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TAX RELATED BEHAVIOURS, BELIEFS, 
ATTITUDES AND VALUES AND 
TAXPAYER COMPLIANCE IN 

AUSTRALIA∗ 

By Pauline Niemirowski,∗∗ Steve Baldwin∗∗∗ and 
Alexander J Wearing∗∗∗∗ 

In this Australian Taxation Office (“ATO”) study, taxpayers were 
selected according to their historical tax compliance behaviour, in order to 
better understand community attitudes to tax. Seven non-business taxpayer 
groups were firstly identified as lodgment, audit risk or tax debt compliant 
according to their 1995 tax return data and then either compliant or 
medium or high risk non-compliant for lodgment, audit risk, or tax debt 
payment for the following 5 years. Three separate groups of tax agents, tax 
office staff and youth were also studied. Compliant and non-compliant 
taxpayer survey responses that included wider environmental factors were 
matched to each individual’s tax return data, but not for tax staff, tax agents 
or youth. Analyses identified relationships between tax-based values, 
beliefs, attitudes, knowledge and actual tax compliance behaviour. Non-
compliance “intent” and “tolerance” of some tax avoidance were two key 
determinants of taxpaying behaviour. The implications of these results for 
ATO practices and policy are discussed. 
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1. INTRODUCTION 
This study was primarily designed to identify the beliefs, 

behaviours, attitudes and values (“BBAV”)1 associated with 
taxpaying compliance. This was done by investigating the 
relationships between survey responses and tax return data and 
thereby to identify new compliance strategies based on behavioural 
indicators according to seven specific categories of taxpayer. The 
study also aimed to better understand taxpayer BBAVs to allow the 
development of strategies to improve compliance behaviour. Other 
questions were: to what extent do BBAVs relate to taxpayer 
compliance; are taxpayer attitudes different according to the category 
to which they belong; which tax related issues and policy impact 
most on taxpayer behaviours and compliance; and also how do 
current ATO client relationships affect taxpayer compliance? 

A survey instrument that asked about various contextual, 
environmental, psychological, sociological and economic factors was 
developed. Survey data and tax return data were matched for each 
taxpayer from the main seven groups so that compliant and 
noncompliant behaviour could be understood in terms of satisfaction, 
lifestyle, competence, knowledge and fairness of pre Goods and 
Services Tax taxes, seriousness of law offences, beliefs, behaviours, 
attitudes and values, as well as selected items from tax returns. 

The findings confirmed that compliant and non-compliant 
taxpayers’ compliance behaviour was in the main similar with only a 
few significant differences. In part, taxpaying behaviour related to 
beliefs, attitudes and values, ATO client service, sense of financial 
competence, difficulty in meeting tax obligations and perceptions 
about the necessity to use tax agents. “Intent” (to not comply) and 
“tolerance for some tax evasion” were significantly related to tax 
compliance behaviour. Very few taxpayers indicated a serious intent 
not to comply and there was only some tolerance of tax avoidance 
identified. These results reflected ATO’s Integrated Compliance 

                                                 
1 Beliefs, behaviours, attitudes and values formed the basis of ATO’s research. 
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Study (“ICS”)2 research data that identified over 98% of non-
business taxpayers as low to medium compliance risk probability on 
an ongoing basis. 

2. THEORETICAL BACKGROUND 
Draft survey questionnaires were developed and piloted during 

1998 and 1999. The questionnaire comprised two major sections, 94 
BBAV questions and sections dealing with lifestyle. The topics 
included tax related behaviours, beliefs, attitudes and values, client 
experiences with the ATO, individual demographics, lifestyle 
factors, perceptions of the seriousness of laws, levels of satisfaction 
with various institutions and aspects of life and knowledge about 
specific taxes and their fairness. The context of the survey reflected 
the philosophy and principles of the ATO Compliance Model and 
ATO Taxpayers’ Charter. 

The research population consisted of 7 taxpayer groups and 3 
special interest groups. The 7 groups’ tax compliance level was 
determined by their lodgment, tax debt and audit risk probability 
behaviour. All 7 taxpayer group respondents were compliant in 1995 
and either compliant or non-compliant from 1996-2000. The 1995 
baseline of taxpayer compliance provided the necessary foundation 
to compare all 10 groups. For the 1995 tax financial year 7,180,441 
Australian non-business taxpayers were registered on the tax 
database. Because of time and resource constraints the research 
design only targetted seven “medium” and “high” risk tax 
compliance behaviours. By focusing on only higher risk compliance 
behaviour the research outcomes were expected to be statistically 
representative. Eligibility for the group of 7 was restricted to 
taxpayers aged 18-65 who were deemed compliant in 1995 and were 
Australian residents with no bankruptcy indicator and no final return 
not necessary or deceased indicators. From the resulting seven 
compliance risk levels, random samples were drawn to receive the 
questionnaires. The other 3 groups were tax office staff selected at 

                                                 
2 The Integrated Compliance Study (“ICS”) was an ATO study of compliance risk 
probabilities for non-business taxpayers. 
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random from a pool of 2,500 “Personal Tax” only staff, tax agents 
selected at random from the pool of tax agents representing the 
taxpayer survey sample and younger taxpayers selected at random 
from the whole tax population database of Tax File Numbers 
registered to 18-20 year olds. 

Compliant and non-compliant taxpayers from the 7-taxpayer 
medium and high-risk groups completed the surveys and these were 
matched to their own individual tax return information. Tax staff, tax 
agents and youth completed surveys but there was no matching with 
their tax return data. A total of 4000 survey questionnaires were sent 
out twice, (original mailout and with a reminder letter two weeks 
later). Questions included wider environmental factors encompassing 
behaviours, values, beliefs and attitudes, competency, fairness, 
satisfaction, lifestyle, seriousness of laws, pre-GST tax knowledge 
and experiences with ATO client service as well as perceptions about 
using tax agents. 

The 4 key classes of variables considered significant drivers of 
tax compliance and non-compliance responses were Behaviour, 
Beliefs, Attitudes and Values (“BBAV”).3 Broad definitions of these 
tax related constructs and samples of BBAV questions are provided 
below. 

BEHAVIOUR (B) – observable human behaviour. In this case all 
tax behaviours related to tax return lodgment, tax debt payment, or 
not. For example, “Because it takes so much time, I put off 
completing my tax return”. 

BELIEFS (B) – personal statements based on assumed personal 
knowledge or facts such as tax rates are high or tax agents are 
essential to ensure correct lodgment. For example, “Using a tax 
professional guarantees no errors in my tax returns”. 

ATTITUDES (A) – personal opinion based judgments, evaluative 
such as the tax system is fair, or the ATO is the most professional 

                                                 
3 This classification is due to Steve Baldwin. 
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public sector agency. For example, “I have found tax returns too 
difficult to do”. 

VALUES (V) – universal social nouns widely held such as 
Australians do not “dob” on each other. For example, “In Australia 
we expect that everyone will lodge their tax return on time”. 

Eleven of the 93 BBAV survey questions used for the 7 groups 
of taxpayers were identified as inappropriate for tax agents and were 
excluded. One other BBAV question was exclusive to tax agents and 
a block of questions regarding tax agent and client relationships was 
unique to the tax agent questionnaire. Otherwise, the bulk of the 
questions were identical and enabled the detection of any differences 
between taxpayers, tax agents, younger taxpayers and ATO staff 
data. Two open-ended questions were added to reduce any 
perceptions of “forced response” and provide useful qualitative data. 
Taxpayers were given the opportunity to provide comments about 
any concerns they had related to lodgment and tax debt payment and 
their experiences with ATO client service. The available data from 
around 10% of responses was analysed using content analysis and 
supported the ATO client service quantitative findings. 

Thirty selected items from tax return forms were used to test the 
relationship between subjective and objective data (see Appendix B). 
Demographic data collected were age, marital status, gender, 
education level, annual income range and employment status, 
number of dependent children, occupation and type of home 
ownership. Lifestyle questions incorporated all relevant information 
needed to construct a holistic framework. The study encompassed a 
taxpayers’ compliance profile (tax return history), as well as their 
social, psychological, economic, business, income and life issues. 

3. RESEARCH DESIGN 
The study was called The Determinants of Australian Taxpayer 

Compliance to reflect the research interest in the determinants of tax 
compliance or non-compliance. Taxpayers received their 
questionnaires weeks before their tax lodgment was due (31 October) 
in order to promote both awareness of their obligations and enhance 
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response rates. A second copy of the questionnaire was sent out with 
a reminder letter about 3 weeks later and a final reminder letter was 
sent a further two weeks later. 

Selection of the 10-taxpayer research groups was based on 
previously identified (ICS) compliance risk behaviours and taxpayer 
segments deemed key to understanding the relationships between 
taxpayers and the ATO. The selection of 7 of the 10 groups was 
based on “reported” ATO evidence of compliance or non-
compliance. These groups exemplified either reported compliance or 
non-compliance. For expediency, the levels of non-compliance were 
in the main limited to either medium or high-risk probability and 
compliance was “ATO identified and recorded” compliance. 
Compliant taxpayers as behavioural exemplars (either no risk or low 
risk) were the control group against which all other groups were 
compared. Compliance was defined as “reporting all income and 
paying all taxes in accordance with the applicable laws, regulations 
and court decisions”.4 Non-compliance in this study was any 
behaviour that did not adhere to the definition of compliance, be it 
avoidance or evasion. “Tax evasion methods simply ignore or break 
the law, tax avoidance devices use the methods of law to neutralise 
its impact”.5 The 3 special interest groups, tax staff, tax agents and 
younger taxpayers were included to construct a more complete 
framework of key players in tax relationships. 

It was both necessary and desirable to match survey questions 
and tax return data for four reasons. The first was to evaluate the 
significance of using subjective and objective data independently or 
in combination. Secondly, it was possible to cross match and check 
demographic data using surveys and tax returns and to determine the  

                                                 
4 J Alm, B Jackson and M McKee, “Alternative Government Approaches for 
Increasing Tax Compliance” (1992) 90 TNT 260-42; and SB Long and JA Swingen, 
“Taxpayer Compliance: Setting New Agendas for Research” (1991) 25(3) Law & 
Society Review 645. 
5 D McBarnett, “The Construction of Compliance and the Challenge for Control: the 
Limits of Non-Compliance Research” in J Slemrod (ed), Why People Pay Taxes 
(1992)339. 
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accuracy of both sources. Thirdly, the design enabled researchers to 
perform a wider range of analyses and identify factors contributing to 
either tax compliance or non-compliance. Finally, by matching 
survey questions and tax return data according to compliance risk, it 
was possible to assess the ATO’s categorization of risk probability. 

The questionnaire consisted of 94 BBAV questions, 81 BBAV 
questions for tax agents and 93 for all other taxpayers. Together, the 
BBAV data and tax return data formed the critical foundation that 
underpinned the research. Tax return data defined observable 
behaviour and BBAV defined as yet unknown taxpayer perceptions. 

BBAV responses were measured using a 7 point Likert scale 
ranging from 1 = strongly disagree to 7 = strongly agree, plus 8 for 
don’t know and 9 for not applicable. Reverse direction questions 
were not included in this section and in the main avoided. Scales in 
the remaining sections such as questions related to seriousness of 
laws, general life satisfaction and fairness of taxes also used Likert 
scales and ranged either 1-7 to identify the degree of perceived 
seriousness, or level of satisfaction and fairness. A few scales such as 
the tax knowledge quiz and lifestyle questions only required either a 
“yes”, “no” or “don’t know” response. 

Significant measures were undertaken to guarantee the privacy 
and confidentiality of respondents. The de-identification process 
involved multiple coding and recoding that took into account the data 
matching exercise, use of external market researchers, electronic data 
storage and data destruction, as well as access to the information at 
various stages of analysis. Confidentiality and privacy was promised 
in the invitation to participate letters and also on the actual survey 
questionnaires. Respondents were also informed that their individual 
tax return data would be accessed and would be matched to their 
survey responses. They were also advised that involvement was 
voluntary and that irrespective of their decision, no ATO initiated 
action would result. All survey responses were received by the end of 
January 2001. During the 3 month period of survey mailouts and 
collection, a 24-hour hotline number was available for taxpayer 
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enquiries. Generally, respondents’ main concern was privacy or 
possible ATO follow up action if they participated. 

3.1 Results – Response Rates 

Table 1: Sample sizes and Response Rates according to taxpayer 
group 

Group Original 
Population

Survey 
Sample

Useable 
Responses

% Useable 

ATO staff – Personal Tax 2,500 500 358 71.6 
Younger taxpayers NA 500 122 24.4 
Tax agents NA 200 62 31.0 

Compliant 1995-2000 1,127,989 900 292 32.4 
Lodgment Medium risk 168,571 300 82 27.3 
Lodgment High risk 1,616 200 40 20.0 
Tax debt Medium risk 187,026 300 92 31.3 
Tax debt High risk 85,485 200 58 29.0 
Audit risk 160,487 500 185 37.0 
Combined risk 53,501 400 90 22.5 

Total taxpayers 1,784,675 4000 1381 34.6 

Sample sizes were selected according to Australian Bureau of 
Statistics (“ABS”) constructed tables for power of 90% and 
confidence of 95%. The power of a sample survey is the probability 
of correctly detecting a difference between the true population 
proportion and a hypothesised true value. Because of the nature of 
the survey, it was not possible to assume with confidence that the 
responses obtained were random samples of the randomly selected 
target populations. An examination of the “representativeness” of the 
responses was carried out on the demographic and tax characteristics 
of the responding taxpayers in each group. Because of the number of 
data fields involved, some categories displayed varying degrees of 
bias. Overall, over two thirds of the “primary” survey fields (marital 
status, gender, tax agent status, age, CSA status, residence and 
taxable income) displayed bias measures of <10% outside of 
statistical 95% confidence limits. The tax return records of 
responding taxpayers were compared with those for the total mailout 
sample for statistically significant differences in sample and whole 
population profiles. The response data appeared sufficiently 
representative to be confident in the statistical analyses. 
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4. THEORETICAL SCALES – BEHAVIOUR, 
BELIEFS, ATTITUDES AND VALUES (“BBAV”) 

Survey questions were developed to assess BBAV issues for 
non-business individual taxpayers. Behaviour was focussed on 
taxpayer lodgment and tax debt as well as their use of ATO services 
and tax relationships. Beliefs and Attitudes were considered from the 
perspective of how taxpayers perceived their tax relationship and tax 
related environment. Values focused on tax matters only and did not 
target other personal values, institutional values and societal values. 

First, factor analyses were conducted separately on behaviour, 
belief, value and attitude based questions to identify reliable BBAV 
scales. Only 6 statistically reliable measures were identified. The 
results for the 6 BBAV scales and other scales are shown in table 2 
below. A summary of interpretation of each scale is in table 3. 

Table 2: Reliability of BBAV Scales and Other Determinants  
Scales 

SCALES 
BBAV scales & 
5 Determinants 
scales 

 • Belief2 — I believe the ATO is 
fair and professional 

• Belief4 — I believe I know 
enough about tax to meet my 
obligations 

• Behaviour1 — I use an agent to 
avoid tax anxiety 

• Behaviour2 — Tax returns take 
too much effort, so I put it off 
unless there is an incentive 

• Attitude1 — I tolerate / accept a 
certain level of tax avoidance 

• Value1 — Australians believe the 
tax system is fair 

Belief2 0.70 (4 items)  
Belief4 0.63 (3 items)  
Behaviour1 0.78 (5 items)  
Behaviour2 0.77 (4 items)  

Attitude1 0.68 (4 items)  
Value1 0.76 (2 items)  
Seriousness of Laws 0.86 (7 items)   
Satisfaction 0.79 (11 items)  
Knowledge of Tax Laws 0.85 (7 items)  
Fairness of Taxes 0.86 (7 items)  
Knowledge quiz 0.85 (6 items)  
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Table 3: Means and SDs for the Behaviour, Beliefs, Attitudes 
and Values scales (N=1318) 

(Likert scale 1→ = strongly disagree → strongly agree) 

(** Scale – 1, 0, 1 = no, don’t know, yes) 

Scales Interpretation of subscale Mean SD Min Max 

Belief 2* I believe the ATO is fair and 
professional 4.32 .94 1 7 

Belief 4* I believe I know enough to 
meet my tax obligations 4.27 1.36 1 7 

Behaviour 1* I use a tax agent to avoid 
tax anxiety 4.36 1.43 1 7 

Behaviour 2* 
Tax returns take too much 
effort so I put it off unless 
there is an incentive 

3.21 1.35 1 7 

Attitude 1* I tolerate a certain level of 
tax avoidance 2.61 .99 1 7 

Value 1 * Australians believe the tax 
system is fair 3.02 1.61 1 7 

Knowledge 1** True of false basic tax quiz .66 30 -.60 1.00 

Knowledge 2** Knowledge of pre GST 
taxes -.11 .58 -1 1 

Satisfaction Satisfaction with self and 
institutions 4.74 .97 1 7 

Laws Seriousness of laws 5.47 1.37 0 7 

Fairness Fairness of pre GST taxes 4.07 .75 1 7 

The mean scores indicated that all 10 groups of taxpayers (all 
combined survey responses excluding tax agents) did not tolerate 
high levels of tax avoidance and did not believe the tax system was 
fair. They were neutral about the tax office being fair, their ability to 
handle their financial affairs and using a tax agent to avoid tax 
anxiety. They disagreed with the propositions that tax returns took 
too much effort and that they possessed a basic knowledge of tax. 
Taxpayers also acknowledged the seriousness of various laws. These 
sub-scales potentially described taxpayers’ overall perception of how 
the tax system operated at government, tax administration, 
community and individual levels. How taxes were perceived
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depended on how difficult the system was to understand, level of 
taxpayer engagement and whether the taxation system as a whole 
was effective in producing wide-ranging community based, equitable 
and efficient tax outcomes. 

5. CORRELATIONS 
Correlations between the 6 BBAV scales and the selected survey 

scales reported in table 4 were low but statistically significant. Use of 
a tax agent to avoid tax anxiety was negatively associated with both 
perceived fairness and tax knowledge. Belief that taxpayers had 
enough tax knowledge was positively associated with tax knowledge 
scale. Respondents who reported that they did not believe that pre-
GST taxes were fair or did not know enough about them, used a tax 
agent to avoid tax anxiety. Where respondents reported that they had 
low regard for the seriousness of specific offences, or were 
dissatisfied with their personal and wider environment, they put off 
their tax obligations, if there was no incentive to meet them. 

Table 4: Correlations Between BBAV Scales and Selected Survey 
Scales (N=1318) 

** Statistically significant at the <.0001 level 2-tailed 

 
Seriousness 
of Laws 
scale 

Satisfaction 
scale 

Fairness 
scale 

Knowledge 
quiz 

Tax 
Knowledge 

Value1  .21** .29**   .13** 
Attitude1 -.14**    -.11** 
Behaviour1   -.25**  -.34** 
Behaviour2 -.12** -.12**    
Belief2  .17** .28** .10**  .17** 
Belief4   .22** .10**  .36** 

• Value1 – Australians believe the tax system is fair 

• Attitude1 – I tolerate/accept a certain level of tax avoidance 

• Behaviour1 – I use an agent to avoid tax anxiety 

• Behaviour2 – Tax returns take too much effort, so I put it off 
unless there is an incentive 

• Belief2 – I believe the ATO is fair and professional 
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• Belief4 – I believe I know enough about tax to meet my obligations 

6. NEW SCALES – DETERMINANTS OF 
COMPLIANCE 

The 6 BBAV scales utilised only 22 of the possible 93 BBAV 
survey questions and further analyses of the remaining 71 questions 
identified 4 new scales relevant to taxpayer behaviour. These scales 
addressed the broader contextual experience of taxpayers as well as 
possible determinants of tax compliance. The 4 new scales were: (1) 
Intent (non-compliance), (2) Tax is difficult, (3) Why it’s necessary 
to use a tax agent and (4) ATO Client service. Results of the 4 
scales’ statistical reliability are shown below in table 5. 

Table 5: Additional BBAV Scale Reliabilities - See Appendix 
A for List of Items Used in Each Scale 
Scale α Reliability 
  
Experiences of ATO client service 0.85 (8 items) 
Intent to not comply (Non-Compliance) 0.71 (7 items) 
Why it’s necessary to use tax agents 0.77 (5 items) 
Difficulty of tax 0.70 (4 items) 

7. INTENT – NON-COMPLIANCE 
The ATO’s observed compliance risk (low, medium or high risk 

for lodgment, tax debt or audit) as used for segmentation in this 
study, assumed taxpayers’ propensity to either comply or not 
comply. The “Intent” scale was constructed because the available 
and reliable behaviour sub-scales of BBAV were restricted to scales 
that identified tax anxiety and a form of procrastination dependent 
upon incentives. The development of the Intent scale was informed 
by the article of Wearing and Headey.6 The non-compliance intent 
scale consisted of 7 of the 93 questionnaire items – a combination of 
values, attitudes and behaviour items. These 7 questions (see

                                                 
6 AJ Wearing and BM Headey, “The Would-be Tax Evader: a Profile” (1997) 13 
Australian Tax Forum 3. 
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Appendix A) addressed 5 key factors: Taxpayer’s acknowledgment 
of their responsibility to comply, actual ability to comply (guess 
answer), how much to comply or not comply (claim a little or a lot 
more in deductions) and also why not to comply (even things up, 
doesn’t do anyone any harm, it doesn’t matter). The five resultant 
levels of “Intent” ranged from lowest to highest, with responses 
ranging 1-5 from a possible 7. That is, no taxpayers expressed a 
seriously high intent to not comply. 

Table 6: Non-Compliance Intent by Percentage (Scale 1-7) 

Low = 1-3, Medium = 4, High =5, Very high =6-7 
Group classification 1 2 3 4 5 
Compliant taxpayers 31.5 53.1 12.3 2.1  
All Non-compliant taxpayers 28.7 50.6 16.3 3.8 0.5 
Staff 49.7 43.9 5.6 0.8  
Tax agents 51.6 37.1 11.3   
Youth 22.3 44.6 25.6 7.4  
      
Non-compliant Lodgment Medium risk 29.3 47.6 18.3 3.7 1.2 
Non-compliant Lodgment High risk 20 55 25   
Non-compliant Debt Medium risk 33.3 49.5 12.9 4.3  
Non-compliant Debt High risk 36.2 44.8 17.2 1.7  
Audit risk 26.5 55.7 13.5 3.8 0.5 
Combination risk 27 46.1 19.1 6.7 1.1 

Most taxpayers reported low levels of non-compliance “Intent”. 
Tax staff reported the lowest levels of intent to not comply. The non-
compliant sample had a wider distribution of intent. Tax agents 
scored only in the 1-3 range and youth reported the highest 
proportion of intent at level 3. Only a small proportion of taxpayers 
registered level 4 and even fewer at level 5. Whether levels 3-5 
indicated any future non-compliance intent was not clear because tax 
return data was not available for the youth sample and the sample 
size at level 5 was too small for reliable analysis. No taxpayers were 
recorded at levels 6 or 7. 

To better understand the motivation behind risk behaviour, 
“Intent” (to not comply) was used as the dependent variable in the 
preliminary regression analyses. The following results highlighted 
differences between the compliant group, the combined non-



TAX RELATED BEHAVIOURS, BELIEFS, ATTITUDES & VALUES 

(2003) 6(1)  145 

compliant group, tax staff, tax agents and youth. Analyses attempted 
to identify whether using survey data alone, tax return data alone or 
survey and return data combined were more effective means of 
identifying intent. 

Table 7: Correlations Between Scales in Tables 3 and 5 
(N=1318) 

** Statistically significant at the <.0001 level 2-tailed 

 Intent (Non-
compliance) 

Tax is 
difficult

ATO client service Necessary to use 
agents

Value1    .34**  
Attitude1  .82**  -.13**  
Behaviour1  .19** .13** -.27**  .36** 
Behaviour2  .31**  -.17**  
Belief2 -.19** -.10**  .88** -.18** 
Belief4 -.19**   .29** -.32** 

• Value1 – Australians believe the tax system is fair 

• Attitude1 – I tolerate/accept a certain level of tax avoidance 

• Behaviour1 – I use an agent to avoid tax anxiety 

• Behaviour2 – Tax returns take too much effort, so I put it off 
unless there is an incentive 

• Belief2 – I believe the ATO is fair and professional 

• Belief4 – I believe I know enough about tax to meet my 
obligations 

Correlation results reported in table 7 were low but highly 
significant. Behaviour2 (putting off completing tax returns if there is 
no incentive) was positively associated with intent (to not comply) 
and negatively with ATO client service. Value1 (belief that the tax 
system was fair) was positively associated with ATO client service. 
Behaviour1 (use of tax agent to avoid tax anxiety) was positively 
associated with use of a tax agent. Belief4 (knowing enough to meet 
tax obligations) was negatively associated with necessity to use 
agent. The direction of the relationships validated the research model 
and also confirmed the relationships between variables. 
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8. CORRELATIONS BETWEEN INTENT AND TAX 
RETURN DATA – 1999 & 2000 

Non-compliance intent was weakly correlated with observed 
historical lodgment behaviour and default (tax debt) status for 1999 
tax year (see table 8). There were, however, no significant 
correlations between intent and lodgment behaviour for the 2000 tax 
year, possibly because lodgment of returns were still incomplete. 

Table 8: Correlations Between Intent, Lodgment 1999 & 2000, 
Debt 1999 & ATO Compliance Code 

** Correlation is significant at the 0.01 level,. * at the 0.05 level (2-tailed) 

# Compliance code: Compliant =1, non-compliant =0 
N=725 INTENT LODG1999 LODG2000 
INTENT  .08**  
LODG1999 .08*   
LODG2000  .47**  
Default1999 (debt) -.09*  -.21** 
Compliance Code# .08* .13** .17** 

• INTENT – non-compliance intent scale 

• LODG1999 – National Tax System lodgment 1999 

• LODG2000 – National Tax System lodgment 2000 

• Default1999 –National Tax System 1999 – Tax debt status 

• COMPLIANCE CODE – group membership (compliant or non-
compliant) 

9. REGRESSION ANALYSIS OF SURVEY 
QUESTIONS AND TAX RETURN DATA 

In the ATO’s ICS of 8,000,000 non-business taxpayers, less 
than 2% of the population were identified as high compliance risks. 
The ICS study, however, identified several key “life events” as non-
compliance risk probabilities – factors indicating a change of 
circumstances such as child support liability, level of medical 
expenses, change in marital status or change in residential address. 
The current study did not find similar results when analysing 1999 
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and 2000 tax return data only and tax return variables (see Appendix 
B). 

10. MULTIPLE REGRESSION ANALYSES OF THE 
SURVEY QUESTIONNAIRE DATA 

Preliminary analyses indicated that there was little difference in 
results between the various non-compliant groups so all 6 non-
compliant groups were combined for the purpose of multiple 
regressions. The analyses compared 1 compliant group with 1 non-
compliant group unless otherwise stated. The β coefficients from an 
ordinary least squares regression model (stepwise procedure) using 
all 93 BBAV questions and research scales to predict compliance or 
non-compliance are reported below in tables 9 and 10. 

Table 9: Top Two Questionnaire Based Predictors of Intent for 
COMPLIANT TAXPAYERS 

BBAV Question or Scale β value t-value Sig Adjusted 
R2 

 
Total contribution of 10 
predictors was F(10,116)=15.16, 
p>.0001 

   .55 

Attitude When the amount of avoidance is 
small ATO should let it go .40 5.96 .000 .20 

Fair Pay As You Earn is a fair tax -.21 -3.11 .002 .31 

Table 10: Top Three Questionnaire Based Predictors of Intent 
for NON-COMPLIANT TAXPAYERS 

BBAV Question or Scale β value t-value Sig Adjusted 
R2 

 
Total contribution by 16 
predictors was F(16,208) 17.39 
p>.0001 

   .56 

Attitude 
When the amount of avoidance 
is small the ATO should let it 
go 

.17 3.19 .002 .13 

Value Tax system should contribute to 
economic growth -.15 -3.06 .003 .21 

Behaviour 
I put off my tax return because 
I don’t like dealing with 
government agencies 

.17 3.37 .001 .27 
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Intent non-compliance for Compliant taxpayers was accounted 
for by taxpayers whose attitude was that the ATO should let small 
amounts of avoidance go and who perceived the Pay As You Earn 
(“PAYE”) tax system as unfair. Others predictors were not knowing 
where to go for tax advice, disagreeing that ATO staff treated them 
fairly, supporting the abolition of tax returns for non-business 
individuals, agreeing that it was easy to claim for more than you 
were entitled to and that it took too long to find information about 
tax returns. 

The strongest predictor of non-compliance intent for Non-
Compliant taxpayers was the attitude that the ATO should let small 
amounts of avoidance go. Taxpayers also put off completing tax 
returns because they did not like dealing with government 
institutions, disagreed tax evasion was a serious offence, could not 
afford to use a tax agent if they wanted to and were satisfied with 
their ability to deal with their financial affairs. 

The dominance of attitude over other beliefs, behaviour and 
value factors was not expected. Even though the study was 
exploratory, an extensive literature review indicated that issues like 
difficulty with tax and perceptions about fairness and equity would 
dominate. The results in tables 11 to 13 validated segmenting the 
taxpayer population into a user and service provider model, as there 
are distinct differences between general taxpayers, tax staff, tax 
agents and youth. 

Table 11: Top Four Questionnaire Based Predictors of Intent 
for ATO STAFF. 
BBAV Question or Scale β value t- 

value 
Sig Adjusted 

R2 
 Total contribution by 17 

predictors was F(17,160) 14.64, 
p>.0001 

   .59 

Behaviour May have claimed more than 
entitled to 

.38 7.14 .000 .21 

Belief Paying tax necessary for Fed 
government to operate effectively 

-.18 -3.22 .002 .28 

Law Tax evasion is a serious offence -.18 -3.29 .001 .33 
Attitude Tax returns are too difficult to do .23 3.75 .000 .36 
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The strongest predictor of tax staff non-compliance was reporting 
that they had claimed more than they were entitled to. Overall tax 
staff who reported over claiming, disagreed that tax was necessary 
for effective government, disagreed that tax evasion was a serious 
offence, thought tax was difficult, disagreed that the ATO was fair 
with taxpayers it audited, agreed the ATO should let small amounts 
of avoidance go, put off completing their tax returns if there was no 
refund and were self preparers reported a higher propensity to intend 
non-compliance. It was unclear whether non-compliance was a 
deliberate outcome or reflected dissatisfaction with ATO’s client 
service culture. It appeared that staff possibly considered the ATO 
was not severe enough with evaders and that non-compliant 
taxpayers got away with too much. 

Table 12: Top Five Questionnaire Based Predictors of Intent 
for YOUTH 
BBAV Question or Scale β value t- 

value 
Sig Adjusted 

R2 
 Total contribution by 13 

predictors was F(13,48) 38.59, 
p>.0001 

   .91 

Belief It’s difficult to complete a 100% 
correct tax return 

.24 4.34 .000 .32 

Lifestyle Did you use TaxPackExpress in 
1999? 

.33 6.16 .000 .44 

Attitude Anyone who over claims on their 
returns should be severely 
penalised 

-.33 -6.42 .000 .54 

Attitude If there was a “fraud hotline” I 
would report people who evaded 
their taxes 

-.20 -4.16 .000 .62 

Attitude When the amount of avoidance is 
small ATO should let it go 

.37 7.79 .000 .69 

For the youth sample the most significant predictor of non-
compliance intent was the belief that it was difficult to complete a 
100% correct tax return. Other significant factors were disagreement 
that tax offenders should be severely penalised, non-support for a 
fraud hot-line, belief that it was easy to claim more than you are 
entitled to, agreement that tax returns should be lodged on time every 
year and fear of what the ATO might do if they forgot to lodge. 
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There appeared to be a level of uncertainty as well as concern about 
tax. Despite the dismissive attitude, the overall impression was one 
of avoidance of dealing with difficult issues rather than deliberate tax 
avoidance or evasion. The results supported the hypothesis that youth 
lacked tax competence. 

Table 13: Questionnaire Based Predictors of Intent for TAX 
AGENTS 
BBAV Question or Scale β value t- 

value 
Sig Adjusted 

R2 
 Total contribution by 13 

predictors was F(13,48) 38.59, 
p>.0001 

   .68 

Belief It’s difficult to complete a 100% 
correct tax return 

.38 7.14 .000 .15 

Lifestyle Did you use TaxPackExpress in 
1999? 

