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Abstract 

 

This research explores the role of religiosity in tax compliance. Specifically, the role that 

religiosity has on tax morale which, in turn, influences tax compliance. The aim of this research 

is to develop a qualitative understanding of religiosity and tax compliance in New Zealand. 

Therefore, this study has adopted an interpretivist approach to answer the research questions 

of the thesis. Twenty in-depth interviews were conducted with various individuals from the 

categories of small/medium business owners, religious leaders and accountants. Each category 

was chosen given their varying experiences with religiosity and tax compliance and to reflect 

the current religious background of New Zealand. The results found that most participants felt 

that religiosity can have a positive impact on tax compliance; however, considered public 

opinion was contrary. Although religiosity can be influential on tax compliance, its perceived 

strength is low compared with other variables such as New Zealand’s source deduction (Pay 

as You Earn) system and civic duty. Using an earlier religiosity definition as a guide, 

participants felt that intrapersonal religious commitments that arise from a faith and belief in a 

religion had the greatest impact on the religiosity-tax compliance relationship. However, 

culture within a religiosity context also had to be considered and is often ignored. Thus, this 

thesis highlights the role of religious culture in future areas of research. Participants also noted 

that personal moral beliefs and religious beliefs could be separated as concepts; however, most 

were uncertain as to how these concepts would be measured. Lastly, participants found that 

religiosity as a concept could not be measured accurately. However, if religiosity had to be 

measured, no consensus could be reached, highlighting issues for further religiosity research. 

These findings have implications in a policy and academic context. 
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 Key Glossary 

 

Accountant: A qualified person who is employed to aid a business to 

comply with their tax obligations. 

Census: A procedure that involves acquiring and recording 

information on a population. In New Zealand it is 

conducted every 5 years. 

Civic Duty:  Applying personal moral beliefs towards a public 

concern. 

Culture: The collective programming of the mind which 

distinguishes the members of one group of society from 

another. 

Demographic Variables: Personal statistics that include age, gender, race etc.  

Economic Deterrence Approach: The tax compliance approach that requires a tax authority 

to use law enforcement and sanctions as a way to get 

taxpayers to comply with tax. 

Enforced Tax Compliance:  Taxpayers are forced to conform to tax law through rules 

and regulations. 

Fiscal Psychological Approach: The tax compliance approach that combines both the 

economic deterrence and social psychological 

approaches with recognition of both the law enforcement 

and behavioural objectives of a taxpayer. 

Individual Taxation:   A tax levied on the income of individuals. 

Interaction with the Government: The way taxpayers are treated by a government during 

their interactions. 

Interaction with the Tax  The way taxpayers are treated by a tax authority during  

Authority:  their interactions. In New Zealand, the tax authority is 

called the Inland Revenue Department (IRD). 

Intrapersonal Religious  This religiosity dimension focuses on religious attitudes 

Commitment: that stem from religious practices and faith. 

Interpersonal Religious  This religiosity dimension focuses on religious attitudes 

Commitment:  that stem from interactions among members in a religion. 
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Perception of Government: The way the government is perceived by taxpayers from 

a number of aspects such as trust, equity and fairness. 

Personal Moral Beliefs: A taxpayer’s personal values which stem from the rules 

that an individual has created for themselves outside of 

social norms. 

Religiosity:  The level of an individual’s religiousness based on 

his/her religious activities and beliefs. 

Religious Affiliation: A specific religious group that an individual identifies 

with (For example: Anglican, Muslim etc.). 

Religious Beliefs: A taxpayer’s beliefs that arise as a result of religion. 

Religious Culture: The religious practices/beliefs that are as a result of a 

cultural influence. 

Religious Commitment: The extent to which an individual is committed to the 

religion and professes their teachings. 

Religious Leaders: Individuals who are assigned by a religious organisation 

to lead a congregation. 

Small/Medium Business Owners/ Individuals who either own or are in charge of tax. 

Managers compliance decisions of a business who employs less 

than 20 people.  

Social Desirability Bias: The tendencies that a person chooses a response they 

believe are more socially desirable rather than responses 

that are reflective of their true thoughts or feelings. 

Social Interaction:  The perceptions and knowledge of other people’s 

approaches toward managing their tax matters. 

Social Psychological Approach: The tax compliance approach that involves the idea that 

humans have behavioural objectives that reflect their 

personal and social norms. 

Tax Attitude: An expression of favour or disfavour of an individual 

toward taxpaying issues. 

Tax Avoidance:  Actions to minimise tax liability within the legal limits 

of the tax laws and regulations which are not in the spirit 

of the law. 

Tax Compliance:    The extent to which taxpayers comply with tax laws. 
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Tax Evasion:  Actions to minimise tax liability outside the framework 

or tax laws and regulations. 

Tax Morale:     The intrinsic motivation to pay tax. 

Tax Structure:  The structural features of particular taxes such as tax 

rates. 

Threat of Punishment:  The use of sanctions as a threat to deter a non-compliance 

attitude. 

Voluntary Tax Compliance:  Taxpayers are willing to comply with tax laws and 

accurately report their income and deductions honestly. 
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Chapter 1: 

Introduction 

 

1.1 Background 

 

Tax compliance is a contentious issue for tax authorities with New Zealand losing millions 

through a tax gap described as the hidden economy (Tax Working Group, 2018). Given the 

significance of this gap, tax compliance research has developed from traditional economic 

sanctions to understanding taxpayers’ willingness to pay through their behavioural actions. 

This marks a focus on why taxpayers choose to comply rather than why taxpayers choose to 

avoid (Mohdali & Pope, 2014). However, in the current environment, tax morale and 

conditions influencing it such as religion have not had a strong interpretation (Pope & 

McKerchar, 2011). The study of religiosity as a component of tax moral has recently been 

developed into a new research area. 

 

Research within this area has been dominated by positivist-survey type research designed to 

establish if a relationship between religiosity and tax compliance exists. As a result, religiosity 

has often been defined through the use of the World Values Survey (WVS) which is designed 

to explore people’s values and beliefs, and the impact these values have on society (World 

Values Survey, n.d.). Seeing issues surrounding the lack of definition with religiosity, 

Worthington et al. (2003) introduced the concept of religious commitment which is divided 

into intrapersonal (faith based on personal beliefs) and interpersonal (faith based on social 

interaction) religious commitment. Mohdali (2013) has then reinforced this previous research 

by validating the specific influences of intrapersonal religious commitment on tax compliance 

(Figure 3.2). Despite this, Mohdali (2013) has noted a lack of understanding surrounding 

personal moral beliefs and religious beliefs as concepts. 

 

Previous research has established that religiosity has a positive influence on tax compliance as 

religiosity positively influences tax morale which subsequently affects tax compliance. 

However, most pieces of research have been limited to countries with high percentages of 



14 
 

religious affiliation such as Turkey and Malaysia. Richardson (2008) provided the first research 

conducted in New Zealand concluding that there is a positive relationship between religiosity 

and tax compliance. This gives a unique opportunity to investigate the influence of religiosity 

on tax compliance in New Zealand as most research has not explored why this relationship 

exists.  

 

1.2 Research Questions 

 

The overall purpose of this topic is derived from Torgler (2003d) in providing an analysis of 

religiosity as a potential factor that influences tax morale (which is defined as the intrinsic 

motivation to pay tax), within a New Zealand context. This thesis provides a focus on people’s 

thoughts on the relationship between religiosity and tax compliance rather than looking at 

whether a relationship exists (as this has been previously established by Richardson (2008)). 

Therefore, the primary questions to address this purpose are; 

 

RQ 1: What is the public perception of the relationship between religiosity and tax compliance? 

RQ 2: How strongly does religiosity impact on tax compliance compared with other variable(s) 

influencing tax compliance? 

RQ 3: Which parts of religiosity influence components of tax compliance? 

RQ 4: Is the association between religiosity and tax compliance beyond personal morale? 

RQ 5: What do religious people perceive to be the appropriate variable(s) to measure 

religiosity? 

 

1.3 Importance of Topic 

 

This topic is significant because research trends within the tax compliance area have begun to 

focus on non-economic factors including social norms (Wenzel, 2004), cultural influences (Alm 

& Torgler, 2006) and religiosity (Mohdali, 2013). Citing research overseas, it would be 

important to establish if New Zealand has similar influences on tax compliance. This could be 

helpful in reducing New Zealand’s growing tax gap. With recent changes in government, this 

could be a time for change in legislation or taxation approaches. Overall, the most substantial 

way in which this thesis is important is that it addresses gaps in an emerging area of research. 
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This thesis could be fundamental in establishing religiosity-tax compliance research in low 

religious affiliated countries. 

 

1.4 Scope of the Research 

 

This study focuses on the issues of tax compliance and religiosity in New Zealand. For some 

countries around the world, religion makes up a core component of the culture and tax laws. In 

New Zealand, religious affiliation has been rapidly declining to the point where nearly 50 per 

cent of the country is irreligious (Statistics New Zealand, 2013). Given this rapid decline, 

research into religion and tax compliance can be justified to enhance our understanding 

surrounding the aspects of tax compliance and to try and predict where the nation is heading in 

the future.  

