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Abstract 

'RFXPHQWHG� HYLGHQFH� KDV� VKRZQ� WKDW� D� VLJQLILFDQW� QXPEHU� RI� KLJK� QHW� ZRUWK� LQGLYLGXDOV� �+1:,V�� ZKRVH� FRQWULEXWLRQ�
DFFRXQWHG�IRU�PRUH�WKDQ�����RI�SHUVRQDO�LQFRPH�WD[�FROOHFWLRQV�KDYH�EHHQ�FDXJKW�LQ�WD[�PDOIHDVDQFH�RYHU�WKH�SHULRG�RI������
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2.1�� Understanding HNWIs 

7KH�PRVW�FRPPRQO\�DSSOLFDEOH�GHILQLWLRQ�RI�+1:,V�LV�WKDW�RI�2(&'���������LQ�ZKLFK�
+1:,V� DUH� GHILQHG� DV� LQGLYLGXDOV� ZLWK� D� QHW� ZRUWK� WRWDOOLQJ� 86'� �� PLOOLRQ� HLWKHU�
GLUHFWO\�RU�WKURXJK�WUXVW�DQG�RWKHU�FRQWUROOHG�HQWLWLHV��6LPLODUO\��LQ�$XVWUDOLD��+1:,V�
DUH�FRQVLGHUHG�WKRVH�ZLWK�QHW�ZRUWK�RI�86'���PLOOLRQ��LQFOXGLQJ�WKHLU�SULPDU\�UHVLGHQFH�
�5HDO�(VWDWH�&RQYHUVDWLRQ��������FLWLQJ�.QLJKW�)UDQN�5HVHDUFK��Wealth Report 2020�
���WK� HG�� �������� ZKLOH� LQ�6RXWK� $IULFD�� +1:,V� DUH�GHILQHG� EDVHG� RQ� JURVV� LQFRPH�
DQG�RU�JURVV�ZHDOWK�RI�=$5���PLOOLRQ�DQG����PLOOLRQ�UHVSHFWLYHO\��.DQJDYH�HW�DO����������
,Q�8JDQGD��WKUHH�FULWHULD�DUH�XVHG�LQ�GHILQLQJ�+1:,V��.DQJDYH�HW�DO����������7KH�ILUVW�
LV�UHQWDO�LQFRPH�RU�ODQG�DQG�SURSHUW\�WUDQVDFWLRQV��7KLV�LV�FRQVLGHUHG�GXH�WR�WKH�IDFW�WKDW�
8JDQGD�LV�D�UHDO�HVWDWH�HFRQRP\��,Q�WKLV��DQ�LQGLYLGXDO�LV�FRQVLGHUHG�DQ�+1:,�LI�WKH\�
JHQHUDWH�D�UHQWDO�LQFRPH�RI�86'���������DQQXDOO\�RU�HQJDJH�LQ�WKH�EX\LQJ�DQG�VHOOLQJ�
RI� ODQG� IRU� ZKLFK� WKH� YDOXH� H[FHHGV� 86'� �������� LQ� D� ILYH�\HDU� SHULRG�� 6HFRQGO\��
VKDUHKROGLQJ�LV�DOVR�XVHG�DV�D�FULWHULRQ��LQ�WKLV��DQ�LQYHVWRU�LQ�D�SULYDWH�FRPSDQ\�ZKRVH�
DQQXDO�WXUQRYHU�H[FHHGV�86'������PLOOLRQ�LV�FRQVLGHUHG�DQ�+1:,��DQG�D�VKDUHKROGHU�
RI�PXOWLSOH�FRPSDQLHV�ZLWK�D� WXUQRYHU�EHWZHHQ�86'�����PLOOLRQ�DQG������PLOOLRQ� LV�
FRQVLGHUHG�DQ�+1:,��/DVWO\��EDQN�GHSRVLWV�DUH�DOVR�FODVVLILHG�DV�D�XVHIXO�LQGLFDWRU�RI�
ZHDOWK��$�SHUVRQ�LV�FODVVLILHG�DV�DQ�+1:,�LI�WKH\�KDYH�D�ORDQ�SRUWIROLR�RI�RYHU�86'�����
PLOOLRQ�LQ�D�ILYH�\HDU�SHULRG�RU�KDYH�EDQN�WUDQVDFWLRQV�RI�RYHU�86'���PLOOLRQ�DQQXDOO\��
,Q�0DOD\VLD��6HFXULWLHV�&RPPLVVLRQ�0DOD\VLD��������GHILQHG�+1:,V�LQ�WHUPV�RI�ERWK�
LQFRPH�DQG�ZHDOWK��,Q�WHUPV�RI�ZHDOWK��+1:,V�DUH�WKRVH�ZKRVH�WRWDO�QHW�DVVHWV�RU�WRWDO�
QHW� MRLQW� DVVHWV� ZLWK� D� VSRXVH� H[FHHG� 0<5� �� PLOOLRQ� RU� LWV� HTXLYDOHQW� LQ� IRUHLJQ�
FXUUHQFLHV��H[FOXGLQJ�WKH�YDOXH�RI�WKH�SHUVRQ¶V�SULPDU\�UHVLGHQFH��,Q�WHUPV�RI�LQFRPH��
FRQVLGHUDWLRQ�ZDV�JLYHQ�IRU�LQGLYLGXDOV�DQG�MRLQW�DQQXDO�LQFRPHV�RI�0<5���������RU�
��������RU�LWV�HTXLYDOHQW�LQ�IRUHLJQ�FXUUHQF\��6HFXULWLHV�&RPPLVVLRQ�0DOD\VLD���������
2(&'��������FODVVLILHG�+1:,V�IRU�VRPH�VHOHFWHG�2(&'�PHPEHU�FRXQWULHV�DQG�2(&'�
QRQ�PHPEHU� FRXQWULHV�� LQFOXGLQJ� 0DOD\VLD�� )RU� 0DOD\VLD�� 2(&'� ������� FODVVLILHG�
+1:,V�DV�LQGLYLGXDOV�ZLWK�D�VWDWXWRU\�LQFRPH�RYHU�0<5���PLOOLRQ��DVVHWV�RYHU�0<5�
��PLOOLRQ��RU�ERWK�WRJHWKHU�RYHU�0<5���PLOOLRQ���

