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Abstract

This paper explores the tax evasion attitudes of taxpayers in Lebanon, a multi-religious country
suffering from prevalent tax evasion. The study surveys 359 Lebanese taxpayers to determine the
demographic factors influencing their perception toward tax evasion. The study examines
linkages between different demographic variables and tax evasion attitudes. The results show
that religion and gender are not major explanatory variables affecting tax evasion. Other
demographic variables such as age, income, education and employment type seem to have more
influence on tax evasion. Findings show that, with age, higher educational and income levels,
taxpayers seem to express less favorable attitudes towards tax evasion. Self-employed
individuals are also more prone to tax evasion than salaried employees. The study takes into
consideration the motives behind tax evasion by differentiating between two types of tax evasion,
Justice of Tax system tax evasion (JSTE) which stems from perceptions of injustice in the tax
system and Self-interest tax evasion (SITE) which is the result of the desire of the taxpayer to
maximize personal benefit. While employment type and education have an influence on JSTE but
not SITE, age and income have an impact on SITE but not JSTE which highlights the importance
of examining the motives behind tax evasion.
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Introduction

Tax evasion has always been a topic of
interest to governments, scholars and tax
experts given its widespread adoption (Benk
etal, 2016) and its drastic consequences on

the economy (Khalil and Sidani, 2020). A
profound understanding of the determining
factors of tax evasion is thus necessary to
improve the tax collection process and reduce
the negative magnitudes of this behavior.
Several studies have examined this topic from
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different perspectives. Earlier studies have
looked at the topic from an economic point of
view (Allingham and Sandamo, 1972; Posner,
2000) by focusing simply on the financial
impact of tax evasion. These studies have
been criticized for ignoring other non-
economics factors affecting tax evasion such
as demographics, social and psychological
factors. This limitation has led to the
emergence of behavioral studies that
acknowledged the fact that taxpayers are
human beings that can be affected by their
culture, values, community and demographic
variables (Hasseldine and Bebbington, 1991;
Kirchler, 2007). Some recent studies have also
investigated taxpayers’ perception of the
severity of tax evasion (Benk et al., 2015a;
Preobragenskaya and McGee, 2016; James et
al,, 2019).

Studies that have explored the influence of
demographic variables such as age, gender
and income on tax evasion (Jackson and
Milliron, 1986; Devos, 2008; Ross and McGee,
2011) have been mainly conducted in western
countries where the tax system is rather
regulated. Moreover, studies that have tackled
the topic from various religious standpoints
by examining tax evasion ethics in Islam
(McGee, 1997), Christianity (Gronbacher,
1998) and Judaism (McGee and Cohn, 2006)
have mostly been conducted in communities
which lack of religious diversity. While Khalil
and Sidani (2020) investigated tax evasion
attitudes in Lebanon, the primary focus of
their study was the impact of the religiosity
and spirituality of taxpayers on their tax
behavior. Unlike earlier studies on the topic
that have examined the impact of
demographic variables on tax evasion in
western countries and in communities
predominated by specific religions, this study
contributes to the literature by thoroughly
examining the demographics of tax evasion in
Lebanon, a religiously diversified country,
suffering from a high corruption level (Sidani
et al,, 2014) and a high tax evasion gap (The
Daily Star, 2018). Another contribution of this
study is that it takes into consideration the
motives behind tax evasion while analyzing
variances based on demographics. Though

some people are motivated by their selfish
desire to reduce their tax payment, others
evade taxes simply because they believe that
the tax system is unfair. To assess the drivers
behind tax evasion, the study distinguishes
between two types of tax evasion: Self-
interest tax evasion (SITE) which emanates
from taxpayers’ selfish desire to increase
personal benefits and Justice of tax system tax
evasion (JSTE) which emerges from the
perception of inequity in the tax system. The
aim is to aid academicians and policymakers
to understand the factors leading to non-
compliance in Lebanon in an attempt to
reduce tax evasion behavior.

Literature Review

Earlier studies have inspected the influence of
demographic variables on ethical conduct in
general and specifically on tax evasion
attitudes. While the results were inconclusive,
several demographic factors were suggested
as determinants of tax evasion such as age,
gender, education, income level, religion, etc.
The following sections scrutinize the
literature on the topic and present the
research questions of the study.