 

The scope of the research is constrained in that the size and time requirements are limited to 

the requirements for a Master of Commerce degree. As a result of this, the interviews have 

been limited to small/medium business owners, accountants and religious leaders. New 

Zealand’s tax structure consists of a Pay as You Earn (PAYE) structure thus making most 

taxpayers unable to make a tax compliance decision. In contrast, small/medium business 

owners have obligations and financial constraints surrounding their tax compliance decisions, 

thus making them optimal candidates to interview. Estimates show that 97 per cent of 

businesses in New Zealand are small businesses (Ministry of Business, Innovation & 

Employment, 2014). Many businesses use accountants to accurately meet their business 

obligations, therefore they also need to be interviewed to get their perspectives. Lastly, 

religious leaders are also an important group to consider as these are the individuals who have 

the right to teach their followers what is right within the realms of their religion, essentially 

representing their congregation.  

 

1.5 Structure of the Thesis 

 

The remainder of this thesis is written in the following method. Chapters 2 and 3 analyse prior 

literature with Chapter 2 as a spotlight on the theoretical concepts of tax compliance. Chapter 

3 talks about the variables surrounding tax compliance including tax morale as well as tax 
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compliance studies in New Zealand. Chapter 4 outlines the research questions, methods and 

approach used in this thesis. Chapter 5 presents the information collected from interviews with 

small/medium business owners, religious leaders and accountants. Chapter 6 analyses and 

discusses the findings of the interviews including their implications. Chapter 7 concludes the 

thesis through discussions of major findings as well as limitations and future areas of research. 

 

1.6 Contribution to Knowledge 

 

The research topic of religiosity and tax compliance is an emerging area which is severely 

limited in its research content, making this thesis a great contribution to the topic as a whole. 

This thesis was conducted within New Zealand which is a country that is not dominated by one 

religion. Beyond Richardson (2008), which established a relationship within New Zealand, no 

other studies have been done in a New Zealand context. Given our unique religious and cultural 

background, trends in other countries may not be significant here (Walkey & Purchas, 1997). 

In particular, this will be the first thesis on this topic fully conducted in a country that has no 

religious association greater than 40 per cent. This will also allow a greater understanding of 

religion and tax compliance from a New Zealand context. 

 

With the development of research question four, this study is also one of the first that tries to 

separate personal moral beliefs and religious beliefs into two different components, which have 

so far been a major limitation in this research area (Mohdali & Pope, 2014). This limitation 

involves the inherent assumption that personal moral beliefs are fully attributable to religious 

beliefs. By using an interpretivist approach in asking participants their thoughts and feelings, 

we are able to separate them further than a survey which has been the dominant method in this 

research area so far. This study is also one of the few that recognises the differences between 

intrapersonal and interpersonal religious commitment that were developed by Worthington et 

al. (2003) and reinforced by Mohdali (2013).  

 

This study also identifies and compares other internal values surrounding taxpayers’ 

perceptions of the IRD, society and relationships with the government as factors of compliance 

in order to determine if religiosity is an issue that the IRD should think about to solve the issue 

of tax compliance.  



17 
 

Chapter 2: 

Theoretical Concepts of Tax 

Compliance 

 

2.1 Introduction 

 

The purpose of this chapter is to provide an examination into the underlying theoretical 

concepts that shape the background of tax compliance research. The review begins with the 

economic deterrence approach, which leads to the development of the social psychological 

approach. The focus of the paper is then discovered in the fiscal psychological approach.  

 

2.2 Theoretical Concepts of Tax Compliance 

 

The study of tax compliance research has developed substantially in the last 40 years with a 

multidisciplinary approach being used from fields including economics, accounting, 

psychology and law. For the purposes of this thesis, tax compliance has been defined as: 

 

“Compliance with reporting requirements, meaning that the taxpayers file all required tax 

returns at the proper time and that the returns accurately report tax liability in accordance with 

the Internal Revenue Code, regulations and court decisions applicable at the time the return is 

filed.” Devos (2014, p.4) 

 

Tax non-compliance represents a social dilemma in which the short-term self-interest to 

minimise tax payments is at odds with the collective long-term interest to provide sufficient 

tax revenue for public goods (Gangl, Hofmann, & Kirchler, 2015).  

 

Originally, the economic deterrence approach dominated as the key to prevent tax evasion 

(Devos, 2014). This involves the deterrence of tax avoidance by increasing the probability of 

detection, escalating the tax rate or introducing tougher penalties (Fischer, Wartick, & Mark, 
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1992). Some studies have substantiated this research (Alm, Jackson, & McKee, 1992a), while 

others have disagreed suggesting that economic deterrence may only have an impact on a 

certain group of taxpayers (Mohdali, 2013; Witte & Woodbury, 1985) 

 

Then the focus of research shifted from considering why people pay tax, to considering why 

people comply with tax (Alm, Sanchez, & De Juan, 1995), with the goal of trying to predict 

human behaviour (Devos, 2014). This approach involves the consideration of multiple non-

economic factors that influence taxpayers in tax compliance rather than the use of monetary 

factors (Feld & Frey, 2007). Popular factors include social norms (Bobek, Hageman, & 

Kelliher, 2013), personal norms (Wenzel, 2004) and the development of tax morale 

(McKerchar, Bloomquist, & Pope, 2013; Torgler, 2003d).  

 

Despite these approaches, a tax gap between the expected and actual tax compliance rate still 

remained. The fiscal psychological approach was developed that combined the economic 

deterrence and social psychological approach. This allows a theoretical understanding of the 

impact of government actions as well as a taxpayers’ behaviour and social influences. As a 

result, much previous research into the economic deterrence and social psychological 

approaches remains relevant. However, due to weaknesses of each theory, a tax gap remains. 

 

2.2.1 Economic Deterrence Approach 

 

Based on the assumption that taxpayers are seen as rational economic agents who assess the 

costs and benefits of evading tax in decision-making (Milliron & Toy, 1988; Walsh, 2012), this 

approach requires that tax authorities use fear to get taxpayers to comply. The foundation began 

through Becker (1968) who researched the economic considerations behind illegal behaviour. 

Becker concluded that deterrents such as penalties and sanctions were within the jurisdiction 

of the tax authorities and society. This meant that tax compliance judgements made by the 

taxpayer were driven by the fear of being caught and penalised (Alm & McKee, 1998). 

However, Becker recognised a fundamental limitation in that there was a point where 

enforcement became uneconomical leading to a social loss. 

 

Allingham and Sandmo (1972) then developed a model with the assumption that taxpayers are 

utility maximisers who possess knowledge of penalty and detection rates (Devos, 2014). This 
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pioneering article concluded that an increase in the probability of detection (auditing rates) 

and/or penalty rates would lead to an increase in income declaration and tax compliance. 

Subsequent research (Figure 2.1) has highlighted the relationship between audit probability 

and tax compliance (Fischer et al., 1992). However, some authors disagree with Allingham and 

Sandmo’s (1972) positive relationship surrounding the influences of penalties on tax 

compliance due to a further understanding of taxpayer behaviour (Graetz, Reinganum, & 

Wilde, 1986). 

 

Due to these wide-ranging limitations and issues, the economic deterrence approach has 

undergone many expansions. Contradictions between theory and reality led Graetz and Wilde 

(1985) to propose a more complex model which suggested lower tax rates and increased 

auditing would have a positive effect on tax compliance. Jackson and Milliron (1986) 

concurred that the severity of sanctions does not translate into tax compliance and that the 

social cost of sanctions may outweigh the benefits. This resulted in the deterrence model being 

inadequate as the main theory behind revenue collection (Graetz et al., 1986) with suggestions 

that given the concept of low deterrence and penalties, theoretically, more people should be 

evading tax compared to reality (Alm et al., 1992a). Therefore, a major weakness of the model 

is its inability to deal with non-identical characteristics of taxpayers that were discovered with 

advancing research.  

 

 

 

 

 

 

 

 

 

 

 

 
 

Source: Fischer, Wartick & Mark (1992, p.3) derived from Becker (1968) 

 

Figure 2.1: Financial Self Interest Model 
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Some exogenous variables (e.g. probability of detection) were recognised as having an 

influence on the model (Cuccia, 1994). Non-economic factors have been further examined 

since even in the absence of deterrence, many still comply (Alm et al., 1995). This has led to 

criticisms that the model failed to consider behavioural factors such as attitudes, perceptions 

and morals (Lewis, 1982). The behavioural/social psychological approach goes beyond an 

economics-of-crime approach to more of a social science approach (Alm et al., 1995) which is 

more applicable to the relationship between religion and tax compliance. 

