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LEGAL FACTORS INFLUENCING TAX COMPLIANCE

Abstract. The purpose of the research is to study the influence of anthropological and sociocultural
factors in tax compliance and determine an approach to understanding the state (statism or
anthropocentrism) that drives tax compliance. Research methods comprise the analysis of empirical
data which touch upon tax compliance. Results. The author has analyzed two opposite approaches to
the understanding of factors influencing tax compliance: statism (by distancing oneself from the state,
apersonmaximizes pecuniary benefits through tax evasion) and anthropocentrism (realizing the importance
of tax and reciprocal interaction, a person voluntarily pays tax). It is proved that the anthropocentric
paradigm (under which the state exercises exclusively auxiliary function) plays a pivotal role in tax
compliance, while the primacy of the state predominant in society, under which people serve to support
its existence, causes tax evasion. The research emphasizes the failure of the factors shaped following
the statist approach to positively influence tax compliance in the long run. Conclusions. In the context
of a prevalent statism-based understanding of the state and thus, a low level of confidence, citizens are
about not to finance the government, which doesn’t care about them. At the same time, anthropocentrism
and a high level of confidence lead to voluntary tax compliance. That sort of behavior is conditioned by
society’s understanding of the importance to shape and distribute public goods. As a result, the progress
of any long-term fiscal policy primarily depends on the way it affects the perception of taxpayers
of the state, namely, whether such measures can assure the public of the government’s good intentions
and consolidate inseparability between citizens and the state. Therefore, the study of the factors shaped
following the anthropocentric concept is a priority of domestic science because they have the greatest
impact on tax compliance and thus, generate tax revenues and economic prosperity.

Key words: anthropological and sociocultural approach, statist approach, tax compliance, tax
amnesty, tax evasion.

1. Introduction

Tax relations are peculiar to any society
which starts generating or using public funds
at some stage of its development (Adams, 1992,
pp. 1-2). At the same time, the first attempts to
evade taxes coincide with the origin of the very
taxesand come well ahead of the origin of the very
state (Havrylyuk, 2014b, pp. 347-348). The
issue of tax evasion is also relevant to Ukraine.
Therefore, as estimated by the State Border
Guard Service of Ukraine, Ukrainian losses
from using tax evasion (minimization) schemes
are about USD 7.7 billion per year, including
“envelop” salary — 4.3 billion USD, the activi-
ties of “twist” and conversion centers — 1.5 bil-
lion USD, offshore — 0.8 billion USD, excisable
goods — 1.0 billion USD, losses of state-owned
enterprises — 0.1 billion USD (Liubchenko,
2021). To advance the efficacy of tax control
and fight against tax evasion, Ukraine is seek-
ing to introduce the tools of counteracting
aggressive tax planning (BEPS) into tax laws
and update the system of tax administration
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and payment. At the same time, according to
the laws Ne 1539-9 and Ne 1542-9, Ukraine
commences tax amnesty from September 1,
2021, to September 1, 2022. Under such con-
ditions, it would make sense to update a theo-
retical and practical basis of tax compliance!, in
particular, in terms of voluntary tax payment.

2. The review of recent researches
and publications

In recent years, the domestic scientific com-
munity has shown a growing interest in tax
compliance. In particular, LV. Lytvynchuk,
L.M. Kasianenko, V.Yu. Ilin, M.I. Vykliuk,
ILA. Maiburova et al. have studied either
the mentioned phenomenon or subject-related
issues. Western science began dealing with
tax compliance (incl. in terms of voluntary tax

! Tax compliance is hereinafter regarded as a lack
of lawful (tax avoidance) and illegal (tax evasion)
ways of tax dodging as well as the accessibility
of tax legislation and mechanisms of tax payment,
service orientation of tax authorities, a high level
of digitalization of tax payment procedure, etc.
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payment) in the late 20" century. A. Mumford,
W. Martin, J. Campbell, J. Backhouse stud-
ied the relations between taxes and sociology,
and such scholars as A. Sandmo, M. Ellingham,
J. Alm, E. Kirchler, et al. studied non-economic
factors affecting tax compliance. At the same
time, R.O. Havryliuk, V. Stopin, V.I. Man-
zhura, P.M. Rabinovych, O.S. Kulina, et al.
highlighted the importance of anthropological
and sociocultural approaches in examining tax
relations.