Age and Tax Evasion

According to Jackson and Milliron (1986), age
is one of the most important determinants of
tax evasion. In fact, most studies that analyzed
this relationship found that older individuals
are more opposed to tax evasion than younger
ones (Tittle, 1980; McGee and Tyler, 2006,
McGee and Bose, 2008). A recent study by
James et al. (2019) also indicates that older
age groups have higher respect to law then
younger generations. Tittle (1980) relates this
finding to lifecycle variations and
generational differences. He suggests that
older taxpayers are more risk averse and
sensitive to penalties than younger ones
which leads to lower tax evasion attitudes. He
also states that each generation’s behavior
relates to the period in which it was raised.
Some studies, however, found no significant
association between the two variables
(Richardson, 2006).
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According to Babakus et al. (2004), age
influences ethical attitudes but this influence
depends on culture. While older people in the
USA, UK and France are more ethical than
younger individuals, the opposite is true for
Austrians. This study will test the association
between Age and Tax Evasion attitudes in
Lebanon, a new cultural context. Given the
contradictions in the literature, the study will
attempt to answer the following research
question:

RQ1: How does the age of Lebanese taxpayers
influence their attitudes towards tax evasion?

Gender and Tax Evasion

Many studies have compared the ethical
attitudes of men and women. Most studies
have found that women are more ethical than
men (Beltramini et al, 1984; Ruegger and
King, 1992; Hoffman, 1998). Others have
found insignificant association between the
two variables (Harris, 1990; Kum-lung and
Teck-Chai, 2010). A few studies have found
that men are more ethical than women
(Barnett and Karson, 1987; Weeks et al,
1999).

Some studies have specifically examined the
association between gender and tax evasion
attitudes. Women were found to be more
opposed to tax evasion in most studies (Alm
and Torgler, 2004; McGee and Guo, 2007;
McGee and Tyler, 2006). Insignificant
association was found in several studies
including McGee and Ho (2006) and
Richardson (2006). Men were found to be
more opposed to tax evasion only in few
studies (McGee and Tusan, 2006).

Given the inconclusiveness of the results, this
paper looks at the relationship between
gender and tax evasion attitudes in a new
Middle Eastern context, Lebanon. To this end,
the below research question was formulated:

RQ2: How does the gender of Lebanese
taxpayers influence their attitudes towards
tax evasion?

Education and Tax Evasion

Education is another proposed determinant
of tax evasion that was discussed in the
literature. However, findings were
inconclusive. While Kasipillai etal. (2003) and
McGee and Tyler (2016) found that less
educated people are more opposed to tax
evasion than better educated people, Song
and Yarbrough (1978), Wallschutzky (1984),
Witte and Woodbury (1985) and Richardson
(2006) found that tax evasion decreases, the
higher the level of general education. In order
to get a better understanding of the
relationship between education and tax
evasion, the following research question will
be explored:

RQ3: How does the educational level of
Lebanese taxpayers influence their attitudes
towards tax evasion?

Income Level and Tax Evasion

The level of income has always been
considered as a major factor influencing tax
evasion behavior (Kirchler et al, 2010).
Porcano (1988) found that tax evasion is more
common among lower income individuals.
Other studies suggest that individuals in high
income brackets have a higher tendency to
evade taxes (Anderhub et al, 2001). Khalil
and Sidani (Forthcoming) also found that
income tempers the relationship between tax
evasion and other variables. McGee (2012)
discussed this association from two points of
view. From one side, high income people are
expected to be more engaged in tax evasion to
avoid being overtaxed. On the other hand,
poor people are sought to evade taxes given
their inability to satisfy their basic needs.
McGee (2012) came to the conclusion that
despite the fact that there is no discernable
trend for the relationship between income
and tax evasion, the level of income influences
tax evasion. To further analyze this
relationship, this study will attempt to answer
the following research question:
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RQ4: How does the income level of Lebanese
taxpayers influence their attitudes towards
tax evasion?