 

2.2.2 Social Psychological Approach 

 

The social psychological approach involves the idea that humans have behavioural objectives 

that reflect their personal and social norms (McKerchar & Evans, 2009). This allows for an 

understanding and prediction of human behaviour. This model is derived from Schmölder’s 

(1959) concept that details how a taxpayer’s attitude can be attributed to cultural differences 

and the design of a tax system. Variables such as stigma, reputation, tax morale and social 

norms have been researched as having an impact on tax compliance (Ronan & Ramalefane, 

2007). As shown in Table 2.1, many previously developed theories have been linked to the 

social psychological approach in a taxation context including prospect theory (Kahneman & 

Tversky, 1979) and reasoned action theory (Ajzen & Fishbein, 1980). 

 

Table 2.1: Summary of Notable Social-Psychological Theories in 

Related Tax Literature 

Theory Synopsis Studies Conducted 

Prospect 

Theory 

Individuals evaluate decisions 

using a reference point. They 

evade taxes when faced with a 

loss compared to a gain 

Kahneman & Tversky (1979), Tversky & Kahneman 

(1981), Chang et al., (1987), Smith & Kinsey (1987), 

Cox & Plumbley (1988), Robben et al., (1990), 

Schepaski & Shearer (1995), Kirchler & Maciejovsky 

(2001), King & Sheffrin (2002), Newell et al., (2007) 

Reasoned 

Action 

Theory 

Individuals base their decision 

on their behaviour intention 

which is a combination of 

personal and social norms. 

Lewis (1982), Witte & Woodbury (1985), Kaplan & 

Reckers (1985), Smith & Kinsey (1987), Hite (1988), 

Grasmick & Bursik (1990), Reckers, Sanders & Roark 

(1994), Hanno & Violette (1996), Sandmo (2005), 

Marandu, Mbekomize, & Ifezue  (2015) 

Source: Author, adapted from King & Sheffrin (2002) 
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2.2.2.1. Subsequent Development 

 

Despite substantial advances in explaining the tax gap, there is no definitive explanation that 

explains why people comply with tax (Alm, McClelland, & Schulze, 1992b). Devos (2014) 

argued that when the economic deterrence and social psychological approaches are considered 

separately, substantial weaknesses remain. Fischer et al. (1992) introduced a tax compliance 

model (Figure 2.2), which blends economic and social-psychological factors to provide the 

essence of the fiscal psychological approach. This allows the demographic and environmental 

factors that make up a taxpayer’s background to be considered (Fischer et al., 1992). It is within 

this approach that religiosity is considered an influence.  

 

Figure 2.2: Tax Compliance Model developed by Fischer et al. 

(1992) 

 

Source: Fischer et al. (1992, p.3) 

 

2.2.3 Fiscal Psychological Approach 

 

Schmölders (1959) coined the idea of the fiscal psychological approach which combines the 

economic and social psychological approaches. He details that taxpayers may be unwilling to 

comply due to a lack of any perceived gain from compliance in either monetary or social goods. 

This allows for consideration of how people actually behave in economic situations in order to 
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understand the influence of many variables including economic issues, government actions and 

community impact (Damayanti, Sutrisno, Subekti, & Baridwan, 2015). 

 

One of the earliest models was developed by Strümpel (1969) who detailed that rigid 

enforcement by the tax authorities leads to a decrease in tax compliance (Figure 2.3). Strümpel 

discusses the two main variables of ‘rigidity of assessment’ and ‘willingness to co-operate’. 

‘Rigidity of assessment’ measures the number of fines and the assessment process, while 

‘willingness to co-operate’ measures the individual attitudes and perceptions surrounding the 

tax system. Kinsey (1986) provided a subsequent analysis on this model to conclude that 

‘willingness to co-operate’ is positively related to compliance while ‘rigidity of assessment’ 

has two opposite effects. These opposite effects consist of a positive impact on tax compliance 

which can be influenced by economic variables such as tax rates, and a negative impact through 

the ‘willingness to co-operate’ where tax compliance can be influenced by non-economic 

variables such as the tax process. 

 

Figure 2.3: Strümpel’s (1969) Model of Tax Compliance 

 

Source: Strümpel (1969) and Kinsey (1986) 

 



23 
 

Seeing Strümpel’s conceptual framework as simplistic, Smith and Kinsey (1987) developed 

another framework to explain the tax compliance decisions through four factors consisting of 

material consequences, normative expectations, socio-legal attitudes, and expressive factors 

(Figure 2.4). Material consequences involve factors such as employment position and sources 

of income. Normative expectations are moulded from personal and social norms and beliefs. 

A socio-legal attitude comprises a taxpayer’s feelings towards the tax system and the 

government. Expressive factors involve the emotional cost of having to comply with tax law. 

Both material consequences and normative expectations directly influence an individual’s tax 

compliance decision while social-legal attitudes and expressive factors have an indirect 

influence.  

 

Figure 2.4: Smith and Kinsey’s (1987) Model of Tax Compliance 

 

Source: Smith and Kinsey (1987, p.652). 
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Other research has applied the fiscal psychological approach using different parts of this model. 

Vogel (1974) created a survey on the tax collection process and found that tax compliance 

issues were attributed to the complexities of the tax system. Normative expectations are 

relevant as taxpayer ethics need to be considered for tax compliance progress. Spicer and 

Lundstedt (1976) concluded that tax compliance decisions are made by taxpayers through an 

assessment of sanctions, attitudes and norms surrounding tax compliance. The theory of 

inequity has also been applied by Spicer and Becker (1980) and Song and Yarbrough (1978) 

who determined that when taxpayers were notified that they were paying more tax than a 

comparative taxpayer, they were more likely to evade. This is likely to be an influence on the 

socio-legal attitudes if taxpayers are no longer satisfied with the current system. 

 

Recent research on the fiscal psychological approach has produced mixed results due to 

changes in perceptions of fairness and tax compliance (Devos, 2014). As fairness and its 

measures are multi-dimensional, they are difficult to interpret and understand as external 

matters including demographics influence tax compliance. However, many governments 

promote tax fairness to achieve overall compliance. The New Zealand government has placed 

focus upon fairness in their broad-based low-rate approach and simplicity measures (Tan & 

Sawyer, 2003). Fiscal psychology reiterates this by highlighting that belief in the tax system is 

more influential on tax compliance than penalties (Devos, 2014). 

 

Investigations suggest that demographic variables (e.g. age, gender, and education), attitudes 

and perceptions (e.g. social norms and fairness of the tax system), non-compliance opportunity 

(e.g. income level, income source and occupation) and tax structure (e.g. complexity of the tax 

system) are fundamental to filling the tax gap. This project will use the fiscal psychological 

approach to provide insight into the relationship between religiosity and tax compliance 

through tax morale (Schmölders, 1970).  

 

2.3 Summary 

 

The purpose of this chapter was to understand the main approaches in tax compliance and how 

they have contributed to explaining the tax gap. These findings have been successful in solving 

part of the tax compliance issue; however further issues remain. Both the economic deterrence 

and social psychological approaches fail to explain taxpayer decisions. The more recent fiscal-



25 
 

psychological approach involves an amalgamation of the two previous approaches through 

consideration of various economic and non-economic variables. Table 2.2 explains the main 

differences between the two approaches. 

 

Table 2.2: Economic versus Psychology Approaches in Tax 

Compliance Studies 

Tax Compliance Economic Approach 
Social-Psychological 

Approach 

Concept 

Tax gap (100% compliance less 

actual revenue) 

Voluntary, willingness to act in 

accordance with the spirit as well as 

the letter of the law 

Definition Narrower Wider 

Tax Compliance Economic rationality Behavioural co-operation 

Exemplified by 

Trade-off: 

1) Expected benefits of evading 

2) Risk of detection and 

application of penalties 

3) Maximise personal wealth 

Individuals are not simply dependent, 

selfish, utility maximisers. They 

interact according to differing 

attitudes, beliefs, norms and roles. 

Success depends on co-operation 

Issues of Efficient in resource allocation Equity, fairness and incidence 

Taxpayer seen as 
Selfish calculator of pecuniary 

gains and losses 

Good citizen 

Can be termed Economic approach Behavioural approach 

Source: James and Alley (2002, p.33). 

 

For the purpose of this research, an investigation into different variables of tax compliance 

using Smith and Kinsey’s (1987) model would be beneficial to answer what the most important 

factors are in tax compliance within New Zealand. This model also allows for consideration of 

religiosity as a variable of tax morale and tax compliance. Despite the multiple variables that 

have been discovered as influential in tax compliance research (Jackson & Milliron, 1986), the 

next chapter will only consider those relevant to exploring the relationship between religiosity 

and tax compliance within a New Zealand context.  
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Chapter 3: 

Review of Tax Compliance Studies 

 

3.1 Introduction 

 

The purpose of this chapter is to review previous tax compliance studies to understand the 

factors that can influence the analysis of the relationship between religiosity and tax 

compliance. The previous chapter detailed the development of the fiscal psychological 

approach through recognising concepts such as tax morale. This chapter examines the meaning 

of tax morale as well as discussing other influential compliance variables with differing degrees 

of importance to the study. These variables are a consolidation of relevant non-economic 

variables that have an influence on tax morale (including social norms, moral beliefs and 

religiosity) and economic variables (government perception and IRD interaction) pertaining to 

tax systems in order to understand why taxpayers comply. This chapter also analyses the impact 

of religion within a New Zealand context by taking a look at the IRD’s tax compliance model. 