-.18 -3.22 .002 .30 

Attitude Anyone who over claims on 
their returns should be severely 
penalised 

-.18 -3.29 .001 .42 

Attitude If there was a “fraud hotline” I 
would report people who evaded 
their taxes 

   .56 

Attitude When the amount of avoidance is 
small ATO should let it go 

.23 3.75 .000 .36 

For tax agents the major concern that influenced intent was 
whether or not there would be adequate funds available for 
retirement. This factor and perceptions of the unfairness of 
prescribed payments (“PPS”) accounted for almost half of the 
contribution F(2,41) 9.58, p>.0001 with an adjusted R2 of .30. Tax 
agents working environment accentuated their focus on the financial 
tensions between personal income and tax revenue collection and the 
need to secure funds for future requirements. The issue of fairness 
was also significant for tax agents. A predisposition to develop 
strategies to ensure financial security could be a reflection of the age 
profile of tax agents, 82% of them being over the age of 40 at the 
time of the survey. 

Self reported survey questionnaire data when used alone 
provided a range of factors that identified what collectively 
contributed to the various groups’ taxpaying behaviours. Behaviours, 
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Beliefs, Attitudes and Values all contributed to the regression models 
and a few Laws, Fairness and Satisfaction items appeared in group 
models. Generally these results supported the hypotheses that there 
were differences between the group samples and that there were 
diverse reasons for non-compliance. 

To confirm the value of analysing either survey or tax return data 
independently, or matched survey questionnaire and tax return data, 
1999 and 2000 tax return data were matched with taxpayer’s survey 
questionnaire data. Using intent to not comply as the dependent 
variable, all scales and residual questions, multiple regressions for 
Compliant and Non-compliant samples were tested for each year 
separately. Only 1999 year is reported here, as it was the most 
complete data set at the time of the study. Results are detailed in 
tables 14 and 15 below. 

11. MATCHED SURVEY QUESTIONNAIRE AND 
1999 TAX RETURN DATA 

Table 14: Matched Questionnaire & 1999 Tax Return Based 
Predictors of Intent for COMPLIANT TAXPAYERS 

BBAV Question or Scale β value t- 
value Sig Adjusted 

R2 

 
Total contribution by 19 
predictors was F(19,116) 13.41, 
p>.0001 

   .67 

Attitude 
Q53 When the amount of 
avoidance is small the ATO 
should let it go 

.33 5.34 .000 .20 

Fair Pay As You Earn tax is fair -.27 -4.47 .000 .31 

The 2 strongest survey questionnaire based predictors of non-
compliance intent in the Compliant sample was the attitude that 
when the amount of avoidance is small the ATO should let it go and 
whether PAYE tax is fair. Two tax return items also contributed to 
the predictor model; Taxable income amount and Salary/wages 
amount. Their contributions were small but significant. Once again 
an attitude item dominated explaining intent to not comply. 



 P NIEMIROWSKI, S BALDWIN & AJ WEARING 

152 JOURNAL OF AUSTRALIAN TAXATION 

Table 15: Matched Questionnaire & 1999 Tax Return Based 
Predictors of Intent for NON-COMPLIANT TAXPAYERS 

BBAV Question or Scale β value t- 
value Sig Adjusted 

R2 

 
Total contribution by 16 
predictors was F(16,186) 
14.91, p>.000 

   .55 

Attitude When amount of avoidance is 
small ATO should let it go .12 2.18 .031 .12 

Value Tax law is strict so not many 
abuse it .23 4.35 .000 .26 

Behaviour I might have claimed more 
deductions than entitled to .12 2.37 .019 .54 

Satisfaction Satisfied with standard of 
living -.11 -2.04 .043 .55 

The 2 key predictors of non-compliance intent for non-compliant 
taxpayers were the attitude that when the amount of avoidance is 
small the ATO should let it go and the value that because tax laws 
are so strict few abuse them. The only tax return data in the model 
was total employment termination payment amount. Other 
contributing factors were whether tax evasion was a serious offence, 
whether taxpayers could afford to use a tax agent if they wanted to, 
whether they were satisfied with their ability to handle financial 
affairs and whether they had over claimed. A key finding from the 
tax return data matching was that survey questionnaire items 
dominated the models. Interestingly, more questionnaire items were 
present in the regression model with the inclusion of tax return data. 
Despite the same attitude item being a key predictor for intent, there 
are substantial differences between the compliant and non-compliant 
groups. These will be discussed later. 

The next step in analysing the value of survey questionnaire and 
tax return data was to test the value of tax return data alone. Results 
are reported in tables 16 and 17. 
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12. TAX RETURN 1999 DATA ONLY 
Table 16: 1999 Tax Return Based Predicators of Intent for 
COMPLIANT TAXPAYERS 

Tax return item β value t- 
value 

Sig Adjusted R2 

Total F(1,291)6.19, p>.0001    .05 
Total rebates amount .15 2.61 .01 .02 
Work related deductions amount .20 3.18 .002 .03 
Assessment issued amount -.17 -2.65 .009 .05 

The effectiveness of using the selected tax return data as a 
predictor of non-compliance intent for compliant taxpayers was very 
limited. Total tax rebates, work related expense deductions and the 
assessment issued amount were the only items predicting intent. 

Table 17: 1999 Tax Return Based Predictors of Intent for NON-
COMPLIANT TAXPAYERS 

Tax return item β value t-value Sig Adjusted R2 
Total F(1,502)7.58, p>.001    .05 
Total ETP amount .14 3.22 .001 .02 
Other deductions amount -.09 -2.14 .03 .03 

The two statistically low predictors of non-compliance intent for 
the combined six groups of non-compliant taxpayers were 
Employment Termination Payment amount and other deductions 
amount. Support for using tax return data alone was not 
substantiated, as tax return data did not effectively explain tax 
compliance. The results thus far did, however, support combining all 
non-compliant taxpayer groups, not only because of sample sizes but 
because there was no identifiable difference in their BBAV and tax 
compliance behaviours. All these results provided the platform from 
which to consider how BBAV, compliance behaviour (especially 
intent) interacted and produced either tax compliance or non-
compliance. 
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13. SERIOUSNESS OF LAWS – TAX EVASION 
Ninety two percent of tax agents agreed that tax evasion was a 

serious offence, as did 86.2% of compliant taxpayers, 85.3% of tax 
staff, 80.3% of non-compliant taxpayers and 72.7% of youth. Twelve 
point eight percent of youth thought tax evasion was not a serious 
offence, as did 9.6% of non-compliant taxpayers, 5.7% of tax staff, 
3.5% of compliant taxpayers and 1.6% of tax agents. Overall tax 
evasion ranked 4th out of seven legal offences. Drink driving, stealing 
and doing drugs ranked above tax evasion and shoplifting, driving an 
unregistered vehicle and not having the proper licence ranked below. 

Whilst the level of acknowledgment of the seriousness of tax 
evasion was high there were several factors that impacted taxpayers’ 
perceptions. Taxpayers did not appear to fully understand the 
consequences of tax evasion for the community. Any attitude such as 
“it did not do anyone any harm” could impact on behaviour. For 
example, evasion, if viewed as a “rules and regulations” problem 
rather than theft, fraud or illegal law breaking might produce 
different behaviour. There are no immediately observable, serious or 
deadly consequences of tax avoidance as with drink driving or 
drug/substance abuse. Tax evasion has a social cost, but the 
consequences are not self-evident. Because tax offenders are rarely if 
ever incarcerated for their offences, their names not reported (unless 
it is a sensational case) and no wider shame is associated with the 
offence, tax evasion could be seen more as something that everyone 
does. There was no overall identifiable tolerance level for minimal/ 
acceptable tax evasion. Taxpayer respondents disclosed that they had 
over claimed on deductions, but disagreed that offenders should be 
jailed or that they would “dob-in” tax evaders. 

Table 18: Seriousness of Tax Evasion by Percentage According 
to Taxpayer Group 
 Serious% Neutral % Not serious % 
Compliant 86.2 10.2 3.5 
Non-Compliant 80.3 10.1 9.6 
Staff 85.3 9.1 5.7 
Tax agents 91.8 6.6 1.6 
Youth 72.7 14.5 12.8 
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Song and Yarbrough’s research provided an insight into 
subjective judgment and tax ethics. Their research population did not 
see tax evasion and fraud as serious crimes. Compliance behaviour 
was explained by fear of detection by enforcement agencies and the 
inequitable use of tax loopholes. Their survey research findings 
emphasised high levels of “tax dissatisfaction”, perceived unfairness, 
declining levels of tax ethics and political trust. There were concerns 
that the tax administration did not reflect the desires of the people – 
“taxation without representation”.7 

Governments require legitimacy from their citizens: ideological, 
functional and moral legitimacy. Without support for political and 
economic principles and effective institutions, Yankelovich 
concluded that “tax attitudes may reveal more about the declining 
functional and moral legitimacy of governments”.8 

14. QUALITATIVE DATA – CLIENT 
RELATIONSHIPS 

Qualitative data provided insights into taxpayers’ perceptions 
and ATO experiences. Content analysis identified some already 
known factors and highlighted others not clearly recognised. These 
factors might affect not only taxpayers’ relationship with the ATO 
but their compliance levels as well. 

Question (a) “Did you contact the ATO” (1998/99) and “Did you 
experience any difficulties with the service?” 

Question (b) “What are some of your concerns that you might 
have in dealing with the ATO about completing an overdue tax 
return or paying a tax debt?” 

One hundred and fourteen people offered responses about ATO 
client service, a rate of 11.1%. Of those who did complain, many had 
multiple complaints. Complaints about ATO client service were 

                                                 
7 YD Song and TE Yarbrough, “Tax Ethics and Taxpayer Attitudes: a Survey” 
[1978] Public Administration Review 442. 
8 D Yankelovich, “A Crisis of Moral Legitimacy” (Fall 1974) Dissent 0526. 
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varied but could be distributed into 9 categories. The most frequent 
complaints were telephone-waiting times and that staff did not know 
the answer to questions. For example, “Being on hold for long period 
of time and being transferred several times before being assisted”. 

The types and totals are summarised in tables 19 and 20 below. 

Table 19: Question (a) Types of Experienced Service 
Difficulties 

Complaint type Number % 
Telephone waiting times 38 24.6 
Tax Office didn’t know answer 38 24.6 
Being passed around 19 12.3 
Rudeness and insensitivity 16 10.4 
Unsatisfactory outcome and/or slow delivery 16 10.4 
Other/unclear complaint 11 7.1 
Poor Tax Office English language skills 8 5.2 
Tax Office didn’t return call 6 3.9 
Lack of face to face contact 2 1.2 
Total 154  

Table 20: Question (b) Tax Related Concerns (A Response Rate of 
18.2%) 

Type of concern Number % 
No concerns 26 13.3 
Fear of penalties and/or Tax Office insensitivity 59 30.1 
Ability to pay / time to pay 39 19.9 
Poor Tax Office service 24 12.2 
Fear of subsequent victimisation/retribution 15 7.7 
Uncertainty of knowing what to do 11 5.6 
Workload 8 4.1 
System unfairness 7 3.6 
Other 7 3.6 
Total 196  

Taxpayers who did respond to the tax concern related question 
(table 20) reported strong negative perceptions about what the ATO 
might do to non-compliant taxpayers. For example, “I’m worried that 
the tax office may be too harsh with regards to paying a tax debt and 
not take personal family problems into account”. 

Perceptions of an all-powerful organisation lead taxpayers to 
report high levels of anxiety about the consequences of their genuine 
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errors or avoidance. Most responses displayed an uncertainty about 
tax processes and were reported in terms indicative of powerless 
victims. The threat of substantial penalties compounded by concerns 
about how they would repay their tax debts was a major issue. The 
level of ATO service and insensitivity were also reported as 
concerns. Tax was not a subject of expertise for most taxpayers and 
their exposure to it was generally on a needs basis, or at tax time. Not 
knowing what to expect from the ATO or what to do was an 
underlying driver of some of the taxpayers’ problems with tax. 
Thirty percent of responses related to insensitivity, penalties and fear 
of reprisals. 

15. UNDERSTANDING HOW INTENT INTERACTS 
WITH COMPLIANCE 

The present study confirmed that understanding non-compliance 
and risk segmentation is complex. The key variable – “Non-
Compliance Intent”, complements the Compliance Model premise 
that attitudinal and behavioural postures, not only tax related 
outcomes, determine what explains taxpaying compliance and/or 
non-compliance. There is a possibility that these levels of intended 
compliance behaviour predispose the postures identified in the ATO 
Compliance Model. Additional research would determine whether 
levels of intended non-compliance were precursors to the ATO 
Compliance Model’s postures of commitment, capitulation, 
resistance and disengagement. If intent were a precursor, then intent 
was mediated by intervening factors such as ATO client service, use 
of tax agent, knowledge, difficulty of tax system, sociological, 
psychological, economic and life events resulting in a particular 
compliance posture. Taxpayers who intended compliance may have 
risked non-compliance because of perceived more important 
personal issues and those who intended non-compliance were 
deterred from doing so because they could not morally justify their 
intentions. 

Figure 2 and table 6 show how intent levels were distributed 
according to taxpayer risk group. The ATO model of compliance and 
the intent model of non-compliance do not visually share the same 
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distribution of taxpayer behaviours so direct comparisons are not 
feasible. The reasons are that the ATO Compliance Model does not 
assign compliant taxpayers to the base level, or indicate upward 
progression towards the apex of non-compliance. Within the ATO 
model non-compliance could occur at any point, high or low, of the 
pyramid. In contrast, the intent model identifies the majority of 
taxpayers at the second level of non-compliance and the presence of 
more serious non-compliance to be less evident. 

Figure 2. Determinants Non-Compliance Intent Model (N=1319 due 
to missing data) 

 
The composite scale of intent was produced using the responses 

from all ten groups, compliant and non-compliant taxpayers 
combined. Future research needs to identify possible differences 
between all taxpayer groups. The very low concentration of intent to 
not comply level 5 may support the premise that the research results 
for intent are an underestimation of its true relationship with 
observed behaviour. The low percentage reported at level 5 intent 
was a gratifying result and the levels reported by youth could be 
taken as a signal that there was potential for their non-compliance. 
How these intent levels compared with previous taxpaying typology  
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was not totally clear. Nevertheless, it was evident that intent was 
potentially a precursor to future observed behaviour. The expected 
relationships with observed behaviour did not eventuate and future 
research might determine why. 

16. TAX COMPLIANCE RELATIONSHIPS 
The overall relationships between taxpaying behaviour and intent 

produced mixed results. Results from self reported behaviour 
provided coherent measures of compliance. The relationships with 
tax return data were statistically weak. There was no conclusive 
evidence that Intent and actual behaviour related to either lodgment 
or tax debt risk. The reason why is still unresolved. 

17. RELATIONSHIPS BETWEEN COMPLIANCE 
AND INTENT 

The results indicated that taxpayers had a low level of tax related 
knowledge and in the main depended on tax agents to assist them. 
There was a clear transfer of taxpayers’ tax responsibility. Tax 
agents in Australia are the intermediaries between the ATO and their 
taxpaying clients. Close to 75% of non-business taxpayers use a tax 
agent. Agents do act primarily as tax return processors, but their role 
as principal advisors means that they also assist clients with legal tax 
minimisation and correct reporting. Their relationship with taxpayer 
compliance may be viewed as “compliance in form rather than in 
substance, undermining rather than bolstering enforcement”.9 Kidder 
and McEwen call them “Compliance Brokers”.10 Roth, Scholz and 
Witte suggested that “if practitioners can be encouraged to foster 
compliance in their clients, enforcement resources could be 
concentrated on the most problematic areas”.11 

                                                 
9 McBarnet, above n 5. 
10 R Kidder and C McEwen. “Taxpaying Behaviour in Social Context: A Tentative 
Typology of Tax Compliance and Non Compliance” in JA Roth, JT Scholz and AD 
Witte (eds). Taxpayer Compliance (Vol 2, 1989) 50. 
11 JA Roth, JT Scholz and AD Witte. Taxpayer Compliance (Vol 1. 1990) 178. 
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Other research has found that there was a higher risk of tax 
avoidance and evasion where tax professionals have prepared 
returns.12 Tomasic and Petony and Nixon recognised the 
intermediary role that tax practitioners had in the Australian taxation 
system.13 Because of their dual responsibility (tax system and client), 
some taxpayers might see agents as unpaid agents or clients of the 
ATO.14 However, agents have to strive to balance the tension 
between moral values and supporting excesses similar to the tax 
scheme era of the 80s. Taxpayers perceived moral responsibility as 
the exclusive domain of tax advisors and they expected tax agents to 
be fully accountable, produce a 100% correct tax return and provide 
accurate advice 

Seventy five percent of the tax agent sample reported that they 
often anticipated their clients’ tax problems and 56.5% could 
anticipate their clients’ future problems. Fifty three percent of tax 
agents claimed to have dropped clients that did not meet their tax 
obligations. Seventy point five percent of tax agents reported that 
their clients didn’t always tell the truth about their tax matters and 
90.3% agreed that clients sometimes delayed lodging tax returns so 
that they could delay paying their tax debts. Forty seven percent of 
tax agents reported that some clients threaten to go elsewhere if they 
did not agree with their clients’ instructions about their tax matters. 

This tension in the client relationship places tax agents in an 
unenviable position. They take on the responsibility for conducting 
an ethical and law-abiding business and at the same time are directed 
to represent their clients’ best interests. How tax agents influenced 

                                                 
12 IG Wallschutzky, “Possible Causes for Tax Evasion” (1984) 5 Journal of 
Economic Psychology 371. 
13 R Tomasic and B Petony, “Taxation Law Compliance and the Role of 
Professional Tax Advisers” (paper presented at a tax compliance workshop held at 
the Taxation Business and Investment Law Research Centre and KPMG Peat 
Marwick Hungerfords. University of NSW; August 1989); and T Nixon, “Current 
Problems in Tax Decision Making. Do Tax Agents Assist Voluntary Compliance?” 
(1998 unpublished). 
14 B Jackson and V Milleron. “Tax Preparers: Government Agents or Client 
Advocates?” (May 1989) 167 Journal of Accountancy 76, 82. 
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final outcomes was not investigated in greater detail. Tax agents and 
taxpayers mediated how these obligations were met but it is not clear 
whose involvement took precedence or why. The taxpayer and tax 
agent relationship will require closer exploration and should remain 
the focus of relationship management. 

18. COMPLIANCE INTENT AND COMPLIANCE 
BEHAVIOUR 

Results in table 6 indicate that between 95.5% and 100% of the 
sample reported that they had no, low or neutral levels of non-
compliance intent. This result was surprising given that 49.91% (274 
of the 549 lodgment or tax debt non-compliant taxpayers) were 
identified, according to ATO tax return history as either 100% 
medium or high risk. 

According to the Australian national tax return data system, 3.8% 
of taxpayers did not meet their lodgment obligations in 1999. The 
taxpayer sample was according to observed behaviour fairly 
compliant with regard to lodgment and less compliant in the tax debt 
area. Low Intent can be taken to reflect taxpayers’ own standards of 
compliance or non-compliance, compared to those expected of them 
by the ATO (and the law). It is unclear whether taxpayers truly 
understood what levels of compliance the tax office expected. If low-
level avoidance was not pursued by the ATO then that behaviour 
would in turn set the tolerance level of what was or was not 
acceptable taxpayer compliance behaviour. 

19. INTENT AND ATO CLIENT SERVICE 
ATO Client Service was identified as a taxpayer issue. Tax 

agents and high-risk taxpayers in particular reported lower levels of 
satisfaction. In an environment of constant structural, processual 
change and tax reform, this issue will remain a priority. It needs to be 
noted that this study was conducted pre GST and tax reform. It is 
anticipated that the levels of satisfaction with ATO client service 
have since been affected. ATO client service was associated strongly 
with fairness, tax being difficult, satisfaction and knowledge, using 
an agent and non-compliance intent. For the Youth and Non-
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Compliant taxpayer group in particular, if expectations of ATO client 
service were not met, Non-Compliance Intent increased. 

The qualitative data also evidenced dissatisfaction with various 
key Taxpayers’ Charter areas. Staff insensitivity, time left waiting, 
quality of responses/advice, access to advice and personnel and fear 
of reprisals were key risk areas and will require on-going 
interventions. Proposed interventions need to address very specific 
client expectations. Taxpayers concerns are for fair and professional 
service, accurate and timely advice, as well as sensitivity to 
individual circumstances and greater flexibility with tax debt 
repayment. 

20. CONCLUSION 
The results indicated that in the main Australian non-business 

taxpayers were compliant, that there was a propensity to comply and 
that there was no “tax rage”. Nevertheless, taxpayers did indicate that 
they tolerated low levels of non-compliance and saw this behaviour 
as a common method of gaining justice. The factors that impacted 
taxpayers’ ability to maintain compliance collectively contributed to 
increased risk behaviour. The data suggest that the ATO should 
continue its commitment to client service, increase collaborative 
relationships with tax agents, provide broader tax education 
programs that include improving tax competence and managing 
financial affairs and publicise more widely that tax debt repayment 
options are available. Taxpayers expected to be treated with respect 
and wanted more assurance and information about what might 
happen to them should they not meet their compliance obligations or 
be targeted for an audit. Different strategies would apply for 
taxpayers who were indisputably non-compliant. Nevertheless, all 
taxpayers expected to be treated fairly, professionally and with 
integrity. Taxpayer co-operation is dependent on their tax 
experiences as well as intent to comply. A focus on younger 
taxpayers and personalized strategies to engage tax behaviour and 
build knowledge was seen as contributing to future compliance. 
Generally, taxpayers would benefit from further ATO assistance and 
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education to better understand and meet their tax compliance 
obligations. 

Relationships between sub-scales of beliefs, attitudes and values 
were identified, but they did not form any strong relationship with 
either self-reported behaviour, or ATO-classified compliant or non-
compliant risk behaviour. Instead, taxpayers exhibited tax anxiety 
and held beliefs that tax agents were necessary because tax was 
difficult. Behaviour was affected by these factors and contributed to 
non-compliance Intent. The premise that taxpayers “intended” to not 
comply was not evidenced. If the research had been limited to only 
the 1% to 2% of taxpayers identified as high-risk, results might have 
been significantly different. In fact there was little to separate the 
groups of compliant and non-compliant taxpayers. Future research 
would benefit from comparing only the two extremes of tax 
behaviour – compliant and highest risk. Non-compliance or 
compliance was preceded by factors from personal and 
environmental circumstances. These factors then impacted 
taxpayers’ capacity to meet their obligations. Avoidance of dealing 
with tax problems rather than deliberate tax avoidance were, in the 
main, a major contributor to actions defined by tax law as tax 
avoidance. It is not clear whether high-risk taxpayers displayed the 
same characteristics because the sample size of those with high intent 
was too small – less than 30. 

Despite “Intent” not providing the expected direct relationship to 
observed taxpaying behaviour (tax return data), it is likely that 
because the research sample did not include sufficient numbers of the 
2% most serious risk non-compliant taxpayers, the current results are 
an underestimation of the true relationship and limit the research 
value. Additional insight into whether those taxpayers considered tax 
evasion a serious offence would provide an alternative means of 
identifying whether this sample was as non-compliant as the ATO 
perceived. 



 P NIEMIROWSKI, S BALDWIN & AJ WEARING 

164 JOURNAL OF AUSTRALIAN TAXATION 

Appendix A: 

Questionnaire items for 4 new scales listed in table 5 and for 
BBAV (Attitude 1) 
Scale question items 
Experience of ATO client service
1. The ATO gives advice without delay 
2. The ATO gives me accurate advice 
3. ATO staff treat me fairly 
4. I am satisfied with the service the ATO provides 
5. ATO staff are helpful when dealing with my enquiries about tax returns 
6. In my opinion, the ATO is professional in the way it treats me as a taxpayer 
7. The ATO is fair and considerate with those who get audited 
8. 8. The ATO believes nearly everyone pays their shares of taxes 

1. It is everyone’s responsibility to pay the correct amount of tax (reversed) 
2. It is everyone’s responsibility to comply with the tax laws (reversed) 
3. Underpaying tax does not do anyone any harm 
4. If I am not quite sure of something on a tax return, I guess the answer 
5. It does not matter if people claim a little more in deductions than they are entitled to 
6. 6. It does not matter if people claim a lot more in deductions than they are entitled to 

1. Whenever I use a tax professional, I get good advice 
2. Because I find the tax forms to be so unclear, I get someone else to prepare my tax 

return 
3. Using a tax professional ensures that I claim all my entitlements 
4. Using a tax professional guarantees no errors in my tax returns 
5. 5. A good reason to use a tax professional is because they get better service from the 

ATO than ordinary tax 
Tax is difficult 
1. Even tax professionals find it difficult to understand the reasoning behind tax rulings 
2. Changes in the tax law make it difficult to understand which deductions you can claim 
3. 3. In my opinion, tax laws and regulations are always changing, so it is very difficult to 

get a tax return exactly right. 
Attitude 1 (tolerance for some tax avoidance) 
1. It does not matter if people claim a little more in deductions than they are entitled to 
2. It does not matter if people claim a lot more in deductions than they are entitled to 
3. Because the tax law does not treat everyone equally, a person is entitled to “even 

things up” by not declaring all information correctly 
4. When the amount of avoidance is small the ATO should let it go 
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Appendix B: Tax Return Data Items Used 

TRDB and NTS Tax return database items for 1999 and 2000 
income years 
• Marital status 
• Tax agent user code 
• Total income amount 
• Taxable income amount 
• Salary wages amount 
• Work related deductions amount 
• Other deduction amount 
• Medicare levy in tax amount 
• Net income amount 
• Net tax amount 
• Assessment issued amount 
• Balance payable refundable amount 

(refund or tax debt) 
• TID amount (tax installments) 
• Low income rebate amount 
• Income level code (as at last lodgment) 

• Taxable salary wages amount 
• CSA code (Child support/ 

maintenance) 
• Total other business income amount 
• Superannuation contribution amount 
• Non-employer super contribution 

amount 
• Unemployment / benefits amount 
• Total ETP amount (Employment 

termination payment) 
• Total rebates amount 
• Dividend franked amount 
• Allowance or benefit amount 
• Aged pension amount 
• Total expenses amount 
• Net rental amount 
• Total business income amount 
• NTS lodgment history – return and 

default (1995-2000) 
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TAXATION AGENTS  
AND  

TAXPAYER COMPLIANCE 

By Pauline Niemirowski* and Alexander J Wearing∗∗ 
For over forty years an important and enduring applied taxation 

research question has been one of finding effective interventions to improve 
compliance. Attention is typically focused on taxpayers who take 
responsibility for preparing their own tax returns. In this second article 
drawn from the Australian Determinants of Australian Taxpayer 
Compliance study,∗∗∗ the role of the tax agent is investigated. A sample of 
compliant and non-compliant taxpayers was selected according to their 
historical tax return profiles and risk probability and 839 responded. A 
group of 62 tax agents also responded. A questionnaire encompassing 
behaviours and values, beliefs and attitudes, competency, fairness, tax 
knowledge, satisfaction and lifestyle was administered by mail. The study 
identified several factors related to compliance, the role of tax agents, and 
relationship between taxpayers and tax agents. These factors included 
taxpayers’ experience of ATO client service, their perceptions that tax was 
difficult and the necessity to use a tax agent to complete tax returns 
correctly. The results indicated that tax agents served three key roles: 
providing tax advice, correct tax return preparation and lodgment, and risk 
management for tax minimization. An implication of these results is that the 
ATO should treat tax agents as an increasingly important part of the 
compliance process. 

                                                 
* PhD candidate, Department of Psychology, University of Adelaide. 
∗∗ Professor, Department of Psychology, University of Melbourne. 
Direct enquiries to: 
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authors wish to thank Chris Mobbs of the ATO for his helpful and stimulating 
comments on earlier versions of this article. 
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1. INTRODUCTION 

The workload and technological change involved in processing 
an ever increasing number of taxation returns led the Australian 
Taxation Office (“ATO”) to introduce self-assessment in 1986/87, 
with the consequence that taxpayers, as self-preparers, would 
become increasingly responsible for the correctness of their own tax 
returns.1 This strategy resulted in a new focus on client service, and a 
more supportive treatment of salary and wage earners because the 
ATO in Australia recognised an additional responsibility to assist 
taxpayers meet their tax obligations if the new system was going to 
work as intended.2 The ATO also realised the limitations of detection 
and negative sanctions. Tax administrators adopted the view that 
responsiveness (responsive service) and fairness (procedural 
fairness) would increase compliance and facilitate compliant self-
preparation.3 The ATO Taxpayers’ Charter and development of the 
ATO Compliance Model specifically addressed these two issues.4 

In summary, the ATO has not only accepted a responsibility to 
be an initial arbiter of the law, but it now believes it must be seen to 
facilitate this process of compliance, and demonstrate empathy with 
taxpayers’ expectations. Flexibility in individual cases, and improved 
communication about the tax system, are an essential part of this 
undertaking. Moreover, not only must there be a motivation to 
comply on the part of the taxpayers, but the task of compliance must 

                                                 
1 ATO, “Where to With Tax Assessment?” (Michael Carmody, Commissioner of 
Taxation, CEDA address Public Education Meeting, 3 July 1997, Brisbane). 
http://www.ato.gov.au/print.asp?doc=/content/sp9703.htm accessed 05/09/03. 
2 ATO, above n 1. 
3 ATO, “Administering Australia’s Tax System or ‘Walking the Tightrope’“ 
(Michael Carmody, Commissioner of Taxation, Monash University, Law School 
Foundation Lecture, 30 July 1998). 
http://www.ato.gov.au/corporate/content.asp?doc=/content/sp9805.htm 
accessed 30/09/03. 
4 ATO, “Improving Tax Compliance in the Cash Economy” (1998); V Braithwaite, 
“Managing Tax Compliance: the Evolution of the ATO Compliance Model” (Paper 
presented at the 4th International Conference on Tax Administration, April 2000, 
Sydney); and M D’Ascenzo, “Y2K Relationships – The ATO and You Post 2000” (2000) 
34(8) Taxation in Australia 421. 



TAXATION AGENTS AND TAXPAYER COMPLIANCE 

168 JOURNAL OF AUSTRALIAN TAXATION 

be straightforward enough to be easy to complete without error. 
Accordingly, in Australia, current tax reform aims for simplicity and 
cost effectiveness.5 

This goal may not be easy to reach. For many taxpayers, their 
most frequent contact with the ATO is through use of documentation 
(eg Tax Pack). Unfortunately, not all taxpayers find tax documents 
easy to understand, despite attempts to promote accessibility via a 
process of simplification.6 Generally, however, these simplification 
attempts have not been widely perceived as successful. For many 
taxpayers, documentation sent from the tax department is 
unrewarding and non-engaging. This could be due to the complexity 
of the process and level of language or the time and costs involved in 
processing. The avoidance reaction could also be due to fear of 
making errors, thus drawing the attention of the ATO and receiving 
penalties.7 

Nevertheless, despite any difficulties that a taxpayer may have, 
there is an implicit assumption on the part of the ATO that taxpayers 
are rational to the extent that, with the aid of TaxPack, they are able 
to handle the task of preparing their tax returns. On this assumption 
of rationality, any mistakes may be seen as not due to incompetence, 
but to a lack of commitment to lodging a correct tax return. Indeed 
taxpayers may, if they are rational financial maximizers, be taking 

                                                 
5 ATO, “The Changing Tax Landscape” (Michael Carmody, Commissioner of 
Taxation, Address to the Institute of Chartered Accountants in Australia Networking 
Luncheon, May 2002). 
http://www.ato.gov.au/content.asp?doc=/content/Corporate/sp200204.htm accessed 
22/05/2003; and ATO, “Tax Office Making it Easier to Comply” (Media release Nat 
03/76, 21 July 2003) http://www.ato.com.au/print.asp?doc=/content/mr2003076.htm 
accessed 27/07/2003. 
6 S James and I Wallschutzky, “Tax Law Improvement in Australia and the UK: The 
Need For a Strategy For Simplification” (2000) 18(4) Fiscal Studies 445; and ATO, 
“Listening to the Community” (2000). 
http://www.ato.gov.au/fsmke/ATO/ePub_30679.htm accessed 22/05/2003. 
7 A Niemirowski, AJ Wearing and S Baldwin, “Tax Related Behaviours, Beliefs, 
Attitudes and Values and Taxpayer Compliance in Australia” (2003) 6 Journal of 
Australian Taxation 132. 
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advantage of the opportunity of self-assessment to engage in what 
some may call unethical tax minimization. 