)RU� WKH�SXUSRVH�RI� WKLV� VWXG\�� WKH�GHILQLWLRQ�RI�2(&'��������ZDV�DGRSWHG�IRU� WKUHH�
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ZKR�KDYH�WKH�DELOLW\�WR�GHYLVH�VFKHPHV�IRU�WD[�DYRLGDQFH�DQG�HYDVLRQ��7KURXJK�DXGLW�
GDWD��5RVOL�HW�DO���������IRXQG�D�VLJQLILFDQW�UHODWLRQVKLS�EHWZHHQ�WKH�LQIOXHQFH�RI�WD[�
SURIHVVLRQDOV� DQG� QRQ�FRPSOLDQFH�� KRZHYHU�� ZKHWKHU� RU� QRW� WD[� SURIHVVLRQDOV� DLGHG�
DJJUHVVLYH�WD[�SODQQLQJ�WKDW�FDQ�UHVXOW�LQ�WD[�QRQ�FRPSOLDQFH�RI�+1:,V�LQ�0DOD\VLD�LV�
DQ�LVVXH�WKDW�QHHGV�IXUWKHU�HYLGHQFH��7KHUHIRUH��WKH�IROORZLQJ�K\SRWKHVLV�LV�GHYHORSHG��

H4� There is a positive relationship between the role of tax professionals in aggressive 
tax planning and tax non-compliance of HNWIs in Malaysia.   

2.8�� Conditional cooperation 

&RQGLWLRQDO�FRRSHUDWLRQ�KDV�EHHQ�FODVVLILHG�LQWR�WZR�GLPHQVLRQV��-DKQNH���������7KH�
ILUVW�GLPHQVLRQ�UHODWHV�WR�WD[SD\HUV¶�FRPSOLDQFH�EDVHG�RQ�WKH�EHKDYLRXU�RI�PHPEHUV�RI�
D� JURXS� RU� VRFLHW\�� 7KLV� LV� UHJDUGHG� DV� KRUL]RQWDO� UHFLSURFLW\� �7RUJOHU�� 6FKDIIQHU�	�
0DFLQW\UH�� ������� 6SHFLILFDOO\�� KRUL]RQWDO� UHFLSURFLW\� VXJJHVWV� WKDW� ZKHQ� D� WD[SD\HU�
EHOLHYHV�WKDW�RWKHU�PHPEHUV�RI�WKH�VRFLHW\�WKDW�KH�VKH�EHORQJV�WR�DUH�SD\LQJ�WD[HV��WKDW�
WD[SD\HU�GHYHORSV�WKH�PRWLYDWLRQ�WR�SD\��KRZHYHU��ZKHQ�DQ�LQGLYLGXDO�SHUFHLYHV�WKDW�
HYDVLRQ�LV�FRPPRQ�LQ�WKH�VRFLHW\��VXFK�LQGLYLGXDO�PD\�EH�RSSRUWXQLVWLF�LQ�HQJDJLQJ�LQ�
WD[� HYDVLRQ� EHKDYLRXU�� 7KH� VHFRQG� GLPHQVLRQ� LV� EDVHG� RQ� FRQGLWLRQDO� FRRSHUDWLRQ�
EHWZHHQ�WKH�WD[SD\HU�DQG�WD[�DXWKRULW\�WKURXJK�WKHLU�LQWHUDFWLRQV��VXFK�WKDW�WD[SD\HUV�
FRRSHUDWH�ZKHQ�WKH�WD[�DXWKRULW\�LV�DOVR�FRRSHUDWLYH�WKURXJK�LQIRUPDWLRQ�DQG�VXSSRUW��
7KLV�FRQGLWLRQDO�FRRSHUDWLRQ�LV�EDVHG�RQ�YHUWLFDO�UHFLSURFLW\���

/LWHUDWXUH�RQ�+1:,V�LQGLFDWHV�WKH�SRVVLELOLW\�RI�KRUL]RQWDO�DQG�YHUWLFDO�UHFLSURFLW\�RI�
FRQGLWLRQDO�FRRSHUDWLRQ��)RU�KRUL]RQWDO�UHFLSURFLW\��IRU�LQVWDQFH��.DQJDYH�HW�DO���������
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UHODWLRQ� WR� +1:,V�� 5RVOL� HW� DO�� ������� H[DPLQHG� WKH� LQIOXHQFH� RI� WD[� UDWH� RQ� WD[�
PDOIHDVDQFH�LQ�0DOD\VLD��DQG� WKH�UHVXOW� UHYHDOHG�DQ�LQVLJQLILFDQW� UHODWLRQVKLS�� ,W�ZDV�
FRQFOXGHG�WKDW� WKH�PDMRULW\�RI�+1:,V�ZLOO�SD\�WD[�LUUHVSHFWLYH�RI� WKH�UDWH� LPSRVHG��
+RZHYHU�� 5RVOL� HW� DO�� ������� FDXWLRQHG� WKDW� ZKHQ� WKH� UDWH� LV� KLJK�� WKHUH� FRXOG� EH� D�
OLNHOLKRRG�IRU�+1:,V�WR�WDNH�WKH�ULVN�IRU�DJJUHVVLYH�WD[�SODQQLQJ�E\�VKLIWLQJ�WKHLU�ZHDOWK�
RU�LQFRPH�WR�ORZHU�WD[�MXULVGLFWLRQV��,Q�IDFW��WKH\�FRQFOXGHG�WKDW�WKH�VWXG\�RI�WD[�UDWH�
DORQH� FRXOG� QRW� EH� WKH� RQO\� IDFWRU� LQIOXHQFLQJ� +1:,V¶� GHFLVLRQV� WR� HYDGH� WD[��
&RQVHTXHQWO\��LQ�YLHZ�RI�WKLV�JDS��LW�LV�SURSRVHG�WKDW�WKHUH�QHHGV�WR�EH�DQ�LQYHVWLJDWLRQ�
RQ�WKH�SHUFHSWLRQ�UHJDUGLQJ�YHUWLFDO�IDLUQHVV�DQG�ZKHWKHU�+1:,V�SHUFHLYH�WKDW�WKH�UDWH�
LV� IDLU� HQRXJK� WR� HQFRXUDJH� FRPSOLDQFH�� &RQVHTXHQWO\�� WKH� IROORZLQJ� K\SRWKHVLV� LV�
GHYHORSHG��

H6� There is a negative relationship between vertical fairness and tax non-compliance 
of HNWIs in Malaysia.���

3.�� RESEARCH METHOD 

7KLV� VHFWLRQ� GHVFULEHV� WKH� UHVHDUFK� PRGHO�� UHVHDUFK� GHVLJQ�� SRSXODWLRQ� DQG� VDPSOH�
VHOHFWLRQ�DQG�GDWD�FROOHFWLRQ�PHWKRG�DQG�GDWD�DQDO\VLV�WHFKQLTXHV��

3.1�� Research model 

7KH� UHVHDUFK� PRGHO� LQ� WKLV� VWXG\� LV� VXSSRUWHG� E\� $OOLQJKDP� DQG� 6DQGPR¶V� �������
HFRQRPLF�GHWHUUHQFH�WKHRU\�DV�ZHOO�DV�VXJJHVWLRQV�PDGH�E\�+DVVHOGLQH�DQG�%HEELQJWRQ�
������� DQG� -DPHV� DQG� $OOH\� ������� IRU� LQWHJUDWLQJ� VRFLR�SV\FKRORJLFDO� DQG� ILVFDO�
SV\FKRORJLFDO�IDFWRUV�LQ�GHYHORSLQJ�D�WD[�FRPSOLDQFH�PRGHO��6SHFLILFDOO\��WKH�PRGHO�LV�
GHVLJQHG�WR�H[SORUH�WKH�H[WHQW�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SUREDELOLW\�RI�GHWHFWLRQ��
SHUFHLYHG� VHYHULW\� RI� SXQLVKPHQW�� SROLWLFDO� DIILOLDWLRQ�� UROH� RI� WD[� SURIHVVLRQDOV��
FRQGLWLRQDO� FRRSHUDWLRQ�� DQG� YHUWLFDO� IDLUQHVV� DV� LQGHSHQGHQW� YDULDEOHV� DQG� WD[� QRQ�
FRPSOLDQFH�RI�+1:,V�DV�WKH�GHSHQGHQW�YDULDEOH��7KH�SUHVHQWDWLRQ�RI�WKH�PRGHO�WKURXJK�
ERWK�VFKHPDWLF�SUHVHQWDWLRQV�LV�DV�GHSLFWHG�LQ�)LJXUH���DQG�WKURXJK�PXOWLSOH�UHJUHVVLRQ�
DQDO\VLV�DV�GHULYHG�LQ�(TXDWLRQ����
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Fig. 1: Model of Perceived Determinants of HNWIs’ Tax Non-Compliance 
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%DVHG�RQ� WKH�UHVHDUFK�PRGHO� LQ�)LJXUH����WKH�IROORZLQJ�PXOWLSOH�UHJUHVVLRQ�PRGHO�LV�
SURSRVHG�WR�HQDEOH�WKH�WHVW�RI�WKH�K\SRWKHVLVHG�UHODWLRQVKLSV��

Tax non-compliance� �α���β1�SUREDELOLW\�RI�GHWHFWLRQ���β2�VHYHULW\�RI�SXQLVKPHQW���β3�
SROLWLFDO� DIILOLDWLRQ��� β4� UROH�RI� WD[�SURIHVVLRQDOV���β5� FRQGLWLRQDO�FRRSHUDWLRQ��� β6�
YHUWLFDO�IDLUQHVV���ε�� � � � � � � ��������������

ZKHUH��α�LV�WKH�LQWHUFHSW��β�LV�WKH�PXOWLSOH�UHJUHVVLRQ�FRHIILFLHQW�DQG�ε�LV�DQ�HUURU�WHUP��

3.2�� Research design 

$�TXDQWLWDWLYH�DSSURDFK�LQYROYLQJ�D�VXUYH\�ZDV�DGRSWHG�WR�DQVZHU�WKH�REMHFWLYHV�RI�WKH�
DUWLFOH�� 6XUYH\� LQVWUXPHQWV� ZHUH� GHYHORSHG� IURP� SUHYLRXV� VWXGLHV�� 7KH� VXUYH\�
TXHVWLRQQDLUHV�WKDW�ZHUH�GLVWULEXWHG�WR�WD[�SURIHVVLRQDOV�ZHUH�GLYLGHG�LQWR�WKUHH�PDLQ�
VHFWLRQV��7KH� ILUVW� VHFWLRQ�FRQVLVWHG�RI�GHPRJUDSKLF� LQIRUPDWLRQ�RI� WKH� UHVSRQGHQWV��
LQFOXGLQJ� WKHLU� JHQGHU�� DJH�� KLJKHVW� TXDOLILFDWLRQ�� GHVLJQDWLRQ�� DIILOLDWLRQ�� \HDUV� RI�
VHUYLFH��DQG�VL]H�RI�WKHLU�ILUPV��7KH�VHFRQG�VHFWLRQ�FRPSULVHG�TXHVWLRQV�SHUWDLQLQJ�WR�
UHVSRQGHQWV¶�QRQ�FRPSOLDQFH�EHKDYLRXU�DQG�WKH�UHVSHFWLYH�YDULDEOHV�XQGHU�VWXG\��)RU�
WKLV�VHFWLRQ��WKH�LWHPV�XVHG�D���SRLQW�/LNHUW�VFDOH�UDQJLQJ�IURP�µVWURQJO\�GLVDJUHH¶�WR�
µVWURQJO\� DJUHH¶�� 7KH� TXHVWLRQQDLUHV� ZHUH� SUHSDUHG� LQ� WKH� (QJOLVK� ODQJXDJH�� 7D[�
SURIHVVLRQDOV� ZHUH� LQIRUPHG� RQ� WKH� GHILQLWLRQ� RI� +1:,V� LQ� WKH� FRYHU� SDJH� RI� WKH�
TXHVWLRQQDLUHV���

3.3
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3.3.1�� Non-compliance behaviour 