3. A role of the anthropological and soci-
ocultural and statist approaches in tax com-
pliance

The analysis of tax compliance in litera-
ture relies on two approaches (James, Alley,
2002, p. 28). The former is grounded on the oppo-
sition of man and the state (statism, positivism,
the economic or standard model) under which
a person, by distancing himself from the state,
maximizes pecuniary benefits through tax eva-
sion. The latter (anthropocentrism) touches
upon anthropological and sociocultural factors
which determine the behavior of a tax payer
(e. g. public confidence in the government, tax
equity etc.) (Kirchler at al., 2007, p. 24).

The economic model was introduced in
1972 by Agnar Sandmo & Michael G. Alling-
ham (Allingham, Sandmo, 1972). Based on
the mentioned approach, to clarify the phenom-
enon of tax compliance in the late 20" century,
academic economists used precise calculations
of benefit ratio, which on the one hand, com-
prises the amount of money that can be saved
through tax evasion and, on the other hand —
the risk of exposure together with the amount
of punitive damages. In other words, following
the relevant model, human behavior is focused
on utility maximization during tax payment.

The standard model doesn’t work in prac-
tice despite its simplicity and logical perfection.
Thus, in 1992, James Alm, Harry McClelland
and William Schultz concluded that models
which are based on the economic approach
to forecasting taxpayers’ behavior drastically
depreciate tax compliance (Alm et al., 1992).
It became clear the impossibility to explain
an individual’s behavior by relying only on
the concept of “rational” and “egoistic” man
under which citizens, understanding their dis-
tancing from the state, seek to protect their
income from external encroachments. Over
time, James Alm, Izabel Sanchez, and Anna
Juan looked beyond the standard approach to
evaluating the rate of tax payment. The authors
conducted pioneering empirical studies which
addressed the impact of social norms on tax
compliance and summarized: “<...> in studying
tax compliance, it is essential to consider myriads
of the factors which affect a payer’s motivation,
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of the factors which extend the economic the-
ory and take into account the payer’s behavior
and his psychology” (Alm et al., 1995, p. 17).
In 2002, Bruno S. Frey & Lars P. Feld paid
attention to a fundamentally different factor
of tax compliance — “tax morale”, and deduced
that tax morale is raised when the tax officials
treat them with respect. In contrast, when
the tax officials consider taxpayers purely as
“subjects” who have to be forced to pay their
dues. Moreover, the reduction of tax morale
reduces the level of tax payment, and the tax-
payers tend to respond by actively trying to
avoid taxation (Frey, Feld, 2002).

It is worth mentioning that the role
of non-economic phenomena in tax compliance
had been studied by scientists of fiscal soci-
ology — financial knowledge of the influence
of taxes on morale, politics, culture, and ecol-
ogy (Andrushchenko, Tuchak, 2013). Theorists
of fiscal sociology had repeatedly highlighted
the importance of human-centric preconditions
when analyzing tax relations, but the advance-
ment of empirical research coincided with
the beginning of the 21% century. That period
was characterized by the commencement
of active studies of connections between taxes
and historical specifics of society, the effect
of taxation on social equity, psychological
aspects of human attitude towards taxes, etc.
(Martin et al., 2009).