The present study drew on data collected in the course of 
carrying out the ATO’s Determinants of Australian Tax Compliance 
study.8 The Determinants study involved preparing a survey 
instrument that was circulated to a wide range of taxpayers, tax 
officers and tax agents. The full study addressed psychological, 
economic, compliance, social and individual aspects of the 
taxpayer’s environment in relation to tax. The current article focuses 
on taxpayers and tax agents and the relationship between them. The 
findings of this study confirmed that taxpayers’ compliance 
behaviour was in the main similar to tax agents with only a few 
significant differences. In part, taxpaying behaviour related to 
beliefs, attitudes and values, ATO client service, sense of financial 
competence, difficulty in meeting tax obligations, perceptions about 
the necessity to use tax agents, tax knowledge, and who was 
responsible for compliance when tax returns lodged were prepared 
and lodged by tax agents. This article addresses five specific issues; 
why taxpayers may or may not self prepare and whether they can be 
regarded as rational minimisers, the Baldwin Tax process Model, 
ATO client relationships, why taxpayers use tax agents, and the 
differences between taxpayers and tax agents. Of particular interest 
was the choice of self preparation or tax agent preparation, 
perceptions of a need to engage a tax agent, and the consequences of 
tax lodgment in relation to compliance behaviour and any difficulties 
in meeting tax obligations. 

2. THE TASK OF SELF-PREPARING 

Even though it may be assumed by the ATO that the average 
taxpayer, armed with a copy of Tax Pack, should be able to complete 
their own tax returns, the task of completing a correct tax return may 
not be a simple one. There are many antecedents of tax compliance, 
ranging from events that occur shortly before lodgment, to events 
occurring in the less recent past. 

                                                 
8 Niemirowski et al, above n 7. 



TAXATION AGENTS AND TAXPAYER COMPLIANCE 

170 JOURNAL OF AUSTRALIAN TAXATION 

Antecedents of compliance may include maintaining appropriate 
records and receipts for tax-deductible goods/services. This may 
involve storage of financial records in a safe location. Acquisition of 
detailed knowledge is also required about allowable expenses. Year-
to-year, the personal fund of information about expenses and 
allowances will change, according to regulatory variations within the 
taxation system. Successful yearly lodgment may require an update 
of this personal “fund of knowledge” with new data. Most tax 
lodgment skills are based on previous successful “on time” 
completion of tax returns. On time lodgment requires that taxpayers 
know the appropriate submission dates and deadlines for completion. 
Knowledge of penalties and ATO sanctions may act as an incentive 
for on time completion. 

For many taxpayers, successful lodgment involves drawing on a 
repertoire of skills that are neither well learned, nor strongly 
established. The infrequent (although regular) yearly cycle of tax 
lodgment means that even amongst compliant taxpayers the 
repertoire of skills is not rehearsed frequently or routinely. The 
difficulties involved in the preparation of a tax return may often 
involve a range of related maladaptive behaviours, including 
postponement, procrastination, prevarication, denial, delay, and hold-
ups. 

Furthermore, “lodgment” is not a single activity but a complex 
task with multiple related elements.9 Several inter-related financial 
management skills are required. These include, but are not limited to, 
numeracy, literacy, abstract thinking, monetary formulations and 
reasoning. Successful lodgment requires each of these skills. 
Moreover, achieving lodgment requires completion in a specific 
sequence. 

For some taxpayers however, even basic numeracy skills 
(addition, subtraction, multiplication and division) may prove too 
demanding in everyday life. In the potentially challenging context of 
tax lodgment some taxpayers could perceive the task as 
                                                 
9 M McKerchar, “A Study of Complexity and Unintentional Non-compliance for 
Individual Non-business Taxpayers in Australia” (2002) 17 Australian Tax Forum 3. 
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overwhelming, and avoid it completely. Hence the relative 
complexity of tax lodgment demands financial management skills 
that require continuing rehearsal throughout the tax year, a rehearsal 
that often does not occur. 

Preliminary descriptive analyses on compliant and non-compliant 
taxpayers identified a pattern of aversive tax behaviour based on 
perceptions of taxpayers’ own tax competence, need for a tax agent 
and also experience of ATO client service. Steve Baldwin10 
developed this schema, and the authors refined and expanded it into a 
working model titled the Baldwin Tax Process Model (see results 
section). 

Figure 1: The Baldwin Tax Process Model (“BTP Model”) 

In any one financial year, taxpayers have the option to self 
prepare within a fixed four month lodgment period (proximal). This 
requires them to undertake a sequence of behaviours to accomplish 
successful lodgment and compliance – collecting all relevant records, 
forms, receipts, carefully interpret instructions, fill out the forms, 
check the forms, and lodge the forms. Alternatively, taxpayers may 
choose to lodge their tax returns through a tax agent and extend their 
lodgment period (distal) as well as transfer their compliance 
responsibilities. 

                                                 
10 The BTP Model was constructed on the basis of working notes that Steve Baldwin 
left behind before his unexpected death. 
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TAX RETURN LODGEMENT CYCLE 

 
Antecedents may also include aspects of the individual’s 

personal experiences of other public sector services. For example 
each taxpayer has an accumulated personal history with various 
public sector organisations (eg welfare, social security, and 
employment). Although there is no obvious organisational 
connection between these different public sector agencies, individual 
taxpayers may perceive them as connected. Moreover, personal 
experience in one public sector organisation may be (inappropriately) 
generalised into another organisation. According to their personal 
history, the collective set of imported beliefs, attitudes, knowledge 
and values may be negative or positive. Whether these dispositions 
toward public sector organisations are positive or negative may 
determine many of the subsequent responses of individual citizens 
toward their taxpaying. Many of these inter-linked beliefs, attitudes,
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knowledge and values will directly affect their taxpaying compliance 
behaviour. As more public sector organisations share client 
knowledge to detect and penalise non-compliance, taxpayers will 
report that the whole public sector is typically helpful and caring or 
distrustful and punitive. 

This analysis indicates that the successful completion of a tax 
return is based on complex patterns of behaviour that may date back 
at least eleven months before the next tax lodgment. Moreover, if a 
taxpayer has an incomplete tax submission history (ie a pattern of 
yearly non-lodgment) the important behavioural repertoire may date 
back several years. Hence, to achieve a shift of taxpaying behaviour 
from non-compliance to compliance, ingrained beliefs and practices 
may need to be modified. These changes may include acquisition of 
new financial management skills, eg keeping weekly records of work 
related expenditure or a logbook. 

Successful tax lodgment may demand permanent change on the 
part of the taxpayer. At any one time, the most accurate predictor of 
future lodgment is previous lodgment behaviour.11 The quality of 
client service relationships between the taxpayer and taxation office 
staff may therefore be crucial to promote and maintain change in 
behaviour. Where the taxpayer has an incomplete, uneven or patchy 
history with the taxation office, development of a new association 
with a tax professional/agent may promote an improved relationship 
with the government department. 

3. THE NEED FOR A TAX AGENT 

The complexity of compliance and the need for a continuing 
relationship with an advisor, either from the ATO or elsewhere, may, 
in the mind of the taxpayer, make a tax agent necessary. For many 
compliant taxpayers, successful lodgment is assisted directly by the 
personal relationship already developed with a tax agent. Some of 
the most powerful antecedents of “correct lodgment” (ie on time, 
fully completed) are based on advice from the tax agent, which will 

                                                 
11 The Integrated Compliance Study (“IC Study”) was an ATO study of compliance 
risk probabilities for non-business taxpayers. 
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be accustomed to shape compliance behaviour. Such behavioural 
“shaping” may include requests for more specific fiscal details (eg 
receipts, dockets, bills, proof of payment or purchases). This shaping 
process may also involve more specific advice to exclude (eg advice 
not to submit claims that are ineligible or inappropriate) or include 
(eg advice to submit a claim that will qualify as a deduction) specific 
elements of the tax submission. The tax agent may play a significant 
role in ensuring compliance. 

4. CONSEQUENCES OF TAX LODGMENT 

A range of positive and negative consequences may flow from 
tax lodgment. Some of these consequences increase the probability 
of subsequent compliance behaviour. Other consequences decrease 
the probability of subsequent compliance. Both reward and 
punishment are used in the current taxation system. Taxpayers may 
perceive other types of intrinsic rewards and punishment, in addition 
to the tax related benefits or entitlements resulting from compliant 
behaviour. For example, no further action by the taxation office 
could be viewed as a reward, and a request for substantiation of 
future claims as a punishment. 

All of these factors associated with reward and punishment might 
lead a taxpayer to seek expert advice as a means for ensuring positive 
consequences for the taxpayer. More particularly, the tax agent may 
be expected to be able to assist the taxpayer to reduce the uncertainty 
as to whether the outcome will be rewarding or aversive. 

5. AIMS OF THIS STUDY 

The aims of this study are fivefold. First, to see why taxpayers 
may or may not decide to self-prepare, and whether there is support 
for a rational maximizer model of tax compliance. Second, whether 
or not there is support for the BTP Model12 (Figure 1). Third, to 
describe how taxpayers see the ATO and consider how that 
perception might affect their decision to self-prepare or use a tax 
agent. Fourth, to see why taxpayers use tax agents, and not simply 

                                                 
12 This model is due to Steve Baldwin. 
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self prepare, using ATO services to answer their queries. One might 
expect that because the system was designed for use by self-
preparers, and tax agents are expensive, that most taxpayers would 
self-prepare. In fact this is not so, as according to the ATO’s IC 
study approximately three taxpayers in four use a tax agent.13 Fifth, 
to determine whether there are any important differences between the 
views of taxpayers and the views of tax agents. 

6. METHOD 

6.1 Determinants Study and Sample Selection 

The original study was called the Determinants of Australian 
Taxpayer Compliance to reflect the research interest in the 
determinants of tax compliance or non-compliance. Tax agents 
received their questionnaires ahead of taxpayers because it was 
necessary to schedule distribution during a period least likely to 
impact on their workloads. All taxpayers received their 
questionnaires several weeks before their tax lodgment was due (31 
October) in order to promote both awareness of their obligations and 
enhance response rates. A second copy of the questionnaire was sent 
out with a reminder letter about three weeks later, and a final 
reminder letter was sent a further two weeks later. 

As indicated above, the data for this study was drawn from the 
Determinants of Australian Taxpayers Compliance study. The whole 
sample consisted of compliant taxpayers, non-compliant taxpayers, 
tax office staff, tax agents and younger taxpayers. The selection of 
the taxpayers was based on “reported” ATO evidence of tax 
compliance or non-compliance. The focus of the present study was 
on tax agents, compliant and non-compliant taxpayers only. 

The authors developed the questionnaire in collaboration with 
key ATO officials who played a significant role in the drafting of tax 
specific questions. The questionnaire consisted of 94 behaviour, 
beliefs, attitudes and values (“BBAV”) questions in total, 81 BBAV 
questions for tax agents, and 93 for all other taxpayers. The BBAV 

                                                 
13 ATO, above n 11. 
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responses were measured using a 7 point Likert scale ranging from 1 
= strongly disagree to 7 = strongly agree, plus 8 for don’t know and 9 
for not applicable. The tax knowledge quiz required either a yes, no 
or don’t know response. 

Significant steps were undertaken to guarantee the privacy and 
confidentiality of respondents. This included multiple de-
identification and coding, invitation to participate letters, advance 
information that individual tax return data would be accessed and 
matched to survey responses, that involvement was voluntary and no 
ATO initiated action would result. All survey responses were 
received by the end of January 2001. During the three month period 
of survey mailouts and collection, a 24-hour hotline number was 
available for taxpayer enquiries. Generally, respondents’ main 
concern was privacy or possible ATO follow up action if they 
participated. 

All potential taxpayer respondents were compliant in 1995. This 
baseline taxpayer tax compliance behaviour provided the opportunity 
to compare groups and identify any differences in subsequent years. 
For the 1995 tax financial year approximately 6,000,000 Australian 
non-business taxpayers were potentially eligible for selection. The 
research design targeted seven specific tax compliance behaviours. 
To be eligible for selection, only taxpayers aged 21 to 65 who were 
deemed compliant in 1995, and were Australian residents with no 
bankruptcy, final return not necessary, or deceased indicators were 
included. The taxpayers were selected from this final pool. 

The tax risks used in the study were non-lodgment, non-payment 
of debt, history of audits with risk probabilities identified as either 
medium, high and a combination of at least two non-compliant risks. 
2,800 compliant and non-compliant taxpayers, based on reported 
taxpaying behaviour, were selected at random to receive invitations 
to participate in the survey. 

Selection of the taxpayers was based on “reported” ATO 
evidence of tax compliance or non-compliance. These groups 
respectively exemplified either reported tax compliance or non-
compliance, where tax compliance was “ATO identified and 
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recorded” tax compliance. Compliant taxpayers were behavioural 
exemplars (no risk or low risk) and also the theoretical control group 
against which all other groups were compared. Tax compliance was 
defined as “reporting all income and paying all taxes in accordance 
with the applicable laws, regulations, and court decisions”.14 Non-
compliance in this study was any tax lodgment or debt behaviour that 
did not adhere to the definition of tax compliance. “Tax evasion 
methods simply ignore or break the law, tax avoidance devices use 
the methods of law to neutralise its impact”.15 

The tax agent sample was selected as follows. The final data set 
of 2,800 taxpayer survey recipients included current tax agent 
details. A sample of 200 tax agents was randomly drawn from the 
pool of tax agents who represented the 2,800 taxpayers. 

6.2 The Questionnaire16 

Draft survey questionnaires were developed and piloted during 
1998 and 1999. The topics included tax related behaviours, beliefs 
attitudes and values, client experiences with the ATO, individual 
demographics, lifestyle factors, perceptions of the seriousness of 
laws, levels of satisfaction with various institutions and aspects of 
life, and knowledge about specific taxes and their fairness. The 
context of the survey reflected the philosophy and principles of the 
ATO Compliance Model and ATO Taxpayers’ Charter. 
Demographic details such as gender, age, income, education level, 
home ownership and occupation were collected. Measures of 
satisfaction, seriousness of laws, knowledge of taxes, a tax quiz and 
fairness of taxes were included to construct a holistic view of the 
taxpayer environment. 

                                                 
14 J Alm, B Jackson and M McKee, “Alternative Government Approaches for 
Increasing Tax Compliance” (1990) 90 TNT 260-42; and SB Long and JA Swingen, 
“Taxpayer Compliance: Setting New Agendas for Research” (1991) 25 Law and 
Society Review 645. 
15 D McBarnett, “The Construction of Compliance and the Challenge for Control: 
The Limits of Non-Compliance Research” in J Slemrod (ed), Why People Pay Taxes 
(1992) 339. 
16 Niemirowski et al, above n 7. 
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6.3 Representativeness 

The response rate for taxpayers was 34.6% and 31% for tax 
agents. Because of the nature of the survey, it was not possible to 
assume with confidence that the responses obtained were random 
samples of the randomly selected target populations. Accordingly, an 
examination of the “representativeness” of the responses was carried 
out on the demographic and tax characteristics of the responding 
taxpayers in each group. The records of responding taxpayers were 
compared with those for the total mail out sample for statistically 
significant differences in sample and whole population profiles. The 
response data appeared sufficiently representative to confirm 
confidence in the sample. It may be noted that 86% of the 
respondents used tax agents as compared with about 75% vis-a-vis 
the individual non-business taxpayer population. 

7. RESULTS 

As indicated above, the aims of this study are fivefold. First, to 
see why taxpayers may or may not self-prepare, and whether there is 
support for a rational maximizer model of tax compliance. Second, to 
see whether or not there is support for the BTP Model. Third, to 
describe how taxpayers see the ATO. Fourth, to see why taxpayers 
use tax agents, and not simply self prepare. Fifth, to determine 
whether there are any important differences between the views of 
taxpayers and the views of tax agents. 

Preliminary descriptive analyses identified a pattern of 
significant taxpayer behaviours and perceptions that supported a tax 
process model. That is, non-compliant taxpayers were significantly 
different to compliant taxpayers. Non-compliant taxpayers exhibited 
certain behaviours and beliefs, attitudes and values that could explain 
their non-compliant behaviour. All significant items are tabled in 
table 1 below. 

Table 1: Items Showing 24 Significant Differences Between 
Compliant & Non-compliant Taxpayer Responses 
(Means 1-7)1= strongly disagree, 7= strongly agree * indicates reverse direction of 
response 
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Item Items supporting the Baldwin Tax Process Model 
Non-compliant taxpayer responses 

Non-comp 
Mean/SD 

Comp 
Mean/SD 

Q2 In the past when I have needed help with tax matters 
I have gone first to my friends 2.85/1.81 3.14/1.93 

Q13 Before my tax return is prepared, I have readily 
available all the tax information and records I need 5.50/1.53 5.79/1.27 

Q16* It takes too much time to find the information 
necessary for my tax return 4.11/1.74  3.60/1.63 

Q19 Tax returns should be lodged on time every year 5.36/1.48 5.60/1.40 

Q22 Compared to business, wage earners pay a greater 
share of their income tax 5.05/1.83 5.44/1.52 

Q25 All long-term tax debt should be pursued by the 
ATO 5.38/1.38 5.68/1.25 

Q26 Unpaid taxes reduce the effectiveness of the Federal 
Government’s operations 5.15/1.57 5.38/1.35 

Q29 Underpaying taxes does not do anyone any harm 2.45/1.39 2.22/1.13  

Q30 Because it takes so much time, I put off completing 
my tax return 3.77/1.90 3.26/1.83 

Q31 Because it is uninteresting, I put off completing my tax 
return 3.57/1.78 3.29/1.78 

Q32 Even if I do not expect a refund, I lodge my tax return 
as soon as possible 4.48/1.80 4.87/1.77 
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Q34 I put off completing my tax return because I do not 
like dealing with government agencies 

3.16/1.65 2.86/1.48 

Q35 When I do not expect a refund, I put off completing 
my tax return 

2.94/1.58 2.69/1.45 

Q47 It doe not matter if people claim a lot more in 
deductions than they are entitled to 

2.14/1.30 1.92/1.09 

Q50 Tax reform would help the ATO do a better job in 
explaining how the tax system works 

4.59/1.5 4.82/1.26 

Q55* The ATO is fair and considerate with those who get 
audited 

3.89/1.25 4.08/0.98 

Q62 Even tax professionals find it difficult to understand 
the reasoning behind tax rulings 

4.84/1.36 4.62/1.31 

Q67 In the past I have not always lodged a tax return, 
even when it was necessary 

2.08/1.46 1.75/1.23 

Q72 Paying taxes is necessary so that the Federal 
Government can operate effectively 

5.49/1.41 5.76/1.13 

Q74 It is everyone’s responsibility to comply with the tax 
laws 

5.86/1.09 6.03/0.89 

Q79* It is better to have many taxes that are low than a 
few taxes that are high 

4.23/1.51 3.90/1.45 

Q86 If I forgot to lodge my tax return one year, and did 
not get caught, I might not lodge the following year 
because I would be too worried about how the ATO 
would deal with me 

3.15/1.78 2.78/1.53 

Q89 In Australia there is a widespread belief that that 
smart people can avoid paying the correct amount of 
tax 

5.34/1.49 5.58/1.26 

Q92* If the ATO set up a “fraud hotline”, I would use it to 
report people who seemed to evade their tax 
obligations 

3.70/1.70 4.02/1.62 
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Responses for both compliant and non-compliant taxpayers 
were generally in the same direction, but there were twenty four 
significant differences. A significant proportion of non-compliant 
taxpayers were less organized or engaged with the tax process, found 
tax returns more difficult and more time consuming, and were more 
motivated by tax refunds. Taxpayers would not report anyone who 
seemed to evade taxes but agreed that the ATO should pursue all 
outstanding tax debts and that taxes were necessary for effective 
government. Overall, the results indicated that non-compliant 
taxpayers were less tax competent. The lack of tax competence could 
explain their general lack of organisation and why they 
procrastinated or avoided their lodgment obligations, and were more 
likely to depend on the expertise of a tax agent. Nevertheless, both 
non-compliant taxpayers and compliant taxpayers transferred their 
responsibilities to tax agents because of the complexity and time 
involved with tax. 

7.1 Response Rates 

Table 2: Response Rates for Taxpayers and Tax Agents 

 Responses Sent Response 
rate Representativeness 

Taxpayers 839 2800 34.6% 

Response rates were satisfactory and 
representativeness of the taxpayer sample 
was confirmed. Ninety seven percent of the 
839 responding taxpayers used tax agents, 
and only 3% were self-preparers. 

Tax 
agents 62 200 31% NA 

The results and tables 3 to 9 are presented according to the five 
research aims 
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Table 3: Reasons Why Taxpayers May or May Not Self Prepare 
(Aim la) Attitudes, Beliefs, Behaviour & Values Relating to Tax 
Returns and Taxpayer Competence to Understand Tax Law 
Likert scale 1 to 7. 1=strongly disagree; 7=strongly agree 

Item 
number Mean % 

Agree 
% 

Disagree Item 

    Knowledge, confidence and competence

13 5.60 84 11 
Before my tax return is prepared, I have readily 
available all the tax information and records I 
need 

81 5.08 60 3 Tax laws and regulations sometimes seem to 
contradict one another 

18 4.48 51 28 I have found tax returns too difficult to do 

16 3.93 38 40 It takes too much time to find the information 
necessary for my tax return 

17 2.92 14 63 In my opinion tax return forms are easy to 
complete 

59 2.63 16 72 The taxation law is straightforward and clear 

12 2.56 16 75 I know the tax laws well enough to prepare my 
own tax return 

    Understanding of tax law and ethics

27 6.14 93 2 It is ethical to claim for everything you are 
entitled to 

28 6.04 93 3 It is everyone’s responsibility to pay the correct 
amount of tax 

    Engagement

30 3.59 35 50 Because it takes so much time, I put off 
completing my tax return 

31 3.48 30 51 Because it is uninteresting, I put off completing 
my tax return 

    Motivation to lodge a tax returns

32 4.62 57 43 Even if I do not expect a refund, I lodge my tax 
return as soon as possible 

33 3.93 36 39 If I think the refund will be more than $500, I 
complete my tax return as soon as possible 

35 2.85 14 86 When I do not expect a refund, I put off 
completing my tax return 

    Knowledge maintenance & competency

63 5.18 69 10 Changes in the tax law make it difficult to 
understand which deductions you can claim 

64 5.12 66 12 
In my opinion, tax laws and regulations are 
always changing, so it is very difficult to get a tax 
return exactly right 

75 4.73 57 22 It is difficult to complete a tax return 100% 
accurate tax return 

37 4.59 57 43 Filling out a tax return on my own makes me feel 
worried 
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62 4.76 51 11 Even tax professionals find it difficult to 
understand the reasoning behind tax rulings 

    Fear of detection
70 4.97 58 10 There is a strong chance that a taxpayer will get 

audited by the ATO 
51 4.84 63 16 I prepare my own tax return correctly because 

there is a strong chance I would get caught if I 
didn’t 

From Table 3, one can see why the respondents are reluctant to 
self-prepare, and are concerned about their mistakes being detected. 
Although it can be time consuming, there was no problem in getting 
the information ready, but the tax forms were difficult to fill in, and 
not easy to complete. Tax law is too difficult for many taxpayers. A 
majority (75%) agrees that they do not know the tax laws well 
enough to prepare their own tax returns. They complained that tax 
laws are always changing, and sometimes contradict one another. In 
short, it is difficult to get a tax return 100% correct; mistakes seem 
both inevitable and highly likely to be detected. This view was not 
confined to taxpayers; tax agents held the same opinion. Forty three 
percent of taxpayers indicated that refunds were a possible incentive 
to lodge tax returns sooner. Carroll17 supported this finding. He 
reported that taxpayers used a “refund frame” when dealing with tax 
returns. Taxpayers considered the total tax paid, the current refund or 
debt amounts, and also compared these to the previous year’s 
amount. 

                                                 
17 JS Carroll, “How Taxpayers Think About Their Taxes” (Paper presented at the 
Tax Compliance and Tax Law Enforcement Conference, University of Michigan, 
1990). 



TAXATION AGENTS AND TAXPAYER COMPLIANCE 

184 JOURNAL OF AUSTRALIAN TAXATION 

Table 4: Rational Maximizer (Aim 1b) Selected Taxpayer Attitudes 
– the Rational Tax Minimizer Model 

Item 
number 

Mean % 
Agree 

Item 

45 4.58 49 Even if they do not have all the receipts and records, most 
people claim all their entitlements 

46 2.83 12 It does not matter if people claim a little more in deductions 
than they are entitled to 

47 2.06 4 It does not matter if people claim a lot more in deductions than 
they are entitled to 

49 4.70 60 In Australia it is expected that everyone will only claim for 
deductions that they are entitled to 

52 2.44 8 Because the tax law does not treat everyone equally, a person is 
entitled to even things up by not declaring all information 
correctly 

65 4.64 23 Amounts of over claiming I might have done are insignificant 
compared to the tax avoidance by wealthy people 

For those concerned that a rational maximizer would be an ardent 
tax minimizer, only 49% thought that most people claimed for all 
entitlements even if they did not keep relevant records. The view was 
strongly held that although it is ethical to claim one’s entitlements, 
people should pay the correct amount of tax. Nevertheless, between 4 
and 12% of taxpayers did consider avoidance to be not serious, and 
23% rationalized any possible avoidance behaviour by saying it was 
insignificant when compared to what the wealthy did. Whilst 
taxpayers do not report personal overt tax minimization behaviours, 
it could be that they transfer the task of legal tax minimization to 
their tax agents. 

Further results provided a moderate level of support for Aim 2, 
the BTP Model. Getting information together was not regarded as a 
serious problem for 40% of respondents, but there was no indication
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of competence, ie whether taxpayers collected or organized it (Table 
3). A 1997 ATO Media release reported that many taxpayers kept 
“inadequate” records, failed to declare all income and claimed 
incorrect deductions.18 Considering also the tax maximizer, finding 
the task uninteresting affected completion for only 30% of taxpayers, 
and 35% of respondents procrastinated. Positive incentives such as 
large refunds were reported as having no effect for 36%, and the 
absence of incentives seemed to make no difference for 43%. 
Negative incentives, however, such as the possibility of punishment 
had a significant effect on 58 to 63% of the taxpayers’ evaluation of 
their situation (Table 3). 

                                                 
18 ATO, “Get Your Tax Return Right First Time” (Media release Nat 97/23). 
http://www.ato.gov.au/content.asp?doc=/content/Corporate/mr9723.htm accessed 
03/10/2003. 
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Table 5: ATO Client Relationships (Aim 3). Attitudes, Beliefs, 
Behaviour & Values Relating to Perceptions About Tax & the ATO 
Likert scale 1 to 7. 1=strongly disagree; 7=strongly agree 

Item 
number 

Mean % 
Agree 

% 
Disagree 

Item 

39 4.39 32 11 ATO staff treat me fairly 

43 4.38 32 11 ATO staff are helpful with my enquiries about tax 
returns 

44 4.36 35 14 In my opinion, the ATO is professional in the way 
it treats me as a taxpayer 

11 4.30 32 14 The ATO gives me accurate advice 

40 4.30 38 18 I am satisfied with the service the ATO provides 

5 4.05 27 21 The ATO gives me advice without delay 

55 3.85 17 18 The ATO is fair and considerate with those who get 
audited 

3 3.82 33 42 I avoid asking the ATO for advice about my tax 
return 

1 2.99 23 61 I have gone to the ATO first for help with tax 
matters 

According to Table 5, the respondents feel positively about 
the ATO, but not strongly so. The ATO is seen as providing prompt 
and accurate advice, being fair, professional, and helpful. In general 
respondents pronounced themselves satisfied. All these views, 
however, were lukewarm. One reason for this may be that many 
taxpayers do not approach or seek advice from the ATO, are ignorant 
of its services, and therefore do not have either positive or negative 
views. 
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Table 6: Tax Agent Attitudes, Beliefs, Behaviour & Values Relating 
to the ATO Ranked According to Mean 

Likert scale 1 to 7. 1= strongly disagree; 7 = strongly agree 

Item Mean % 
Agree 

% 
Disagree 

Item 

56 5.11 79 18 Nowadays the ATO is making a big effort to try to 
help taxpayers understand laws and regulations 

51 4.35 55 34 I prepare my own tax return correctly because there 
is a strong chance I would get caught if I didn’t 

55 4.13 40 32 The ATO is fair and considerate with those who get 
audited 

40 4.00 48 42 I am satisfied with the service the ATO provides 

70 3.98 47 39 There is a strong chance that a taxpayer will get 
audited by the ATO 

53 3.31 27 57 When the amount of avoidance is small the ATO 
should let it go 

There were, however, some beliefs that were strongly held about 
the ATO. As indicated in table 6, 55% of tax agents reported that any 
mistakes in a tax returns were likely to be detected, and 47% 
reported that there was a strong chance that taxpayers will be 
audited, a rational maximizer attitude. In fact, enforcing the law was 
seen as a proper function of the ATO, with 57% of the tax agent 
respondents disagreeing that the ATO should let even a small amount 
of avoidance go. Perhaps because of its assessment function, 
taxpayers did not see the ATO as the first place to go for help. 
Taxpayers’ lack of skills and tax knowledge may also contribute to 
their reluctance to contact the ATO. Another reason could be that 
taxpayers prefer a one-stop remedy and the tax agent saves them 
contacting two resources. Nevertheless, the views of the respondents 
about the ATO seem positive, so on the face of it, there would seem 
to be little need for tax agents. 
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Table 7: Why Taxpayers Use a Tax Agent (Aim 4). Attitudes, 
Beliefs, Behaviour & Values Relating to Taxpayers Perceptions of 
Why They Use a Tax Professional – Ranked According to Mean 
Likert scale 1 to 7. 1= strongly disagree; 7 = strongly agree 

Item Mean % 
Agree 

% 
Disagree 

Item 

6 5.93 87 9 Because I do not want to make any mistakes I use a tax 
professional to prepare my tax return 

90 5.78 87 13 It is the responsibility of tax professionals to ensure 
that their clients pay the correct amount of tax 

9 5.77 86 7 Using a tax professional ensures that I claim all my 
entitlements 

4 5.52 81 10 Whenever I use a tax professional I get good advice 

7 5.38 75 17 Because I do not understand all the questions I use a 
tax professional to prepare my tax return 

10 5.09 71 9 Using a tax professional guarantees no errors in my tax 
returns 

8 4.86 61 24 Because I find the tax forms to be so unclear, I get 
someone else to prepare my tax return 

42 4.74 53 16 A good reason to use a tax professional is because they 
get better service from the ATO than ordinary 
taxpayers 

An examination of table 7 suggested that the respondents found 
the boundary between the lawful and unlawful difficult to draw. 
They want to pay no more tax than they must, but want to stay within 
the law and prefer to remain less visible. They are happy to not only 
transfer lodgment to tax agents, thereby extending the time frame, 
and use their (or their tax agent’s) knowledge to minimize their tax, 
but they also unconsciously or deliberately attempt to transfer any 
related concerns of responsibility and accuracy about claiming all 
their entitlements. Taxpayers who use tax agents transfer the
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responsibility of correct lodgment and risk of detection to paid 
advisers. 

It is not surprising that taxpayers turn to tax agents for assistance. 
They are seen to give good advice and ensure the avoidance of 
mistakes. Where people find the forms unclear, are not sure what 
entitlements to claim, and wish to ensure that there are no detectable 
errors, then a tax agent can help. Tax agents are also seen as getting 
better service from the ATO. Even so, tax agents can still find it 
difficult to complete a tax return. This confidence that a tax agent 
can complete a tax return correctly is very high. Compared to the less 
enthusiastic endorsement of the ATO service, tax agents are seen as 
able to manage the vagaries of the Tax Act. 