The chapter then concludes by applying those conclusions to previous studies conducted in 

New Zealand to understand the structure of tax within a New Zealand context. 

 

3.2 Tax Morale  

 

With the increase in popularity of the fiscal psychological approach, researchers have 

introduced tax morale as an element of taxpayer behaviour to explain taxpayers’ attitudes 

towards voluntary tax compliance (Schmölders, 1970). Tax morale has commonly been defined 

as the intrinsic motivation to pay taxes (Feld & Frey, 2003). The tax morale model has 

subsequently evolved through the addition of multiple influential elements; however, the 

definition of tax morale is still open to interpretation (Pope & McKerchar, 2011). This has led 

to some scholars describing tax morale as a ‘black box’ as there is no clear depiction of the 

influences surrounding it (Feld & Frey, 2002a). 
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For the purposes of this thesis, the influential elements are predominantly defined by the tax 

morale model from Pope and Mohdali (2010). This model (Figure 3.1), involves a combination 

of an individual’s intrinsic motivation with their experiences within an external (cultural) 

environment. According to Frey (2003), the cultural environment is scrutinised on two levels 

which are represented by a government and the tax authority. Government involves the feeling 

of satisfaction with the constitutional status of the government and its processes. The second 

level involves the vindication of the tax authority’s treatment in the politico-economic process. 

Successive research understood the influence of social norms on the cultural environment of a 

taxpayer with many articles suggesting a positive relationship between tax morale and social 

norms (Torgler, 2002). These three cultural environment factors are said to have an influence 

on individual attitudes. 

 

Individual attitudes include a mixture of personal moral beliefs and religious beliefs that are 

attributable to a singular taxpayer. Morals have been described as “the principles of right or 

wrong behaviour” (Oxford Dictionary, 2017). Personal moral beliefs involve those beliefs that 

are derivable from personal experiences while religious beliefs involve those beliefs that are 

derivable from religious faith. Research has shown that personal moral beliefs and religious 

beliefs are difficult to separate (Mohdali, 2013). Overall, research has shown that there is not 

one dominating factor influencing tax morale (Pope & Mohdali, 2010). 

 

Figure 3.1: Tax Morale Model 

 

 

 

 

 

 

 

 

 

 
 

Source: Pope & Mohdali (2010, p.570) 
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Figure 3.1: Tax Morale Model 
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3.2.1 Religiosity 

 

With the consideration of psychological-sociological approaches to tax compliance, non-

economic factors including religiosity are receiving consideration. Religion has been defined 

as the degree to which individuals are committed to a specific religious group (Delener, 1990) 

with religiosity being described as the degree to which a person adheres to his or her religious 

values, beliefs and uses them in daily living (Worthington et al., 2003). Religiosity has a similar 

association to personal moral beliefs; however, this form of moral beliefs comes from a 

religious motivation (Pope & Mohdali, 2010). Tittle and Welch (1983) were the first to conduct 

a religiosity study related to taxation. Their findings detail that the characteristics of a religious 

community have an impact on some deviant behaviours including tax evasion. Subsequent 

studies conducted in America concluded that religiosity has a negative impact on the inclination 

to cheat (Grasmick, Bursik, & Cochran, 1991a) and that relationships in religious communities 

are influential against tax evasion (Petee, Milner, & Welch, 1994). Despite this research, 

religious studies were highly limited and not popular until after 2000 (Riahi-Belkaoui, 2004). 

Limited evidence on this topic and the development of theories beyond the economic approach 

have led to suggestions that social and religious norms need to be included to develop an 

exhaustive theory of tax compliance. From there religious research has developed 

internationally and beyond Christianity.  

 

Benno Torgler has contributed heavily to this topic. Initially using Canadian survey data, he 

concluded that tax morale hinges on a relationship with religiosity (Torgler, 2003a). Torgler 

then expanded into a cross-country survey over 30 locations to corroborate the previous 

findings (Torgler, 2006). A larger sample size of 47 countries (including New Zealand) was 

conducted with the same negative relationship noted (Richardson, 2008). Over time Torgler 

developed several studies with similar findings in Germany (Feld & Torgler, 2007), Europe 

(Torgler & Schneider, 2007) and Turkey (Torgler, Demir, Macintyre, & Schaffner, 2008). 

 

Over time, two sub-definitions of religiosity have been developed: religious commitment and 

religious affiliation. Religious affiliation is the specific religious group that the taxpayer 

identifies with, e.g. Anglican. However, some have argued that people are influenced by this 

before birth and in family surroundings (Hirschman, 1983). Religious commitment has been 

defined as “the extent to which an individual is committed to the religion he or she professes 
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and its teachings, such that individual attitudes and behaviours reflect this commitment.” 

(Johnson, Jang, Larson, & De Li, 2001, p.25). From this, Worthington et al. (2003) developed 

a study (Figure 3.2) that split religious commitment into intrapersonal religious commitment, 

(the beliefs on an individual) and interpersonal religious commitment (the involvement within 

a religious community).  

 

Figure 3.2: Worthington et al.’s (2003) Religiosity Model 

 

Source: Adapted from Worthington et al. (2003) 

 

Another study that uses intrapersonal and interpersonal analysis is Mohdali and Pope (2014). 

This study was designed to scrutinise the impact of intrapersonal and interpersonal religious 

commitments on voluntary tax compliance; however, some articles have criticised this piece 

for its use of primary-only data and the failure to recognise opportunities to evade tax with self-

employed taxpayers (Benk, Budak, Püren, & Erdem, 2015). Mohdali and Pope (2014) 

reinforced an affirmative relationship between tax compliance and religiosity as a result of 

intrapersonal religious commitment.  
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Research trends show no consistency in the measures of religiosity as many researchers are 

choosing different (and solitary) variables that suit the nature of their research (Hill & Hood, 

1999). The most common measurement involves either the frequency of church attendance or 

activeness in a church group (Tittle & Welch, 1983). Other measurements include trust in the 

church (Torgler, 2007), the importance of religion, religious guidance and religious education 

(Smith, Sawkins, & Seaman, 1998). Alm and Torgler (2006) have measured religiosity and tax 

morale through the use of one question in hopes of avoiding confusion for participants. 

Although research has shown that the definition of religion can be broken down into 

intrapersonal and interpersonal religious commitment, few studies have implemented this 

approach, thus adding to the confusion over appropriate variables to use.  

 

Other research has suggested the development of a religiosity scale involving multiple 

questions/measures to make different religions comparable with more reliable results (Kirchler, 

1999). There are over 170 scales that have been created with the intention of measuring 

religiosity (Cutting & Walsh, 2008; Hill & Hood, 1999). Many of these scales have not been 

used in a tax compliance context, thus allowing for further research. Table 3.1 highlights some 

religiosity scales that could be implemented in New Zealand and beyond due to their nature of 

understanding of religiosity and culture.  
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Table 3.1: Summary of Potential Religiosity Measures for New 

Zealand 

Name Purpose Reference 

Centrality 

of 

Religiosity 

Measures the importance of religious meanings in personality 

through measuring five theoretical dimensions 

- Religious Experience          - Private Practice 

- Public Practice                    - Ideology 

- Intellectual Dimensions 

Huber (2003) 

Huber & 

Huber (2012) 

Assessment 

of intrinsic 

and 

extrinsic 

orientation 

Designed to be an amended version of the 12-item Quest Religious 

Orientation Scale which includes items such as 

 I am constantly questioning my religious beliefs 

 My life experiences have led me to rethink my religious 

convictions 

Maltby & Day 

(1998) 

Dimensions 

of 

Religiosity 

Scale 

Designed to assess an individual’s thoughts on religious behaviour, 

religious guidance, conviction and emotional involvement regardless 

of religion 

DiDuca & 

Joseph (1997) 

Joseph & 

DiDuca (2007) 

 

Source: Author 

 

Most studies find a positive relationship between religiosity and tax compliance; however, 

there are some which disagree. Welch et al. (2005) found that attitudes surrounding tax evasion 

within a neighbourhood have a similar effect on people regardless of their levels of religiosity 

because tax evasion can be perceived as either ethical or unethical within religion. McKerchar 

et al. (2013) correspondingly found that there is no evidence that supports the idea that 

religiosity influences tax morale, rather suggesting that personal morals can have a stronger 

effect. Table 3.2 presents a summary of notable studies examining the relationship between 

religiosity and tax compliance. 
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Table 3.2: Summary of Religiosity and Tax Compliance Studies 

Study Method Sample Key Findings  

Tittle & Welch 

(1983) 

Survey by National Analyst Inc. 

(Interviews) 

1993 within 

USA 

Individual religiosity appears to impact only certain deviant 

behaviour and the effects are more moderate for tax evasion. 

Grasmick et al. 

(1991a) 

Oklahoma City Survey with 

face-to-face interviews 

330 – USA Religious identity salience and church attendance are found 

to influence the inclination to cheat on taxes independently. 

