevasion can be ethically justified. If one lmsgwith the
premise that tax evasion can be justified wherestioee is less than 6, then the respondents bebevaverage,
that tax evasion can be justified, at least sonmegtinfor 16 of the 18 statements included in thevesur
instrument.

Respondents believed that the strongest casex@vision was in cases where a significant poxiotie
money collected winds up in the pockets of corpgiiticians or their families and friends. Thattetaent had a
score of 4.39 on a scale from 1 to 7, which indisahat tax evasion in such cases is viewed as atbieal
than for any of the other reasons given. Sincestineuption statement ranked first, H2 cannot beated.

This finding was not totally unexpected. Surveytifer sample populations also found this reasdreto
either the strongest or one of the strongest argtsme justify tax evasion (McGee & Lingle, 2005c@lee,
2006; Nasadyuk & McGee, 2007).

Table 3: Statements Ranked from Strongest to Weakest Argter8pport Tax Evasion

S Statement Score*

1 Tax evasion is ethical if a significant portiditloe money collected winds up in the pockets ofugat politicians or| 4.39
their families and friends. (S11)

2 Tax evasion is ethical if a large portion of theney collected is wasted. (S4) 4.55

3 Tax evasion is ethical if the tax system is unf&3) 4.93

4 Tax evasion is ethical if some of the proceedtogupport a war that | consider to be unjust3jS1 5.9

5 Tax evasion would be ethical if | were a Jewnlgvin Nazi Germany in 1940. (S16) 5.22

6 Tax evasion is ethical if | can't afford to p§814) 5.32

7 Tax evasion is ethical if a large portion of theney collected is spent on projects that | mordibapprove of. (S6)] 5.53

8 Tax evasion is ethical if the government imprispeople for their political opinions. (S18) 5.70

9 Tax evasion is ethical if tax rates are too h{§i) 5.73

10 Tax evasion is ethical if the government disorates against me because of my religion, racéhmiebackground| 5.74
(S17)

11 Tax evasion is ethical if a large portion of theney collected is spent on projects that do poefit me. (S8) 5.97

12 Tax evasion is ethical even if a large portibthe money collected is spent on worthy proje($3) 6.05

13 Tax evasion is ethical even if it means thapdy less, others will have to pay more. (S15) 096.

14 Tax evasion is ethical even if a large portibthe money collected is spent on projects thabelwefit me. (S9) 6.12

15 Tax evasion is ethical even if most of the mor@iected is spent wisely. (S5) 6.28

16 Tax evasion is ethical if everyone is doingStL0) 6.28

17 Tax evasion is ethical if the probability of tiygg) caught is low. (S12) 6.34

18 Tax evasion is ethical even if tax rates aredomhigh because the government is not entitleédke as much as it is 6.36
taking from me. (S2)

* 1 = Strongly Agree; 7 = Strongly Disagree

Corresponding to Table 2, Chart 2 shows the rafigeares for the 18 statements.
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Chart 3: Statements Ranked from Strongest to Weakest Argisn®upporting Tax Evasion

The third hyphothesis:

In the present hyphothesis, we want to determinethdr male scores are significantly different from
female scores, so the male and female scores amgacred using Mann- Whitney U tests.

Table 4 presents the results. The male and femal@ge scores are shown, as are the differencasyrgs
and p values. Although the female scores were higtan the male scores for 16 of 18 statementscatidg
stronger opposition to tax evasion, the scores wetesignificantly different for any of the 18 statents. So
thires hyphothesis is rejected, and we can sag tiseno diference between men and women in Taxi&vas
Iran.

This resualt is similar to studies that have donevipusly, and found that there is not a significan
difference between the ethics of men and womenvBitng & Zabriskie, 1983; Harris, 1990; Nyaw & Ng,
1994).