*HQHUDOO\��QRQ�FRPSOLDQFH�UHIHUV�WR�WD[SD\HUV¶�ZURQJGRLQJV�VXFK�DV�IDLOXUH�WR�UHSRUW�RU�
QRW�UHSRUW�WD[�FKDUJHG��QRW�VXEPLWWLQJ�LQFRPH�WD[�UHWXUQ�IRUPV��QRW�UHSRUWLQJ�WKH�DFWXDO�
LQFRPH��DQG�QR�WD[�SD\PHQW�RU�ODWH�WD[�SD\PHQW��)RU�WKH�SXUSRVH�RI�WKLV�DUWLFOH��QRQ�
FRPSOLDQFH� LV� GHILQHG� DV� QRQ�FRQIRUPLQJ� WR� WKH� WD[� REOLJDWLRQV� LQ� WHUPV� RI� XQGHU�
UHSRUWLQJ�RI�LQFRPHV�LQ�ILOLQJ�WD[�UHWXUQV��7KUHH�����LWHPV�ZHUH�XWLOLVHG�WR�PHDVXUH�QRQ�
FRPSOLDQFH� EHKDYLRXU� IRU� XQGHU�UHSRUWLQJ� LQFRPHV�� 7KH� LWHPV�� ZKLFK� ZHUH� DGDSWHG�
IURP�<DQNHORYLFK��6NHOO\�DQG�:KLWH�,QF���������DUH�OLVWHG�EHORZ� 

�

Variable Item 
1RQ�FRPSOLDQFH� %HKDYLRXU�
�8QGHU�UHSRUWLQJ�LQFRPHV��

+1:,V�PD\�FRQVLGHU�LW�SHUPLVVLEOH�QRW�WR�UHSRUW�DQ�LQFRPH�LQ�D�WD[�
UHWXUQ�IRU�EXVLQHVV�GRQH�DPRQJ�WKHP��
�

� +1:,V� PD\� EHOLHYH� LW� LV� DFFHSWDEOH� WR� UHSRUW� LQFRPH� ZLWKRXW�
LQFOXGLQJ�H[WUD�LQFRPH�JHQHUDWHG�IURP�RWKHU�VRXUFHV�RI�LQFRPH��
�

� +1:,V�PD\�SHUFHLYH�WKDW�LW�LV�SHUPLVVLEOH�QRW�WR�UHSRUW�FDVK�EHLQJ�
SDLG�IRU�D�FRQWUDFW�RU�VHUYLFHV�UHQGHUHG��
�

��

3.3.2�� Probability of detection 

7KH� OLWHUDWXUH� GHILQHV� SUREDELOLW\� RI� GHWHFWLRQ� DV� WKH�SRVVLELOLW\� RI� GLVFRYHULQJ� QRQ�
FRPSOLDQFH� DQG� UHFWLILFDWLRQ� RI� GHYLDQFH� E\� WD[� DXWKRULWLHV� �)LVFKHU� HW� DO��� �������
&RQVLVWHQWO\��WKLV�DUWLFOH�GHILQHV�WKH�YDULDEOH�DV�WKH�OLNHOLKRRG�RI�EHLQJ�GHWHFWHG�IRU�QRQ�
FRPSOLDQFH��)RXU�����LWHPV�ZHUH�XVHG�WR�PHDVXUH�SUREDELOLW\�RI�GHWHFWLRQ���

�

 Variable Item 
3UREDELOLW\�RI�'HWHFWLRQ� ,� WKLQN� +1:,V� EHOLHYH� WKDW� ,5%0� LV� FDSDEOH� RI� GHWHFWLQJ�
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3.3.5��
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3.3.7�� Vertical reciprocity 

7KLV� FRQGLWLRQDO� FRRSHUDWLRQ� LV� GHILQHG� DV� WKH� FRRSHUDWLRQ� EHWZHHQ� WD[SD\HU� DQG�
JRYHUQPHQW�WKURXJK�WKHLU�LQWHUDFWLRQV�ZLWK�WKH�WD[�DXWKRULW\�RU�JRYHUQPHQW�LQ�JHQHUDO�
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Table 2: Demographic Information 
 
Demographic Profile Frequency Percentage 
Gender: � �
0DOH� ��� ����
)HPDOH� ��� ����
0LVVLQJ� �� ���
 100 100% 
Size of the firms: � �
6PDOO�)LUP� ��� ����
0LG�VL]H�)LUP� ��� ����
%LJ�)RXU� �� ���
0LVVLQJ� �� ���
� 100 100% 
Number of years as tax agent: � �
/HVV�WKDQ���\HDUV� ��� ����
�����\HDUV� ��� ����
0RUH�WKDQ����\HDUV� ��� ����
0LVVLQJ� �� ���
� 100 100% 
Type of clients (Majority): � �
,QGLYLGXDO� �� ���
6PDOO�FRPSDQLHV� ��� ����
0LG�VL]H�FRPSDQLHV� ��� ����
/DUJH�FRPSDQLHV� �� ���
0LVVLQJ� �� ���
� 100 100% 