Grasmick et al. 

(1991b) 

Oklahoma City Survey with 

face-to-face interviews 

330 – USA People with no religious affiliation were more inclined to 

cheat on taxes but only with a small difference. 

Welch et al. (1991) Administered survey 2667 – USA  Private and community religiosity have negative relationships 

with the intention to evade taxes. 

Petee et al. (1994) Administered survey 2667 – USA 

(stratified) 

The threat of informal sanctions in the religious community 

seems to be effective for inhibiting actions such as tax 

evasion. 

Torgler (2003b) World Values Survey (WVS) Canada Trust in government, citizenship and religiosity have a 

significant positive impact on tax morale. 

Welch et al. (2005) Administered survey 1885 – USA 

(stratified) 

The perceptions of tax evasion within a community have 

similar effects on the community members regardless of their 

levels of religiosity. 

Torgler (2006) World Values Survey (WVS) 30 countries There is a strong correlation between religiosity and tax 

morale particularly for Catholics, Hindus, Buddhists and 

people of another religion compared to people with no 

religion except for Muslims. 

Stack & Kposowa 

(2006) 

World Values Survey (WVS) 36 countries The higher the level of religiosity, the lower the level of tax 

fraud acceptability. Tax fraud acceptability is highly 

approved of by people with no religious affiliation. 

Feld and Torgler 

(2007) 

European Values Survey (EVS) 

& World Values Survey (WVS) 

 

East & West 

Germany 

Tax morale is higher in East Germany compared to West 

Germany. However, the levels of their tax morale converged 

strongly after their reunification. Religiosity raises tax morale 

significantly. 

Torgler & 

Schneider (2007) 

European Values Survey (EVS) 

& World Values Survey (WVS) 

Switzerland, 

Belgium & 

Spain 

Religiosity appears to have an influence on tax morale in 

Switzerland and Belgium, but not Spain 

Torgler et al. 

(2008) 

Taxpayer Opinion Survey 

(TOS) with face-to-face 

interviews in Turkey 

USA & Turkey Positive attitudes towards tax authority and tax systems, trust 

in public officials, the state and other people, and a higher 

sense of obedience and religiosity lead to higher tax morale. 

A high level of perceived corruption reduces the willingness 

to contribute. 

Richardson (2008)  The Global Competitiveness 

Report, World Competitiveness 

Year Book, Hofstede (2001), 

World Bank, WVS & World 

Development Indicators 

47 countries 

including New 

Zealand 

The higher the level of tax evasion across countries, the 

lower is the level of religiosity. A relationship between 

religiosity and tax compliance exists in New Zealand. 

Torgler (2012) World Values Survey (WVS) USA Religiosity has a strong effect on tax morale. 

McKerchar et al. 

(2013)  

Tax Return Data USA There is no strong support for the role of religiosity as an 

indicator of tax morale. 

Mohdali & Pope 

(2014) 

Survey with face-to-face 

interviews 

Malaysia There is a weak but significant relationship with religiosity 

and tax compliance which is attributable to intrapersonal 

religious commitment. 

Benk et al. (2015) Questionnaire Survey Turkey Only intrapersonal religiosity has a positive influence on 

voluntary and enforced tax compliance 

Eiya et al. (2016) Cross-sectional survey Nigeria The interaction of religiosity and education had a significant 

influence on tax compliance 

Mohdali et al. 

(2017) 

Self-Administered Survey Turkey & 

Malaysia 

Religiosity can have a significant influence on tax 

compliance attitudes although some circumstances such as 

enforced tax compliance make that relationship insignificant. 
Source: Adapted and updated from Mohdali (2013) 
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There are multiple issues with the trends in current research including the use of similar 

secondary data obtained through large surveys. The most substantial survey (and therefore 

religiosity measurement) employed within this research field is the World Values Survey 

(WVS). This survey is designed to cover billions of people through the use of standardised 

questions involving social, cultural and political changes. These changes extend to exploring 

data within religion, politics and economics. Religion was measured through characteristics 

including religious beliefs, religious practices, religious attendance, religious affiliation and 

perceived religiosity. Seeing this wide-ranging survey as a valuable piece of information, many 

authors including Torgler (2003c, 2006, 2012) have used this as the basis of research in 

establishing the relationship between religiosity and tax morale.  

 

Despite their wide usage, there are weaknesses in the use of the WVS with some suggesting it 

can misrepresent the reliability of participants (Mohdali, 2013). This stems from social 

desirability bias in that individuals will answer religious questions positively as religion is 

publicly perceived as good (Regnerus & Uecker, 2007), e.g. over-reporting of statistics 

including religious affiliation and religious attendance (Hadaway, Marler & Chaves, 1993). 

The use of WVS surveys as a secondary data resource could also result in misunderstandings 

surrounding interpretation as these questions were not asked primarily by the researchers. 

 

Others have criticised the WVS for its simplicity in measurement and design. Many religions 

are assumed to be similar, e.g. the measurement of church attendance within Islamic religions. 

Muslims are required to pray five times a day at a clean location (BBC, 2009) while Christians 

are required to attend a church service each week. A lack of similarities between these religions 

has resulted in difficulties with comparisons of measurement. These difficulties in comparisons 

can also extend to cultural issues (Mohdali, 2013). The simplicity of measures due to the usage 

of multiple countries has resulted in assumptions that countries are culturally homogenous 

(Silver & Dowley, 2000). This allows different interpretations of cultural and religious 

differences using WVS information.  

 

Many studies were conducted in countries that have high percentages of religious affiliation. 

There are few studies within countries that do not have high affiliation statistics (e.g. New 

Zealand). Table 3.2 highlights this disparity and shows that New Zealand is part of a research 

gap in this perspective. 
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Table 3.3: Religious Affiliation in countries discussed in Table 3.2 

Country Religious Statistics 

United States 
Protestant (51.3%), Roman Catholic (23.9%), Mormon (1.7%), Other Christian (1.6%), Jewish 

(1.7%), Buddhist (0.7%), Muslim (0.6%) Other Religion (2.5%), No religion (16.1%) 

Turkey Muslim (99.8%), Other (0.2%), No religion (0.0%) 

Malaysia 
Muslim (60.4%), Buddhist (19.2%), Christian (9.1%), Hindu (6.3%), Traditional Chinese 

(2.6%), Other religion (1.5), No religion (0.8%) 

Nigeria Muslim (50%), Christian (40%), Indigenous beliefs (10%), No religion (0.0%) 

United 

Kingdom 
Christian (71.6%), Muslim (2.7%), Hindu (1%), Other (1.6%), No religion (23.1%) 

New Zealand 

Anglican (13.8%), Roman Catholic (12.6%), Presbyterian (10%), Other Christian (4.6%), 

Methodist (3%), Pentecostal (2%), Baptist (1.4%), Other Christian (3.8%), Maori Christian 

(1.6%), Hindu (1.6%), Buddhist 1.3%, Other religions (2.2%), No religion (42.1%) 
Source: Author using information from NationMaster (2018) 

 

There are grounds for further research with a New Zealand context. Since Richardson’s (2008) 

study which established a relationship between religiosity and tax compliance in New Zealand, 

there has been no study conducted specifically in New Zealand. This area has been dominated 

by a positivist methodology involving the establishment of a relationship through surveys 

rather than through an interpretivist understanding into why individuals behave in such a way. 

This creates a research gap to answer why this religiosity-tax compliance relationship may 

exist. Factors other than religiosity that affect tax morale have been highlighted including 

government perception, interaction with the IRD, social norms, personal moral beliefs, civic 

duty and cultural influences. These will be discussed in turn. 

  

3.2.2 Government Perception 

 

In order to explain tax morale, research has defined the interaction between taxpayers and 

governments as a psychological tax contract (Feld & Frey, 2007). This contract highlights the 

importance and influence of trust with the government and tax authorities. It is this trust in 

government that increases voluntary tax compliance (Murphy, 2004). This trust can be earned 

through the fulfilment of promised policy (Wallschutzky, 1984), a fair political process (Feld 

& Frey, 2007) and/or through a perceived equitable relationship between tax rates and public 

services provided (Alm et al., 1992b).  
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Research within this field has been consistent in highlighting the importance of trust in the 

government on tax compliance rates (McKerchar et al., 2013). A cross-cultural study by Frey 

and Torgler (2007) highlighted that taxpayers in countries with democratic rights are more 

likely to be compliant while those countries with internal struggles are less likely (Torgler, 

2005).  

 

3.2.3 Interaction with the IRD 

 

Along with government perception, the relationship between the taxpayer and the tax authority 

is part of a psychological tax contract that influences tax morale (Feld & Frey, 2007). This 

means that a taxpayer’s willingness to comply with a tax authority is dependent upon the trust 

built due to previous experiences (Gangl, Hofmann, & Kirchler, 2012) and if the tax authority 

is perceived to be unfair or untrustworthy, taxpayers are more likely to evade tax (Feld & Frey, 

2002b). Therefore, any tax authority needs to consider its approach carefully in order to 

enhance tax compliance. 