Table 4: Comparison of Male and Female Scores*

Stmt. # Male Female Male Female Y4 P-Value
1 5.66 5.87 .21 -.761 447
2 6.13 6.56 .43 -1.204 .229
3 4.91 5.00 .09 -.139 .890
4 4.49 4.66 17 -.129 .898
5 6.15 6.40 .25 -1.309 .191
6 5.58 5.55 .03 -.031 975
7 6.04 6.13 .09 -114 .909
8 5.87 6.09 .21 -.706 480
9 5.89 6.30 41 -.781 .435
10 6.06 6.54 .48 -.945 .345
11 4.30 4.49 .19 -.086 .931
12 6.19 6.54 .35 -1.147 .251
13 4.83 5.30 A7 -1.131 .258
14 5.21 5.45 .24 -.682 .495
15 5.96 6.22 .26 -.617 .537
16 5.36 5.30 .06 -.224 .823
17 5.77 5.82 .05 -.059 .953
18 5.55 5.89 .34 -.558 577

* 1 = Strongly Agree; 7 = Strongly Disagree
Chart 4 compares the male and female responses.
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Additional Comments:

The survey instrument included space for partidipanm make additional comments to explain theimgie
on the ethics of tax evasion. The majority of resfents left this space blank. However, a few pigditts did
make comments. Here is a sampling of what they. sBi@ authors took the liberty of paraphrasing and
combining some answers to avoid repetition. Heeesmme of the responses that were given in thergdti
comment section of the survey:

* For me | wouldn’t want to pay tax in Iran becausgegynment officials do not use my money wisely.

* In my opinion, if the tax money is used in the wgomay the ethical argument against tax evasion
becomes weaker. But tax evasion is always wrong.

e Tax evasion is always unethical. | am a Muslim &mel Quran says that taxes are to be paid, for
example: zakat and khoms.

* In my opinion, if tax rates are fair and are defead by considering the income level of peoplerghe
will not be any reason for tax evasion.

e There is tax evasion in Iran because people dgpenteive the increase in social welfare for money
collected.

» | think that tax evasion can only be justified iparson is not capable of paying his debts ancif h
thinks that a lot of the money he pays as taxesvasted or are used by some corrupt politicians.

* Generally, tax evasion is unethical. But if taxesaire too high and if the state does not impreve a
result of public expenditures, the people havehatrio revolt.

* In my view, tax evasion is not ethical in any sitoa, except when the money collected is wasted by
government.

e There are no ethical arguments for tax evasion.

* In my opinion, people would be more likely to paxés if they could see the effects of the money tha
is collected. People should be informed aboutdahabunt of money spent on specific projects in Iran.

» If the tax system is inefficient and if the behavid politicians is unethical, it is natural for gqae to
evade taxes and it is justified.

» The government cheats people; people cheat the goeat!

* The tax system must be simple, clear and understdado everybody.

» Ethics depends on the people’s ability to pay ahdther peoples benefit by their payments.

» If the government has a good tax system and prevamugh welfare for the people in Iran, or if
corruption decreases, people will be more willingpay tax.

Conclusion:

Focusing on tax payers of Iran, this study testedthesis that tax evasion is morally acceptablsoime
situations. The results of the present study indid¢hat there is relatively strong support for &wasion. As
expected, some arguments to justify tax evasiongutdo be stronger than others and they were fiif&shtin
this study.
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The fact that they are more opposed to tax evasi@eme cases than others has policy implicatidhs.
survey found that respondents thought that taxienas at least somewhat justified in certain cinstances.

Respondents believed that the strongest caseX@vision was in cases where a significant poxtiothe
money collected winds up in the pockets of corpgliticians or their families and friends. Oppasitito tax
evasion is weakest in cases where the governmeatrigpt or where the system is perceived as beirigir.
Thus, it may be possible to reduce the extentxoétasion by reducing government corruption andicedy the
perceived unfairness of the tax system.

The results of the surveys of Guatemala (McGee &glé 2005), Romania (McGee 2005b) and
international business professors (McGee 2005a)hezh similar conclusions, which lend evidence te th
proposition that the attitude toward tax evasiosiiisilar across a wide spectrum of cultures andygaahy. In
general, results show no significant differencegbgder. Content primary: Corruption should be agdid

According to research findings, it is essentiak lax administration of Iran should explain allacatand
distribution of tax revenues for the public, be@pgople think that the taxes paid by them hasnftroved
their economic welfare and livelihoods. Iran’s texenues should improve the condition life of tl®pe, So
that they feel the improvement. In such a caseetasion will be lower.
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