Tax agents act as taxpayers’ advisors, risk takers and risk 
minimizers and as mediators and knowledge gatekeepers for the 
ATO. The relationship they have with taxpayer clients is based on 
lodging a correct tax return while achieving maximum entitlements. 
Whether this is to the ATO’s or clients’ advantage is not always 
clear. Tax agents’ relationship with clients is based on a paid service 
and expectation of minimum risk. A majority of tax agents reported 
that they were able to anticipate client tax problems and future tax 
problems. Their clients sometimes delayed lodging, and were not 
always truthful (Table 8). Clients who did not meet tax obligations 
were dropped by only half of the tax agents, and almost half 
experienced client threats to go elsewhere if they disagreed with 
client instructions. 
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Table 8: Taxpayer and Tax Agent Relationships 

Item label Tax client Relationships % Yes % No 

E Clients sometimes delay lodging 90 8 

O Anticipate client tax problems 76 16 

C Clients not always truthful 71 23 

A Anticipate future tax problems 57 26 

B Ever dropped a client who did not meet their tax obligations? 53 39 

D Clients threaten to go elsewhere 47 39 

Tax agents appear to hold the role of tax arbiter and must juggle 
their professional and legal obligations. Tax agents currently hold the 
prominent role of regulator of taxpayer compliance behaviour. When 
asked if tax agents should not keep as clients any taxpayers who 
evade taxes, or whether they had dropped clients who failed to meet 
their tax obligations the results showed that only half of the tax 
agents did so (Tables 8 and 9). This lack of conformity enables 
taxpayers, if they wish, to shop around for an obliging tax agent who 
will assist them to evade their tax obligations. Taxpayers’ 
perceptions of their tax agents and “ideal” tax agents influence their 
choice of a tax agent. Taxpayers may seek a “creative accountant, 
aggressive tax planner”, a “cautious minimizer of tax”, or the “low 
risk, no fuss” type to achieve their tax goals and obligations.19 Tax 
agents have obligations to meet the tax industry’s practicing 
standards and while these standards fulfill an educational and 
advisory role for practicing tax agents, those standards will become

                                                 
19 Y Sakurai and V Braithwaite, “Taxpayers’ Perceptions of the Ideal Tax Advisor: 
Playing Safe or Saving Dollars?” (Centre for Tax System Integrity Working Paper 
No 5, May 2001). http://ctsi.anu.edu.au/publications.html accessed 02/10/03. 
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more important as the ATO and tax law “push for more due diligence 
on the part of tax practitioners”.20 

Table 9: Differences Between Taxpayers and Their Tax 
Agents (Aim 5). A Comparison of the Means for Taxpayer and 
Tax Agents for Selected Items Ranked According to Difference 
Score 
* Independent sample t-test- statistically significant differences in means to p<.05 
(95% confidence level) 

TP 
Item 

Taxpayer 
(TP) Mean 

TA 
Item 

Tax 
agent 
(TA) 
Mean

TA-TP 
Difference Item 

     Client service relationships and 
expectations 

43 4.38 29 4.92 0.54* ATO staff are helpful when dealing with 
my enquiries about tax returns 

56 4.63 42 5.11 0.48* 
Nowadays the ATO is making a big 
effort to help taxpayers understand laws 
& regulations 

39 4.39 26 4.71 0.32* ATO staff treat me fairly 

3 3.82 1 4.05 0.23 I avoid asking the ATO for advice about 
my tax return 

55 3.95 41 4.13 0.18 The ATO is fair and considerate with 
those who get audited 

44 4.36 30 4.50 0.14 In my opinion, the ATO is professional 
in the way it treats me as a taxpayer 

53 3.48 39 3.31 -0.17 When the amount of avoidance is small 
the ATO should let it go 

40 4.30 27 4.00 -0.3 I am satisfied with the service the ATO 
provides 

11 4.30 5 3.89 0.41* The ATO gives me accurate advice 

5 4.05 2 3.55 -0.5* The ATO gives me advice without delay 

                                                 
20 J Gardner, S Willey and V Moore, “CPA’s Responsibilities in Tax Practice” (Jan 
1989) 59(1) The CPA Journal 12. 
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51 4.96 37 4.35 0.61* 
I prepare my tax return correctly as there 
is a strong chance I would get caught if I 
didn’t 

70 4.97 56 3.98 0.98* There is a strong chance that a taxpayer 
will get audited by the ATO 

     Tax return behaviour

35 2.85 22 3.76 0.90* When I do not expect a refund, I put off 
completing my tax return 

33 3.93 21 4.48 0.54* 
If I think the refund will be more than 
$500, I complete my tax return as soon 
as possible 

81 5.08 67 5.47 0.39 Tax laws and regulations sometimes 
seem to contradict one another 

75 4.73 61 5.03 0.31 It is difficult to complete a tax return 
100% accurate tax return 

31 3.48 19 3.77 0.30 Because it is uninteresting, I put off 
completing my tax return 

64 5.12 50 5.39 0.27 
In my opinion, tax laws and regulations 
are always changing, so it is very 
difficult to get a tax return exactly right 

27 6.14 16 6.39 0.25 It is ethical to claim for everything you 
are entitled to 

28 6.04 17 6.29 0.25 It is everyone’s responsibility to pay the 
correct amount of tax 

17 2.92 7 3.08 0.16 In my opinion tax return forms are easy 
to complete 

63 5.18 49 5.23 0.05 
Changes in the tax law make it difficult 
to understand which deductions you can 
claim 

32 4.62 20 3.74 -0.87* Even if I do not expect a refund, I put off 
completing my tax return 

     Ethics and tax responsibility

90 5.78 76 5.32 -0.45* 
It is the responsibility of tax 
professionals to ensure clients pay the 
correct amount of tax 

Na na 80 5.21 NA Tax agents should not keep as clients, 
taxpayers who avoid taxes 

     Tax Knowledge – True/False Quiz

TF
1 .71 TF

1 .87 .16* 
New employees must complete an 
Employment Declaration within 14 days 
of starting job 
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TF2 .62 TF2 .78 .14* 
Employers are required to lodge 
Employment declarations within 28 days 
of new employee start 

TF3 .81 TF3 .61 -.20* Everyone aged 16yrs and over earning 
any income should have a tax file number 

When we consider the tax agents we find that in general 
taxpayers and tax agents are in broad agreement. Where they differ, a 
difference might be expected because of special knowledge and 
perceptions of responsibility. Eighty seven percent of taxpayers 
agreed that it was the responsibility of tax agents to ensure that their 
clients paid the correct amount of tax (Table 7), but only 13% of tax 
agents agreed with this position. Taxpayers place tax management 
responsibility on the shoulders of their tax agents. The tax agents, 
however, are unwilling to accept this role or level of responsibility. 
Tax competence is based on taxpayers having a basic level of tax 
knowledge and tax agents having expert knowledge. The quiz items 
were based on those used at secondary schools for tax file number 
registration education. As expected, statistically there was a 
significant difference in level of knowledge between tax agents and 
taxpayers. Nevertheless, tax agents scored higher on only two of the 
three items. 
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Table 10: Aim 5 – Differences between tax agents and 
taxpayers Independent t-test significance p<.05 

Item 
Tax 

Agent 
Means 

Taxpayer 
Means 

Tax 
Agent 

SD 

Taxpayer 
SD t df Significance 

level 

Q5 3.55 4.05 1.59 1.42 -2.64 877 .01 

Q11 3.89 4.30 1.46 1.30 -2.38 874 .02 

Q35 3.76 2.85 1.79 1.54 4.40 889 .0001 

Q39 4.71 4.39 1.50 1.20 2.01 894 .04 

Q51 4.35 4.96 1.98 1.61 -2.81 886 .005 

Q70 3.98 4.97 1.69 1.30 -5.57 878 .0001 

Q90 5.32 5.78 1.59 1.25 -2.70 885 .01 

Knowledge 
TF1 .87 .71 .47 .53 2.17 871 .02 

Knowledge 
TF2 .78 .62 .56 .54 2.24 865 .03 

Knowledge 
TF3 .61 .81 .77 .48 -2.87 871 .004 

8. DISCUSSION 

As we have said, the aims of this study were fivefold. First, to 
see why taxpayers may or may not self-prepare, and whether there 
was support for a rational maximizer model of tax compliance. 
Second, to see whether or not there was support for the BTP Model. 
Third, to describe how taxpayers saw the ATO. Fourth, to see why 
taxpayers used tax agents, and not simply self prepare. Fifth, to 
determine whether there were any important differences between the 
views of taxpayers and the views of tax agents. 

Between 95.5% and 100% of the sample reported that they 
intended to be compliant. This result was surprising given 59% of the 
taxpayers were identified, according to reported and recorded ATO
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tax return history as either medium or high risk. According to the 
Australian national tax return data system, 3.8% of taxpayers did not 
meet their lodgment obligations in 1999. The taxpayer sample was 
according to observed behaviour fairly compliant with regard to 
lodgment and less compliant in the debt area. 

Aims 1a and 1b: Why Taxpayers May or May Not Self Prepare and 
Are They Rational Maximizers 

Taxpayers may prefer not to self prepare because of their limited 
knowledge and competence, their understanding of the tax law, their 
engagement levels with tax related documents, the limited 
motivation available (refund vs penalty), and also the high demands 
of tax knowledge maintenance and competence (Table 3). There are 
also concerns about genuine mistakes and their consequences. There 
is little support for a “rational minimizer” view of the taxpayer. 
Taxpayers want to complete satisfactory tax returns, to get the refund 
they deserve, and to stay out of trouble. 

Aim 2: The BTP Model – Self-preparing 

The results (Table 3) provided moderate support for the BTP 
Model and can be taken to reflect taxpayers’ own standards of 
taxpaying behaviours, tax compliance or non-compliance, compared 
to those expected of them by the ATO (and the law). It is unclear 
whether taxpayers truly understood the ATO’s expectations and the 
differences between the ATO’s and their own levels of competence 
and tax compliance. If any low-level avoidance were not pursued by 
the ATO, then low level avoidance behaviour could become the new 
tolerance level, the acceptable taxpayer compliance behaviour. 
Certainly, as the BTP Model implies, preparation of a tax return is 
seen as complex and difficult. 

Aim 3: ATO Client Relationships 

The results (Tables 5 and 6) reported that aspects of the ATO 
client service were identified as a significant taxpayer issue. 
Taxpayers in particular reported only moderate levels of satisfaction. 
It needs to be noted that this study was conducted just prior to GST 
and tax reform. It is anticipated that the levels of satisfaction with
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client service have since been affected. Client service was associated 
strongly with fairness, tax being difficult, satisfaction, knowledge, 
and using a tax agent. 

The results indicated that in the main Australian taxpayers were 
compliant and that there was a propensity to comply. Nevertheless, 
some taxpayers did indicate that they tolerated low levels of non-
compliance. The factors that impacted taxpayers’ ability to maintain 
tax compliance collectively contributed to increased risk behaviour. 
These results imply that the ATO should continue its commitment to 
client service, increase collaborative relationships with tax agents, 
provide broader tax education programs that include managing 
financial affairs, and publicise more widely that tax debt repayment 
options are available. Taxpayer co-operation is dependent on their 
tax experiences as well as intent to comply. To sum up, the fact that 
so many taxpayers use tax agents provides an opportunity to increase 
tax compliance at very little additional cost, given that ATO 
structures are already in place to provide tax agents with streamlined 
communication and services, and that the tax agent population is 
significantly smaller than that of individual taxpayers. Although the 
tax system is built on the implicit assumption that all individual 
taxpayers should be able to self-prepare, in practice that is not an 
option that most taxpayers choose. As indicated in table 7, the main 
reasons for using tax agents were to avoid errors, receive 
entitlements, and get good advice, presumably about making correct 
claims. 

Aim 4: Tax Agent Role – Why Taxpayers Use Tax Agents 

The results in table 9 indicate the key significance of the tax 
agent’s role. The findings show that taxpayers believed that they had 
a low level of tax related knowledge and in the main depended on tax 
agents to assist them. There was a clear indication of the transfer of 
taxpayers’ tax responsibility to their agent. Tax agents in Australia 
are the intermediaries between the ATO and their taxpaying clients. 
Close to 75% (86% in the present sample) of taxpayers use a tax 
agent. Agents act primarily as tax return processors, but their role as 
principal advisors means that they also assist clients with legal tax 
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minimization and correct reporting. Some argue that their 
relationship with taxpayer compliance may be viewed as 
“compliance in form rather than in substance, undermining rather 
than bolstering enforcement”.21 Kidder and McEwen22 call them 
“Compliance Brokers”. Roth, Scholz, and Witte,23 however, 
suggested that “if practitioners can be encouraged to foster 
compliance in their clients, enforcement resources could be 
concentrated on the most problematic areas”. Some research has 
found that there is a higher risk of tax avoidance and evasion where 
tax professionals have prepared tax returns.24 Baldry25 identified a 
high correlation between deductions claimed and the proportion of 
taxpayers who lodged tax returns using a tax agent. Tomasic and 
Petony26 and Nixon27 recognised the intermediary role that tax 
practitioners have in the Australian taxation system. Because of their 
dual responsibility (tax system and client), some taxpayers might see 
tax agents as agents or clients of the ATO.28 Tax agents, however, 
have to strive to balance the tension between unimpeachable ethical 
values and supporting eg tax planning schemes that may or may not 
be sustained by the Courts. Taxpayers, on the other hand, may 
perceive moral responsibility as the exclusive domain of tax advisors 

                                                 
21 McBarnett, above n 8. 
22 R Kidder and C McEwen, “Taxpaying Behaviour in Social Context: A Tentative 
Typology of Tax Compliance and Non-compliance” in JA Roth, JT Scholz and AD 
Witte (eds), Taxpayer Compliance: Volume 2 Social Science Perspectives (1989) 50. 
23 JA Roth, JT Scholz and AD Witte, “Expanding the Framework of Analysis” in JA 
Roth, JT Scholz and AD Witte (eds), Taxpayer Compliance: Volume 1 An Agenda 
for Research (1990) 178. 
24 IG Wallschutzky, “Taxpayer Attitudes to Tax Avoidance and Evasion” (Research 
Study No 1, Australian Tax Research Foundation, 1985). 
25 J Baldry, “Personal Income Tax Deductions in Australia 1978/79-1990/91” (1994) 
70(511) The Economic Record 424. 
26 R Tomasic and B Petony, “Taxation Law Compliance and the Role of 
Professional Tax Advisers” (Tax Compliance Workshop, Taxation Business and 
Investment Law Research Centre and KPMG Peat Marwick Hungerfords, August 
1989). 
27 T Nixon, “Current Problems in Tax Decision Making. Do Tax Agents Assist 
Voluntary Compliance?” (Unpublished Paper, 1998). 
28 B Jackson and V Milleron, “Tax Preparers: Government Agents or Client 
Advocates?” [May 1989] Journal of Accountancy 167. 
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and they may expect tax agents to be fully accountable, and produce 
a 100% correct tax return and provide accurate advice. 

Aim 5: Differences Between Taxpayers and Their Tax Agents. 

The results (Table 10) highlighted the differences between 
taxpayers and tax agents. Most differences were minimal; the most 
significant result was that taxpayers held tax agents responsible for 
correct error free tax returns and that taxpayers had less than the 
basics of tax knowledge. Taxpayers also expected tax agents to 
ensure that taxpayers paid the correct amount of tax and take 
responsibility for the associated risks. This tension in the client 
relationship places tax agents in an unenviable position. They take on 
the responsibility for conducting an ethical and law-abiding business, 
and at the same time are directed to minimize their clients’ tax. How 
tax agents influenced final outcomes was not investigated in detail 
but 90% of tax agents admitted that their clients sometimes delayed 
lodging tax returns. The taxpayer and tax agent relationship will 
require closer exploration and should be the focus of future research. 
As far as policy implications are concerned, the results are consistent 
with the notion that the tax agent should be seen as an integral part of 
the tax collection system, able to make significant contributions to 
quality control and the problem of correct tax returns. The low levels 
of basic tax knowledge may be another reason why taxpayers 
transfer their tax obligations to tax agents, and also explains why 
taxpayers perceive tax as complex and time consuming. 

9. CONCLUSION 

The five aims of the study were: to determine why taxpayers self 
prepared or not, and whether they were rational tax minimisers, to 
test the BTP Model, to investigate ATO client relationships and the 
role of tax agents, and to determine the differences between 
taxpayers and tax agents. All aims were addressed and results 
provided significant insights into the relationships between the ATO 
and its two client bases – taxpayers and tax agents. The study 
identified the two key areas of tax knowledge/tax competence and 
the transfer of tax responsibility to tax agents. The results provide
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both the ATO and tax agents with insights into how they can develop 
client relationships that foster tax compliance. 

In the main Australian non-business taxpayers were compliant 
and there was a propensity to comply. There was no “tax rage” 
exhibited by any group, but taxpayers clearly indicated that they 
tolerated low levels of non-compliance behaviour. Factors such as 
tax knowledge, tax complexity, record keeping, organisation, and the 
time involved impacted taxpayers’ ability to maintain compliance. 
These “psychological costs” collectively contributed to increased 
risk behaviour. The data suggest that the ATO should continue its 
commitment to the strategy of “listening to the community”,29 access 
and equity issues, target potential risk groups and provide them 
customised client service. Perhaps the ATO should increase 
collaborative relationships with tax agents and expand specialised 
services such as the web based Taxagent Portal,30 provide at risk 
groups broader tax education programs aimed at improving their tax 
competence and management of financial affairs, as well as publicise 
more widely that the ATO is flexible regarding tax debt repayment. 
Taxpayer co-operation is dependent on their tax experiences as well 
as intent to comply. The ATO and tax compliance would benefit 
from taxpayer and taxagent participation and evaluation of any new 
programmes developed to understand and then meet client 
expectations. On the other hand, taxpayers and tax agents would 
benefit from customised programmes aimed at improving client 
service, tax knowledge and competence in order to improve tax 
compliance. 

                                                 
29 ATO, “Listening to the Community: Easier, Cheaper, More Personalised” 
(Michael Carmody, Commissioner of Taxation, Address to the American Chamber 
of Commerce, 14 March 2002). 
http://www.ato.gov.au/corporate/content.asp?doc=/content/sp200202.htm accessed 
06/10/03. 
30 ATO, “A New Compact With the Tax Professions” (Michael Carmody, 
Commissioner of Taxation, Luncheon Address to the Taxation Institute of Australia 
NSW Division, 22 October 2002, Sydney). 
http://www.ato.gov.au/corporate/content.asp?doc=/content/sp200208.htm accessed 
06/10/03. 
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Generally, the non-compliant taxpayer sample was not representative 
of a high risk population. Future research would benefit from 
comparing only the two extremes of tax behaviour – exemplary 
compliance and highest risk non-compliance. Non-compliance or 
compliance was preceded by factors from personal and 
environmental circumstances. These factors then impacted 
taxpayers’ capacity to meet their obligations. Avoidance of dealing 
with tax problems rather than deliberate tax avoidance were, in the 
main, a major contributor to actions defined by tax law as tax 
avoidance. It was not clear if high-risk taxpayers exhibited identical 
features because the sample size of highest risk was too small – less 
than 30. This limitation could be addressed by expanding the 
research sample to small business taxpayers. There may be 
insufficient high-risk individual non-business taxpayers to warrant 
further study unless the ATO shares data with other government 
agencies, and annually monitors behaviours so that it can readily 
identify them. The role of the taxagent and level of tax knowledge 
are significant factors in taxpayers’ and ATO taxpayer relationships. 
Research into the levels of taxpayer and taxagent knowledge is 
important so that the ATO can determine which areas of knowledge 
most impact taxagent productivity, and deter taxpayer engagement. 
In addition, the various tensions (procedural, legal and ethical) 
experienced in tax agents attempts to meet both ATO and client 
expectations could guide future research and ATO policy, and also 
reinforce tax agents’ role as knowledge brokers and compliance 
mediators/gatekeepers. 
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Pauline Niemirowski* and Alexander J Wearing**

This article (which is based on data from the Australian Taxation 
Office’s (‘ATO’s’) Determinants research) explores whether ATO staff, who 
were considered exemplars of tax compliance, identified with tax from the 
same perspectives as compliant taxpayers. The comparisons were 
conducted to determine if ATO staff were typical Australian taxpayers. That 
is, whether or not they understood, perceived, interpreted and dealt with tax 
matters, in the same way as compliant taxpayers. 

Responses from 358 ATO staff and 292 taxpayers deemed by the ATO to 
be compliant were scrutinised to identify similarities and significant 
differences. A comprehensive survey questionnaire addressed tax related 
behaviours, beliefs, attitudes and values, tax knowledge and competence, 
social factors such as satisfaction, seriousness of offences, and lifestyle 
factors. Results were expected to show high congruence since compliant 
taxpayers, according to ATO records, also exhibited exemplary tax values, 
orientation and compliance. There were, however, important differences 
and the results indicated that taxpayers’ exemplary compliance behaviour 
was not an indicator of similar tax perspectives. The main finding was the 
degree of congruence for perceptions regarding tax complexity, difficulties 
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with the tax administration process, fairness, competence, ethics, 
compliance, use of tax agents, and ATO client service. 

In addition, two ‘unapparent differences’ were identified that 
distinguished disparity between compliant taxpayers and ATO staff. A ‘tax 
competence deficit’ and ‘tax compliance responsibility deficit’ confirmed 
why the majority of taxpayers had direct relationships with tax agents and 
indirect relationships with the ATO. The implications of these results for 
individual non-business taxpayer client service, tax return policy, ATO and 
tax agent client relationships, and tax community education are discussed. 

1. INTRODUCTION 
The 2004 Economic Survey of Australia released by the 

Organisation for Economic Co-operation and Development 
acknowledged the Australian government’s ‘progress towards 
reforming the tax system’.1 The report commended progress in the 
broad-based goods and services tax areas and establishment of a less 
complex and more internationally competitive tax regime. Other 
reported improvements in efficiency were advancements in lowering 
high marginal tax rates, the abolition of distorting state taxes as well 
as reform of payroll tax. Nevertheless, despite the significant 
reforms, the Australian taxation system does not achieve full 
personal tax and non-business taxpayer compliance. Tax compliance 
research has consistently identified the differences between 
compliant and non-compliant taxpayers, but not the reasons why 
compliant taxpayers comply.2 Research studies have, however, 
recognised the significance of factors such as civic duty and moral 
values,3 tax morale,4 public opinion,5 ethics, personal and social 

                                                        
1 Organisation for Economic Co-operation and Development, Economic Survey of 
Australia 2004 — Fiscal Policy: Short Term Issues and Long-Term Challenges 
(2004). 
2 B Torgler, ‘Tax Morale in Asian Countries’ (2003) 15 Journal of Asian Economics 
237; and I Wallschutzky, ‘Achieving Compliance’ (Proceedings of the Australasian 
Tax Teachers’ Association, Christchurch, New Zealand, 1993). 
3 M Orviska and J Hudson, ‘Tax Evasion, Civic Duty and the Law Abiding Citizen’ 
(2002) 19 European Journal of European Economy 83. 
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norms,6 norm breaking,7 procedural justice,8 tax knowledge,9 
knowledge of the economy,10 perceptions of fairness,11 and ethics12 
to understanding either compliance or deterrence. In addition, high 
moral reasoning and educational communications lower tax evasion 
intention for taxpayers with low moral reasoning.13 Understandably, 
the tax research focus is tax evasion and evaders, as evasion 
represents a high risk to revenue collection, self-assessment and 
voluntary compliance. For example, it is estimated that Australia 
loses up to AUD14.3 billion a year through cash in hand work and 

                                                                                                                     
4 Torgler, above n 2; V Braithwaite and E Ahmed, ‘A Threat to Tax Morale: The 
Case of Australian Higher Education Policy’ (2005) 26(4) Journal of Economic 
Psychology 523; and M Welch at al, ‘“But Everybody Does It …”: The Effects of 
Perceptions, Moral Pressures, and Informal Sanctions on Tax Cheating’ (2005) 
25(1) Sociological Spectrum 21. 
5 J Vogel, ‘Taxation and Public Opinion in Sweden: An Interpretation of Recent 
Survey Data” (1974) 27 National Tax Journal 499. 
6 M Wenzel, ‘Motivation or Rationalisation? Causal Relations between Ethics, 
Norms and Tax Compliance’ (2005) 26 Journal of Economic Psychology 491. 
7 I Wallschutzky, ‘Possible Causes of Tax Evasion’ (1984) 5 Journal of Economic 
Psychology 371. 
8 R Tyler, ‘The Psychology of Procedural Justice: A Test of the Group-Value 
Model’ (1989) 57(5) Journal of Personality and Social Psychology 830; and 
R Worsham Jr, ‘The Effect of Tax Authority Behavior on Taxpayer Compliance: 
A Procedural Justice Approach’ (1996) 18(2) Journal of the American Taxation 
Association 19. 
9 A Wearing and B Headey, ‘The Would-Be Tax Evader: A Profile’ (Compliance 
Research Conference, ‘Measurement, Evaluation and Risk Management’, Canberra, 
December 1995). 
10 M Williamson and A Wearing, ‘Lay People’s Cognitive Models of the Economy’ 
(1996) 17 Journal of Economic Psychology 3. 
11 P Schmidt, ‘On Perceptions of Fairness: The Role of Valuations, Outside Options, 
and Information in Ultimatum Bargaining Games’ (2004) 7 Experimental 
Economics 49. 
12 L Grasso and S Kaplan, ‘An Examination of Ethical Standards for Tax Issues’ 
(1998) 16(1) Journal of Accounting Education 85. 
13 S Kaplan, K Newberry and P Reckers, ‘The Effect of Moral Reasoning and 
Educational Communications on Tax Evasion’ (1997) 19(2) Journal of the 
American Taxation Association 38. 
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tax evasion,14 and New Zealand addresses a problem of ‘entrenched’ 
evasion.15 Kaplan, Newbury and Reckers16 indicate that for each one 
percentage point increase in voluntary compliance, the United States 
of America could raise USD7 to USD10 billion dollars in revenue, 
and The New York Times reported that the Internal Revenue Service 
estimated that 2001 unpaid tax could be as high as USD353 billion, 
16 percent of the total owed by individual taxpayers, due to 
understating income.17

1.1 Compliance Research 
Those researching taxpayers’ high risk evasion activities focus 

primarily on detecting non-compliance behaviours, and an intuitive 
assumption is that compliant taxpayers are a low risk group. This 
assumption might be misguided if the reason why compliant 
taxpayers comply is because they are not competent to undertake 
their tax obligations, and choose to transfer their tax behaviours, 
knowledge problems, and all compliance responsibility to a tax 
professional. This is significant because, for example, 
Wallschutzky18 reported that using tax agents increased non-
compliance behaviours, and Murphy19 that attitudes and the 
relationship between low and high risk taxpayers with their tax 
agents explained aggressive and non-aggressive taxpayer behaviour. 

                                                        
14 M Moscaritolo, ‘Black Economy Boom Despite GST’, The Mercury, 3 April 
2005. 
15 S James and C Alley, ‘Tax Compliance, Self Assessment and Tax 
Administration’ (2004) 2(2) Journal of Finance and Management in Public Services 
27. 
16 Kaplan, Newberry and Reckers, above n 13. 
17 L Browning, ‘IRS Estimates “01 Unpaid Taxes Could Be As High As $353 
Billion”’, The New York Times, 30 March 2005, 4. 
18 I Wallschutzky, ‘Taxpayer Attitudes to Tax Avoidance and Evasion’ (Research 
Study No 1, Australian Tax Research Foundation, 1985). 
19 K Murphy, ‘Aggressive Tax Planning: Differentiating Those Playing the Game 
from Those Who Don’t’ (2004) 25(3) Journal of Economic Psychology 307. 
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Similarly, O’Donnell, Koch and Boone20 reported that procedural 
knowledge and outcome expectations interacted with task 
complexity when tax accountants developed recommendations for 
their clients. Compliant taxpayers are deemed exemplars of self-
assessment and voluntary compliance but use tax agents who are not 
deemed compliant,21 so there might be valid cause to reconsider 
current views. 

The ATO’s release of Taxation Statistics for 2002 to 2003 
indicated that individual non-business taxpayers represented 54 
percent of the total taxpayer population (10.7 million), and that 834 
129 individual taxpayers were self-preparers. The report also stated 
that 7.9 million of the 10.7 million personal taxpayers used a tax 
agent (74 percent of lodgements), and that 7.8 million were 
electronic lodgements.22 Taxpayers’ preference to use tax agents as 
the means to meet their tax obligations does not signify exemplary 
taxpayer compliance or a transfer of tax obligations. Tax agents who 
favour aggressive tax behaviours or who make errors are potentially 
at risk of liability claims occurring from their tax services,23 and 
fiscal law might currently not be geared to deal with this. There is no 
guarantee of permanent exemplary voluntary compliance and 
compliant taxpayers might one day evade taxes because of stricter 
enforcement,24 or because deterrence was not effective.25 It is not 

                                                        
20 E O’Donnell, B Koch and J Boone, ‘The Influence of Domain Knowledge and 
Task Complexity on Tax Professionals’ Compliance Recommendations’ (2005) 30 
Accounting, Organizations and Society 145. 
21 Ibid; and S Klepper and D Nagin, ‘The Role of Tax Practitioners in Tax 
Compliance’ (1985) 22 Policy Sciences 167. 
22 Australian Taxation Office, Taxation Statistics 2002–03: A Summary of Taxation, 
Superannuation and Industry Benchmark Statistics 2002–03 and 2003–04 (2005). 
23 D Bobek, R Hatfield and S Kramer, ‘Professional Liability Suits Against Tax 
Accountants: Some Empirical Evidence Regarding Case Merit’ (2004) 16 Advances 
in Taxation 3. 
24 R Borck, ‘Stricter Enforcement May Increase Tax Evasion’ (2004) 20 European 
Journal of Political Economy 725. 
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certain whether compliant taxpayers are true tax exemplars, typical 
Australian taxpayers, or similar to tax staff. In addition, it is unclear 
whether, in the instance that compliant taxpayers identify with tax 
issues from the same perspective as tax staff, if congruent 
perspectives explain taxpayers’ compliance behaviour. 

There is a paucity of research on the taxpaying behaviour of tax 
officers and staff, and this gap is significant to understanding 
taxpayer behaviour according to the ATO Compliance Model and its 
‘BISEP’ constituents: business, industry, social, economic and 
psychological.26 If ATO staff are regarded as legitimate exemplars of 
tax compliance, then comparing their behaviours, beliefs, attitudes 
and values with those of compliant taxpayers could explain why 
compliant taxpayers comply, that is, because they identify with tax 
issues from the same perspective as ATO staff. 

The ATO operates on the basis that taxpayers are treated as 
honest unless they act clearly otherwise.27 Since introducing self-
assessment, voluntary compliance and self-reporting reforms in 
1986, and then in 1992, the ATO has progressively moved to 
establish a positive working relationship between itself and the 
public.28 Taxpayers, under Australia’s self-assessment tax system, 
are responsible for declaring all assessable income such as 
investments, dividends, distributions, rents and interest, and claiming 
only the deductions and rebates they are entitled to. Through 
increased accountability and transparency, the ATO’s 2002 

                                                                                                                     
25 J Chang and C Lai, ‘Collaborative Tax Evasion and Social Norms: Why 
Deterrence Does Not Work’ (2004) 24(2) Oxford Economic Papers 344. 
26 V Braithwaite and J Braithwaite, ‘The Evolution of the Australian Taxation Office 
Compliance Model’ in M Walpole and C Evans (eds), Tax Administration in the 21st 
Century (2001) 215; and Australian Taxation Office, Compliance Model (2004). 
27 Australian Taxation Office, Your Honesty and Complying with the Tax Laws: 
Overview (2004). 
28 Australian Taxation Office, Listening to the Community (2002); and Australian 
Taxation Office, ‘The Art of Tax Administration’ (Address to the 5th International 
Conference on Tax Administration, April 2002). 
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integrated compliance programme also proposed to facilitate greater 
understanding of the community by using ‘their’ language, 
developing a new way of identifying risk and holistic strategic 
responses, as well as how to measure the ATO’s administrative 
effectiveness.29 The success of that enterprise depends to a 
considerable degree on whether the ATO and the taxpayer public 
identified with tax issues from the same perspective. Given that the 
ATO as tax administrator aims to maximise and enforce compliance 
as well as enable taxpayers to meet their tax obligations, it would be 
advantageous to understand how tax staff and compliant taxpayers 
identify with tax and compliance. 

How tax compliance and tax evasion are defined by the ATO is 
the foundation of values from which ATO staff administer tax law 
and identify compliant taxpayers. The ATO defines tax evasion as 
‘unlawfully escaping liability for, or payment of, tax. It is when 
someone has deliberately and dishonestly evaded tax’.30 Therefore, 
according to ATO tax compliance principles and taxpayers’ recorded 
tax behaviours, compliant taxpayers do not exhibit non-compliant tax 
behaviours for lodgement, debt payment, and audit and compliance 
risk. Given that ATO staff operate according to ATO values and the 
ATO Integrity Framework,31 they are exemplars of tax compliance. 
Comparing tax staffs’ tax behaviour with compliant taxpayers will 
provide insights into whether tax values are shared and 
demonstrated. 

                                                        
29 Australian Taxation Office, ‘Developments in Compliance: The Challenges for 
Research’ (Paper presented at the Third International Conference of the Centre for 
Tax System Integrity, ‘Responsive Regulation: International Perspectives on 
Taxation’, Canberra, 2003); and Jennie Granger, ‘Developments in Compliance: The 
Challenges for Research’ (Opening address at the Third International Conference of 
the Centre for Tax System Integrity, ‘Responsive Regulation: International 
Perspectives on Taxation’, Canberra, 2003). 
30 Australian Taxation Office, Tax Evasion and the Community: Recent Results 
(2004). 
31 Australian Taxation Office, Integrity Framework (2006). 
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Governments require legitimacy from their citizens: ideological, 
functional and moral legitimacy. Without support for political and 
economic principles, and effective institutions, Yankelovich 
concludes that ‘tax attitudes may reveal more about the declining 
functional and moral legitimacy of governments’.32 Taxpayer 
compliance operates as a component of fiscal policy, constantly 
being changed so that ‘the spirit of the law’ is observed and 
identified loopholes managed. Expectations of full compliance, 
however, might be impractical given the widely acknowledged 
complexity and ambiguity of tax law and policy. Nevertheless, 
compliance obligations constrain delinquent behaviour and also 
minimise the non-compliance revenue gap. 