 

This psychological contract reinforces the shift in taxation research from the economic 

approach to the social/fiscal psychological approach in that understanding taxpayer behaviour 

may be more beneficial than audits or fines. A study by Blumenthal, Christian, Slemrod and 

Smith (2001) detailed the importance of wording when communicating with the taxpayer. Tax 

compliance increased with a positive letter which highlighted the social contributions of paying 

tax, while tax compliance decreased with a negatively-toned letter which highlighted the 

severity of punishment caused by evading tax. Another study by Feld and Frey (2007) 

concluded that a tax officer’s attitude and approachability during communication has an 

influence on trustworthiness and tax compliance. As the psychological contract is built upon 

trust, if the tax authority is perceived to be unfair or untrustworthy, taxpayers are more likely 

to evade tax (Feld & Frey, 2002b). Overall due to the importance of trust, strong 

communication, helpful employees and strong information exchange services between the tax 

authority and the taxpayer may be the key to promoting tax compliance. 
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3.2.4 Social Norms 

 

Social interaction has been a developing concept since Allingham and Sandmo (1972) specified 

its importance. Social norms have been defined as a pattern of behaviour that is judged in a 

similar way by others and that therefore is sustained in part by social approval or disapproval 

(Elster, 1989). Therefore, a taxpayer may observe and internalise values from their surrounding 

society (Mohdali, 2013). The biggest challenge in this area is the lack of definition between 

personal and social norms. Reciprocity theory is the underlying theme throughout most social 

norms research where positive surroundings will lead to positive tax compliance while negative 

surroundings will lead to negative tax compliance (Fehr & Falk, 2002). 

 

Many researchers have cited peer influence as a significant social norm with those who identify 

within certain social groups (such as Australian) more willing to comply with tax (Wenzel, 

2004). Social norms can extend beyond tax compliance into governmental decisions and 

policies (Alm, McClelland, & Schulze, 1999), thus highlighting the interlinking process of the 

tax morale model. This interlinking is reiterated by Alm, Bloomquist and McKee (2017) who 

subjected their participants to a computer-based experiment with tax compliance scenarios 

while informing participants of their neighbour’s decisions. The result was that a multi-faceted 

policy approach with the release of public information was critical in encouraging positive 

social influences and tax compliance. 

 

Social norms have been linked to religion through interpersonal religious commitment which 

is defined by the involvement of an individual with a religious organisation (Worthington et 

al., 2003). This means that some taxpayers perceive their social group as a group associated 

with their religious organisation and it is this group that will have an impact on their decision-

making. Overall, individuals are highly influenced by information about how others meet their 

tax obligations (Torgler, 2004). Therefore, in order for social norms to be influential on positive 

tax compliance, the right values within society need to be established. 

 

3.2.5 Personal Moral Beliefs 

 

Some have argued that the most influential factor in determining tax compliance stems from 

the consolidation of a taxpayer’s personal values with the values in their society (Bobek, 
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Roberts, & Sweeney, 2007). Personal moral beliefs within a taxation context have been defined 

as the rules that have been created by yourself outside of social norms (Wenzel, 2004). The 

result of this is that a person’s tax ethic heavily relates to personality factors such as personal 

values (Kirchler, 2007). Schwartz and Orleans (1967) drew the foundations of this topic with 

an experimental study that concluded that a taxpayer’s conscience can lead to increased tax 

compliance. Research has consequently detailed that personal honesty (Porcano, 1988), 

feelings of guilt (Grasmick & Bursik, 1990) and ethical beliefs (Reckers et al., 1994) are related 

to tax compliance (Wenzel, 2004). A weakness within this area is that although there are many 

studies that examine personal moral beliefs and its effects, few studies examine the genesis of 

personal norms (Feld & Frey, 2007).  

 

Many have argued that personal norms are influenced through social learning and personal 

experiences, thus resulting in an entwinement of personal and social norms that cannot be 

separated (Agbi, 2014). Others have argued that personality factors can be described by the 

‘big five’ dimensions (McCrae & Costa, 1990) also referred to as behaviour predictors. 

Zinowsky (2016) describe these traits as; 

 

 Openness: People who like to learn new things and experiences.  

 Conscientiousness: People who have good impulse control and goal-directed 

behaviour. 

 Extraversion: People who obtain energy through social interaction.  

 Agreeableness: These people have friendly characteristics such as kindness, affection 

and trust.  

 Neuroticism: These people have negative emotions including sadness and moodiness.  

 

From a tax compliance perspective, those who are of agreeableness and conscientiousness in 

nature would be less likely to evade tax (Zinowsky, 2016). Overall, the role of personal norms 

in taxation is developing and needs to be further explored (Jimenez & Iyer, 2016) 

 

3.2.6 Civic Duty 

 

Civic duty describes that people are motivated by a concern for the wider state or country 

(Orviska & Hudson, 2002). In a taxation context, civic duty (also referred to as social 
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responsibility in some articles) is the concept that a failure to pay an appropriate amount of 

taxes can violate the principles of civic/social responsibility (Cialdini, 1989). Research began 

with Schwartz and Orleans (1967) who concluded that those who felt the social responsibility 

of being in a community were likely to comply with taxes. Strümpel (1969) reinforces the role 

of civic duty by concluding that strong enforcement techniques can alienate taxpayers into not 

voluntarily complying due to feelings of unfair treatment. Subsequent authors (Etzioni, 1988; 

Fukuyama, 1995; Kirchler, Hoelzl, & Wahl, 2008; Putnam, Leonardi, & Nanetti, 1993; 

Slemrod, 1998; Wilson, 1993) have all concluded that moral obligations and trust in society 

shape a person’s civic duty and therefore their relationship between citizens and the state in a 

positive way. 

 

Modern research has expanded into exploring the role of civic duty on tax advisors (Shafer & 

Simmons, 2008). Research has also found that civic duty (or lack of it) could negatively 

influence tax compliance. Frey (1997) and Feld and Frey (2010) found that when government 

policies are found to be unfair, a lack of civic duty can emerge resulting in a decrease in tax 

compliance. Isbell (2017) found that civic duty had a direct impact on African people 

complying with taxes even though they felt a lack of trust in their tax department. These 

findings also translate into a New Zealand context where Saad (2012) found that perceived 

unfairness of society can decrease a taxpayer’s civic duty leading to a reduction in tax 

compliance.  

 

3.2.7 Cultural Influences 

 

Cultural influences in relation to tax compliance have been developing since Hofstede (1980, 

p.25) who defined culture as “the collective programming of the mind which distinguishes the 

members of one group of society from another.” Hofstede (1984) further defined culture in 

various pieces of research into various sub-definitions;  

 

 Power Distance: Relationship between the taxpayer and authorities. 

 Individualism/Collectivism: The degree of emphasis the individual places between 

them and the group they belong to. 

 Uncertainty Avoidance: Taxpayer’s reaction to unknown situations. 
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 Masculinity/Femininity: The extent to which a society stresses achievement or 

nurturing. 

 

Subsequent research by Hofstede has developed two further sub-definitions; 

 

 Long/Short Term Orientation: The choice of focus for an individual’s efforts. This 

is between past or future events (Hofstede, 1991; Hofstede & Bond, 1988). 

 Indulgence/Restraint: The choice that an individual makes related to enjoying life. 

This is between gratification and control of basic human desires (Hofstede, 2011; 

Hofstede, Hofstede & Minkov, 2010). 

 

All of these values have had an influence on tax compliance decisions in multiple cross-country 

analyses (Tsakumis, Curatola, & Porcano, 2007). In particular, countries with low 

individualism and masculinity and with high uncertainty avoidance and power distance have 

greater issues with tax compliance (Tsakumis et al., 2007). These definitions have subsequently 

been criticised due to their implication that each nation has its own singular culture 

(Baskerville, 2003; Gernon & Wallace, 1995; Kohn, 1987); however, they remain common 

definitions in the tax compliance field. Regardless, most research in this field has indicated a 

significant relationship between culture and tax compliance.  

 

Alm and Torgler (2006) conducted a cross-cultural analysis of over sixteen countries including 

Switzerland and Austria. They concluded that culture is significant with differences in tax 

morale attitudes between countries. Richardson (2005) conducted a study between students in 

Australia and Hong Kong to find that tax compliance differences were caused by variances in 

cultural values. Halla (2012) conducted a survey to compare US-born taxpayers with US 

citizens who arrived from foreign countries. A difference was discovered in the compliance 

nature of the two groups with those who are American-born having higher tax morale. Others 

have criticised the use of culture in research, arguing that the difference in tax compliance 

behaviour can be attributed to social norms (Alm et al., 1995). Overall, research in this field is 

in its infancy and is still continuing to develop. 
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3.3 Threat of Punishment 

 

As discussed in Chapter 2, despite the move in research towards non-economic factors, most 

governments still focus on tax audits, penalties and tax rates to discourage tax evasion. This is 

due to the idea that the threat of punishment is the most effective way to get a majority of 

society to comply (Evans & Tran-Nam, 2014). Despite the positive relationship between 

auditing and tax compliance, the strength of the influence lies in the characteristics surrounding 

the group of taxpayers (Fischer et al., 1992). Using this theory, many governments have 

designed proposals or legislation with a wide-ranging variety to target vulnerable industries for 

tax evasion. In 2005, New Zealand specifically proposed a tax amnesty on vulnerable 

industries; however, this was not brought into power (Sawyer, 2006). 