Religion and Tax Evasion

Religion is sought to be an important factor
influencing  people’s ethical behavior
(Zimbardo and Ruch, 1979). Several studies
have looked at tax evasion from a religious
perspective by investigating the influence of
religion on tax evasion and tax behavior in
Christian, Muslim, Jewish and other religious
traditions (Al-Ttaffi and Abdul-Jabbar, 2015;
Benk et al, 2015b; Gronbacher, 1998,
Strielkowski and Cabelkov4, 2015). The
results of earlier studies show that views
towards tax evasion differ among different
religions. However, no evidence on the
involvement of individuals pertaining to a
specific religion in tax evasion more than
those affiliated with another religion was
found. Previous studies tackling the topic
from an Islamic perspective reveal that the
payment of taxes is a legal and moral duty for
Muslims. However, when the collected taxes
are used to fund unethical activities, tax
evasion would be permissible (Jalili, 2012).
Crowe (1944) discusses tax evasion from a
Christian perspective. Although tax evasion
has never been endorsed in the bible
(Schansberg, 1998), Crowe argues that only
“just taxes” imposed by a legitimate authority
and justly distributed to contribute to a fair
cause should be paid. He adds that there is no
moral obligation to pay taxes that do not apply
to the definition of “just taxes”. Accordingly,
the perception of taxpayers of the fairness of
the tax system is eminent in determining their
tax evasion attitudes. The present study will
further investigate variances in tax evasion
attitudes by exploring the following research
question:

RQ5: How does the religion of Lebanese
taxpayers influence their attitudes towards
tax evasion?

Employment Type and Tax Evasion

Self-employed individuals have undoubtedly
greater opportunities for tax evasion than
salaried employees whose taxes are directly
withhold by their employer. Engstrom and
Holmlund (2009) found that households that
have at least one self-employed member
underreport their taxable income by around
30%. This practice is more common among
the self-employed in  unincorporated
businesses. This study will further explore
this relationship by investigating the below
research question:

RQ6: How does the employment type of
Lebanese taxpayers influence their attitudes
towards tax evasion?

Methodology

Sample and data collection

This study relies on online self-administered
questionnaires to collect data. The
questionnaire consisted of two sections: the
first  section collected demographic
information about taxpayers and the second
section collected data about tax evasion
attitudes. The survey was adapted from Sidani
et al. (2014). Attitudes towards tax evasion
were measured by asking taxpayers if they
believe that tax evasion is ethical in eight
situations (Table 2). Some statements were
indicators of Self-interest tax evasion (SITE)
and others were indicators of Justice of tax
system tax evasion (JSTE). A five-point Likert
scale was used where 1 stands for strongly
disagree and 5 stands for strongly agree. 359
taxpayers were initially surveyed, however
the final number of valid completed surveys
was 291 (47 surveys were incomplete and 21
surveys were completed by non-residents or
unemployed individuals). Table 1 shows the
diversified sample in terms of Age, Gender,
Education, Income, Religion and Employment.
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Table 1: Demographic distribution of Participants
Variable Categories Percentage
30 or Below 49.5
Age 31-50 44
Above 50 6.5
Male 45.7
Gender
Female 54.3
High school or less 2.41
Education Undergraduate Degree 17.53
Graduate Degree 80.07
Less than $24,000 43.99
$24,000-$40,000 24.05
Income
$41,000-$80,000 25.09
Above $80,000 6.87
Christian 53.61
Religion
Muslim 46.39
Salaried Employee 81.79
Employment
Self Employed 18.21
Data Analysis Justice of Tax system tax evasion (JSTE) which

Principal Component Analysis (PCA) was
conducted on the eight tax evasion
statements. A Kaiser-Meyer-Olkin (KMO)
measure of sample accuracy of 0.853 and a
significant Bartlett’'s test of sphericity
(P<0.0001) indicated the suitability of the
data for PCA. The PCA explains around 77% of
the variance in tax evasion. Two factors
having eigenvalue greater than 1 were
generated. Listed below are the two identified
factors:

represents tax evasion attitudes emanating
from perceptions of injustice in the tax
system. The factor included four statements
with a Cronbach alpha of 0.884.