Compliance is recognised as multifaceted behaviour based on 
judgment of risk and consequences of tax avoidance, and remains a 
complex research area.33 For example, while most taxpayers in the 
United States of America practised compliance, one in nine returns 
filed (by individuals) over-reported tax liability (over-compliance), 
and one in six taxpayers made simple mathematical or clerical 
errors.34 Although both errors were a numeracy issue, technically 
these were regarded as non-compliance. Tax return preparation, 
therefore, requires ‘reasonable care’ but taxpayers deem unplanned 
errors to be difficult to avoid, making it difficult to produce a totally 
correct tax return. 

A socially responsible way for tax authorities to improve 
self-assessment and tax compliance would be to note that to date 
taxpayers have primarily been responsible for their own tax 
knowledge.35 To taxpayers, the existing tax culture presumes 

                                                        
32 D Yankelovich, ‘A Crisis in Moral Legitimacy’ [1974] Dissent 0526-33. 
33 A Niemirowski and A Wearing, ‘Taxation Agents and Taxpayer Compliance’ 
(2003) 6(2) Journal of Australian Taxation 166; and James and Alley, above n 15. 
34 S Long and J Swingen, ‘Taxpayer Compliance: Setting New Agendas for 
Research’ (1991) 25 Law and Society Review 645. 
35 Braithwaite and Braithwaite, above n 26. 
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potential non-compliance and deems guilt with no recognition of 
‘good behaviour’. While the majority of Australian individuals are 
‘good’ citizens, they exhibit a tendency to fear, resent and mistrust 
the ATO.36 Tax authorities readily identify that they need to avoid 
using primarily aggressive techniques and encourage enforcement 
via a hierarchical system of responses as prescribed by the ATO 
Compliance Model and ‘BISEP’.37 Tax authorities have a 
responsibility to uphold the law, but they must also be seen to behave 
‘fairly’, and demonstrate empathy with taxpayers’ individual 
situations and expectations. Flexibility in individual cases and 
improved communication are essential factors in engaging taxpayer 
confidence and cooperation if the ATO aims to achieve effective 
self-assessment and exemplary voluntary compliance. 

1.2 Tax Compliance Behaviour 
Similar to the ATO Compliance Model and ‘BISEP’, a ‘third’ 

way to explain why citizens pay taxes incorporates economic and 
socio-psychological perspectives.38 The determinism of analytical 
economics (utility) and social science (reality and humanism) 
provides a socially constructed view of a taxpayer’s reality and 
behaviour. The model recognises that the appeal of economic utility 
and analysis is not realistic. Compliance models need to incorporate 
an individual taxpayer-based approach and enforce laws according to 
their actual behaviours: minor v major non-compliance; education v 
penalty. Values, attitudes, perceptions and morals are the significant 
factors. Tax evasion is not merely a function of opportunity and 
detection, but of a willingness to either comply or evade. Tax 

                                                        
36 A Niemirowski, S Baldwin and A Wearing, ‘Tax Related Behaviours, Beliefs, 
Attitudes and Values and Taxpayer Compliance in Australia’ (2003) 6(1) Journal of 
Australian Taxation 132. 
37 Braithwaite and Braithwaite, above n 26. 
38 J Cullis and A Lewis, ‘Why People Pay Taxes: From a Conventional Economic 
Model to a Model of Social Convention’ (1997) 18 Journal of Economic Psychology 
305. 
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authorities of the United States of America, the United Kingdom, 
Japan, Canada, New Zealand and Australia now construct their social 
reality by treating taxpayers as clients, addressing needs and 
improving fiscal consciousness to enable taxpayers and also manage 
compliance.39 The client-based relationship, though a distortion, 
provides taxpayers with necessary support and information 
(consultation, guidance, examination and public relations) and tax 
officials with a benchmark for measuring client service. Strategic 
planning incorporates taxpayer behaviour and attitudes with agency 
efficiency, honesty and legitimacy of government and government 
institutions. The economic psychology model offers a means of 
explaining taxpaying behaviours in an economic framework that 
acknowledges individual taxpayer perspectives and circumstances. 

Tax beliefs, behaviours, attitudes and values were consistently 
reported as key markers of non-compliance or intent in a study of the 
Determinants of Australian Taxpayer Compliance that was 
commissioned by the ATO (‘the Determinants Study’),40 which also 
showed that ATO staff were different to other research groups.41 In 
order to better interpret what those differences were at a more 
detailed level and what their impact was, the current research 
compared a sample of taxpayers who were deemed to be exemplars 
of compliance with Australian Taxation Office staff in order to test 
whether both populations realised tax from the same perspective. 
That is, whether their identification with tax was significantly 
similar, whether they held comparable tax values orientation, and 
also whether parallel tax compliance attitudes, beliefs and behaviours 
were demonstrated. The study identified significant differences in 
taxpayers’ values orientation and compliance behaviours, attitudes 
and beliefs. For example, their tax attitudes, beliefs, values and 
behaviours as well as tax competence and knowledge were not 

                                                        
39 James and Alley, above n 15. 
40 The study was conducted in 2000–2001, with P Niemirowski as the principal 
researcher in collaboration with A Wearing of The University of Melbourne. 
41 Niemirowski, Baldwin and Wearing, above n 36. 
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identical to tax staff even though both samples were considered tax 
compliance exemplars. Where compliant taxpayers and ATO staff 
reported similar results for either agree or disagree, the degree of 
agreement or disagreement was significantly different. That is, there 
was a significant degree of separation between the two groups. In 
some instances, such as tax form preparation and tax knowledge, 
taxpayers reported results that were the reverse of ATO staff. In the 
main, results confirmed that compliant taxpayers and tax staff were 
distinct and separate segments of the total Australian taxpayer 
population42 and that the ATO needs to address issues according to 
their relationship with this taxpayer segment even though compliant 
taxpayers are not an immediate high risk group. 

The following sections report results for ATO staff and taxpayer 
perceptions of client services and procedures, tax forms, tax 
behaviour, efficacy and fairness of the tax system, tax knowledge, 
competence and difficulty, the tax system (equity and tax rates), tax 
agents, lifestyle factors, satisfaction, seriousness of legal offences, 
and the working relationships between the ATO, tax agents and 
taxpayers. 

2. METHOD 
The original full research conducted for the ATO was the 

Determinants Study, which aimed to identify the determinants of tax 
compliance. All selected taxpayers received questionnaires several 
weeks before their tax lodgement was due (31 October) in order to 
promote both awareness of their obligations and potentially enhance 
response rates. A second copy of the questionnaire was sent out with 
a reminder letter about three weeks later, and a final reminder letter 
was sent two weeks after. 

As indicated above, the data for this study was drawn from the 
Determinants Study that comprised compliant taxpayers, non-
compliant taxpayers, ATO staff, tax agents and younger taxpayers. 

                                                        
42 Ibid 35. 
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The selection of the taxpayers was based on ‘reported’, actual ATO 
recorded lodgement, debt and audit history of compliance. The focus 
of the present study is on attributes of compliant taxpayers and ATO 
staff only. 

Significant steps were undertaken to guarantee the privacy and 
confidentiality of respondents. This included multiple 
de-identification and coding, invitation to participate letters, advance 
information that individual tax return data would be accessed and 
matched to survey responses, that involvement was voluntary and no 
ATO initiated action would result. All survey responses were 
received by the end of January 2001. During the three month period 
of survey mail outs and collection, a 24 hour hotline number was 
available for taxpayer enquiries. Generally, respondents’ main 
concern was privacy or possible ATO follow up action if they 
participated. 

2.1 Participants 
All potential taxpayer respondents were compliant in 1995 as far 

as the ATO could ascertain. This baseline taxpayer tax compliance 
behaviour provided the opportunity to compare groups and identify 
any differences in subsequent years. For the 1995 tax financial year 
approximately 6 000 000 Australian non-business taxpayers were 
potentially eligible for selection. The research design targeted seven 
specific tax compliance risk behaviours. To be eligible for selection, 
only taxpayers aged 21 to 65 who were deemed compliant in 1995, 
and were Australian residents with no bankruptcy, final return not 
necessary, or deceased indicators were included. The taxpayers were 
selected from this final pool. 

The tax risks used in the study were non-lodgement, non-
payment of debt, history of audits with risk probabilities identified as 
either medium, high and a combination of at least two non-compliant 
risks. Two thousand eight hundred compliant and non-compliant 
taxpayers, based on reported taxpaying behaviour, were selected at 
random to receive invitations to participate in the survey. 
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Selection of the taxpayers was based on ‘reported’ ATO 
evidence of tax compliance or non-compliance. These groups 
respectively exemplified either reported tax compliance or non-
compliance, where tax compliance was ‘ATO identified and 
recorded’ tax compliance. Compliant taxpayers were behavioural 
exemplars (no risk or low risk) and also the theoretical control group 
against which all other groups were compared. Tax compliance was 
defined as reporting all income and paying all taxes in accordance 
with applicable laws, regulations and court decisions.43 Non-
compliance in this study was any tax lodgement or debt behaviour 
that did not adhere to the ATO’s definition of tax compliance.44 Tax 
evasion methods simply ignore or break the law, tax avoidance 
devices use the methods of law to neutralise its impact. A sample of 
200 tax agents was randomly drawn from the pool of tax agents who 
represented the 2800 taxpayers to interpret the relationships within 
the research population. 

Earlier published papers from the Determinants Study identified 
several scales such as intent to not comply, tax behaviours, beliefs, 
attitudes and values.45 This article interprets information sourced 
from each of the 93 individual items so that all similarities and 
differences are systematically considered. 

2.2 The Questionnaire 
The authors developed the questionnaire in collaboration with 

key ATO officials, who played a significant role in the drafting of 
tax specific questions. The questionnaire consisted of 93 behaviour, 
beliefs, attitudes and values (‘BBAV’) items. The BBAV responses 
were measured using a 7 point Likert scale ranging from 1 for 

                                                        
43 J Alm, ‘A Perspective on the Experimental Analysis of Taxpayer Reporting’ 
(1991) 66(3) Accounting Review 577, 577. 
44 Australian Taxation Office, Your Honesty and Complying with the Tax Laws, 
above n 27. 
45 Niemirowski, Baldwin and Wearing, above n 36. 
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‘Strongly disagree’ to 7 for ‘Strongly agree’, plus 8 for ‘Don’t know’ 
and 9 for ‘Not applicable’. The tax knowledge quiz required either a 
‘Yes’, ‘No’ or ‘Don’t know’ response. 

Draft survey questionnaires were developed and piloted during 
1998 and 1999. The topics included tax related behaviours, beliefs 
attitudes and values, client experiences with the ATO, individual 
demographics, lifestyle factors, perceptions of the seriousness of 
legal offences, levels of satisfaction with various institutions and 
aspects of life, and knowledge about specific taxes and their fairness. 
The context of the survey reflected the philosophy and principles of 
the ATO Compliance Model and The Taxpayers’ Charter. 
Demographic details such as gender, age, income, education level, 
home ownership and occupation were collected. Measures of 
satisfaction, seriousness of legal offences, knowledge of taxes, a tax 
quiz and fairness of taxes were included to construct a holistic view 
reflecting the taxpayer’s business, industry-based, social, economic 
and psychological environment (‘BISEP’). 

2.3 Representativeness 
The response rate for taxpayers was 292 of 900 compliant 

taxpayers (32.4 percent), 547 of non-compliant taxpayers (27.85 
percent), and 358 of 500 (71.6 percent) for tax staff. Because of the 
nature of the survey, it was not possible to assume with confidence 
that the responses obtained were random samples of the randomly 
selected target populations. Accordingly, the Australian Bureau of 
Statistics conducted power analyses and provided recommended 
sample sizes needed to ensure statistical confidence levels plus 
confirmation of the research design and methodology. An 
examination of the ‘representativeness’ of the responses was also 
carried out by the ATO using the demographic and tax characteristics 
of the responding taxpayers in each group and compared with the 
whole ATO taxpayer database. The records of responding taxpayers 
were compared with those for the total mail out sample for 
statistically significant differences in sample and whole population 
profiles. The response data appeared sufficiently representative to 
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confirm confidence in the sample. No specific comparisons between 
early and later responses were conducted because the majority of 
responses were received early and less than five percent were either 
late or duplicate responses. 

3. RESULTS 
Previously published research identified several BBAV-based 

scales, but the current analyses specifically investigated differences 
at the item level to explore significant degrees of separation and the 
full implications of these findings. Lifestyle factors, perceptions of 
seriousness of legal offences, and satisfaction were included to 
further confirm whether ATO staff and compliant taxpayers 
identified with tax issues from the same perspective. In other words, 
are ATO staff typical compliant Australian taxpayers; do they and 
compliant taxpayers exhibit differences or similarities? Significant 
independent sample t-test results (Bonferroni corrected) were first 
identified, and then relevant items were grouped into key tax 
categories. Themed categories partially reflected in part the original 
scales generated in the Determinants Study, but exploration at the 
item level enhanced interpretation, and will better inform tax 
administrators and policy development. 

Thirty five of the 93 BBAV items identified congruence between 
ATO staff and compliant taxpayers. In general, responses 
corresponded where items related to tax returns and tax advice, 
equity and fairness of tax, ethical tax behaviour and tax. Important 
differences were identified between ATO staff and compliant 
taxpayers for 58 of the 93 BBAV items. 

The key divergence between compliant taxpayers and tax staff 
was tax knowledge and competence, and the use of tax agents and 
fear of tax audits. On the basis of tax knowledge, ATO staff were not 
typical Australian taxpayers. In part, this can be explained by the fact 
that ATO staff are continually immersed in tax issues and technical 
knowledge, have daily involvement with tax law and immediate 
access to vast in-house resources. Taxpayers’ involvement, however, 
is generally limited to completing annual tax returns with choices of 
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access to tax resources limited to those on the ATO website, 
‘TaxPack’, ‘TaxPackExpress’, tax agents or other professionals, and 
the ATO. The lower frequency and level of tax involvement and 
access to knowledge significantly affects taxpayer competence and 
confidence.46 Whether due to reduced motivation, self-confidence 
and procrastination, or planned behaviour, taxpayers rely on accurate 
and timely advice from the ATO as well as their tax agents. This 
distal taxpayer relationship with tax does not accommodate 
continuous learning and reinforcement of tax knowledge, and 
increases dependence on expert advice. 

3.1 ATO and Taxpayer Perceptions of Client Service and 
Procedures 
Table 1: ATO Service and Procedures (1 = ‘Strongly disagree’, 
4 = ‘Neutral’, 7 = ‘Strongly agree’) 

Question ATO 
Mean(SD) 

TP 
Mean(SD) t-test p 

56. Nowadays the ATO is making a 
big effort to try to help taxpayers 
understand laws and regulations 

5.47(1.24) 4.64(1.34) 8.09 <.0001 

43. ATO staff are helpful with my 
enquiries about tax returns 5.31(1.20) 4.38(1.04) 10.29 <.0001 

44. In my opinion, the ATO is 
professional in the way it treats me as 
a taxpayer 

5.29(1.22) 4.44(1.08) 9.13 <.0001 

39. ATO staff treat me fairly 5.27(1.25) 4.48(1.04) 8.63 <.0001 

40. The ATO gives me accurate 
advice 4.63(1.37) 4.39(1.09) 2.35 =.02 

                                                        
46 Niemirowski and Wearing, above n 33. 
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1. In the past, I have gone first to the 
ATO for help with tax matters 4.51(1.95) 3.06(1.85) 9.57 <.0001 

70.There is a strong chance that a 
taxpayer will get audited by the ATO 3.89(1.73) 4.89(1.28) -8.11 <.0001 

50. Tax reform would help the ATO 
to do a better job in explaining how 
the tax system works 

3.85(1.70) 4.82(1.26) -8.01 <.0001 

Table 1 above shows that compliant taxpayers and ATO staff 
were both satisfied with the ATO client service levels and agreed 
that the ATO was professional and helpful. Nevertheless, tax staff 
reported higher levels of agreement than taxpayers. Independent 
t-test results showed that differences were highly significant with all 
but one p value less than .0001. The differences in perceptions of the 
ATO’s performance indicated that tax staff considered the ATO was 
more client oriented than did taxpayers. Nevertheless, taxpayers and 
ATO staff identified with tax from a similar perspective when 
considering the level of advice provided by the ATO. Whilst these 
results were unidirectional, not all significant reported differences 
were in the same direction. Perceptions of the ATO’s 
professionalism revealed differences and might explain why 
taxpayers comply. 

There were noteworthy differences in how ATO staff and 
compliant taxpayers assessed ATO procedures. Taxpayers reported 
that tax reform would help the ATO do a better job in explaining 
how the system worked, whereas tax staff disagreed. Tax staff agreed 
more than taxpayers that the ATO was making a major effort to help 
taxpayers understand tax law, and disagreed that there was a strong 
chance that a taxpayer will be audited. Tax staff have some direct 
knowledge or experience of the actual effectiveness of enforcement 
and compliance strategies and the overall success of any change 
programs. Their perceptions might be affected by what could be 
interpreted as a continuous process of change that does not always 
produce major results such as full compliance and totally efficient 
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tax administration. This appraisal might be unrealistic given that the 
tax environment is constantly evolving and challenging tax 
administration. Nevertheless, taxpayers recognised the ATO’s efforts 
to enable taxpayers, but also reported perceptions of a high potential 
for being audited. These perceptions are positive for ATO 
compliance strategies as this perceived potential might influence 
proactive compliance attitudes and behaviours with regard to 
lodgement. 

3.2 Tax Forms: ATO Staff and Compliant Taxpayers 
Table 2: Tax Forms (1 = ‘Strongly disagree’, 4 = ‘Neutral’, 
7 = ‘Strongly agree’) 

Question ATO 
Mean(SD) 

TP 
Mean(SD) t-test p 

14. I understand all the 
questions on the tax form 4.97(1.65) 3.46(1.71) 11.38 <.0001 

63. Changes in the tax law 
make it difficult to 
understand which deductions 
you can claim 

4.64(1.45) 5.09(1.32) -4.13 <.0001 

64. In my opinion, tax laws 
and regulations are always 
changing, so it is very 
difficult to get a tax return 
exactly right 

4.55(1.58) 5.01(1.41) -3.77 <.0001 

75. It is difficult to complete 
a tax return 100% accurate 
tax return 

4.18 (1.79) 4.62 (1.64) -3.23 <.001 
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17. In my opinion tax return 
forms are easy to complete 4.02(1.78) 2.99(1.49) 7.82 <.0001 

3. I avoid asking the ATO 
for advice about my tax 
return 

3.01 (1.71) 3.84 (1.85) -5.88 <.0001 

18. I have found tax returns 
too difficult to do 2.99(1.58) 4.52(1.70) -11.71 <.0001 

59. The taxation law is 
straightforward and clear 2.15(1.17) 2.78(1.57) -5.81 <.0001 

Results of independent t-tests with p levels less than .001 in 
Table 2 above confirm that taxpayers and tax staff differed in their 
perceptions about tax returns but agreed about issues related to tax 
laws. For example, tax staff disagreed that questions on tax return 
forms were difficult to understand and complete. Of particular 
interest, taxpayers and tax staff both disagreed that taxation law was 
straightforward, and agreed that tax agents found it difficult to 
understand tax rulings, that changes in tax laws made it difficult to 
know what were allowable deductions, and because of constant 
changes in tax laws that it was difficult to get a tax return exactly 
right. Taxpayers perceived tax from the same perspective as ATO 
staff at the macro level (tax laws), but differed in their perceptions at 
the micro level (tax returns). The results identified a major difference 
between taxpayers and tax staff. Findings confirmed that taxpayers 
believed they were less competent and confident in their ability to 
understand and complete fully correct tax returns and therefore relied 
on advice from tax agents. A lack of competence explained why 
taxpayers used a tax agent but not tax compliance or non-
compliance. 
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3.3 Tax Behaviour 
Table 3: Tax Return Lodgement Behaviour (1 = ‘Strongly disagree’, 
4 = ‘Neutral’, 7 = ‘Strongly agree’) 

Question ATO 
Mean(SD) 

TP 
Mean(SD) t-test p 

88. People who can 
afford to pay should 
clear their outstanding 
tax debts 

6.30(.98) 5.91(1.67) 4.60 <.0001 

28. It is everyone’s 
responsibility to pay the 
correct amount of tax 

6.29(0.80) 6.07(0.92) 3.26 <.0001 

19. Tax returns should 
be lodged on time every 
year 

6.04(1.13) 5.60(1.40) 4.31 <.0001 

15. I know where to get 
advice to prepare my tax 
return 

6.02(.88) 5.55(1.36) 5.24 <.0001 

45.Even if they do not 
have all the receipts and 
records, most people 
claim all their 
entitlements 

4.93(1.41) 4.66(1.36) 2.44 <.05 

32. Even if I do not 
expect a refund, I lodge 
my tax return as soon as 
possible 

3.90(1.90) 4.87(1.77) -6.62 <.0001 
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61. In Australia, with 
regard to tax, people do 
not dob one another in 

3.55(1.53) 4.45(1.31) -7.83 <.0001 

35. When I do not 
expect a refund, I put off 
completing my tax 
return 

3.33(1.86) 2.69(1.45) 4.77 <.0001 

8. Because I find the tax 
forms to be so unclear, I 
get someone else to 
prepare my tax return 

2.90(1.71) 4.80(1.88) -13.43 <.0001 

46. It does not matter if 
people claim a little 
more in deductions than 
they are entitled to 

2.51(1.30) 2.85(1.40) -3.21 <.001 

34. I put off completing 
my tax return because I 
do not like dealing with 
government agencies 

2.45(1.32) 2.86(1.48) -3.67 <.0001 

29. Underpaying taxes 
does not do anyone any 
harm 

1.92(1.56) 2.22(1.13) -3.21 <.0001 

52. Because the tax law 
does not treat everyone 
equally, a person is 
entitled to even things 
up by not declaring all 
information correctly 

1.95(1.14) 2.37(1.34) -4.29 <.0001 

Table 3 above shows results for independent t-tests with p values 
ranging between .05 and .0001. Compliant taxpayers and tax staff 
both agreed that tax returns should be lodged on time every year and 
exhibited similar tax values orientation. Nevertheless, taxpayers 
agreed that they promptly lodged their tax returns even if they did 
not expect a tax refund, whereas tax staff slightly disagreed. Tax 
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staff results indicated a propensity towards an economic rational 
approach to tax. 

Compliant taxpayers and tax staff strongly disagreed that it did 
not matter if people claimed either a little or a lot more in deductions 
than they were entitled to, but tax staff disagreed more than 
taxpayers. ATO staff and compliant taxpayers both strongly agreed 
that it was everyone’s responsibility to pay the correct amount of tax, 
but ATO staff agreed more. Although taxpayers and tax staff 
reflected similar responses, the difference in the strength of their 
conviction was statistically significant. Tax staff reported higher 
levels of tax values orientation and were more supportive of the tax 
system possibly because they directly worked within the tax system. 
The difference between tax staff and taxpayers could in part be 
explained by the ATO’s taxpayer relationships. The role of ATO 
staff was seen as one of detecting avoidance and evasion, and 
taxpayers saw themselves as suspected of avoidance. Whilst this 
level of enforcement is perhaps a proactive compliance tool, if these 
perceptions are skewed too negatively, tax anxiety might affect 
taxpayers’ confidence to meet their obligations. 

A person was not entitled to ‘even things up’ according to most 
taxpayers and tax staff. Tax staff, however, reported more 
disagreement than compliant taxpayers that it was acceptable to 
withhold all information according to their view of fairness. Almost 
4 percent of staff and 8 percent of taxpayers agreed that it was 
acceptable behaviour, and 23 percent of staff and 38 percent of 
taxpayers supported small tolerance levels of tax avoidance. There 
was a major difference in the level of what constituted appropriate 
taxpayer responses to perceived unfairness in tax. Tax staff perceived 
themselves as doing their job whereas taxpayers considered that 
there should be the possibility of tolerance for small amounts of 
avoidance. 
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3.4 Efficacy of the Tax System 
Table 4: Tax System Efficacy (1 = ‘Strongly disagree’, 4 = ‘Neutral’, 
7 = ‘Strongly agree’) 

Question ATO 
Mean(SD) 

TP 
Mean(SD) 

 
t-test 

 
p 

26. Unpaid taxes reduce the 
effectiveness of the Federal 
Government’s operations 

5.69(1.20) 5.38(1.35) 3.07 <.0001 

60. People in the cash economy pay 
very little tax 5.26(1.38) 4.77(1.52) 4.23 <.0001 

51. I prepare my own tax return 
correctly because there is a strong 
chance I would get caught if I 
didn’t 

4.59(1.73) 4.93(1.65) -2.55 <.01 

54. In Australia there is a 
widespread belief that it is easy to 
claim for more deductions than you 
are entitled to 

4.32(1.59) 3.58(1.50) 5.97 <.0001 

92. If the ATO set up a fraud 
hotline I would use it to report 
people who seemed to evade their 
tax obligations 

4.32 (1.54) 4.25(1.57) 5.14 <.0001 

48. The ATO is effective in dealing 
with the cash economy 2.87(1.53) 3.56(1.37) -5.94 <.0001 

58. Because the law is so strict, few 
people abuse the tax system 2.66(1.34) 3.13(1.56) -4.14 <.0001 

Results in Table 4 above with p values less than .01 indicate that 
taxpayers and tax staff agreed that unpaid taxes reduced the 
effectiveness of government operations, that they prepared their tax 
returns correctly to avoid being caught, and that people in the cash 
economy paid very little tax. Whilst both disagreed that the ATO was 
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effective in dealing with the cash economy, tax staff disagreed more 
than taxpayers. Tax staff were perhaps in a better position to make 
that assessment. Nevertheless, tax staff agreed that there was a 
widespread belief that it was easy to claim more deductions than one 
was entitled to, whereas taxpayers disagreed, indicating taxpayers 
perceived tax staff were effective in administering tax law. ATO 
staff did not perceive themselves as fully effective in managing non-
compliance possibly because they worked with non-compliance and 
would be aware of rates of evasion. The success rate may be 
perceived as high given that there is a continuous programme of 
compliance research and risk assessment. 

3.5 Fairness of Tax System 
Table 5: ATO System and Fairness (1 = ‘Strongly disagree’, 4 = 
‘Neutral’, 7 = ‘Strongly agree’) 

Question ATO 
Mean(SD) 

TP 
Mean(SD) 

 
t-test 

 
p 

39. ATO staff treat me fairly 5.27(1.25) 4.48(1.04) 8.63 <.0001 

85. The ATO takes more 
than a fair share of my 
income 

4.70(1.61) 5.38(1.41) -5.53 <.0001 

55. The ATO is fair and 
considerate with those who 
get audited 

4.79(1.29) 4.08(0.98) 7.64 <.0001 

93. I don’t usually notice the 
amount of tax I pay because 
it is taken out when I get paid 

4.16(1.97) 3.55(2.03) 3.89 <.0001 

20. Because it is based on 
taxable income (after 
allowable deductions), the 
amount of tax expected from 
all Australians is fair 

3.7(1.90) 3.05(1.84) 4.61 <.0001 
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21. The federal tax laws 
ensure that everyone pays the 
fair and correct amount of 
tax 

3.05(1.83) 2.60(1.67) 3.26 <.001 

Table 5 above shows significant results for perceptions of 
fairness of the tax system with p values less than .001. Items 
considered the quality of the ATO’s client service and the fairness of 
the amount paid in income tax. There were noteworthy differences in 
how compliant taxpayers and tax staff perceived taxpayers’ treatment 
by the ATO and who was responsible for income tax policy. While 
both groups agreed that the ATO staff treated them fairly, tax staff 
agreed more than taxpayers that the ATO treated them fairly, and 
that the ATO was fair and considerate of someone being audited. 
Taxpayers strongly agreed that the ATO took more than a fair share 
of their income, even though the ATO is responsible for tax 
administration and not tax policy. While tax staff also agreed, the 
level of agreement was not as high perhaps because of cognitive 
dissonance due to differences between expected values and norms 
and personal beliefs. 

3.6 Tax Competence and Difficulty 

Table 6: Compliance Competence (1 = ‘Strongly disagree’ to 
7 = ‘Strongly agree’) 

Question ATO 
Mean(SD) 

TP 
Mean(SD) 

 
t-test 

 
p 

90. It is the responsibility of tax 
professionals to ensure that their 
clients pay the correct amount of 
tax 

5.60(1.45) 5.88(1.10) -2.72 <.0001 
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12. I know the tax laws well 
enough to prepare my own tax 
return 

5.36(1.62) 2.61(1.66) 21.16 <.0001 

37. Filling out a tax return on 
my own makes me feel worried 2.61(1.55) 4.52(1.86) -14.14 <.0001 

36. If I am not quite sure of 
something on a tax return, I 
guess the answer 

2.19(1.25) 2.54(1.40) -3.38 <.0001 

3.7 Tax System: Equity and Rates 
Table 7: Tax System Equity and Rates (1 = ‘Strongly disagree’ to 
7 = ‘Strongly agree’) 

Question ATO 
Mean(SD) 

TP 
Mean(SD) 

 
t-test 

 
p 

87. The tax system should be 
changed so that most non-
business people do not have to 
lodge a tax return at all 

4.06(2.05) 3.49(1.80) 3.68 <.0001 

80. Welfare beneficiaries should 
pay tax on their welfare income 3.99(1.84) 3.54(1.88) 3.08 <.002 

83. If everyone paid more tax 
we would get better government 
services 

3.90(1.76) 3.16(1.71) 5.40 <.0001 

84. After allowing for a tax free 
threshold, there should be only 
one rate of tax, no matter how 
much you earned 

3.05(1.91) 3.82(2.12) -4.82 <.0001 

Table 7 above shows results with p values less than .002. 
Taxpayers and tax staff both disagreed that welfare beneficiaries 
should pay tax on their welfare income, and that if everyone paid 
more tax there would be better government services. Tax staff were 
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neutral about whether there should be changes to the tax system so 
that non-business taxpayers need not lodge tax returns, but taxpayers 
did not want tax returns to be discontinued. Taxpayers prefer to 
maintain access to their annual tax refunds, as they then remain 
active participants with some control of how much tax they pay in 
what they see as an ambiguous and unfair system. 

ATO staff disagreed more than taxpayers did that there should 
only be a single tax rate, but ATO staff more so indicating that 
despite taxpayers’ low competence levels, they were socially 
engaged and supported existing structures for tax rates. As taxpayers’ 
responses were closer to neutral, it might also indicate that because 
of their low knowledge of tax, taxpayers might be fearful of change, 
and do not have a clear understanding of the technical or tax 
implications of a single tax rate. The degree of tax staff and 
taxpayers’ separation in knowledge and competence therefore 
extends to their understanding of other tax issues. 