 

4.2�� Descriptive results 

7KLV�VHFWLRQ�GHVFULEHV�WKH�GHVFULSWLYH�UHVXOWV�RQ�HYHU\�YDULDEOH�XQGHU�VWXG\��$V�VHW�RXW�
LQ�7DEOH���� IRU�XQGHU�UHSRUWLQJ�LQFRPH��WKH�PHDQ�YDOXH�IRU�HYHU\�LWHP�LV�EHORZ������
ZKLFK�LQGLFDWHV�WKDW�WD[�SURIHVVLRQDOV�SHUFHLYH�WKDW�WKH�+1:,V�ZHUH�QRW�LQ�IDYRXU�RI�
XQGHU�UHSRUWLQJ�WKHLU�LQFRPHV��2YHUDOO��WKH�PHDQ�VFRUH�IRU�WKH�WKUHH�LWHPV�LV������ZLWK�
D�VWDQGDUG�GHYLDWLRQ�RI�������,Q�RWKHU�ZRUGV��WKH�+1:,V�FRQVLGHUHG�WKDW�LW�LV�WD[�QRQ�
FRPSOLDQFH�LI�WKH\�GLG�QRW�UHSRUW�D�FHUWDLQ�LQFRPH��H[FOXGH�H[WUD�LQFRPH��DV�ZHOO�DV�KLGH�
VRPH� FDVK� LQFRPH� JHQHUDWHG� IURP� RWKHU� VRXUFHV� RI� LQFRPH�� FRQWUDFW� RU� VHUYLFHV�
UHQGHUHG����
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Table 3: Descriptive Analysis for Non-Compliance Behaviour – Under-Reporting 
Incomes 

 
Under-Reporting Incomes (UI) n Minimum Maximum Mean SD
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�

,�EHOLHYH�+1:,V¶�SROLWLFDO�DIILOLDWLRQ�PD\�QRW�
FRPSOHWHO\�LPSDFW�RQ�SD\LQJ�WD[HV��
�

���� �� �� ����� �����

Political Affiliation 100 1 5 2.61 0.66 
7KHVH�LWHPV�KDYH�EHHQ�UHFRGHG�

�

:LWK�UHJDUGV�WR�WKH�UROH�RI�WD[�SURIHVVLRQDOV��WKH�RYHUDOO�PHDQ�YDOXH�LV������DQG�VWDQGDUG�
GHYLDWLRQ�RI�������7DEOH���LQGLFDWHV�WKDW�WD[�SURIHVVLRQDOV�SHUFHLYH�WKDW�+1:,V�IHOW�WKDW�
WD[� SURIHVVLRQDOV� KDYH� EHHQ� SOD\LQJ� WKHLU� UROHV� HIILFLHQWO\� GXULQJ� WD[� DXGLW� DQG� WD[�
SODQQLQJ��:KLOH�WKLV� LQIRUPDWLRQ�LV�XVHIXO��LW� LV�DOVR�LPSRUWDQW� WR�QRWH�WKDW�WKLV�LV�WKH�
SHUFHSWLRQV�RI�WD[�SURIHVVLRQDOV�RQ�WKHLU�RZQ�UROH�LQ�DVVLVWLQJ�WKHLU�FOLHQWV���

�

Table 7: Descriptive Analysis for Role of Tax Professionals 
 
Role of Tax Professionals n Minimum Maximum Mean SD 
+1:,V�EHOLHYH�WKDW�WD[�SURIHVVLRQDOV�DUH�DOZD\V�
DURXQG�WR�DVVLVW�WKHP�GXULQJ�WKHLU�WD[�DXGLW�VHVVLRQV��
�

���� �� �� ����� ����

+1:,V�EHOLHYH�WKDW�WD[�SURIHVVLRQDOV�SURYLGH�
DVVLVWDQFH�WR�WKHP�LQ�GLVFXVVLRQV�DQG�QHJRWLDWLRQ�D�ORW�
ZLWK�WKH�WD[�DXGLWRUV�RQ�WKH�DXGLW¶V�ILQGLQJV��
�

���� �� �� ����� �����

7R�P\�NQRZOHGJH�+1:,V�EHOLHYH�WKDW�WKH\�ZRXOG�
KDYH�EHHQ�LQ�D�YHU\�GLIILFXOW�VLWXDWLRQ�ZLWKRXW�WKH�
LQWHUYHQWLRQ�RI�WD[�SURIHVVLRQDOV�LQ�WKHLU�DXGLWV�
SURFHVVHV��
�

���� �� �� ����� ����

7R�P\�NQRZOHGJH�+1:,V�EHOLHYH�WKDW�WD[�
SURIHVVLRQDOV�KLJKO\�DVVLVW�WKHP�LQ�VWUDWHJLF�WD[�
SODQQLQJ��
�

���� �� �� ����� �����

7R�P\�NQRZOHGJH�+1:,V�EHOLHYH�WD[�SURIHVVLRQDOV�
DVVLVW�WKHP�WR�UHGXFH�WKHLU�WD[�OLDELOLW\�WKURXJK�OHJDO�
DQG�FRQVWLWXWLRQDO�PHDQV��
�

���� �� �� ����� �����

Role of Tax Professionals 100 1 5 3.92 0.56 
�

7KH�GHVFULSWLYH�UHVXOWV�RQ�KRUL]RQWDO�UHFLSURFLW\�ZLWK�DQ�RYHUDOO�PHDQ�YDOXH�RI������DQG�
VWDQGDUG� GHYLDWLRQ� RI� ����� DUH� UHYHDOHG� LQ� 7DEOH� ��� ,W� LV� FOHDUO\� LQGLFDWHG� WKDW� WD[�
SURIHVVLRQDOV�SHUFHLYH�WKDW�+1:,V¶�PRWLYDWLRQ�WR�SD\�WD[�LV�DOVR�GHSHQGHQW�RQ�RWKHU�
+1:,V¶�EHKDYLRXUV��7KLV�FRXOG�EH�PRUH�YLVLEOH�LI�WKH\�DUH�LQ�D�JURXS�RI�WKRVH�ZKR�DUH�
REOLJDWHG�WR�FRQWULEXWH�DQG�SD\�WD[��

�

�
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Table 8: Descriptive Analysis for Horizontal Reciprocity 
 
Horizontal Reciprocity n Minimum Maximum Mean SD 
,�EHOLHYH�+1:,V�ZRXOG�EH�PRUH�OLNHO\�WR�SD\�WD[�LI�
RWKHUV�ZLWKLQ�WKHLU�LQFRPH�JURXS�DUH�SD\LQJ��
�

���� �� �� ����� �����

,�EHOLHYH�+1:,V�ZRXOG�DOVR�IHHO�REOLJDWHG�WR�
FRQWULEXWH�DQG�SD\�WKHLU�WD[HV�LI�PDQ\�FLWL]HQV�SD\�
WKHLU�WD[HV��
�

���� �� �� ����� �����

7R�P\�XQGHUVWDQGLQJ�VRPH�+1:,V�ZLVK�WR�IXOILO�WKH�
VRFLDO�QRUP�RI�SD\LQJ�WKHLU�WD[HV�E\�MXVW�EHKDYLQJ�
DFFRUGLQJ�WR�VRFLHW\¶V�UXOHV��
�

���� �� �� ����� �����

Horizontal Reciprocity 100 1.00 5.00 3.81 0.71 
�

,Q�YLHZ�RI�YHUWLFDO�UHFLSURFLW\��WKH�RYHUDOO�PHDQ�UHSRUWHG�LV������DQG�VWDQGDUG�GHYLDWLRQ�
RI� ������ 7KLV� PHDQV� WKDW� WD[� SURIHVVLRQDOV� EHOLHYH� WKDW� WKH� REOLJDWLRQ� RI� +1:,V� WR�
FRPSO\�LQ�SD\LQJ�WD[�LV�LQGLUHFWO\�PRWLYDWHG�EDVHG�RQ�WKH�FRQGLWLRQDO�FRRSHUDWLRQ�ZLWK�
WKH�JRYHUQPHQW��+HQFH��ZLOOLQJQHVV�WR�FRQWULEXWH�WR�WD[�ZRXOG�YHU\�PXFK�GHSHQG�RQ�
WD[SD\HUV�SHUFHLYLQJ�WKDW�WKH�SXEOLF�ZRXOG�EH�EHQHILWHG��

�

Table 9: Descriptive Analysis for Vertical Reciprocity 
 
Vertical Reciprocity n Minimum Maximum Mean SD 
7R�P\�XQGHUVWDQGLQJ�+1:,V�ZRXOG�DJUHH�WR�D�WD[�
LQFUHDVH�LI�WKH�H[WUD�PRQH\�LV�XVHG�WR�ILQDQFH�WKH�
SURYLVLRQ�RI�EHWWHU�SXEOLF�JRRGV�DQG�VHUYLFHV��
�

���� �� �� ����� �����

7R�P\�XQGHUVWDQGLQJ�+1:,V�SHUFHLYH�,5%0�KDV�EHHQ�
D�VXSSRUWLYH�LQVWLWXWLRQ�LQ�GLVFKDUJLQJ�WKHLU�WD[�
REOLJDWLRQV��
�

���� �� �� ����� �����

7R�P\�XQGHUVWDQGLQJ�+1:,V�SHUFHLYH�WKH�FHQWUDO�
JRYHUQPHQW�GLVFKDUJH�LWV�UHVSRQVLELOLWLHV��
�

���� �� �� ����� �����

Vertical Reciprocity 100 1 5 3.57 0.58 
�

*HQHUDOO\��WKH�WD[�SURIHVVLRQDOV�YLHZ�WKH�SURJUHVVLYH�WD[�UDWH�WKUHVKROG�VHW�IRU�+1:,V��
ZKLFK�LV�KLJKHU��DV�IDLU��7KLV�LV�VXSSRUWHG�E\�WKH�PHDQ�VFRUH�RI�RYHUDOO�YHUWLFDO�IDLUQHVV�
SHUFHSWLRQ� RI� ����� DQG� VWDQGDUG� GHYLDWLRQ� RI� ������ ,Q� IDFW�� ZLWK� WKH� FRPSDULVRQ� WR�
PLGGOH�LQFRPH�HDUQHUV��WKH�KLJK�UDWHV�IRU�+1:,V�DUH�EHOLHYHG�WR�EH�IDLU�DQG�DFFHSWDEOH�����

�
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Fig. 3:  Structural Model of Under-Reporting of Incomes 

 

 

 

7KH�UHVXOW�RI�WKH�5��DV�LQGLFDWHG�LQ�7DEOH����ZDV�GHWHUPLQHG�XVLQJ�WKH�UHFRPPHQGDWLRQ�
RI�+DLU�HW�DO����������+DLU�HW�DO���������VWDWHG�WKDW�WKH�5��YDOXH�VKRXOG�EH�DW�OHDVW������
IRU�D�JRRG�PRGHO��6SHFLILFDOO\��5��RI������DQG�DERYH�LV�FRQVLGHUHG�VXEVWDQWLDO�������LV�
FRQVLGHUHG� PRGHUDWH� DQG� ����� LV� FRQVLGHUHG� ZHDN� �&RKHQ�� ������� %DVHG� RQ� WKLV�
HYLGHQFH��ZH�FDQ�GHGXFH�WKDW�WKH�5��YDOXH�RI�������RI�WKH�FXUUHQW�PRGHO�LV�FRQVLGHUHG�
PRGHUDWH�EHFDXVH�WKH�YDOXH�LV�JUHDWHU�WKDQ�����EXW�OHVV�WKDQ�����DV�UHFRPPHQGHG�E\�
+DLU�HW�DO����������7KLV�KLJKOLJKWV�WKDW�WKH�H[RJHQRXV�ODWHQW�FRQVWUXFW�FDQ�RQO\�H[SODLQ�
������RI�WKH�YDULDQFH� LQ�WKH�FXUUHQW�PRGHO��LQGLFDWLQJ�WKDW�WKHUH�DUH�RWKHU�FRQVWUXFWV�
ZKLFK�H[SODLQ�WKH�UHPDLQLQJ�������RI�WKH�YDULDQFH���
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+RZHYHU�� WKLV� UHVSRQVH� UDWH� LV� D�JHQHUDOO\� DFFHSWDEOH� UDWH� LQ�0DOD\VLD� IRU� D� VXUYH\��
1RWZLWKVWDQGLQJ�LWV�OLPLWDWLRQV��WKLV�UHVHDUFK�LQGLUHFWO\�HQKDQFHV�DQG�LPSURYHV�WKH�ERG\�
RI� NQRZOHGJH� RQ� WKH� QRQ�FRPSOLDQFH� RI� +1:,V�� +RZHYHU�� WKHUH� LV� VWLOO� URRP� IRU�
LPSURYHPHQWV�DQG�JDSV� WR�EH�FRYHUHG� LQ� IXWXUH� UHVHDUFK��)RU� LQVWDQFH��FRQGXFWLQJ�D�
FRPSDULVRQ� VWXG\� EHWZHHQ� FRXQWULHV� PD\� SURYLGH� LQWHUHVWLQJ� ILQGLQJV�� &RQGXFWLQJ�
LQWHUYLHZV�ZLWK�+1:,V�PD\�DOVR�RIIHU�H[SODQDWLRQV�DV�WR�WKHLU�FRPSOLDQFH�EHKDYLRXU�
GHFLVLRQ�PDNLQJ��
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