Self-interest tax evasion (SITE) which
represents tax evasion attitudes emerging
from the selfish desire of taxpayers. The factor
included four statements with a Cronbach
alpha of 0.903.

Table 2 displays the factors loading on each
tax evasion statement.
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Table 2: PCA analysis results
JSTE SITE

Tax evasion is ethical if the tax system is unfair 0.895
Tax evasion is ethical if a large portion of the money collected is wasted 0.861
Tax evasion is ethical if a large portion of the money collected is spent on projects that I

morally disapprove of 0.831
Tax evasion is ethical if tax rates are too high 0.795

Tax evasion is ethical even if a large portion of the money collected is spent on worthy

projects 0.920
Tax evasion is ethical even if most of the money collected is spent wisely 0.889
Tax evasion is ethical even if tax rates are not too high 0.875
Tax evasion is ethical if a large portion of the money collected is spent on projects that

do not benefit me 0.751

Results

The study compares the mean scores of JSTE
and SITE among different demographic
groups in an attempt to determine variances

in tax evasion

attitudes

based

on

demographic variables. When the means of
two groups are compared, the t-testis used
(Table 3), but when means of more than two
groups are compared, one-way ANOVA and
Tukey post hoc test (Table 4) are adopted.

Table 3: T-test results across gender, religion and employment type

Tax evasion type Groups Mean Mean difference Sig. (2-tailed)
Gender
JSTE Male 2.79 0.12669582 0.288
Female 2.685 0.12669582
SITE Male 2.15 -0.05795386 0.627
Female 2.175 -0.05795386
Religion
JSTE Christian 2.715 0.00547253 0.963
Muslim 2.755 0.00547253
SITE Christian 2.085 -0.20250887 0.088
Muslim 2.255 -0.20250887
Employment Type
JSTE Salaried 2.67 -0.36420554* 0.019
Employee
Self Employed 3.0225 -0.36420554*
SITE Salaried 2.14 -0.06429763 0.68
Employee
Self Employed 2.2625 -0.06429763
*Significant at 0.05 level.
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Table 4: Tukey post hoc results across Age, Education and Income

Tax evasion Grouns Mean Standard Sig. (2
type P difference error tailed)
Age
31-50 38417777 | 0.11985971 |  0.004
30 or Below
Above 50 74123502 | 0.23863791 |  0.006
SITE 150 30 or Below -38417777* | 0.11985971 |  0.004
Above 50 0.35705725 |  0.24021694 |  0.299
Above 50 30 or Below -74123502" | 0.23863791 |  0.006
Education
High school or gre‘greeregraduate 0.05640207 | 039785093 |  0.989
less Graduate Degree 053430198 | 037780062 | 0335
Undergraduate E;lsih school or -0.05640207 |  0.39785093 |  0.989
STE D
J egree Graduate Degree 47789991 | 0.15498156 |  0.006
High school or -0.53430198 | 0.37780062 |  0.335
Graduate less
Degree Undergraduate -47789991" | 0.15498156 |  0.006
Degree
Income
$24,000-$40,000 0.37018068 |  0.14528966 |  0.055
Less than "
$24000 $41,000-$80,000 65171357 0.14265184 0
Above $80,000 63700557° | 0.23220925 |  0.033
Less than $24,000 -0.37018068 |  0.14528966 |  0.055
iig'ggg_ $41,000-$80,000 0.28153289 0.1630455 |  0.312
- Above $80,000 0.26682489 | 024526602 |  0.697
Less than $24,000 -65171357" | 0.14265184 0
$41,000-
$80,000 $24,000-$40,000 -0.28153289 0.1630455 |  0.312
Above $80,000 -0.014708 | 024371271 1
Less than $24,000 -63700557" | 0.23220925 |  0.033
Above $80,000 | $24,000-$40,000 -0.26682489 |  0.24526602 |  0.697
$41,000-$80,000 0.014708 | 0.24371271 1

*Significant at 0.05 level, **Significant at 0.01 level.
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Differences across Age groups