3.8 Tax Agents 
Table 8: Tax Agents are Necessary (1 = ‘Strongly disagree’, 
4 = ‘Neutral’, 7 = ‘Strongly agree’) 

Question ATO 
Mean(SD) 

TP 
Mean(SD) 

 
t-test 

 
p 

4. Whenever I use a tax 
professional I get good 
advice 

4.37(1.31) 5.64(1.21) -12.53 <.0001 

9. Using a tax professional 
ensures that I claim all my 
entitlements 

3.83(1.74) 5.84(1.18) -16.79 <.0001 

6. Because I do not want to 
make any mistakes I use a 
tax professional to prepare 
my tax return 

3.55(1.86) 5.93(1.48) -17.75 <.0001 
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7. Because I do not 
understand all the questions I 
use a tax professional to 
prepare my tax return 

3.42(1.80) 5.32(1.82) -13.23 <.0001 

10. Using a tax professional 
guarantees no errors in my 
tax returns 

3.13(1.66) 5.24(1.48) -16.80 <.0001 

42. A good reason to use a 
tax professional is because 
they get better service from 
the ATO than ordinary 
taxpayers 

3.07(1.59) 4.63(1.50) -12.71 <.0001 

Table 8 above shows results for independent t-tests where 
p values were less than .0001. Taxpayers and tax staff agreed that tax 
agents gave good advice but differed in their opinions about the 
benefits and reasons for using their services. Compliant taxpayers 
perceived that tax agents received better service from the ATO, and 
that using them guaranteed no errors and all legitimate tax 
deductions. Unlike tax staff, taxpayers used tax agents because they 
did not understand all the questions on a tax return showing that the 
degree of separation regarding tax agents was substantial. ATO staff 
responses confirmed confidence in their own abilities, levels of tax 
knowledge and competence, but they might not be aware that 
taxpayers do not have the necessary skills or knowledge to cope with 
tax return lodgement. The differences between tax staff and 
taxpayers translate as taxpayers using tax agents to deal with their 
lack of tax competence, to reduce errors and maximise refunds, and 
in the main to be compliant by using someone else’s services. 
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3.9 Tax Knowledge Quiz 
Table 9: Mean Frequency Scores for Six Basic Tax Knowledge 
Questions 

Tax Quiz 
Frequency 

Scores 
ATO 

Correct 
Taxpayer 
Correct 

ATO 
Incorrect 

Taxpayer 
Incorrect 

ATO 
Don’t 
Know 

Taxpayer 
Don’t 
Know 

Average 
for six tax 
quiz items 

 
80.03 

percent 

 
68.85 

percent 

 
12.15 

percent 

 
5.20 

percent 

 
5.95 

percent 

 
23.12 

percent 

Results in Table 9 above show that ATO staff and taxpayers 
reported similar correct response rates for two items, while tax staff 
reported more correct responses for three items and less correct for 
one item. Overall the results indicated that tax staff were 
substantially more knowledgeable about basic tax than compliant 
taxpayers. Given that the question items were basic facts offered to 
secondary school children (Years 11 and 12), the 23.12 percent of 
‘Don’t Know’ taxpayer response results further highlighted the major 
degree of separation between taxpayers and ATO staff. The deficit in 
taxpayer knowledge could explain the problems taxpayers 
experience with tax obligations, and why they transferred tax 
competence work and compliance obligations to tax professionals. 

3.10 Different Perceptions of Tax 
The results identified a substantial degree of difference between 

ATO staff and compliant taxpayers in their perceptions of tax, and 
this was unexpected. The differences indicated that exemplary 
compliant taxpayers were not as tax competent or values oriented, 
nor were ATO staff typical Australian taxpayers. Results indicated 
that taxpayers were faced with high levels of complexity and 
ambiguity at the basic levels of tax, and exhibited lower levels of tax 
competency and tax knowledge. Compliant taxpayers and ATO staff 
did not identify with all tax matters from the same perspective, and 
where results were in accord, the degree of agreement or 
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disagreement was significant. By identifying unexpected differences 
in tax related BBAV items, the study showed that although 
compliant taxpayers were technically exemplars of tax compliance, 
they achieved it by employing tax professionals. If tax staff and 
taxpayers reported similar profiles for demographic and general 
lifestyle factors, then the identified BBAV disparities would reflect 
true differences. 

3.11 Demographics 
Table 10: Demographics 

 ATO staff 
Mean(SD) 

TP 
Mean(SD) 

 
t-test 

 
p  

Age 3.50(1.00) 3.63(1.18) -1.46 NS 35 to 36 years 
of age 

Gender 1.57(0.50) 1.53(0.50) 1.04 NS 50 percent 
more females 

Income 3.49(0.90) 3.45(1.12) 0.52 NS Approx 
AUD 40,000 pa

Education level 
achieved 2.52(0.73) 2.36(0.89) 2.53 .012 2=secondary 

3=tertiary 

Home 
ownership status 1.49(0.83) 1.45(0.81) 1.90 NS Most home 

owners 

Employment 
status 1.16(3.45) 2.01(1.76) -8.72 <.0001 1=Full-time 

2=Part-time 

Marital status 1.52(0.81) 1.38(0.72) 1.44 NS Most married 

Children: 
number of 0.97(1.10) 1.07(1.18) 0.26 NS On average one

child 

The results in Table 10 above show results for independent 
t-tests with only two results with reported p values less than .01. 
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Demographics for age, gender, income range, marital status and 
number of children were similar for taxpayers and tax staff. The 
education range for tax staff was higher, but given that the ATO 
recruits more graduates and has a high level of senior officers, this 
result was expected. Similarly, the ATO has a predominance of 
permanent full-time staff, and the private sector increasingly more 
part-time, casual and unemployed. These two differences aside, tax 
staff and taxpayers exhibited similar demographic characteristics and 
this confirmed that tax staff and taxpayers’ compliance behaviours 
were explained by factors other than demographics. 

3.12 Lifestyle and Tax Environment 
Table 11: Lifestyle and Tax Environment (1 = ‘Yes’, 2 = ‘No’, 
3 = ‘Don’t know’; LifeQ: 1 = ‘Low’, 2 = ‘Medium’, 3 = ‘High’) 

Question ATO staff 
Mean(SD) 

TP 
Mean(SD)

 
t-test 

 
p 

Do you think that you will have 
adequate funds for your retirement 1.98 (0.82) 2.04(0.77) -0.97 NS 

Do you use TaxPackExpress last year 1.91 (0.34) 1.96(0.30) -1.92 NS 

Do you think you will have adequate 
superannuation 1.86 (0.78) 1.95(0.72) -1.52 NS 

Did a tax professional prepare and 
lodge your tax return in 1998 or 1999 1.77(0.45) 1.09(0.32) 21.37 <.0001 

Do you use the internet for business 
purposes 1.72 (0.47) 1.69(0.51) 0.78 NS 

If you have a major tax problem, is the 
Ombudsman the person to help 1.66 (0.79) 2.38(0.82) -11.21 <.0001 

Do you actively practice a religion or 
personal philosophy 1.63 (0.51) 1.65(0.52) -0.46 NS 
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LifeQ: In your view, is Australia one 
of the highest, medium or lowest taxed 
countries in the Western world? 

1.58 (0.56) 1.52(0.55) 1.42 NS 

Would you vote in political elections if 
it were not compulsory 1.42 (0.69) 1.34(0.64) 1.66 NS 

Do you think that serious tax evaders 
should be jailed 1.38 (0.69) 1.59(0.79) -3.52 .001 

Do you have private health insurance 1.35 (0.48) 1.32(0.49) 0.63 NS 

Would stressful life events like death 
in the family, unemployment and 
divorce make it difficult for people to 
meet their tax obligations 

1.27 (0.61) 1.53(0.80) -4.70 <.0001 

If you wanted to use a tax professional, 
could you afford to do so 1.24 (0.51) 1.12(0.44) 3.05 .002 

Did you prepare your own tax return in 
1998 or 1999 1.21 (0.42) 1.92(0.34) -23.15 <.0001 

Have you seen or heard of the 
Taxpayers’ Charter 1.09 (0.31) 1.96(0.33) -34.35 <.0001 

Is English the main language spoken at 
home 1.08 (0.28) 1.07(0.26) 0.80 NS 

Should everyone keep their tax file 
number private, confidential and 
secure 

1.07 (0.32) 1.24(0.62) -4.37 <.0001 

Are you an Australian citizen 1.02 (0.14) 1.06(0.25) -2.49 .013 

In Table 11 above scores reported closer to 1 mean ‘No’ and 
scores closer to 2 mean ‘Yes’. Exploration of lifestyle factors 
provided further insights and a more holistic view of the differences 
between tax staff and taxpayers. Nine items produced non-significant 
results and nine items significant results with p values ranging from 
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.01 to .0001. Taxpayers and tax staff both reported that they would 
not have enough savings for their retirement and superannuation, and 
would vote in political elections even if it were not compulsory. Not 
all taxpayers were Australian citizens, but English was the main 
language spoken at home. Other than these items, all other 
significant results were related to tax. The vast majority of taxpayers 
did not lodge their own returns and used the services of a tax agent, 
had not seen or heard of The Taxpayers’ Charter or the Taxation 
Ombudsman, and were less aware of the necessity to keep tax file 
numbers confidential. Taxpayers agreed that tax evaders should be 
jailed but not as strongly as tax staff, and surprisingly agreed less 
that stressful life events affected compliance obligations. The only 
non-significant tax item was related to Australia’s tax level, where 
both groups reported it as medium. 

Responses indicated that the two taxpayer groups were similar in 
general lifestyle factors and only differed significantly on tax related 
matters. The results confirmed that compliant taxpayers and tax staff 
did not identify with tax from the same perspective, and that 
differences were not due to demographic or personal lifestyle factors. 
Levels of satisfaction from personal and external factors and 
perceptions of the seriousness of legal offences were measured to 
check if other differences explained taxpayer compliance. 

3.13 Satisfaction 
Table 12: Satisfaction — Personal and External Factors (1 = ‘Very 
dissatisfied’, 2 = ‘Dissatisfied’, 3 = ‘Slightly dissatisfied’, 
4 = ‘Neither dissatisfied nor satisfied’, 5 = ‘Slightly satisfied’, 
6 = ‘Satisfied’, 7 = ‘Very satisfied’) 

Question ATO 
Mean(SD) 

TP 
Mean(SD)

 
t-test 

 
p 

Family life 5.62(1.43) 5.82(1.44) -1.75 NS 

Life as a whole 5.62(1.17) 5.80(1.21) -1.94 NS 
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Standard of living 5.46(1.13) 5.53(1.19) -0.75 NS 

Quality of service from welfare system 5.18(2.22) 5.12(2.38) 0.34 NS 

Work/job 5.09(1.51) 5.24(1.62) -1.13 NS 

Ability to handle financial affairs 4.87(1.58) 5.18(1.50) -2.52 .012 

Quality of service from public service  4.85(1.54) 4.63(1.94) 1.60 NS 

Quality of service from police 4.70(1.77) 4.93(1.84) -1.59 NS 

Financial situation 4.53(1.60) 4.45(1.70) 0.62 NS 

Level of savings 3.95(1.80) 3.98(1.85) -0.23 NS 

Service from financial institutions: 
banks, insurance 2.81(1.71) 2.77(1.74) 0.31 NS 

Table 12 above shows that compliant taxpayers and tax staff held 
similar levels of satisfaction for both personal and external 
environments, except for the ability to handle financial affairs where 
the significant p value was .01. Both groups reported only slight 
satisfaction with their ability to handle their financial affairs, but 
surprisingly compliant taxpayers were more satisfied than tax staff, 
possibly because the majority used tax agents. Both groups were 
only slightly satisfied with the quality of service from the police, 
welfare system or the public service. Satisfaction scores identified 
similarities and differences, and confirmed that BBAV differences 
were not due to personal life satisfaction. 
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3.14 Perceptions of the Seriousness of Various Legal 
Offences: Impact on Compliance 
Table 13: Seriousness of Legal Offences (1 = ‘Not very serious’, to 
7 = ‘Very serious’) 

 ATO staff 
Mean(SD) 

TP 
Mean(SD) 

 
t-test 

 
p 

Driving car under the influence of 
alcohol 6.42(1.01) 6.48(1.08) -0.75 NS 

Stealing 6.00(1.15) 6.30(1.02) -3.40 .001 

Evading taxes 5.81(1.29) 5.94(1.16) -1.38 NS 

Doing illegal drugs 5.80(1.73) 6.21(1.40) -3.22 .001 

Shoplifting 5.18(1.53) 5.31(1.67) -0.99 NS 

Driving unregistered car 5.06(1.77) 5.31(1.79) -1.77 NS 

Not having the proper licence 4.94(1.66) 5.22(1.62) -2.12 .034 

According to Table 13 compliant taxpayers and tax staff both 
reported similar results for shoplifting, driving under the influence of 
alcohol, driving an unregistered car, and evading taxes all being 
serious offences. Differences were found for doing illegal drugs, 
stealing and not having a proper licence, where tax staff reported 
them less serious offences than did taxpayers. Taxpayers ranked tax 
evasion as the fourth most serious offence, driving under the 
influence of alcohol the most serious offence, and not having a 
proper licence the least serious. Both groups held similar perceptions 
about tax evasion, but tax staff reported tax evasion as the third most 
serious offence. Results confirmed that taxpayers and tax staff 
identified tax evasion as serious, with no significant difference in the 
degree of perceived seriousness. 
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3.15 Taxpayer and ATO Staff Differences: Unapparent 
Degrees of Separation 

ATO staff were not typical Australian taxpayers. Tax related 
differences between taxpayers and tax staff were identified by the 
degree of separation for BBAV items. The similarities and 
differences emerged as two unapparent taxpayer ‘deficits’: a ‘tax 
competence deficit’ and a ‘tax compliance responsibility deficit’. 
The tax competence deficit refers to taxpayers’ lack of tax 
knowledge and tax confidence resulting in their using tax agents. The 
tax compliance responsibility deficit refers to both taxpayers’ 
transfer of tax compliance obligations to tax agents, and the ATO’s 
management of taxpayer and tax agent tax compliance. Since 
90 percent of taxpayers transferred their tax obligations to tax agents, 
the ATO technically manages tax compliance through tax agents not 
the taxpayers. Figure 1 below shows that tax agents function on two 
fronts, managing both the taxpayers’ tax competence deficit and the 
ATO’s taxpayer compliance responsibility deficit. Tax agents’ 
dualistic role has implications for both tax compliance policy and tax 
agent workloads. 

Figure 1: Managing Taxpayers’ Tax Compliance Responsibility and 
Competence Deficits 

 

Compliance 

Tax compliance 
responsibility and 
competence deficit

Taxpayers were able to prepare necessary documents, knew where to get tax information, and 
agreed that tax returns should be completed on time – but 90% reported that tax was complex, 
returns were too difficult to complete, that they got anxious about filling one out on their own, 

and therefore needed tax professionals to complete them and ensure accuracy 
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Self-preparers constituted only 10 percent of the research 
population, and these taxpayers met their compliance obligations 
directly with or without ATO client support. Non-self preparer 
taxpayers formed 90 percent of the tax population, and dealt directly 
with their tax professionals. Tax consultants and tax agents supported 
taxpayer clients, dealt with the ATO on their behalf, and assumed 
taxpayers’ responsibility for tax competence and tax compliance. 
The ATO’s client support relationships were, therefore, primarily 
with tax agents. In other words, the ATO catered to tax agents and 
10 percent of personal tax taxpayers, whereas tax agents or 
consultants catered to 90 percent of taxpayers and the ATO. 
Individual non-business, self-preparing personal tax taxpayers 
constituted a small proportion of the 2002–2003 taxpayers requiring 
direct ATO support; almost 840 000 of the 10.7 million Australian 
taxpayer population. Any changes in current tax administration 
directly affect only the minority of taxpayers’ competence and 
compliance, but affect all tax agents. 

The ATO requires compliance from all tax agents, tax 
consultants, and self-preparers, but provides indirect client support to 
non self-preparers who transfer their tax competence and compliance 
obligations. Tax agents assume multiple client technical support 
roles for 90 percent of taxpayers. Therefore, the ATO needs to 
implement additional continuous, major and specialised support 
systems like the ‘Tax Agent Portal’. The ATO’s focus needs to be on 
tax agents and what they need to successfully support taxpayers and 
tax administration, as well as specific codes of practice. 

Taxpayers to date also have had no direct opportunity to 
contribute to socially responsible fiscal policy (marginal rates), and 
this might explain why they transfer their tax competence and 
compliance, and tolerate some avoidance. Taxpayers reported that 
the tax system was complex, ambiguous and too difficult, so they 
safeguarded what was deemed rightfully theirs by using tax 
professionals. Although the ATO is technically apolitical, as a tax 
administrator it does provide government with tax information and is 
well placed to understand taxpayers’ behaviour and the consequences 
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of fiscal and tax policy. The same strategic intelligence used to 
identify taxpayers’ non-compliance could also identify the 
consequences of tax agents’ dual tax roles; those of taxpayers’ tax 
competence, and administration of self-assessment and voluntary 
compliance. 

4. DISCUSSION 
The current study aimed to identify whether ATO staff and 

compliant taxpayers identified with tax issues from the same 
perspective. Perspectives of tax were not all similar, and those that 
were yielded otherwise unapparent differences; degrees of 
separation. Taxpayers and tax staff differed in their perceptions about 
whether the tax system was fair (Table 5), whether the ATO was fair 
and professional (Table 1), their experiences of client service 
(Table 1), and whether they knew enough about tax to meet their 
obligations (Tables 2, 3 and 8). Taxpayers put off completing tax 
returns because it was too difficult to do on their own (Table 3), and 
believed that they needed to use a tax agent (Table 8). Tax staff were 
more knowledgeable and tax competent (Table 9), reported that 
although tax was difficult, completing tax returns was not (Table 2), 
and that it was not necessary for non-business individuals to use a tax 
agent (Table 9). These results, two ATO, 11 tax and one tax agent-
based categories, confirmed that ATO staff were not typical 
Australian taxpayers, and explained compliant taxpayers’ unapparent 
tax competence and tax compliance responsibility deficits. 

4.1 Differences between ATO Staff and Compliant 
Taxpayers 

Taxpayers and ATO staff held different views about the level of 
good advice given by the ATO (Table 1). Staff perceived that they 
provided higher levels of service than did taxpayers. The ATO 
should continue to administer community-based surveys (omnibus) 
or focus groups to determine how this perception formed in order to 
reduce it. Compliant taxpayers exhibited proactive tax values, 
attitudes, beliefs and behaviours, and there was no evidence of 
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extreme counter-productive behaviour, responses to perceived 
unfairness that could be called ‘tax rage’, yet, the identified 
differences between taxpayers and tax staff highlighted reduced 
direct relationships between taxpayers and the ATO. 

One major difference was that taxpayers adapted their 
compliance behaviours according to a perceived skills deficiency or 
tax compliance related difficulties. For example, they reported that 
tax returns were too difficult to understand and complete, so they 
engaged tax agents. This behaviour could be viewed as only a 
taxpayer’s preference and choice given that tax agents are more 
qualified to meet tax obligations and secure maximum tax refunds. 
The reality, however, is that taxpayers lacked tax competence and 
chose not to be responsible for their tax compliance obligations. 
Taxpayers understand the impact of taxes and marginal rates, and 
their need to successfully maximise their entitlements is best realised 
by using tax agents. 

4.2 Tax Agents 
Tax agents are responsible for the majority of personal tax 

returns and there is a realistic ATO expectation for higher tax agent 
compliance rates. Previous research, however, consistently reported 
that tax agent involvement was no guarantee for tax compliance.47 
Another area of concern is that despite taxpayers being held legally 
responsible for the contents of tax returns, any errors made or 
avoidance undertaken by tax agents on advisement by their clients is 
the taxpayers’ responsibility and not that of their tax agent 
(Table 6).48 Taxpayers appear not to willingly accept full 
responsibility, despite any pressure exerted on their tax agents to act 
in their interest. Do tax agents face legal action from clients who 

                                                        
47 J Becker, ‘Fostering Public Confidence in the Tax Profession: An Examination of 
Ethics and Legal Liability’ (1996) 14(1) Journal of Accounting Education 133; and 
Murphy, above n 19. 
48 Australian Taxation Office, Warning on Unregistered Tax Agents, Press Release, 
Nat 02/88 (9 October 2002); and Niemirowski and Wearing, above n 33. 
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refuse to accept responsibility for their tax returns? At present there 
is no formal code of ethics or professional code of conduct exclusive 
to tax agents.49 Tax agents operate using guidelines available on the 
ATO’s website and also established CPA practices. These are 
practical guidelines, but these do not adequately account for tax 
agents’ dual roles or any client and ATO policy conflicts. If 
taxpayers consciously assign their tax responsibility to tax agents, 
then tax agents require an explicit code of practice and guidelines 
that safeguard both tax professionals and taxpayers from legal action. 

4.3 Compliant Taxpayers 
Compliant taxpayers did not identify with tax matters from the 

same perspective as ATO staff, and other taxpayer populations and 
tax professionals might not share their perceptions either. Whilst the 
ATO’s focus remains on identifying non-compliance and promoting 
enforcement, the fundamental tax issues and problems experienced 
by the majority of taxpayers remain unresolved. The lack of 
specialised practical support affects not only tax compliance 
behaviour but also ATO, taxpayer and tax agent relationships. The 
reasons for compliant taxpayers’ tax anxiety were a lack of tax 
competence (Table 6) and knowledge (Table 9), and concerns about 
making errors and maximising entitlements (Table 8). An additional 
unapparent difference was that tax agents ‘inherited’ taxpayers’ tax 
compliance obligations (Table 6), and that tax agents were not 
supported by an updated code of practice.50 Despite the difficulties in 
completing a tax return, taxpayers did not support their 
discontinuation (Table 7). This fact puts additional pressure on the 
ATO to better understand why taxpayers prefer to maintain the 
current system of reporting when they perceive it as too difficult to 
manage on their own. The ATO should explore further the impact of 
taxes, marginal tax rates, the culture of tax returns and refunds, 

                                                        
49 S Ross, Ethics for Tax Practitioners (1993); and Australian Taxation Office, Code 
of Practice Won’t Cause Delays, Press Release, Nat 97/25 (27 June 1997). 
50 See the references cited at n 49, above. 
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taxpayers’ perceptions about the amount of tax they and others pay, 
and personal taxpayer opportunities to control and maximise refunds. 
For example, the ATO could investigate whether tax returns and 
lodgement documentation should remain primarily geared towards 
the minority of self-preparers or to tax agents who represent most 
taxpayers and need better options and support. 

The results indicated that while the ATO improved client service 
by introducing The Taxpayers’ Charter and the ATO Compliance 
Model and by simplifying the tax system and tax refund forms, the 
majority of taxpayers transferred their tax responsibility to tax agents 
because they believed they needed to. Therefore, the key questions 
are how many actual personal tax taxpayers effectively benefit from 
tax simplification and reforms and compliance advice, and where 
should the ATO direct its administrative efforts? Tax agents work in 
two potentially conflicting spheres, one with the ATO to help reduce 
the ‘tax compliance responsibility deficit’ and the second with 
taxpayers to reduce their ‘tax competence deficit’ and maximise tax 
refunds. The critical detail is how tax agents ‘juggle’ the demands of 
taxpayer compliance obligations and tax client refund expectations, 
and cope with the substantial workload generated by representing the 
majority of Australia’s taxpayers. How do tax agents make complex 
decisions about how to best support each sphere without 
compromising their own and taxpayers’ obligations, and their 
professionalism? Even though taxpayers are legally responsible for 
the content of their completed tax returns, tax agents are expected to 
meet taxpayers’ compliance obligations, address their expectations of 
maximum tax refunds and favourably interpret any ambiguous tax 
laws. 

4.4 Tax Compliance and Competence Deficits 
The ATO monitors the behaviour of tax agents as well as that of 

self-preparer taxpayer clients to enforce tax compliance obligations. 
If using tax agents is no guarantee of tax compliance, then what is 
the strategic gain for the ATO given that they continue to monitor all 
taxpayers albeit via tax agents? The foremost benefit to the ATO is 
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that there are less tax agents than taxpayers to scrutinize in relation to 
tax return lodgement and compliance, and it is more efficient to 
monitor tax agents’ behaviour and lodgement trends than those of 
individual taxpayers. It is therefore in the ATO’s interest to fully 
support tax agents. Can tax agents be representatives for compliant 
or non-compliant taxpayers’ tax compliance and competence 
obligations as well as act as the ATO’s tax compliance gatekeepers? 
Expectations for guaranteed tax compliance (with no errors) when 
tax agents have two major tax deficits to address, administer and 
manage is technically unrealistic and unreasonable given the level of 
taxpayers they represent. If, as most taxpayers suspect, tax agents are 
the ATO’s unofficial pseudo mediator, then the ATO is obligated to 
provide a formal code of practice51 in the form of an ATO ‘Tax 
Agents’ Charter’, and more importantly, premium services and 
quality support. Tax agents require full and exceptional ATO support 
in order to meet all taxpayer and administrative tax compliance 
obligations. 

The fundamental challenge for the ATO is to concentrate on how 
to adequately address the tax compliance and tax competence 
deficits. These technically prevent taxpayers from being proactive 
and competent, and place an incompatible double burden on tax 
agents. The current tax system has encouraged taxpayers to seek tax 
agent assistance in order to maximise their refunds and minimise tax. 
It is therefore unlikely that future tax restructuring or reforms will 
easily change or impact taxpayers’ current behaviour. The ATO is 
best served to consider the tax agents’ position and facilitate 
resolutions to the tax competence and responsibility for tax 
compliance deficits. The differences, degrees of separation, between 
taxpayers and ATO staff highlighted that taxpayers believed they 
operated in a system that provided little flexibility at the individual 
taxpayer level (unlike business and large organisations), but more 
options if they used a tax agent. Compliant taxpayers did not identify 
with tax from the same perspective to the same degree as ATO staff, 

                                                        
51 Ross, above n 49. 
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nor were ATO staff typical Australian taxpayers. Of the nine tabled 
categories and 56 significant items, 39 of the results were similar but 
not to the same degree, and the other 17 results were not similar. 
Compliant taxpayers were compliant according to the ATO’s 
recorded historical data of taxpaying behaviour such as lodgement, 
debt payment and audit risk, but 90 percent of taxpayers elected to 
transfer all tax competence and compliance responsibility to their tax 
agents. Decisions to transfer were based on the need to maximise 
entitlements, reduce tax anxiety, and effectively deal with their 
deficit of tax knowledge and tax competence. Why compliant 
taxpayers complied was not explained by their shared tax values, but 
by degrees of difference. Taxpayers’ deliberate choice to avoid 
complex tax by transferring their tax compliance obligations and tax 
knowledge deficits to tax agents clearly indicated that compliant 
taxpayers and ATO staff were two discrete compliant taxpayer 
populations. These results potentially challenge the perception that 
compliant taxpayers are exemplars of tax compliance as they are not 
compliant in a direct or traditional way. The differences highlighted 
tax agents’ pivotal and multiple roles, and the ethical challenges they 
face in meeting taxpayer and ATO obligations. Due to tax agents’ 
important roles in tax compliance, the ATO needs to reconsider who 
is the primary target of tax simplification and reform, the value of an 
ATO ‘Tax Agents’ Charter’ and customised ‘Tax Agents’ Code of 
Practice’. In addition, will future tax reforms change the existing 
relationships between the ATO, taxpayers and tax agents, and how 
will taxpayer tax compliance and competence deficits be affected? 

5. CONCLUSION 
The aim of the current study was to re-analyse in greater depth 

data from the Determinants Study about tax attitudes compliance 
research, and to confirm whether compliant taxpayers and tax staff 
identified with tax from the same perspective. Differences and 
similarities were identified. However, there were more differences in 
how ATO staff and compliant taxpayers related to tax and how 
taxpayers met their obligations. The principle findings were that 
there were degrees of separation in how taxpayers achieved tax 
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competence and tax compliance. In addition, since 90 percent of 
compliant taxpayers relied on external expertise and tax agents were 
identified as key to tax administration, tax agents would benefit from 
the introduction of an ATO ‘Tax Agents’ Charter’ and customised 
‘Tax Agents’ Code of Practice’ in order to reduce ethical stress52 and 
any potential ATO and taxpayer-based ethical and legal conflicts, 
and to help the ATO’s progress towards a productive relationship of 
mutual dependency.53

                                                        
52 G Miller et al, ‘How Financial Managers Deal with Ethical Stress’ (2005) 65(3) 
Public Administration Review 301. 
53 Australian Taxation Office, ‘Future Directions in Tax Administration 
(A Relationship of Mutual Dependency)’ (Address by Michael Carmody, 
Commissioner of Taxation, Ballarat, 22 May 2003). 
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Research about Taxpayer Attitudes Survey Questionnaire: 93 
Items 

Likert scale: 1 = Strongly disagree, 4 = Neutral, 7 = Strongly agree, 
8 = Not applicable 

Item Question 

1 In the past, I have gone first to the ATO for help with tax matters 

2 In the past, I have gone first to friends for help with tax matters 

3 I avoid asking the ATO for advice about my tax return 

4 Whenever I use a tax professional I get good advice 

5 The ATO gives me advice without delay 

6 Because I do not want to make any mistakes I use a tax professional to prepare 
my tax return 

7 Because I do not understand all the questions I use a tax professional to 
prepare my tax return 

8 Because I find the tax forms to be so unclear, I get someone else to prepare my 
tax return 

9 Using a tax professional ensures that I claim all my entitlements 

10 Using a tax professional guarantees no errors in my tax returns 

11 The ATO gives me accurate advice 

12 I know the tax laws well enough to prepare my own tax return 

13 Before my tax return is prepared, I have readily available all the tax 
information and records I need 

14 I understand all the questions on the tax form 
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15 I know where to get advice to prepare my tax return 

16 It takes too much time to find the information necessary for my tax return 

17 In my opinion tax return forms are easy to complete 

18 I have found tax returns too difficult to do 

19 Tax returns should be lodged on time every year 

20 Because it is based on taxable income (after allowable deductions), the amount 
of tax expected from all Australians is fair 

21 The federal tax laws ensure that everyone pays the fair and correct amount of 
tax 

22 Compared to business people, wage earners pay a greater share of their income 
tax 

23 Large organizations use their knowledge of the law to avoid paying their fair 
share of tax 

24 Most taxpayers use their knowledge of the law to minimise their tax 

25 All long-term tax debt should be pursued by the ATO 

26 Unpaid taxes reduce the effectiveness of the Federal Government’s operations 

27 It is ethical to claim for everything you are entitled to 

28 It is everyone’s responsibility to pay the correct amount of tax 

29 Underpaying taxes does not do anyone any harm 

30 Because it takes so much time, I put off completing my tax return 

31 Because it is uninteresting, I put off completing my tax return 

32 Even if I do not expect a refund, I lodge my tax return as soon as possible 
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33 If I think the refund will be more than $500, I complete my tax return as soon 
as possible 

34 I put off completing my tax return because I do not like dealing with 
government agencies 

35 When I do not expect a refund, I put off completing my tax return 

36 If I am not quite sure of something on a tax return, I guess the answer 

37 Filling out a tax return on my own makes me feel worried 

38 In Australia we expect that everyone will lodge their tax return on time 

39 ATO staff treat me fairly 

40 I am satisfied with the service the ATO provides 

41 I would pay my tax bill much earlier than the due date if there was a good 
reason to do so 

42 A good reason to use a tax professional is because they get better service from 
the ATO than ordinary taxpayers 

43 ATO staff are helpful with my enquiries about tax returns 

44 In my opinion, the ATO is professional in the way it treats me as a taxpayer 

45 Even if they do not have all the receipts and records, most people claim all 
their entitlements 

46 It does not matter if people claim a little more in deductions than they are 
entitled to 

47 It does not matter if people claim a lot more in deductions than they are 
entitled to 

48 The ATO is effective in dealing with the cash economy 
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49 In Australia it is expected that everyone will only claim for deductions that 
they are entitled to 

50 Tax reform would help the ATO to do a better job in explaining how the tax 
system works 

51 I prepare my own tax return correctly because there is a strong chance I would 
get caught if I didn’t 

52 Because the tax law does not treat everyone equally, a person is entitled to 
even things up by not declaring all information correctly 

53 When the amount of avoidance is small the ATO should let it go 

54 In Australia there is a widespread belief that it is easy to claim for more 
deductions than you are entitled to 

55 The ATO is fair and considerate with those who get audited 

56 Nowadays the ATO is making a big effort to try to help taxpayers understand 
laws and regulations 

57 The ATO believes that nearly everyone pays their fair share of tax 

58 Because the law is so strict, few people abuse the tax system 

59 The taxation law is straightforward and clear 

60 People in the cash economy pay very little tax 

61 In Australia, with regard to tax, people do not dob one another in 

62 Even tax professionals find it difficult to understand the reasoning behind tax 
rulings 
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63 Changes in the tax law make it difficult to understand which deductions you 
can claim 

64 In my opinion, tax laws and regulations are always changing, so it is very 
difficult to get a tax return exactly right 

65 Amounts of over claiming I might have done are insignificant compared to the 
tax avoidance by wealthy people 

66 In the past I might have mistakenly claimed more deductions than I was 
entitled to 

67 In the past I have not always lodged a tax return, even when it was necessary 

68 The wealthy have ways of minimizing their taxes not available to the average 
taxpayer 

69 The tax system should ensure social equality in Australia 

70 There is a strong chance that a taxpayer will get audited by the ATO 

71 Anyone who over claims on their return should be severely penalised 

72 Paying tax is necessary so the government can operate effectively 

73 Australian taxpayers would tolerate higher taxes if it meant improved health, 
education and welfare services 

74 It is everyone’s responsibility to comply with the tax laws 

75 It is difficult to complete a tax return 100% accurate tax return 

76 Everyone in society benefits equally from the tax system 

77 If everyone paid the right amount of taxes we would all pay less tax 

78 The Government spend all the money collected from taxes wisely 

79 It is better to have many taxes that are low, than fewer taxes that are high 
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80 Welfare beneficiaries should pay tax on their welfare income 

81 Tax laws and regulations sometimes seem to contradict one another 

82 The taxation system should contribute towards economic growth in Australia 

83 If everyone paid more tax we would get better government services 

84 After allowing for a tax free threshold, there should be only one rate of tax, no 
matter how much you earned 

85 The ATO takes more than a fair share of my income 

86 
If I forgot to lodge my tax return one year, and did not get caught, I might not 
lodge the following year because I would be worried about how the ATO 
would deal with me 

87 The tax system should be changed so that most non-business people do not 
have to lodge a tax return at all 

88 People who can afford to pay should clear their outstanding tax debts 

89 In Australia there is a widespread belief that smart people can avoid paying the 
correct amount of tax 

90 It is the responsibility of tax professionals to ensure that their clients pay the 
correct amount of tax 

91 Most working Australians would prefer to get cash in hand and risk getting 
caught for not paying taxes, rather than receive unemployment benefits 

92 If the ATO set up a fraud hotline I would use it to report people who seemed 
to evade their tax obligations 

93 I don’t usually notice the amount of tax I pay because it is taken out when I get 
paid 
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Lifestyle Question Items: 17 Items 
Response range = Yes, No, Don’t know 

Item Lifestyle Questions 

life1 Do you think you will have adequate superannuation 

lifeB Do you use the internet for business purposes 

lifeC Did you prepare your own tax return in 1998 or 1999 

lifeD If you wanted to use a tax professional, could you afford to do so 

lifeE Did a tax professional prepare and lodge your tax return in 1998 or 1999 

lifeF Do you think that you will have adequate funds for your retirement 

lifeG Are you an Australian citizen 

lifeH Is English the main language spoken at home 

lifeI Do you actively practice a religion or personal philosophy 

lifeJ Would you vote in political elections if they were not compulsory 

lifeK Do you use TaxPackExpress last year 

lifeL Have you seen or heard of the Taxpayers’ Charter 

lifeM If you have a major tax problem, is the Ombudsman the person to help 

lifeN Do you think that serious tax evaders should be jailed 

lifeO Should everyone keep their tax file number private, confidential and secure 

lifeP Would stressful life events like death in the family, unemployment and 
divorce make it difficult for people to meet their tax obligations 
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lifeQ 
In your view, is Australia one of the highest, medium or lowest taxed 
countries in the Western world? 