 

The threat of punishment has a limited impact on those who already have the strong disposition 

to comply; however this willingness to comply diminishes when people are threatened for a 

tax crime that they had no intention of committing (Mohdali, 2013). Therefore, governments 

need to be careful about how they treat the public and to prevent false accusations. Recent 

research has recommended that tax regulators can nurture compliance by using a combination 

of regulating formal law with an understanding of feeling and emotion (Murphy, 2008). This 

is combining both the economic deterrence approach with the social psychological approach 

to create the fiscal psychological approach. 

  

3.4 Tax Compliance Studies within New Zealand 

 

Due to the fact that international comparisons of tax compliance issues are difficult to make 

(Evans & Tran-Nam, 2014), an analysis of tax compliance within a New Zealand context is 

required. Tax compliance studies in a New Zealand context have been limited due to New 

Zealand’s size and the infancy of the topic. 

 

The focus of research on tax compliance is on small-medium enterprises (SMEs) as larger 

organisations do not face the same compliance burdens as smaller organisations. New Zealand 

also has a PAYE tax system for individuals which deducts income at source on salary or wages. 
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The rest of this section discusses notable topics that have arisen from research which heavily 

correlate with international literature. 

 

3.4.1 Tax Morale 

 

Within most New Zealand studies, tax morale is not specifically mentioned; however the 

concept of tax morale has been mentioned. Smart (2012) recognises that tax morale is more 

important for tax compliance than legal sanctions as beliefs and attitudes are good predictors 

of human behaviour. Hamid (2013) agreed by stating that attitudes towards the intention to 

comply with tax laws are the most influential factor. Overall, tax compliance is made up of 

multiple variables (including tax morale) making it difficult to truly solve the tax compliance 

issue (Wu, 2012). 

 

3.4.2 Interaction with the IRD 

 

The New Zealand government is dedicated to regulatory simplification concerning tax 

compliance (Evans & Tran-Nam, 2014). It can be argued that the simplified one-size-fits-all 

approach can have a deterrent effect which leads to complexities in the system (Ma, 2015). 

These complexities have resulted in substantial costs to the point where business expansion is 

impossible (Alexander, Bell, & Knowles, 2005). Improvements could be made to increase tax 

compliance with Rillstone (2015) suggesting that a reward system with an amnesty can be 

implemented to the tax structure; however, no other studies have been conducted to substantiate 

this conclusion. 

 

The most common theme throughout this topic is the reliance on clear communication 

channels. Not only does this change the public perception of the IRD, but it also allows 

taxpayers to increase their knowledge of tax regulations. Gupta and Sawyer (2015) detail that 

eligibility rules and business concessions are not well understood by businesses. The 

improvement in communication can also extend into providing specific concept definitions as 

well as specifying the consequences of tax evasion (McLisky, 2011). All communication needs 

to be handled with ethical sensitivity as studies highlight this as an important factor in 

improving a tax agent’s compliance (Hamid, 2013). 
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3.4.3 Social Influences and Cultural Influences 

 

As New Zealand is a culturally diverse nation, studies have been conducted using different 

ethnic groups and different social groups. Mataira and Prescott (2010) found that Pacific Island 

communities have difficulties complying with tax as these cultures rely on oral arrangements 

rather than bookkeeping. Yong (2011) agreed with this study by emphasising that cultures that 

focus on numbers and business ethics (e.g. Asian communities) tend to be stronger in tax 

compliance. This is reinforced by Yong and Martin (2017) who researched the impact of social 

capital and highlighted different abilities and attitudes to comply with taxes between different 

cultural communities in New Zealand (i.e. Pacific Island and Asian communities). Within these 

communities, there is a nexus where businesses need to adapt their cultural values to New 

Zealand tax requirements, while the IRD needs to be aware of different cultural values. Some 

research has shown that social norms are important in tax compliance behaviour and can be 

more effective than legal sanctions in encouraging tax compliance (Smart, 2012).  

 

3.4.4 Threat of Punishment 

 

New Zealand studies concerning the threat of punishment have been consistent with 

international literature. Gemmell and Ratto (2017) conducted an experiment using 1000 New 

Zealand taxpayers to examine their intentions to comply with tax. They concluded that 

differences in penalty information that taxpayers receive and reductions in penalty rates have 

an influence on compliance. Other studies have argued that attitudes toward legal sanctions 

and punishments are inconclusive (Smart, 2012). Despite some uncertainty with the threat of 

punishment, recent research shows that individual behaviour characteristics are also influential 

on decisions. 

 

3.4.5 Tax Compliance Costs 

 

A general consensus of studies shows that New Zealand tax compliance costs are low compared 

with other countries although it is the main issue for businesses to deal with (Alexander et al., 

2005). Gupta and Sawyer (2015) conclude that tax compliance costs are regressive to the size 

of the business while Evans and Tran-Nam (2014) also highlight that New Zealand has 

complicated legislation concerning multi-national firms. Tan (1997) suggests that firms have 
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the ability to cope with, on average, two filing requirements a month without issues, with 

Goods and Services Tax (GST) and deductions taking the most time. The hiring of professional 

accountants and the use of computerised systems can help reduce the costs associated with tax 

compliance; however many small firms may not be able to afford them (Tan, 1997).  

 

3.4.6 Demographic Variables 

 

Much tax compliance research follows a qualitative methodology with many examples of 

interviews and legislative data collection. This could be attributed to the shift in focus towards 

why taxpayers are complying. Most demographic analyses in New Zealand have assessed the 

likelihood of tax evasion rather than the likelihood of tax compliance. Gupta (2009) conducted 

an analysis of 315 respondents within the Auckland region. They concluded that for tax evasion 

to be reduced, the IRD should provide more support for taxpayers who are self-employed, 

rurally-located, tax professionals, those whose first language is English, those with a low level 

of education, and men. Birch, Peters & Sawyer (2003) suggest that within tax compliance 

literature the variables of age, gender, ethnicity, education level, income level, occupation 

status, work experience and tax return experience need to be examined. Overall, caution needs 

to be exercised when factoring many variables into tax compliance research as it can be unclear 

as to the influence of each variable (Richardson & Sawyer, 2001). 

 

3.5 The Inland Revenue Department’s Position on 

Tax Compliance and Religion 

 

3.5.1 Current Tax Compliance Model 

 

The current IRD tax compliance model (Figure 3.3) recognises the need to have the customer 

at the centre and that characteristics surrounding that individual are influential. These 

characteristics comprise of the behaviour, principles and activity wheels (Inland Revenue 

Department, 2015). The behaviour wheel contains the factors that form a customer’s behaviour 

including;  
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 Capability: How the customers can meet their tax obligation through personal 

knowledge and access to tools.  

 Motivation: The factors that influence their willingness to comply. This thesis 

proposes that religiosity would influence a taxpayer through their motivations. 

 Opportunity: The ease of compliance.  

 

The principles wheel refers to the principles that guide how the IRD works with customers to 

build compliance (Inland Revenue Department, 2013). These include; 

 Building compliance from the beginning 

 Making it easy to comply and difficult not to  

 Providing certainty 

 Understanding and involving customers and stakeholders  

 Influence norms  

 

Using this information, the IRD can apply different principles depending on the customer. It 

is here that the IRD can understand the influences of religiosity through the influence of norms.  

Lastly, in the activity wheel, the IRD has a role to help people comply with tax. This can be 

done through the use of different activities – education, design, legislation, collaboration, 

analysis, service and enforcement. 

 

Figure 3.3: IRD’s Current Tax Compliance Model 

 

Source: Inland Revenue Department (2015) 
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3.5.2 Fairness of the System/Charities Exemption 

 

3.5.2.1 Tax Treatment 

 

Within New Zealand, the only capacity in which the IRD acknowledges religion is with the tax 

treatment of registered charities. A religious organisation may be able to register as a charitable 

organisation under the provision that the organisation has been established to advance religion 

under the Charities Act 2005. All registered charities may be entitled to an income tax 

exemption and individuals who make a donation of $5 or greater to an approved charitable 

organisation can claim up to one-third of the donation back against income tax. Public pressure 

against this legislation has led to a petition being launched to Parliament in March 2018 

resulting in a review of the Charities Act 2005 (CathNews New Zealand, 2018). The tax 

exemptions in New Zealand are not due to the religions themselves, but rather their Charitable 

Registration status. 

 

3.5.2.2 Customer Treatment 

 

Within the last 17 IRD annual reports, the IRD has not mentioned any aspect surrounding 

customer treatment and religious association. Since 2011, there have been prominent 

discussions surrounding the IRD and culture stemming from the establishment of the Diversity 

Governance Group in 2009 (Inland Revenue Department, 2011). In the 2017 Annual Report, 

the IRD states that they hope to integrate diversity and inclusion focus into their culture and 

delivery of services with the aim of improving tax compliance. (Inland Revenue Department, 

2017). This could include religion as a focus. 