Over time, in 2008, Eric Kirchler, Inglid
Wahl and Eric Hoelzl (Kirchler et al., 2008)
introduced a “slippery slope framework” under
which public trust in the state is one of two
major factors which influence tax compliance.
The authors consider 2 models of the exist-
ence of society: antagonistic — citizens seek to
avoid taxes by all means and play the role of “a
criminal” (the state becomes a “police officer”
and strives to collect taxes), and synergetic —
citizens and the state are inseparable and pursue
the same goal (thus, the public acts as a “client”
and the state — as a “servant”). In an antagonis-
tic society, the state relies on power to ensure
a high level of tax payment, and in a synergistic
one — on trust. In addition, power is regarded
as taxpayers’ perception of the authorization
of tax bodies to find and punish a trespasser,
and trust — as the utility of government
and taxes for the whole society. The authors
of the “slippery slope” framework pay atten-
tion to the importance of both power and trust,
and citizens’ tax compliance may be expected
if both indicators are at a high level due to
functioning in synergy. At the same time, it is
crucial to differentiate legitimate power from
coercive power. In the former case, society
understands that power is aimed at not allowing
others to avoid tax payment and guaranteeing
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the satisfaction of public needs. In other words,
that kind of power is meant not to punish but
exercise the right of a prompt payer to taxes
(Havrylyuk, 2014a). Therefore, coercive power
(numerous audits, high penalties, “authoritar-
ian” attitude of tax authorities towards tax-
payers, etc.) reinforces the mutual antagonistic
attitude of the state and taxpayers. In extreme
cases, such opposition evolves into the fight
in which a taxpayer has the moral right not to
finance rogue government, and tax authorities
treat society as the soulless crowd which needs
external impact for further mutual existence.
In fact, it refers to the statist and anthropocen-
tric concepts in the analysis of tax compliance.
The “slippery slow” framework is grounded on
a deal of theoretical and empirical researches
(Bose, Jetter, 2012). In the first instance, one
should draw special attention to the research
“Trust and power as determinants of tax com-
pliance across 44 nations” which was con-
ducted by 63 scientists worldwide. The authors
interviewed 14 509 respondents in 44 nations
and concluded that trust and legitimate power
have the most pronounced effect on the level
of tax payment (at the same time, trust demon-
strates more strong influence than legitimate
power), and coercive power without trust has
slight impact on tax compliance and in some case
even increases tax evasion (though legitimate
power with frequent audits and control causes
the opposition of the citizens of Australia, Swe-
den, and Switzerland, i. e. when there is a high
level of mutual trust, it is better not to “doubt” it
using excessive control) (Batranceaet al., 2019).

In addition to the mentioned empirical
data, the significance of the synergetic co-exist-
ence of man and the state is also supported by
international practice as it is impossible to name
any country with high tax compliance that does
not care about its citizens. Despite the unam-
biguity of international experience, the author
is limited to the China case, which despite its
peak economic growth in the nineties of the 21
century (above 9-10% per year), demonstrates
a correlation between a low level of observance
of human rights and a low level of tax compli-
ance. Thus, in 2015, only 2% of the Chinese paid
income tax, which accounted for 8% of total tax
revenues (compared to 24% in OECD mem-
bers) (The economist, 2018).

Therefore, the anthropocentric paradigm
(under which the state conducts exclusively
auxiliary function) plays a pivotal role in tax
compliance, and the primacy of the state pre-
dominant in society, under which people serve
to support its existence, leads to low tax com-
pliance. This conclusion seems paradoxical as
the more we praise the state and concurrently
neglect a man, the weaker the state (keeping in

mind an obvious fact that tax revenues and their
effective distribution are the backbones of any
state). However, there are no contradictions
in this context. The above statement naturally
originates from the anthropocentric approach
positing that the prosperity of the state
and an individual is equal.

4. The anthropocentric paradigm as a way
of ensuring tax compliance

Since the Revolution of Dignity and thus
the commencement of becoming the anthropo-
centric paradigm, Ukrainian society is under
the formation of a political-legal tradition
of exercising human rights (Havrylyuk, 2014b,
Pp. 443-444). However, this process is far from
being completed. At this stage, Ukrainian soci-
ety especially needs to change the understand-
ing of the state’s role and the realization of its
inseparability. This goal also can be achieved
by applying tax regulation as there is no bet-
ter way to convince society of the importance
of establishing the rule-of-law state than to
guarantee a transparent formation of public
goods, effective tax collection, and fair redis-
tribution. At the same time, economic liber-
alization (it mainly depends on tax revenues
and adequate funding priorities) leads to
improving public trust, which causes economic
growth. Thus, the mentioned processes rein-
force each other, and it is the state which has
to make the first step.

Researchers regard the factors as ones
that boost the rate of tax payment in the state
and are focused on switching the paradigm
of public understanding of the state from statist
into anthropocentric. Confidence in the state,
transparency of the procedure of collection
and redistribution, citizen participation in state
tax policy, “service” orientation of fiscal author-
ities, concern about taxpayers’ opinion, fair
and reasonable redistribution of goods, clear-
ness of tax rules and free consultation — integral
features of the anthropocentric state in which
society understands the necessity of forming
and redistributing public goods and ensures
mutual satisfaction of public needs through
reciprocal cooperation.