(Choice of ‘Highest’, ‘Medium’ or ‘Lowest’) 

Seriousness of Legal Offences: 7 Items 
1 = Not very serious, 4 = Neutral, 7 = Very serious 

Law1 Shoplifting 

Law2 Driving a car while under the influence of alcohol 

Law3 Driving an unregistered vehicle 

law4 Doing illegal drugs 

law5 Stealing 

law6 Not having the proper licence 

law7 Evading taxes 

Life Satisfaction: 11 Items 
1 = Very dissatisfied, 4 = Neutral, 7 = Very satisfied, 8 = Don’t 
know 

1 The quality of service from financial institutions like banks and insurance 
companies 

2 The way things are going for you financially 

3 Your family life 

4 Your level of savings 

5 Your ability to handle your financial affairs 
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6 The quality of service from police 

7 Your standard of living 

8 Your own work/job 

9 The quality of service from the welfare system 

10 Your life as a whole 

11 The quality of service from the public service 

Tax Knowledge Quiz: 6 Items 
Responses = True, False, Don’t know 

TF1 New employees must complete an Employment Declaration within 14 days of 
starting a new job 

TF2 Everyone over 16 with a bank account must have a tax file number 

TF3 Anyone paying any tax instalments must lodge a tax return 

TF4 Everyone over 16 earning any income must have a tax file number 

TF5 
If anyone has paid any tax instalments, they are required by law to lodge a tax 
return, even if their earnings are below the threshold, (before 1st July 2000:
$5400) 

TF6 Employers must lodge new employment declarations within 28 days 
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THE COMPLIANCE BEHAVIOURS AND VALUES ORIENTATION OF 
YOUNGER AUSTRALIAN TAXPAYERS: PROSOCIAL ENGAGEMENT 

AND IDENTIFICATION WITH TAX. 
 
 

Pauline Niemirowski** and Alexander J Wearing*** 
 
A sample of five hundred young (18 to 21 years) male and female Australian taxpayers were 
selected at random from the Australian Taxation Office taxpayer database and invited to 
provide details about their tax related behaviours, beliefs, attitudes, values, taxpayer based 
relationships, tax compliance, knowledge and competence. One hundred and twenty two 
responses were analysed to identify the determinants of their taxpaying behaviours, and to 
explore their tax experiences, tax relationships and levels of social and tax engagement.  The 
survey questionnaire consisted of two sections and was administered by mail.  The questions in 
the first section related to tax behaviours, beliefs, attitudes, and values (BBAV).  These questions 
formed the theoretical basis for identifying active social engagement, tax relationships and 
values orientation. The second section included demographics, ecological issues 
(environmental, economic and social), and perceptions about the seriousness of selected 
offences, satisfaction with public sector services, their own competence, tax knowledge and the 
fairness of pre GST taxes.  Respondents were in the main full time students, a proportion with 
casual employment.  The associations between younger taxpayers and their tax environment 
were also compared with a sample of 839 adult taxpayers to explore whether younger taxpayers 
exhibited similar or different tax related, beliefs, behaviours, attitudes and values.  Results 
indicated that many younger taxpayers were not competently prepared for proactive 
engagement with tax, exhibited different levels of commitment and identification with social 
systems, and different values orientation with the taxation system. They were not only different 
from adult taxpayers, but viewed tax as less relevant. The implications of potential risk to tax 
systems integrity and compliance, as well as policy changes were addressed. 
 
 

1. INTRODUCTION 

 

1.1  Tax Compliance Research Background 
 

Despite almost forty years of rigorous tax compliance research 1, Australian studies of 

new entrant younger taxpayers’ (18-21 years old) tax compliance behaviour; current values 

orientation and engagement levels in the taxation system are limited.  The paucity of research 

means that tax administrators do not have an enhanced understanding of the determinants of 

younger taxpayers’ (YTPs) compliance, and do not have an understanding of whether to 

establish a customised tax policy to address their distinctive needs.  The Australian Taxation 
                                                           
* The Determinants of Australian Taxpayer Compliance was conducted by the ATO in 2000/2001 
** Psychology dept, The University of Adelaide 
*** Professor, Psychology department, The University of Melbourne.   
Direct all enquiries to apolonia.niemirowski@adelaide.edu.au or ajwe@unimelb.edu.au  
The authors wish to thank Valerie Braithwaite ANU for her valuable feedback, and also the anonymous reviewer 
for their extensive assessment and comments.  
1 A Niemirowski, S Baldwin and A J Wearing  “Thirty years of tax compliance research: of what value is it to the 
ATO?”  In M Walpole & C Evans (Eds) Tax Administration in the 21st Century. St Leonards, Australia: Prospect 
Media Pty Ltd. (2001) 199-213. 

mailto:apolonia.niemirowski@adelaide.edu.au
mailto:ajw@unimelb.edu.au
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Office’s (ATO) 2001 Determinants study earlier identified significant differences in tax factors 

that measured attitudes, beliefs, values, tax behaviours (BBAV) and knowledge between older 

taxpayers and younger taxpayers, 2 but the Determinants research focused on global differences 

between all compliant and non-compliant taxpayers not specifically on details for younger 

taxpayers. The current paper addressed this gap by investigating responses to all BBAV and tax 

related questionnaire items and compared their results with adult taxpayers.   

As younger taxpayers’ tax relationships were not fully understood, investigation at the 

item level was undertaken to increase the potential to capture the full meaning of BBAV factors, 

and also to extract keys as to how these relate to values orientation, levels of wider social 

engagement, proactive tax compliance behaviour and the impact on tax engagement and tax 

systems integrity.  Proactive engagement is here defined as those behaviours, beliefs, attitudes, 

and values that broadly indicate willingness and meaningful involvement, active participation in 

the social system.  Proactive tax engagement would therefore indicate not only observable tax 

compliance and positive values orientation that meet ATO Compliance Model principles3, but 

also that YTPs were aware and accepting of their obligations, that is commitment and 

identification4. Disengagement indicates a resistance to participate, for example, procrastination 

or anxiety, reluctance, perceptions of unfairness, and either no interest or less willingness to 

participate in social systems. The ATO Compliance model is grounded in research that 

incorporates theoretical frameworks from regulation-responsive regulation and motivational 

posturing.  The model recognises taxpayer diversity and indicates hierarchically how the ATO 

responds to taxpayer compliance behaviours5.  It distinguishes the level of taxpayer compliance 

or non-compliance, full engagement (compliance) to disengagement (non-compliance / 

avoidance/ evasion) in a holistic framework that incorporates business, industry, social, 

economic and psychological factors (BISEP).  Through the hierarchical model the ATO 

practices an individual approach treating each taxpayer according to levels of compliance risk 

based on historic tax behaviour.  

 

 

 
                                                           
2 A Niemirowski, S Baldwin and A J Wearing  “Tax related behaviours, beliefs, attitudes and values and taxpayer 
compliance in Australia”.  Journal of Australian Taxation (2003) V6 (1) 132-165 
3 V Braithwaite and J Braithwaite, “The evolution of the Australian Taxation Office compliance model”. In M 
Walpole & C Evans (Eds) Tax Administration in the 21st Century. St Leonards, Australia: Prospect Media Pty Ltd. 
(2001) 215-224. 
4 A Lewis “Attitudes to public expenditure and their relationship to voting preferences”. Political Studies (1980) 25, 
2, 300-306. 
5 V Braithwaite & J Job “The theoretical base for the ATO Compliance Model” Research Note 5, Retrieved 26 
August 2005 from The Australian National University, Centre for Tax System Integrity, Research School of Social 
Sciences & Regulatory Institutions Network Website http://ctsi.anu.edu.au/publications/researchnotes.html 
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1.2  Younger taxpayers and tax 

New entrant YTPs social attitudes, proactive engagement and social behaviours, 

including tax, progressively develop in various contexts 6, and they have only limited tax 

experience.  Recent research indicated that YTPs experienced significant practical tax related 

problems 7, exhibited different value orientations 8, and perceived tax evasion as normal 

behaviour 9.  These findings indicated that YTPs were a discrete group and warranted more 

research attention as their behaviours could have long-term effects on tax administration and 

policy. From the outset YTPs need to learn unfamiliar but basic tax law, develop competencies 

in tax return completion and lodgment, and also appropriate tax values orientation and decision-

making 10.  At best, in the absence of empirical data, the ATO can only make assumptions about 

YTPs engagement, tax compliance and competence and how they develop tax compliance based 

decisions, attitudes, beliefs, values and ethics.   

Tax ethics develop progressively and are open to parental, cultural, institutional, 

educational and societal influences within the broader ecology of their social development. 11 12 

Therefore, the impact of their decisions and judgments, beliefs, behaviour and values orientation 

on tax system integrity needs to be clearly understood by tax administrators, the ATO, if it is to 

influence and manage younger taxpayers’ decisions and compliance behaviours.   

 

1.3 Younger taxpayers’ tax behaviour 

The ATO’s Determinants* research indicated that due to the high level of Don’t Know 

responses, there were potentially significant differences between older and younger taxpayers in 

key tax related areas 13 and the current study explored the BBAV factors that potentially could 

explain tax compliance behaviours by comparing their results with those of adult taxpayers.  

Younger taxpayers reported discrete beliefs, behaviours, attitudes and values that distinguished 

them as a unique segment of the taxpayer population.  Such differences implied that YTPs could 

behave differently into the future, but the consequences and risk levels were not fully explored.   

                                                           
6 E Greenberger , C Chen , M Beam, S Whang and Q Dong “The perceived social contexts of adolescents’ 
misconduct: A comparative study of youths in three cultures”.  Journal of research on Adolescence. (2000). 10(3), 
365-388. 
7 M McKerchar,   “A study of complexity and unintentional non-compliance for individual non-business taxpayers 
in Australia”.   Australian Tax Forum (2002)  17(1), 3-26. 
8 E Kirchler,  “Reactance to taxation: Employers’ attitudes towards taxes”.  Journal of Socio-Economics (1999) 28, 
131-138. 
9 M Orviska and J Hudson  “Tax evasion, civic duty and the law abiding citizen”.  European Journal of Political 
Economy (2003) V19 83-102. 
10 S E Kaplan,  K J Newberry and P M J Reckers, “The effect of moral reasoning and educational communications 
on tax evasion”. The Journal of American Taxation Association Fall 1997 19(2), 38-54. 
11 U Bronfenbrenner, “The ecology of human development” (1979) Massachusetts. Harvard University Press.  
12 L Kohlberg, L. “Stage and sequence: The cognitive-developmental approach to socialization”.  In D. A. Goslin 
(ed) Handbook on socialization theory and research (1969) (pp. 347-480).  Chicago: Rand McNally 
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1.4  Taxation and tax non-compliance 

Non-compliance encompasses both intentional tax evasion and unintentional non-

compliance. Whether younger taxpayers understand the distinction or consequences is key to 

understanding their development as socially responsible and engaged members of civil society, 

where civil society indicates stability and organization. Taxation is ubiquitous and affects 

political, sociological and legal aspects of the social system, and people’s relationships with 

these can be influenced by their attitudes 14.  Tax evasion or non-compliance threatens not only 

government but also voluntary compliance 15.  The ATO defines tax evasion as “unlawfully 

escaping liability for, or payment of, tax.  It is when someone has deliberately and dishonestly 

evaded tax” 16.  The ATO’s references to individual taxpayer compliance are in the main related 

to self-assessment obligations, registering correctly, providing accurate information, lodging 

accurate tax returns on time, and meeting payment obligations 17.  The ATO website includes a 

youth home page and addresses issues such as e-tax, tax return essentials, free tax help, and 

getting a tax file number.   How successful this site is in engaging participation depends on 

younger taxpayers’ pre-existing general social engagement, understanding of basic tax law and 

their obligations. Whether young taxpayers recognise or understand their obligations is separate 

to whether they will access information or meet those obligations.   

 

1.5 Tax and social engagement 

Taxation is interwoven with the social, legal and economic social system.  Taxes/ 

imposts such as income tax (PAYG), and Goods and Services tax (GST) help fund social 

programmes such as education, welfare, defence, health, and management of the social 

environment.  Regardless of their occupational status, taxpayers are engaged, in varying degrees, 

in a social system enmeshed with the taxation system.   The system includes direct and indirect 

social engagement and obligations, and establishes an environment in which taxpayers 

contribute to government administration and civil society.  Perceptions of the social and tax 

system and actual tax behaviour are therefore indicators of a taxpayer’s connection with social 

and tax systems, and also how their relationships could affect social stability.  

Engagement with the tax system, for the purposes of the current research, was restricted 

to the direct and indirect, individual/ internal (taxpayer) and institutional/ external (tax) based 

                                                                                                                                                                                          
13 A Niemirowski et al, above n 1. 
14 J Kasipillai, N Aripin and N A Amran, “The influence of education on tax avoidance and tax evasion”. EJournal 
of Tax Research (2003) V1 (2) 134-146 
15 C T Clotfelter,  “Tax evasion and tax rates: An analysis of individual returns” Review of Economics and 
Statistics, (1983) 65: 363-373 
16 Australian Government (Australian Taxation Office)., (2004). What is tax evasion?  Accessed 17/02/04 
http://www.ato.com.au/print.asp?doc=/content/30331.htm 
17 Australian Government (Australian Taxation Office). ATO Compliance Program. 2004-5. NAT 7769-08.2004 

http://www.ato.com.au/print.asp?doc=/content/30331.htm
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interactions and relationships. Relationships were those between taxpayers and the various 

government institutions, financial, educational and welfare institutions, businesses, family, peers 

and other individuals.   Tax interactions were based on any direct and indirect tax experiences 

and relationships in the context of individual knowledge, attitudes, competence and behaviour.      

 

1.6  Tax experiences and social relationships 

For the current sample of younger taxpayers, their experience of tax was seen as 

dependent on their occupational and educational status, whether they were primarily students or 

primarily employed.  Engagement with tax systems, for younger taxpayers, is generally limited 

to a needs basis such as tax file number (TFN) registration, employment declaration forms (tax 

exemptions), higher education levy (HECS), and income tax (PAYG).  Several studies that 

included younger taxpayers confirmed that their compliance behaviours were different from 

older taxpayers, and also identified a propensity for less compliance 18 19 20. McKerchar’s (2002) 

study, however, identified the practical difficulties younger taxpayers experienced when 

completing a basic tax return, as well as their lack of thoroughness in processing complex 

information 21.  To fully comprehend tax engagement and compliance behaviour in younger 

taxpayers, it was necessary to compare YTP and adult levels of social and tax engagement and 

values orientation. 

Other than relationships with the ATO and tax, younger taxpayers’ tax environment 

includes interaction with other social/ civic systems. The whole social system incorporates either 

direct or indirect relationships and integrates YTP experiences.  YTP engagement could be 

influenced by their confidence in the quality of services provided by private and public 

institutions as well as their experience of them.  The level of YTP client service satisfaction at 

the wider social level is an indicator of confidence with the taxation system 22.  The current 

study measured levels of satisfaction with institutions and life in general, as well as perceptions 

of the seriousness of specific offences and taxpayer lifestyle factors, to gauge the level of 

satisfaction and engagement with the tax system.      

 The current research aimed to identify the level of YTPs engagement to the tax system 

by comparing their taxpaying behaviours, values orientation, and also levels of tax competence 

with those of adult taxpayers.  Results indicated that YTPs and adult taxpayers were similar but 

                                                           
18 L P Grasso and S E Kaplan, “An examination of ethical standards for tax issues” Journal of Accounting 
Education.(2003 V1 6(1) 85-100 
19 M Orviska and J Hudson, n7. 
20 J A Roth, J T Scholtz  and A D Witte A D eds  “Taxpayer Compliance: An agenda for research”  (1989) Vol1 
Philadelphia PA University of Pennsylvania Press 
21 M McKerchar, above n5. 
22 A J Wearing and B M Headey “The would-be tax evader: A profile” paper presented at the 1995 Compliance 
Research Conference Canberra 
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formed two distinct taxpayer segments.  The level of tax knowledge; levels of social and tax 

engagement and values orientation, and also how these factors might affect tax relationships, tax 

competence and compliance were explored.    

 

2.    METHODOLOGY 

2.1 Sample Selection  

The full 2001 Determinants study selected 4,000 taxpayers at random from the ATO 

taxpayer database, and the final research population consisted of 292 compliant and 549 non-

compliant taxpayers, 358 ATO staff, 122 younger taxpayers and 62 tax agents.  The 122 

responding younger taxpayers were aged between 18 and 21 (M=1.11, SD.53), yielding a 

response rate of 24%. The age criterion was the only selection criteria requirement and no tax 

return data was extracted. The majority of YTPs were either unemployed full time students, or 

those working part-time/ casual meaning not all YTPs lodged returns.  Other demographic 

details such as employment status, income, education level, marital status, gender, occupation, 

and home ownership/ accommodation were collected but not used in the analyses due to the 

restrictions caused by the response rate.  The only two statistically significant differences 

between the YTPs who lodged a return and those who did not were employment status and 

income level.  As the profile for lodgers and non-lodgers was otherwise identical the full sample 

of 122 YTPs was used in the current study. 

 

2.2 Representativeness 
Because of the nature of the survey, it was not possible to assume with confidence that 

the responses obtained were random samples of the randomly selected target populations. 

Accordingly, an examination of the “representativeness” of the responses was carried out on the 

demographic and tax characteristics of the responding taxpayers in each group. The records of 

responding taxpayers were compared with those of the total mail out sample for statistically 

significant differences in sample and whole population profiles. The response data was 

sufficiently representative to confirm confidence in the sample. 

 

2.3 The Questionnaire 

The customised survey questionnaires comprised two main sections (see appendix A for 

examples). The questions in section 1 addressed values, attitudes, beliefs and behaviours, and 

client experiences with the ATO.  An example of an attitude question is “All long term debt 

should be pursued by the ATO”.  Most of the responses were measured using a 7 point Likert 

scale ranging from 1 = strongly disagree to 7 = strongly agree.  Reverse direction questions were 
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not included in this section and in the main avoided.  Section 2 included, individual 

demographics, personal lifestyle factors, perceptions of the seriousness of legal offences, levels 

of satisfaction with various institutions and aspects of life, fairness of and knowledge about 

specific taxes. The content of the survey reflected the philosophy and principles of the ATO 

Compliance Model and ATO Taxpayers’ Charter, responding to taxpayers according to their 

individual compliance risk level and to enable them via appropriate education and client support.  

Demographic details such as gender, age, income, education level, home ownership and 

occupation were collected. Measures of satisfaction, seriousness of laws, knowledge of taxes, a 

tax quiz and fairness of taxes were included to construct a holistic view of the taxpayer 

environment as well as incorporate elements such as economics and psychology of the BISEP 

components of the ATO Compliance Model.  

 

2.4 Procedure 
Questionnaires and all related correspondence were personalised appropriate to younger 

taxpayers. Language was tailored according to context and relevance. Taxpayers first received a 

letter of invitation to participate in the study approximately two weeks before the surveys were 

posted. They received their surveys during the final lodgment month (October). A second copy 

of the questionnaire was posted to all participants with a first reminder letter about 3 weeks later, 

and a final reminder letter two weeks later.  Questionnaires were produced and dispatched by an 

external consultant to ensure privacy, confidentiality and anonymity, and included full details 

about the study and its purpose, and also its relevance to the ATO.  

 

3. RESULTS 
3.1  Participant support, privacy and data integrity 

During the period of survey mailouts and collection, a 24-hour hotline was available for 

enquiries. Generally, respondents’ primary concerns were their ability to complete the 

questionnaire; their privacy and possible ATO follow up action if they participated.  Several 

parents advised that they assisted in completing the questionnaire as their children did not have 

the necessary literary skills.  All responses were scanned and collated by the external consultant 

using only de-identified data. Several quality control checks confirmed data integrity and before 

analyses were conducted on site at the ATO a second wave of coding data further protected the 

identity of taxpayers.  
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3.2 Reporting and presentation of results 

The following results present an overview of younger taxpayers (YTPs) behaviours and 

values orientation within the framework of tax administration, tax law and the ATO.  The focus 

was on the interpretation of younger taxpayers’ agree, disagree and don’t know responses as this 

approach afforded an in depth assessment of social and tax engagement. Results for this study 

were analysed according to significant mean differences, independent t-tests (Bonferroni 

corrected) and frequencies for agree, disagree or don’t know categories, and used to identify the 

levels of social engagement and values orientation for YTPs and adults.  From the perspective of 

proactive (active or compliant) and counterproductive (inactive or non-compliant) engagement, 

the results were further analysed to determine the potential impact on tax compliance and values 

orientation.  If behaviours, beliefs, attitudes, values and perceptions indicated proactive 

behaviours (tax competence, low non-compliance behaviours – positive behaviours and active 

engagement), then the level of social engagement was deemed high and proactive, and the 

negative impact on tax compliance low.  Conversely, if the level of engagement was low and 

counterproductive, then the negative impact on tax compliance was high.  The results were used 

to map potential areas of low to high impact on tax compliance behaviour and tax system 

integrity.   

 

3.3  Response rate Younger Taxpayers 
 Table 1.  Response rate and younger taxpayer demographics (N=122) 
Response rate 24%     

Gender 63% female 37% male   

Age 84.4% under 20yrs 12.1% over 20yrs 96.50% between 
18-21 yrs M=1.11, SD .53 

Education level 62% secondary  35% tertiary    

Income level 50% <$5,000 40% $5,000 - $20,000 5% > $20,000  

Employment status 13% full time 19% part-time 8% unemployed 17% self employed 

Student status 29% full time 13% part time (42% students)  

Home ownership 80% with parents 17% rented 2% home owners  
Marital status 95% single 5% relationship   

 

One hundred and twenty two younger taxpayers completed the questionnaires, a 

response rate of 24%.  There was an overrepresentation of females and the sample was analysed 

only as a single group with no gender comparisons. Previous research reported gender based 

compliance behaviour differences, where females were more compliant 23 or no differences at all 

                                                           
23 C Tittle, “Sanctions and social deviance: the question of deterrence”. (1980) New York, NY Praeger 
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24 but more recent studies suggested that any gender differences were explained by the 

interaction between gender and education 25 26.   Forty two percent of the sample was full or 

part-time students with the majority at secondary level, 13% of the sample was employed full-

time, and 80% lived with their parents.  In terms of tax relationships and what affects tax, 

younger taxpayers would be mainly aware of income tax and higher education imposts, and be 

primarily reliant on their parents/ family, workplace, teachers and peers for advice.  The full 

sample of 122 YTPs was used, as there were no statistical differences found between those who 

were required to lodge a tax return and those who were not. 

In the current study, the environmental context of taxpaying behaviour was civil society 

and constituents of the social system that included banks, taxation, welfare and education. In 

particular, the relationships between proactive engagement, and also with tax behaviours, 

beliefs, attitudes, values, perceptions and satisfaction with the taxation system.  Perceptions of 

the seriousness of legal offences, levels of life satisfaction, and personal lifestyle factors were 

measured to further determine younger taxpayers’ level of engagement.  For example, if reports 

for perceptions of the seriousness of law were high, satisfaction was high, knowledge of tax was 

high, and don’t know responses to lifestyle questions were low; then younger taxpayers’ active 

engagement level was identified as high.  High engagement by respondents indicated that they 

were proactive and responsive to social expectations and also recognised their tax obligations. 

 

3.4 Perceptions of the seriousness of various legal offences & impact on YTP 
compliance behaviour 

 
 Table 2 below shows the degree of perceived seriousness of legal offences.  Where the 

degree of seriousness was high, values orientation and proactive behaviour was identified as 

high and the negative impact on compliance behaviour as low.  If the reported degree of 

seriousness was between 50-69% the values orientation was labelled as moderate, if 70-79% 

high, and if 80% and above as very high.  All responses indicated moderate to very high 

orientation and were deemed proactive behaviour. Tax behaviour not identified as proactive was 

identified as a moderate risk to tax compliance behaviour.   

 Adult and YTP taxpayers both reported strong perceptions about the seriousness of the 

offences and although the rankings were different, tax evasion ranked fourth for both samples. 

Younger taxpayers regarded drink driving, taking illicit drugs and stealing to be more serious 

than evading taxes.  Results indicated that a majority also considered not having the proper 

                                                           
24 B R Jackson and V C Milliron, “Tax compliance research findings, problems and prospects”.  Journal of 
Accounting Literature (1986) 5:125-165 
25 P A Hite “ Identifying and mitigating taxpayer non-compliance”  Australian Tax Forum (1997) 13: 155-180 
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licence, shoplifting and driving an unregistered car as serious, but less serious than tax evasion.  

Tax evasion, unlike drink driving and taking drugs, may not be a significant social issue for 

younger taxpayers.  They are more aware of the life threatening consequences of drink driving, 

rate of alcohol and speed related road deaths for under 25 year olds, and the high risks involved 

in taking social and unprescribed drugs. Tax evasion is perhaps not seen as having any direct or 

visible negative effects on life or property, and was therefore ranked lower.  Younger taxpayers, 

like adult taxpayers rated all offences as serious albeit it less serious, except for driving under 

the influence of alcohol. Younger taxpayers exhibited moderate to high proactive social 

engagement and appropriate values orientation for all laws, and especially with drink driving 

and taking illicit drugs.  Nevertheless, the perceptions held by 13% of YTPs about tax evasion 

could negatively impact the tax system if their behaviours were compromised by a lack of 

knowledge or a propensity for low social engagement. 
 
Table 2.   Means, percentage of the seriousness of legal offences. 
Scale Likert 1-7 where 1= not very serious, 7= very serious 
Level of engagement – proactive indicates constructive/ active social engagement   
Regarding laws in 
general, how serious an 
offence is: 

YTP 
Mean 

Adult  
Mean 

% 
Serious 

%  
Not 

serious 

Values orientation 
& Social Engagement / 

Tax Behaviour 

Negative 
impact on 

Compliance  
Driving under the 
influence of alcohol 6.50 6.48 96 0 Very high / Proactive  

Doing illegal drugs 5.78 6.21** 80 10 Very high / Proactive  
Stealing 5.58 6.30*** 82 8 Very high / Proactive  

Evading taxes 5.26 5.94*** 72 13 High (but negative) / Not 
Proactive Moderate 

Not having the proper 
licence 4.82 5.22** 60 21 Moderate  / Proactive  

Shoplifting 4.51 5.31*** 54 26 Moderate  / Proactive  
Driving an 
unregistered vehicle 4.32 5.31*** 54 31 Moderate  / Proactive  

** significant at the .01 level 
*** significant at the .001 level 
Value orientation and engagement levels – low to high  
Tax behaviour - proactive, inactive, or counter-productive compliance behaviour 
Negative impact on compliance behaviour – low, moderate, high 
 

3.5 Life and Institutional Satisfaction  

Satisfaction incorporated general life satisfaction at a personal level to identify whether 

taxpayers generally held negative views or whether they were exclusive to personal or external 

factors.  If younger taxpayers were satisfied with their personal life in general, but not with 

external factors such as the public service, then dissatisfaction could be explained in terms of 

reduced confidence in the services provided by external agents27.  If, however, they were 

                                                                                                                                                                                          
26 M Richardson and A Sawyer,  “A taxonomy of the tax compliance literature: further findings, problems and 
prospects”.  Australian Tax Forum (2001) 16 (2) 137-320. 
27 A J Wearing et al, see above no 22.  
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dissatisfied with all aspects of life, then dissatisfaction could not be attributed to non-personal 

factors.  High satisfaction scores would indicate that YTPs were socially proactive, engaged 

with various social institutions, and generally were confident with client service and institutions. 

One fundamental change affecting personal behaviour has been the ‘financialisation’ of society.  

That is, a high level of financial sophistication and competence is not only demanded by 

taxation, but also by attributes of life such as levels of saving, financial planning and 

management, welfare and superannuation, as these are all increasingly important to functioning 

in society. Personal ability and external factors relating to YTPs management of finance based 

services all reported lower satisfaction rates, indicating levels of confidence and the impact that 

knowledge and competence have on YTPs perceptions of tax.   

Table 3 below shows YTPs and adult taxpayers satisfaction mean scores, frequency 

scores for YTP satisfaction and dissatisfaction, and the level of social engagement and negative 

impact on compliance behaviour.  High satisfaction (>80%) indicated high engagement and 

proactive social behaviours. Low satisfaction rates (<60%) indicated low engagement   

    

Table 3.  Satisfaction 
Scale: Likert 1- 7. 1= very dissatisfied, 7 very satisfied 
Thinking about your life as 
a whole, how satisfied are 
you with… 

YTP 
Mean 

Adult 
Mean 

YTP % 
Satisfied 

YTP % 
Not 

Satisfied 

YTPs Level of Social 
Engagement and negative 

impact on compliance  
Family life 5.85 5.82 88 6 High and Proactive 
Standard of living 5.64 5.53 87 6 High and Proactive 
Your life as a whole 5.69 5.80 83 8 High and Proactive 
Your own job / work 4.84 5.24* 64 22 Medium and Proactive 
Ability to handle financial 
affairs 4.73 5.18** 63 27 Medium and Proactive 

Service from police 4.71 4.93 63 22 Medium and Proactive 
Service from public service 4.77 4.63 52 21 Low and Proactive 
Your financial situation 3.75 4.45*** 40 50 Low and Inactive 
Service from welfare service 4.45 5.12** 39 34 Low and Inactive 
Service from financial 
institutions: banks, insurance  3.53 2.77*** 36 55 Low and Inactive 

Level of savings 3.36 3.98** 29 64 Low and Inactive 
* significant at the .05 level, ** significant at the .01 level, *** significant at the .001 level 
 

Although younger taxpayers were very satisfied with their standard of living and their 

personal life, 22% were less satisfied with their work, 34% with service from police, and 21% 

with the public service sector in general. Results also indicated that 63% of YTPs were satisfied 

with their ability to handle financial affairs. This level of compromised competence and 

detached behaviour reported by the remaining 37% might affect commitment and identification 

with the system, proactive engagement, and potentially tax compliance and tax system integrity.  

The level of dissatisfaction with YTPs financial situation and level of savings was not 

unexpected given that most of the sample was full time students with incomes below $5000.  

They also reported very low satisfaction with (confidence in) welfare services and financial 
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institutions, and in general, institutions did not perform well. Whether younger taxpayers knew 

enough about the various social services or had actual negative experiences and perceptions was 

not measured, so it was unclear whether their tax attitudes and beliefs were formative or already 

established.  Nevertheless, YTPs low satisfaction with services from the public service indicated 

the potential for disengagement and negative impact on tax system integrity.   