The one-way ANOVA was used to determine
whether there are any statistically significant
differences between the three age groups. The
results show that there is a significant
difference in the mean values of Self-interest
tax evasion (SITE) between the different age
groups (p<0.0001) but no statistically
significant difference was found for Justice of
system tax evasion (JSTE) (p=0.213). Tukey
post hoc test (Table 4) shows that there is a
statistically significant difference in SITE
between the “30 or below” age group and each
ofthe “31to 50” (p= 0.004) and the “above 50”
age groups (p = 0.006). The SITE mean scores
for the three age groups are 2.365, 1.995 and
1.7475 respectively for the “30 and below”,
“31 to 50” and “50 and above” age groups. A
comparison of mean scores indicates that
with age, taxpayers seem to express less
favorable attitudes towards self-interest tax
evasion.

Differences across Gender

The t-test results displayed in table 3 show no
statistically significant variance in the mean
values of both JSTE and SITE between males
and females (P>0.05). Accordingly, gender
seems to have no influence on tax evasion
attitudes in Lebanon. Mean scores of JSTE and
SITE are in the same range for both genders.

Differences across Education

ANOVA test results show that there is a
significant difference in the mean scores of
JSTE between the different educational
groups (p<0.0001) but no statistically
significant difference was found for SITE
(p=0.687). Tukey post hoc test (Table
4) shows that there is only a statistically
significant difference in JSTE between the
“undergraduate” (Mean=3.1325) and the
“graduate” (Mean=2.6325) group (p = 0.006).
A comparison of mean scores shows that the
higher the general educational level of
taxpayers, the lower their tendency towards
tax evasion.

Differences across Income

One-way ANOVA results show the presence of
a significant difference in the mean of SITE
between the different income levels
(p<0.0001) but no statistically significant
difference was found for JSTE (p=0.160).
Tukey post hoc test (Table 4) shows that there
is a statistically significant difference in SITE
between the “less than $24,000” income level
and each of the “$41,000 to $80,000”
(p<0.0001) and the “above $80,000” income
levels (p = 0.033). The mean scores for the
three income levels are 2.4525, 1.82 and
1.7875 respectively which indicates that tax
evasion attitudes decrease as income
increases.

Differences across Religion

The t-test results exhibited in Table 3 show no
statistically significant variance (p>0.05) in
the mean values of both JSTE and SITE
between the two studied religious affiliations,
Islam and Christianity. Affiliation to a specific
religion seems to have no influence on
taxpayers’ attitudes towards tax evasion in
Lebanon. Mean scores of SITE and JSTE for
both religions displayed in table 4 are very
comparable.

Differences across Employment Type

The t-test results displayed in Table 3 indicate
no statistically significant variance (p>0.05)
in the mean values of SITE based on
employment status. However, a statistically
significant variance (p=0.019) in the mean
values of JSTE between salaried employees
and self-employed individuals was found. A
comparison of mean scores shows a higher
tendency towards tax evasion among self-
employed individuals (Mean=3.0225) than
among salaried employees (Mean=2.67).

Discussion

The study explores variances in both types of
tax evasion attitudes across several
demographic variables in Lebanon. Findings
show that tax evasion attitudes emanating
from self-interest (SITE) decrease with age.
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This result is in line with the findings of
previous studies (Tittle, 1980; McGee and
Tyler, 2006; McGee and Bose, 2008) which
also demonstrated that older individuals
express more negative views towards tax
evasion than younger people. As noted by
Tittle (1980), a possible explanation for this
finding is the maturity gained with age which
renders individuals more risk averse and
attentive to penalties. While young people are
compulsive, older people in general tend to
analyze the risks of their acts. The study also
found no statistically significant variances
across age groups in tax evasion attitudes
emanating from the perception of injustice in
the tax system (JSTE). This implies that
despite the wisdom gained with age, people
will express similar views towards tax
evasion when they perceive the tax system as
unfair.

The study also found that JSTE drops as the
general educational level increases. This
finding is in agreement with the results of
Witte and Woodbury (1985) and Richardson
(2006) who also indicated that tax evasion
drops as the level of education increases. As
the educational level rises, people seem to
better comprehend the risks of tax evasion
and its negative economic and societal
consequences which might render them more
reluctant to engage in such behavior.