At the same time, statism-based understand-
ing of the state as well as control techniques,
which arise from that sort of understanding,
cost taxpayers dear and establish favorable
conditions for corruption (Muthukrishna et
al., 2017) that further discredits the state that
relies on power and neglects trust and thus, cre-
ates a favorable environment for tax evasion.
Measures strengthening control over taxpayers,
the sophistication of tax laws, and the increase
of tax burden can be fruitful in the short run,
but they will negatively affect subsequent tax
compliance in the context of low trust.
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At the moment, the Western scientific
community has reached a consensus about
the influence of anthropological and sociocul-
tural factors on tax compliance. In the last few
years, Ukrainian legal scholars heightened
their interest in tax compliance in the context
of European integration. In particular, the issue
of a voluntary administration of tax compliance
(as the mechanism of voluntary tax compliance)
is one of the elements of the EU program enti-
tled “Public Finance Management (PFM) for
Ukraine — EU4PFM”. Domestic scientists have
recently become interested in tax compliance.
Tax mentality, tax morale, culture, well-built
interaction between taxpayers and tax author-
ities are among the factors that have already
been noted by Ukrainian scholars as necessary
for an effective tax strategy (Striiashko, 2019,
pp. 345-347). Attention has also been paid to
the formulation of the definition of tax compli-
ance (Koliada, 2020, pp. 791-794), its tasks,
and the introduction of compliance strategies
(Paltsun, 2013, pp. 134—141). However, there are
notodaycomprehensivestudiesofanthropological
andsociocultural factors affecting tax compliance.

5. Conclusions

As a result, the progress of any long-term
fiscal policy primarily depends on the way it
affects the perception of state taxpayers, in

other words, whether such measures can assure
the public of the government’s good intentions
and consolidate inseparability between citizens
and the state. Reforms directed at public under-
standing of unity between citizens and the state
result in voluntary tax compliance. Moreover,
technical changes of tax collection mechanisms
based on the utility maximization model have
long proved to be inefficient and solely com-
plicate tax laws by compelling taxpayers to
perceive taxes as an encroachment on the prop-
erty and look for new ways to evade them.
The significance of these conclusions involves
their universal nature: despite the legal schol-
ar’s penchant for the statist or anthropological
and socio-cultural approach in understanding
the state’s role, the goals of tax policy (including
the generation of public revenue) coincide: it is
essential to create an environment for mutual
trust when society realizes the functional role
of the state and the need for taxes.

Thus, keeping in mind the importance
of taxes, on the one hand, and a tradition-
ally high level of Ukrainians’ tax evasion, on
the other hand, the study of factors based
on the anthropocentric concept is a current
priority of domestic science since they have
the greatest impact on tax compliance and thus
lead to the economic prosperity of the country.
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IIPABOBI ®AKTOPH BII/INBY HA IOTPUMAHHS
INOJATKOBOTO 3BAKOHOJABCTBA

Anoranis. Memo?o cTaTTi € 10CTi/KEHHS BIVIMBOBOCT] aHTPOINOCOILIOKYIbTYPHUX (PaKkTOPiB y Hojar-
KOBOMY KOMILJIA€HCI Ta BU3HAUEHHS MiAXOMY /0 PO3YMiHHS JepskaBU (eTaTUCTCHKOTO YU JIOANHOIIEH-
TPUCTCHKOTO), [0 3yMOBJIIOE IOTPHUMAHHSI IIO[ATKOBOTO 3aKOHOIaBCTBA. Memoodu docaidncenns. Mero-
JIOM JIOCJTJKEHHsT 06paHo aHaIi3 eMITIPUYHIX JAHUX, [0 CTOCYIOTHCS OJATKOBOTO KOMIILTAEHCY.