The ATO assumes that with some customised assistance (TaxPack, ATO Taxpayers’ 

Charter, Website), younger taxpayers can manage their own tax affairs, but the levels of 

satisfaction with (confidence in) public institutions indicated that institutions were seen to be 

somewhat hostile and less supportive or enabling. Wearing and Heady (1995) reported a 

relationship between the propensity to evade and confidence in institutions 28, so continued input 

from the taxpayer community and targeted research is therefore necessary so that administrators 

are fully aware of the specific factors that inhibit client satisfaction and taxpayer competence to 

meet their tax obligations.  For example, according to an USA March 2004 survey of young 

taxpayers, 3 to 1 preferred online filing of taxes 29. Would Australia’s younger taxpayer segment 

also prefer to lodge online and use inkless PIN numbers to secure their records and privacy 30 if 

the process was designed to be quick and straightforward?  Community outreach programmes 

and simulations would identify this as well as tax knowledge and competence, tax anxiety and 

levels of proactive engagement.  

 
3.6 Tax knowledge / tax competence – social engagement and impact on compliance  
 

Table 4 below shows results for a basic tax knowledge quiz consisting of six tax questions, 

and compares YTPs and adult taxpayers.  Where the percentage correct was less than 50% YTPs 

tax behaviour was seen as counterproductive.   Their lack of knowledge was not a high risk in 

relation to direct tax avoidance behaviour but was a low to moderate risk to tax system integrity 

because of their inability to meet basic obligations.  

In general, YTPs in comparison to adult taxpayers reported little or no knowledge of the 

most basic tax obligations.  The results indicated very low tax competence and high potential for 

counterproductive behaviours such as non-compliance and low engagement.  Self-perceptions of 

low competence could result in disengagement, avoidance behaviours or involuntary non-

compliance.  To avoid the possibility of further disengagement, the ATO could consider 

conducting additional customised ‘early entry’ education programmes so that younger taxpayers 

were better informed, actively aware of the full tax process, had hands on experience and were 

                                                           
28 A J Wearing et al, see above no 22. 
29 San Antonio Business Journal.  (2004) Survey: Young taxpayers prefer online filing 3-to-1. 25/03/2004 accessed 
November 2004 http://www.bizjournals.com/sanantonio/stories/2004/03/22/daily2 

http://www.bizjournals.com/sanantonio/stories/2004/03/22/daily2
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more confident about meeting their tax obligations.  For example, the ATO could enhance their 

online / website support by providing, at the personal tax (individuals) entry point, various 

interactive and customised subcategories exclusive to younger taxpayers and first time lodgers. 

Younger taxpayers reported significantly high levels of don’t know responses and an awareness 

of their lack of tax knowledge might make them feel less competent than they actually are and 

therefore more anxious.  They might also be less likely to seek help because of embarrassment, 

frustration, indifference, or increased detachment. To improve younger taxpayers’ sense of 

control, the education system could assist by building tax related assignments into the 

curriculum.  Without interactive and direct support, younger taxpayers’ low levels of basic tax 

knowledge could have a significant impact the integrity of the tax system and reduce compliance 

behaviour. 
 
Table 4.  Knowledge of tax - True False Quiz 
Scale 1= True, 0 = False, 1= Don’t know: Social engagement; proactive, inactive or counterproductive*  

True or False? YTP % 
Correct 

Adult % 
Correct 

YTP  
%Don’t  
Know 

Type of YTP 
Tax behaviour 

Impact on  
Compliance  

New employees must lodge 
employment declaration within 14 
days 

23 3 74 Counterproductive Low to 
moderate 

Everyone over 16 with a bank 
account must have a tax file 
number 

16 62 59 Counterproductive Low to 
moderate 

Anyone paying any tax 
instalments must lodge a tax 
return 

8 84 67 Counterproductive Low to 
moderate 

Everyone over 16 earning any 
income must have a tax file 
number 

5 64 88 Counterproductive Low to 
moderate 

Everyone needs only one tax file 
number even if details change 3 51 69 Counterproductive Low to 

moderate 
Employers must lodge new 
employment declarations within 
28 days 

2 79 62 Counterproductive Low to 
moderate 

Tax behaviour - proactive, inactive, or counter-productive compliance behaviour 
Counterproductive indicates reduced or no proactive behaviour, reduced tax compliance and values orientation 
 
 
3.7 Lifestyle factors - social engagement, tax values orientation & impact on compliance 

 

Table 5 below compares YTP and adult taxpayer results for broad lifestyle factors that 

might affect their levels of identification and engagement with social systems.  Frequencies for 

Yes and Don’t Know responses indicate the level of proactive engagement.  Where YTP 

frequency scores were greater than 80% their level of engagement was seen as high, between 

                                                                                                                                                                                          
30 K Bell, Bankrate.com “IRS lets e-filers replace “John Hancock” with “12345”. (2004) Accessed December 2004 
http://www.bankrate.com/brm/itax/tips/20020212a.asp?print 

http://www.bankrate.com/brm/itax/tips/20020212a.asp?print
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50-80% as medium, and below 50% as low.   Any impact on tax system integrity is however not 

directly measurable.  

Personal lifestyle data were analysed to explore more holistically the factors that 

impacted on YTPs values orientation and perceptions. Approximately 50% of younger taxpayers 

prepared their own tax returns in the nominated year but 41% could not afford a tax agent if they 

wanted to use one.  Furthermore, unlike adults, less than half would vote in political elections if 

it were not compulsory, indicating that their proactive social engagement and values orientation 

was only moderate.  As with the adult segment, the majority of YTPs had never heard of the 

Taxpayers’ Charter or had knowledge of the Tax Ombudsman’s role.  Sixty eight percent 

considered Australian tax levels to be medium in comparison with other Western countries. A 

similar proportion of YTPs and adults thought that serious tax evaders should be jailed even 

though they reported that tax evasion was not the most serious legal offence (table 2). Younger 

taxpayers need improved access to direct and interactive ‘enabling’ tax information and 

customised taxpayer education, as several personal lifestyle and tax related factors have the 

potential to impact tax compliance behaviour.  At present, for YTPs, there is no custom-built 

support system or bridge from inactive or counterproductive behaviour to proactive engagement. 

 
Table 5.  Personal lifestyle factors that affect the tax system, engagement, and compliance. 
Frequencies for Yes, No and Don’t know responses. Engagement levels – low to high  

PERSONAL LIFESTYLE 
FACTORS 

YTP  
% Yes 

Adult % 
Yes 

YTP  
% No 

YTP % 
Don’t 
Know 

Level of  
Engagement 

Did you prepare your own tax return 
in 1998 or 1999 52 8 46 2 Moderate  

If you wanted to use a tax 
professional, could you afford one 41 90 50 9 Low 

Did a tax professional prepare and 
lodge your tax return in 1998 or 1999 35 89 64 1 Low 

Would you vote in political elections 
if it were not compulsory 48 73 35 17 Low  

Did you use TaxPackExpress last  yr 32 7 54 14 Low 
Have you seen or heard of the 
Taxpayers’ Charter 3 8 90 7 Low 

If you have a major tax problem, is 
the Ombudsman the person to help 6 21 15 79 Low 

Do you think that serious tax evaders 
should be jailed 53 59 25 22 Moderate 

Should everyone keep their tax file 
number private and confidential  85 83 4 11 High 

Would stressful life events like death 
in the family, unemployment and 
divorce make it difficult for people to 
meet their tax obligations 

57 65 21 32 Moderate 

 YTP 
High 

Adult 
High 

YTP 
Medium 

YTP 
Lowest  

In your view, is Australia one of the 
highest, medium or lowest taxed 
countries in the Western world? 

31 49 68 1 Moderate  
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3.8  Tax compliance behaviour, tax obligations, and role of tax 
 

Table 6 below shows the statistically different BBAV item mean scores for YTPs and adult 

taxpayers where YTP frequency scores for Agree were higher than 50%.  Levels of engagement 

were deemed high for scores higher than 80%, moderate for scores between 50-80% and low for 

those below 50%. Where engagement was high, the negative impact on tax system integrity was 

seen as low, and conversely where engagement was low the impact was deemed high.   

 

Table 6.  Normative tax behaviour – Understanding tax – impact on the tax system and 
compliance  (Engagement – low to high defined above in text) 
Frequency and means of Agree responses  
(Agree range Likert 5 slightly agree, 4=neutral, 7strongly agree) 

% 
Agree 

YTP 
Mean 

Adult 
TP 

Mean 
ITEM QUESTION 

YTP 
Level of tax 
engagement 

Impact on 
compliance 
behaviour 

   TAX OBLIGATIONS    

86.5 5.81 6.04* 28. It is everyone’s responsibility to pay the 
correct amount of tax High Very low 

86 5.91 6.14* 27. It is ethical to claim for everything you are 
entitled to High Low 

85 5.56 5.92* 74. It is everyone’s responsibility to comply 
with the tax laws High Very low 

82.5 5.72 5.44* 19. Tax returns should be lodged on time every 
year High Very low 

   TAX COMPLIANCE   

66.5 5.34 5.75* 23. Large organizations use their knowledge of 
the law to avoid paying their fair share of tax Moderate Moderate  

66 5.29 5.81* 68. The wealthy have ways of minimizing 
taxes not available to average taxpayers. Moderate Moderate  

65 5.08 4.74* 24. Most taxpayers use their knowledge of the 
law to minimise their tax Moderate Moderate  

59 4.92 5.42* 
54. In Australia there is a widespread belief 
that smart people can avoid paying the correct 
amount of tax 

Moderate Moderate  

53 4.68 4.41* 71. Anyone who over claims on their return 
should be severely penalised Moderate Low 

51 4.68 4.33* 

91. Most working Australians would prefer to 
get cash in hand & risk getting caught for not 
paying taxes, rather than receive 
unemployment benefits 

Moderate Moderate 

47.5 4.66 4.41** 81. In Australia, with regard to tax, people do 
not dob one another in Low Moderate 

   TAX ACCURACY   

43 4.55 5.09* 10. Using a tax professional guarantees no 
errors in my tax returns Low  High 

   ROLE OF TAX   

51 4.75 5.36* 85. The ATO takes more than a fair share of 
my income Moderate Moderate 

74 5.26 5.67** 82. The taxation system should contribute 
towards economic growth in Australia High  Low 

69 5.14 5.59* 72. Paying tax is necessary so the government 
can operate effectively Moderate  Low 

   TAX BEHAVIOURS    
79 5.39 5.60* 13. Before my tax return is prepared, I have High Low 
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readily available all the tax information & 
records I need 

77 5.21 5.48* 15. I know where to get advice to prepare my 
tax return High Low 

64 4.50 4.85* 8. Because I find tax forms to be so unclear, I 
get someone else to prepare my tax return Moderate Moderate 

58 4.82 5.12* 
64. In my opinion, tax laws & regulations are 
always changing, so it is very difficult to get a 
tax return exactly right 

Moderate Moderate 

 * Significant at <.05, ** <.01 for independent t-tests comparing mean scores for YTP and adult taxpayers  
 

The responses addressed normative, socially expected and individual tax behaviours, and 

also understanding of tax law.  Younger taxpayers strongly indicated that they clearly 

understood and accepted their obligations for tax compliance, confirmed that they were fully 

aware of the required values orientation and supported compliant tax behaviours.  Like adult 

taxpayers the majority of YTPs agreed that tax agents were responsible for the accuracy of their 

tax returns. The majority of all taxpayers transferred their tax responsibility to tax agents 31, even 

though only 43% of YTPs agreed that using a tax agent guaranteed no errors in tax returns.  

Although younger taxpayers supported compliance behaviours and reported appropriate values 

orientation, they too transferred total responsibility for appropriate values orientation and 

compliance to tax agents.     

Younger taxpayers also agreed that larger organizations and wealthy taxpayers had ways 

of minimizing their tax obligations, and that most taxpayers attempted to minimize tax.  Despite 

the opinion that the tax system should be supported, younger taxpayers like adults perceived that 

some smart people successfully manipulated the system, and that the wealthy had more 

opportunities to minimize and avoid tax. Not all taxpayers were seen as exhibiting appropriate 

tax values orientation, and these perceptions of inequity and unfairness could explain any 

indifference or disengagement. 

About 51% of younger taxpayers perceived that taxpayers would prefer to get cash in 

hand rather than receive unemployment benefits.  Although earlier results (table 6) indicated a 

willingness to engage with tax, an imbalance in values orientation exists.  On the one hand tax 

compliance was their objective, but like adults’ perceptions, they believed that few met them.  

Younger taxpayers appeared to support the ATO’s enforcement policy, as most agreed that 

anyone who overclaimed on their tax return should be severely punished and perhaps reported to 

the ATO.   

They reported similar social ideals but at different levels to adults. For example, that tax 

should contribute towards economic growth, but less than adults that unpaid taxes affected the 

effectiveness of government. These perceptions indicated a high level of social engagement but 
                                                           
31 A Niemirowski and A J  Wearing, “Taxation Agents and Taxpayer Compliance” Journal of Australian Taxation 
(2003) V6(2) 166-200 
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not necessarily a complete understanding of government, economic processes or consequences 

of changes in tax policy.  Overall, younger taxpayers had a reasonable understanding of the role 

and purpose of tax, and there was relative congruence between YTPs and the tax system.   

 
3.9 Additional Adult and YTP Agree results  

Significantly, 90% of younger taxpayers reported that they always lodged a tax return when 

necessary, and 83% disagreed that claiming a lot more in deductions did not matter.  Their 

values orientation was high and potential negative impact on their compliance behaviours low. 

Nevertheless, only 62% disagreed that claiming a little did not matter, and only 69% reported 

that because of inequity ‘evening things up’ was unacceptable.  Between 40% and 50% were not 

fully engaged with the tax system, and as evidenced in Table 6 the majority were not competent 

enough to complete their own tax returns, or were motivated by refunds. Their responses 

indicated indifference and low competence. 

The results confirmed that younger taxpayers were not fully proactively engaged or strictly 

compliant.  There was uncertainty about how the ATO dealt with taxpayers, and evidence of a 

significant tax knowledge and competence gap.  Tax competence and improved knowledge are 

crucial to developing more appropriate decisions, perceptions, and understanding the 

consequences of tolerance for a small amount of tax evasion; how this attitude affects society 

and the tax system.  If the gaps and misperceptions are not addressed with appropriate 

educational interventions, these will be more difficult to manage when YTPs are older adults. 

When compared with the adult segment, YTPs perceived the ATO as fairer and more 

effective than did the adults, and also thought there was less likelihood of being audited and that 

there was less need to use tax professionals.  These four significant results confirmed that 

younger taxpayers’ experiences indicated a more favourable view of the ATO than those held by 

adults.  Between 52% and 77% of YTPs had unclear perceptions about the ATO and this could 

be due to limited contact or limited tax experience.  A significant finding was that some YTPs 

did not know enough about the ATO to initiate or develop contact. The reputation of the ATO as 

a fair, helpful, efficient and effective institution was not evident for 61% to 77% of younger 

taxpayers.  The lack of social engagement may affect tax relationships, tax values orientation 

and tax compliance, and result in younger taxpayers becoming a risk segment.  

Whilst a lack of knowledge of how tax administrators operate can be a productive form 

of deterrence, younger taxpayers’ current perceptions may be counterproductive and result in 

further non-compliance not conformity.  Administrators might need to consider promoting a 

higher social presence and profile so that younger taxpayers view the tax system as familiar and 

enabling.  
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3.10  Tax related behaviours  - Younger and adult taxpayers 
 

Table 7 below shows the significantly different results for adult and younger taxpayers for 

BBAV items where the percentage of YTPs disagree responses was higher than 50%. Where the 

Disagree frequency was greater than 80% the impact was seen as low, between 50-80% as 

moderate, and below 50% as high, and the reverse for Don’t Know responses.  

 
Table 7.  Significantly different results for Disagree & Don’t know - younger & adult taxpayers 

Likert scale 1=very dissatisfied, 7= very satisfied  
YTP % 
Disagree 

Adult  
Mean 

YTP 
Mean 

TAX BEHAVIOUR, BELIEFS, ATTITUDES & 
VALUES 

Impact on tax 
compliance 
behaviour 

77 2.86*** 2.29 66. In the past I might have mistakenly claimed more 
deductions than I was entitled to Low  

70 2.22* 2.63 29. Underpaying taxes does not do anyone any harm Low  

69 2.37* 2.72 
52. Because the tax law does not treat everyone equally, a 
person is entitled to even things up by not declaring all 
information correctly 

Moderate  

62 3.26* 3.16 30. Because it takes so much time, I put off completing my 
tax return Moderate  

61 3.12*** 2.63 59. The taxation law is straightforward and clear Moderate 

57 3.15* 3.48 53. When the amount of avoidance is small the ATO should 
let it go Moderate  

55 2.61*** 3.17 12. I know the tax laws well enough to prepare my own tax 
return Moderate  

55 2.69** 3.29 35. When I do not expect a refund, I put off completing my 
tax return Moderate  

% DK   ENGAGEMENT WITH ATO  

77 4.21* 3.95 55.The ATO is fair and considerate with those who get 
audited High  

73 3.84** 3.47 48. The ATO is effective in dealing with the cash economy High  

60 4.06*** 4.74 42. A good reason to use a tax professional is because they 
get better service from the ATO than ordinary taxpayers Moderate  

52 4.12*** 4.97 70. There is a strong chance that a taxpayer will get audited 
by the ATO Moderate  

   ENGAGEMENT WITH TAX   

63 4.11*** 4.76 62. Even tax professionals find it difficult to understand the 
reasoning behind tax rulings High  

60 4.38* 4.72 60. People in the cash economy pay very little tax High  

55 4.31* 4.64 
65. Amounts of over claiming I might have done are 
insignificant compared to the tax avoidance by wealthy 
people 

Moderate  

     50 3.31*** 3.97 84. After allowing for a tax free threshold, there should be 
only one rate of tax, no matter how much you earned Moderate 

50   4.76** 5.19 22. Compared to business people, wage earners pay a greater 
share of their income tax Moderate  

49   4.72** 5.08 81. Tax laws and regulations sometimes seem to contradict 
one another Moderate  

40 4.68* 4.33 
91. Most working Australians would prefer to get cash in 
hand and risk getting caught for not paying taxes, rather than 
receive unemployment benefits 

Moderate  

35 4.63*** 5.15 77. If everyone paid the right amount of taxes we would all 
pay less tax Low  

* Significant at< .05, ** <.01, ***<.001 for independent t-test comparing mean scores of YTPs and adults  
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In the main, younger taxpayers reported that they were competent, had necessary tax 

information well prepared, and knew where to get tax advice.  According to table 7, they and 

adult taxpayers agreed that frequent changes in tax law made it difficult to know what to claim 

and achieve a 100% correct tax return.  Both samples held strong perceptions that any non-

compliance would be identified by the ATO and actioned.  About 40% of YTP respondents 

agreed that tax forms were unclear and assistance was needed to correctly complete one.   

Almost 50% of YTPs appeared committed to compliance and were not driven by the financial 

reward of a refund.  At the individual level they appeared to be willing to meet their obligations.  

When compared with the adult segment, younger taxpayers did not think as significantly as 

adults, that frequent changes in tax laws and regulations affected their ability to correctly 

complete tax returns. This result, however, might be more due to their lack of real tax experience 

than actual informed opinion. 

The results also indicated a tendency towards appropriate values orientation, but 

imbalanced perceptions of the tax system and taxpayers due to either erroneous external 

attributions or genuine difficulty with tax matters.  Tax authority behaviour (procedural justice/ 

fairness) is significant to understanding taxpayer compliance 32 33. Younger taxpayers were 

expected to and wanted to comply, but the changing tax system and complex forms inhibited 

compliance.  If tax forms were made more straightforward and clear, and tax laws were less 

complex and rates of change less frequent, would the system better support younger taxpayers 

compliance intentions, or would they transfer their tax issues to tax agents as do adult taxpayers 
34.  Early intervention via targeted education might be a productive strategy for enabling 

taxpayers, as younger taxpayers’ earliest experiences could determine whether or not they ‘test’ 

the tax system/ ATO, voluntarily comply or like the majority of adult taxpayers, prefer to 

transfer their tax compliance responsibility to tax agents. 

 

3.11 Additional Adult & YTP Disagree / Don’t Know results  

Younger taxpayers like adults reported strong expectations about the fairness and role of 

tax.  Seventy five percent of YTPs disagreed that the government spent taxes wisely and 67% 

that all of society benefited from the tax system.  There was a strongly held belief that the 

system did not operate effectively and was open to abuse.  The system did not provide a strong 

foundation where younger taxpayers could engage and successfully meet their obligations.  For 

at least half of the sample, perceptions were that the tax system was not strict and could not 

                                                           
32 R Tyler. “The psychology of procedural justice: A test of the group-value model”. Journal of personality and 
Social Psychology (1989) 57, 5, 830-838. 
33 R G Jr Worsham.  “The effect of tax authority behavior on taxpayer compliance: A procedural justice approach”. 
Journal of American Taxation Association. (1996) 18, 2, 19-39 
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guarantee compliance. These perceptions of easily bypassing detection could result in increased 

risk behaviours.       

Taxpayers’ experiences with the ATO were related to taxpayer perceptions of tax 

education and administration.  Sixty six percent of YTPs agreed that tax debt should be pursued 

by the ATO, and 51% also agreed that the ATO took more than a fair share their income.  

According to tables 6 & 7, there was, however, moderate engagement between taxpayers and tax 

administrators. A minority of YTPs agreed that the ATO gave accurate advice, and that the ATO 

helped taxpayers understand tax laws, but almost 70% percent did not know if the ATO gave 

accurate advice. The result indicated that half of the YTP sample were not enabled or 

proactively engaged with the tax system and needed greater ATO support.  Despite the ATO’s 

current provision of support, younger taxpayers did not perceive or experience the level of 

service they expected.  The ATO was seen as the source of income tax deductions indicating that 

younger taxpayers’ understanding of the ATO’s role was fundamentally flawed.  In order to 

engage YTPs, the ATO needs to accurately identify what it is that younger taxpayers need to 

know about tax and their obligations and with their participation establish how they prefer that 

information supplied 35.   

The Don’t Know responses presented in table 7 provided a unique insight into how YTPs 

perceived the ATO and the tax system.  Their limited experience of dealing with tax matters 

could be explained by 42% being students primarily having only HECS (Higher Education 

Contribution Scheme) and basic PAYG (Pay As You Go) tax experience.  Nevertheless, 57% 

were involved in some form of employment and while they could have had wider experiences of 

tax, there were no statistical differences between those who were employed and those who were 

not. YTPs did not understand the social consequences of the cash economy, whether any minor 

avoidance they exercised was significant, or whether fewer high taxes were more effective than 

many low taxes.  Results indicated that they clearly understood their tax obligations, but not all 

younger taxpayers had yet formed a well founded understanding of social norms, tax value 

orientations and compliance behaviours. Their perceptions reflected the general population but 

they were different in that they demonstrated a significant knowledge gap.  

 

4. DISCUSSION 

Younger taxpayers in the current study were similar to those investigated in previous 

studies; a discrete segment who exhibited different levels of social engagement and proactive 

values orientation than adult taxpayers, and similar counterproductive taxpaying behaviours, 

                                                                                                                                                                                          
34 A Niemirowski et al,  see above n 31. 
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attitudes and perceptions 36 37 38.  Overall, YTPs had the potential to impact tax systems integrity 

due to their lack of confidence, and mainly because of inadequate tax knowledge and 

competence.  A lack of adequate tax skills could impede their capacity to meet their tax 

obligations unless tax administrators (ATO) extended, enhanced and customised their existing 

client services.  Results identified whether younger taxpayers agreed or disagreed with, or did 

not know about tax related issues via questions addressing, beliefs, behaviours, attitudes and 

values. Their levels of satisfaction, perceptions about the seriousness of laws, tax knowledge and 

personal lifestyle also indicated their values orientation and levels of engagement with tax and 

wider society. Findings were classified as either proactive or counterproductive taxpaying 

behaviours in order to gauge whether these attributes negatively affected their behaviour and 

therefore tax systems integrity.  Key findings included who ultimately held total responsibility 

for tax obligations, the level of the tax knowledge gap, the limited awareness of ATOs work, and 

a lack of understanding how non-compliance impacted tax administration.  These results 

indicated that younger taxpayers had perceptions similar to adults albeit to different degrees. 

They also reported skewed perceptions about other taxpayers’ behaviour, as well as some low 

levels of proactive tax behaviours, beliefs, attitudes and values 39.   

Younger taxpayers perceptions about the seriousness of legal offences indicated that they 

were predominantly socially engaged and aware of their legal obligations.  Tax evasion, 

however, ranked fourth in seriousness, and, 13% did not consider tax evasion to be a serious 

breach of the law supporting earlier findings 40.  Whether responses were based on perceptions 

only or actual experiences was not evident, but this level of dissatisfaction for some YTPs 

indicated low identification with tax, a form of disengagement that could potentially impact tax 

compliance.   

Personal lifestyle factors also were indicators of social engagement.  Less than half 

reported that they would vote in political elections if it were not compulsory, and like adults the 

majority did not know of the Ombudsman or his/her role, or of the Taxpayers’ Charter.  Younger 

taxpayers were discriminant in their social dealings, and results indicated that while they were 

engaged and had positive and strong attitudes towards tax obligations, the majority also reported 

that non-compliance was widespread and not always well managed or administered (table 6).  

They viewed the tax system as complex and difficult (table 6), and also unfair and ambiguous.  

                                                                                                                                                                                          
35 L Nichols, “Participatory program planning: including program participants and evaluators”. Evaluation and 
Program Planning 25 (2002) 1-14. 
36 L P Grasso et al, above n 18. 
37 M Orviska et al, above n 9. 
38 J A Roth et al, above n 20. 
39 E Kirchler, see above n 8.  
40 M Orviska et al, see above n 9. 
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Their lack of knowledge and experience directly relate to all identified factors and are potentially 

a risk to compliance behaviours and to tax systems integrity.   

Younger taxpayers, like older taxpayers, reported that it was the role of tax agents to 

guarantee accuracy in tax returns 41.  The level of social engagement could be viewed as 

moderate since most reported being aware that over claiming a lot more in deductions negatively 

impacted the tax system.  They tolerated ‘a little’ over claiming and supported evening things to 

achieve fairness. In the main, younger taxpayers held a degree of negative perceptions about the 

benefits of tax, effectiveness of tax, fairness of tax, and tax being clear and straightforward.  

Nevertheless, this again could be due to low competence and experience, but the impact on tax 

systems integrity could be minimal because compliance might be observed due to social pressure 

despite any personal beliefs.  Prosocial engagement would be demonstrated through conformity 

and obedience.   

The total level of YTP Don’t Know responses was significantly high (not all were 

reported).  Whilst agree and disagree responses indicated direct social engagement, don’t know 

responses indicated low engagement.  The low/ inactive engagement was not directly 

counterproductive, but might affect future attitudes, values and compliance behaviours.  Impact 

on the tax system would be high in terms of the investment required in financing education and 

client support services for younger taxpayers.  The risk to tax system integrity might, however, 

be higher if poor compliance habits and avoidance became entrenched 42.   

Younger taxpayers attributed difficulties with tax primarily to external factors, and 

claimed that it was difficult even for tax agents to manage.  Engagement with the tax system for 

other taxpayers and experienced tax practitioners was perceived as low.  The impact of these 

perceptions on the tax system is potentially moderate as frustrations with dealing with complex 

matters might lead to either involuntary or deliberate errors and non-compliance 43.  There 

appeared to be a youthful resistance (procrastination, indifference, lack of commitment) to tax 

related matters rather than deliberate evasion, as tax impacted younger taxpayers’ financial 

situation and flexibility, and was therefore seen as an obstruction.   

Attempting to explain causes of lower rates of interaction with the tax system by 

resistance/indifference alone would, however, be inaccurate as it excludes what their decision 

processes are, how they interact with tax, and what they experience once they, like the adult 

taxpayers, actively participate in the system.  Their moral development is achieved through 

progressive learning according to age, context and actual experience 44.  Why younger taxpayers 

                                                           
41 A Niemirowski et al, see above n 31. 
42 M McKerchar, see above n 7. 
43 C T Clotfelter, se above n 15. 
44 L Kohlberg, see above n 12. 



 23 

were not more socially engaged could also depend on how they and the ATO did or did not 

interact, YTPs perceptions of fairness 45, and how YTPs rationalised their behaviour.  The tax 

system reinforces and enforces tax obligations and penalises non-compliance.  Some younger 

taxpayers, however, were not sufficiently engaged to enable them to undertake their role as 

compliant taxpayers.  Tax administrators could consider further targeting younger taxpayers, 

providing proactive interventions and customised interactions to enable and engage younger 

taxpayers and reduce ambiguity.  The ATO needs to accurately identify what it is that younger 

taxpayers need to know about tax and their obligations and how they prefer that information 

supplied. One or half day forums/ short seminars conducted on location at the ATO or at selected 

schools and larger employer groups, for first time individual non-business tax return lodgers, 

school leavers, first time employed younger taxpayers who had problems with job related issues 

and financial competence, would provide positive direct engagement. Access points on the ATO 

website, customised services at branch offices and use of tax volunteers would also engage them 

and promote proactive behaviours.  By positively engaging novice taxpayers with appropriate tax 

education at locations most accessible to younger taxpayers, the ATO is more likely to reduce 

ambiguity, tax anxiety, involuntary non-compliance and inactive or counterproductive tax 

attitudes, beliefs, values and behaviour 46.  Any reduction in resistance, indifference to engage, 

tax anxiety and negative perceptions would assist moral development and tax ethics. 

If younger taxpayers are reluctant to relate with tax, then the ATO needs to migrate to 

their level, engage them and assert additional compliance through increased learning 

opportunities.  Otherwise, behavioural influences will occur at the individual level and be based 

on the personal, and possibly flawed views and expertise of parents, teachers and peers 47 48 49.  

At the outset, direct engagement will potentially reduce resistance, tax avoidance and negative 

perceptions about tax.  

   

5. CONCLUSIONS AND POLICY IMPLICATIONS. 
 

Younger taxpayers are a potenital risk group because of their indifference to and 

deficient tax knowledge /competence.  The ATO and tax policy developers need to construct a 

revised tax compliance model to address YTP requirements.  Whether this means that all young 

taxpayers over the age of 16 register for TFNs or are provided enhanced tax information before 
                                                           
45 R Tyler, see above n 32. 
46 J Kasipillai et al, see above n 14. 
47 E Greenberger et al, see above n 6. 
48 A J Reiss, “Community influences on adolescent behaviour”. In M Rutter (ed) Psychological disturbances in 
young people: challenges for prevention  (1995) 305-332. New York Cambridge University Press. 
49 R Jessor, “Risk behaviour in adolescence: A psychological framework for understanding and action”. 
Developmental review, (1992) 12, 374-390. 
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key  life events, such as first job, depends on whether tax administrators accept that this segment 

is a risk or not.  Ultimately, tax administrators are the primary gatekeepers of tax knowledge and 

therefore it is their role and responsibility to enable younger taxpayers and ensure that they are 

fully prepared to actively meet their tax obligations.  

 Younger taxpayers may need to gain a certificate of competency as a measure of their 

ability to meet their obligations. The aim should be uniform transfer of tax knowledge, not a 

reliance on younger taxpayers visiting the ATO website or seeking client service.  The main 

policy change should be that the ATO takes the primary role of active trainer of younger 

taxpayers and reduces their perceptions of ambiguity as well as the knowledge gap.   

The YTP sample although responding in similar ways to the adult segment, did not do so 

to the same degree.  Their proactive attitudes and positive engagement with tax is important and 

tax needs to be seen as more than just revenue collection, as engagement is fundamental to 

governance, construction and maintenance of not only the tax system but the wider social 

system.  The association between personal relevance and social relevance needs to be 

communicated and strengthened if tax administrators hope to sustain voluntary compliance.   

  Future researchers could develop studies specifically addressing social 

engagement, and relationships between taxpayers and the tax system, as in Nichols  (2002), 50 or 

include Bronfenbrenner’s 51 various ecological systems to identify which context posed risks to 

tax system integrity.  By monitoring younger taxpayer compliance history, the ATO could 

identify appropriate early pre-emptive support and education based interventions to minimise 

incorrect interpretation of tax knowledge and potentially any negative consequences to tax 

integrity.  Rather than penalise YTPs compliance behaviours post tax entry, tax administrators 

could strategically enable YTPs and minimize any counterproductive behaviours or emerging 

risk. 

                                                           
50 L Nichols, see above n 35. 
51 U Bronfenbrenner, see above n 11. 
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