Moreover, as noted by McGee (2012), this
study demonstrates that income influences
tax evasion. The results show that as income
level increases, tax evasion emanating from
self-interest (SITE) drops. This finding is
consistent with Khalil and Sidani (2020)
results. Given the harsh economic conditions
in Lebanon, taxpayers in the lower income
brackets tend to avoid the tax burden given
their limited income and their inability to
cover their basic needs. The same does not
apply however to tax evasion attitudes
emerging from perceptions of injustice in the
tax system (JSTE). The lack of variance in JSTE
across income groups could be explained by
the fact that perceptions of taxpayers are
comparable when they identify the tax system
as unjust.

The findings of the study show also that self-
interest tax evasion (SITE) is influenced by
employment type. Unlike salaried employees
who have limited opportunities to evade
taxes, self-employed individuals have more
tolerant views towards tax evasion. This
outcome agrees with the results of Engstrom
and Holmlund (2009) who also concluded
that households with self-employed members
engage more in tax evasion than those having
exclusively salaried members.

A notable observation is that the variance in
mean scores across demographic variables
stands in certain cases for JSTE but not SITE
and vice versa. Therefore, the influence of
demographics differs based on the way
taxpayers perceive the tax system. The
perception of taxpayers of the fairness of the
tax system plays an eminent role in their
decision to comply or otherwise evade taxes
(Khalil and Sidani, 2020). The Lebanese tax
system characterized by an unjust tax
distribution and a lack of transparency might
constitute a motive for tax evasion.

Implications for research and practice

This study has shown that demographic
variables notably age, education, income and
employment type affect tax evasion attitudes
in Lebanon. However, this influence might
vary with culture. Further studies on the topic
could explore the demographics of tax evasion
in other cultural context and identify
variances based on culture. Variances in tax
evasion across other demographic variables
such as industry type and employment sector
could also be explored in upcoming studies.
Further longitudinal studies on the topic
could also complement the work.

On the practical level and in light of the
empirical findings, this study assists the
government and tax authorities in identifying
the typology of taxpayers that are more prone
to tax evasion. Accordingly, tax authorities
could more effectively target tax audits in
respect of non-compliers based on the results
of the study.
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Moreover, the study shows that the
perception of auditors of the tax system
influences their tax evasion attitudes. An
unfair tax system characterized by
corruption, an unfair distribution of taxes and
a lack of transparency could increase the
motives behind tax evasion. While it is true
that some demographic variables might affect
the way people perceive tax evasion, their
attitude could be affected by their perception
of the fairness of the tax system. Therefore,
the government should take measures to
increase the justice of the tax system by
reducing reliance on indirect taxes, increasing
transparency and imposing taxes adapted to
citizens’ capacity. Such measures might lead
to a reduction in tax evasion occurrences.

Conclusion

This paper investigates the influence of
several independent demographic variables
on tax evasion in a Middle Eastern religiously
diversified country suffering from a
widespread tax evasion gap. The results are
based on 359 collected surveys from
Lebanese taxpayers. The findings failed to
identify a significant variance in tax evasion
based on gender and religion. However,
results show variances in tax evasion
attitudes influenced by age, education, income
and employment type.

The study also explores motives behind tax
evasion by dividing the dependent variable
tax evasion into two types: Tax evasion
stemming from perceptions of inequality in
the tax system (JSTE) and tax evasion
emanating from the selfishness of the
taxpayer (SITE). The purpose of this
subdivision was to determine whether the
impact of demographics on tax evasion differs
based on their perception of the justice of the
tax system. As anticipated, results show a
significant positive association between the
age and income variables and SITE. On the
other hand, the education and self-
employment variables were positively related
to JSTE.

In light of these findings, it can be concluded
that the influence of demographic variables

on tax evasion could stand for one type of tax
evasion but not for the other. The motives
behind tax evasion and the perception of
taxpayers of the fairness of the tax system
might influence such association and
constitute in certain cases a main driver
behind tax evasion. Accordingly, it is
worthwhile for the government and tax
authorities to take measures to increase the
equity of the tax system in an attempt to
improve tax compliance.
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