Pesynvmamu. I1poananizoBaHo /Ba MPOTHIJIEKHI THAXOAM 10 PO3YMiHHS (aKTOPiB BIUIMBY Ha
MO/IATKOBUH KOMILTAEHC: €TaTHCTCLKUN (32 SKOTO JIIO/IMHA, BiZICTOPOHIOIOUNCD Bifl ZIep:KaBU, MaKCHUMi-
3y€ TPOILIOBY BUTOJY HIJISAXOM YXMJIEHHS BiJl CIJIATH MOAATKIB) Ta JIOAWHOLEHTPUCTCHKUN (3a SKOTO
JIO/IMHA, PO3YMIOUH BKJIUBICT OLATKY Ta PELUITPOKHOI B3AEMO/IT, JOOPOBIJIBLHO CILUIAYYE IIOJATOK).
JloBelieHo, Mo mapajurMa JIOANHOUEHTPU3MY (KOJIM JepKaBa BUKOHYE BUKIIOYHO OOCIYTOBYIOUY
(ynk1io) Bizirpae BupilmaibHy posib y MOJaTKOBOMY KOMIIJIAEHC, TO/i AK IIaHYBaHHA B CYCIINbCTBI
KOHIIEIIii BEPXOBEHCTBA Iep:KaBH, 3a KO JII0/[M OKJIMKaHI JiMilie NiATPUMYBATH iCHYBaHHS JIepKaBU,
IIPU3BOJNTD /10 YXUJIEHHS BiJl CILIATH OZIATKiB. 3a3HAaYeHO HECIIPOMOXKHICTD hakTopiB, 110 chopMoBani
3a eTATHCTCHKUM TTiIX0ZIOM MAaKCHMAJTbHOI BUTOIM, TO3UTUBHO BIUIMHYTH HA TOAATKOBHUI KOMILTA€HC
y JIOBTOCTPOKOBIl IePCHEKTHBI.

Bucnoexu. Koncrarosano, 1110 B pa3i IlaHyBaHHS eTaTHCTCbKOTO PO3YMiHHS JIlepsKaBU Ta, BilOBIHO,
HU3BKOTO PiBHS I0BiPY TPOMA/ISHU BiIyBalOTh MOpPaTbHe TIPaBo He (hiHAHCYBATH BJIALY, SIKA TPO HUX He
n6ae. BogHouac napajurma JioAMHOLEHTPU3MY Ii BUCOKUIT PiBeHb J0BIPH 3yMOBJIIOE 106POBLIbHE I0TPU-
MaHH4 [T0/IaTKOBOTO 3aKOHO/IaBCTBA. Taka IoBe/[iHKa 3yMOBJIeHa PO3YMiHHAM BaKJINBOCTI (hopMyBaHHS
Ta posnoity 1my6iuaux 6ar y cyciibersi. OTke, yenimHicTs 6yab-siKoi GicKanbHOI IOJIITUKY B 10B-
TOTPUBAJIii EePCIEeKTUBI 3aIeKUTh HacaMIlepesl Bi/f TOTo, SKMM YMHOM BOHA BILIMHE HAa COPUIHATTS Jiep-
’KaBU TIJIATHUKAMU TIO/IATKIB, TOOTO BiJl TOTO, 41 3MOXKYTb TaKi 3aX0/IU IIEPEKOHATH CYCIIIBCTBO B T0OPHX
Hamipax BjaJii Ta 3aTBEPAUTH HEPO3PUBHICTb TPOMAJIAH i JiepkaBu. TakuM 4MHOM, TOCTiKeHHs (ak-
TOPiB, C(HOPMOBAHKX 3a JIIOIMHOIEHTPUCTCHKOIO KOHIIETIIEIO, € IPIOPUTETHUM HAIPSMOM BiTUYM3HSIHOI
HAYKH, OCKLJIbKH caMe BOHU 3/[ICHIOITh HAUOLIbIINIT BIUIMB HA OJIATKOBUII KOMILJIAEHC T4, BiIOBIIHO,
3YMOBJIIOIOTD 110IATKOBI HA/IXO/UKEHHS I eKOHOMIUHE HPOIBITAHHS 3arajoM.

KomouoBi cioBa: aHTPOIOCOMIOKYIbTYPHUE Mi/IXi/l, €TATUCTCHKUN MifIXifl, MOIATKOBUN KOMILJIAEHC,
110/IaTKOBA aMHICTisl, YXWUJIEHHS Bijl CIVIATH TIOAATKIB.
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