 

3.6 Chapter Summary 

 

Tax compliance is a complicated issue which remains unsolved to this day. Under the fiscal 

psychological approach discussed in Chapter 2 tax morale is seen as an influence on tax 

compliance. Although there are many variables that can have an influence on tax compliance, 

for the purpose of this study variables have been limited to government perception, IRD 

interaction, social norms, personal norms and religion. Research has remained inconsistent as 
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to the strength of each variable and its influence on tax compliance. A failure to separate 

personal norms and religious norms has also been a great weakness in this research area to date. 

 

Although many of these concepts have had substantial development over many decades, the 

effect of religiosity on tax compliance has not been considered influential until recently. As a 

result, research into religiosity is still in its infancy. Weaknesses within this research topic 

include reliance upon the World Values Survey and the lack of a suitable measurement variable 

for religiosity. Although there are confusions within definitions, there is a substantial amount 

of research suggesting a positive relationship between religiosity and tax compliance. Most 

research has used a sample within a country which has a religious affiliated population over 70 

per cent, thus creating a research gap in those countries with a low religious affiliation where 

it has not been measured. As New Zealand is a country with a large ‘non-religious’ population, 

this is an ideal country to fulfil that research gap. 

 

Tax compliance studies in a New Zealand context were then examined. Although the 

understanding of tax compliance is extensive, information within a New Zealand context is 

low. Despite this, there is enough information to conclude that the most researched area is tax 

compliance costs. Research shows that they are small compared with other countries but 

regressive in nature. From there, an investigation into the tax structure has shown that the IRD 

provides tax exemptions for religious organisations and donations to charitable organisations 

in an equitable manner. Using the information obtained from the previous chapters, the research 

design and methodology chosen for this study is explained in the next chapter. 
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Chapter 4: 

Research Methodology, Questions 

and Design 

 

4.1 Introduction 

 

This chapter explains the research question and summarises the methods employed to answer 

these questions. As the purpose of the thesis lies in understanding a range of perspectives, semi-

structured interviews will be the information collection method. Details of the interviews and 

interviewees are shown in this chapter along with consideration of the researcher’s ontological 

and epistemological perspective. As the purpose of this research is to understand perspectives, 

an interpretivist approach will be used. To conclude, the theoretical framework is discussed to 

help in the clarification of results.  

 

4.2 Research Questions 

 

As discussed in Chapter 1, the purpose of this thesis in adapted from Torgler (2003d, p.3): 

  

To analyse people’s thoughts of religiosity as a potential factor that affects tax morale, which 

we define as the intrinsic motivation to pay taxes, within a New Zealand context 

 

Combining the research gaps in the literature review with the above purpose, this thesis 

addresses the following research questions: 

 

RQ 1: What is the public perception of the relationship between religiosity and tax compliance? 

RQ 2: How strongly does religiosity impact on tax compliance compared with other variable(s) 

influencing tax compliance? 

RQ 3: Which parts of religiosity influence components of tax compliance? 

RQ 4: Is the association between religiosity and tax compliance beyond personal morale? 
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RQ 5: What do religious people perceive to be the appropriate variable(s) to measure 

religiosity? 

 

4.3 Research Methodology 

 

4.3.1 Ontology and Epistemology 

 

To achieve the person-oriented purpose of this thesis, an interpretivist approach has been 

chosen. Bryman and Bell (2015) describe this approach as the belief that there are differences 

between people and objects in natural and social science. As a result, a positivist approach 

which is underlined by the assumption that the observer is independent of reality (Chua, 1986) 

is not appropriate. Rather, this author sees social reality as emergent, subjectively created and 

objectified through human reaction (Chua, 1986). The underlying ontological perspective that 

drives this research is realism. This is the idea that there is one reality with different 

understandings or interpretations for the interviewer to learn about (McKerchar, 2010). This 

approach is appropriate for understanding people’s interpretations of a research topic. 

Therefore, using interviews under a realist-interpretivist paradigm will provide the insights 

required to fill the gap in religiosity research. 

 

4.4 Method 

 

4.4.1 Qualitative Research 

 

Since the research questions require an assessment of people’s thoughts and understandings, a 

qualitative research approach is appropriate. Qualitative research allows for the recognition of 

a difference between people and objects of natural sciences by using words rather than numbers 

(Bryman & Bell, 2015). This allows for trends to be recognised and questions to be answered 

in a social world that is viewed through the eyes of the interviewees. Given that the focus of 

this thesis is opinions and thoughts rather than generalised trends, quantitative research would 

not enhance the usefulness of the information gathered. 
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4.4.2 Interviews 

 

The method of data collection involved carrying out interviews with accountants, 

small/medium business owners and religious leaders. Kvale (1983, p.174) defines the 

qualitative research interview as “an interview, whose purpose is to gather descriptions of the 

life-world of the interviewee with respect to interpretation of the meaning of the described 

phenomena.” Therefore, in order to obtain people’s perceptions, meanings and definitions of 

situations as well as constructions of reality an interview is a powerful method to use (Punch, 

2005).  

 

Since the purpose of this research is to explore people’s thoughts on their own social constructs 

in the light of previous research findings, a semi-structured interview would be most beneficial 

(Qu & Dumay, 2011). Semi-structured interviews have been defined as a method where the 

interviewer has an interview guide but is able to vary the form of questions in a way that 

explores emerging thoughts and ideas (Bryman & Bell, 2015). As shown in Figure 4.1, a semi-

structured interview is more flexible than a structured interview and allows room to understand 

the emerging themes through additional questioning. A semi-structured interview approach 

allows for the development of critical insights to understand social and linguistic complexities, 

which should not be seen as a source of interviewer bias but rather as something that needs to 

be examined (Alvesson, 2003). 

 

Figure 4.1: Research Design Outline 

 

Source: Adapted from Minichiello, Aroni, Timewell and Alexander (1990, p.98) 
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Face-to-face interviews were chosen as the method of research as they result in the most direct, 

research-focused interaction between researcher and participant (Kazmer & Xie, 2008). For the 

purposes of this thesis, face-to-face interviews have been defined as an asynchronous 

communication method where the interviewer directly communicates with participants with 

guidance from a prepared questionnaire (Spinter Research, 2018). As a result of direct 

communication, face-to-face interviews can be cathartic leading to more honest results, 

particularly with sensitive topics (Elmir, Schmied, Jackson, & Wilkes, 2011). Tax compliance, 

culture and religion can be considered sensitive issues for participants (Mohdali, 2013). 

Therefore, a respectful, unbiased and understanding approach needs to be provided by the 

researcher in order to obtain truthful results. This understanding was achieved by researching 

a participant’s religion and/or business prior to the interview to prevent any misunderstandings. 

No personal opinions were given by the researcher during the interview process, rather 

affirmative cues (nodding and indicating understanding) were used. Human Ethics approval 

was granted on 10 April 2018 (Appendix 1). 

 

4.4.3 Interviewees and Selection Criteria 

 

A mixture of generic purposive sampling and snowball sampling has been used. Purposive 

sampling is a non-representative sample where it is constructed for a significant need or 

purpose (UC Davis, n.d). In this case, the specific focus is the religious community of New 

Zealand rather than the New Zealand population as a whole. Within that religious community, 

small/medium business owners, accountants and religious leaders were interviewed, as these 

are the people who would be able to answer the research questions. Further participants were 

recruited through snowball sampling which is a way in which participants are asked to suggest 

a person who may be appropriate for this study (UC Davis, n.d). Theoretical saturation occurred 

at 20 interviews. Theoretical saturation meant that no new data or trends are likely to emerge 

from additional interviews (Guest, Bunce, & Johnson, 2006). 

 

Small/medium business owners/managers were selected as they face tax compliance decisions. 

Due to New Zealand’s source deduction (PAYE) system, salary/wage earners do not have any 

choice over their tax compliance decisions, thus making business owners/managers optimal to 

interview. Estimates show that 97 per cent of businesses in New Zealand are small businesses 

(Ministry of Business Innovation & Employment, 2014). Large businesses also do not face the 
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same financial constraints as their smaller counterparts, hence the limitation to small/medium 

businesses. Many businesses use accountants to accurately meet their business obligations, 

therefore accountants were considered for their potentially different opinions and industry 

experience. Lastly, religious leaders were also considered as these are the individuals who have 

the right and experience to teach their followers within the realms of their religion. Essentially, 

they are representing their congregation. 

 

In order to interview accountants, small/medium business owners/managers and religious 

leaders, definitions must be considered. Multiple academic studies have contrasting definitions 

as to what an accountant, small/medium business owner/manager and a religious leader 

actually are. For the purpose of this thesis, an accountant is a qualified person who is trained 

in bookkeeping and in preparation, auditing and analysis of accounts (Business Dictionary, 

2018). A small/medium business owner/manager is defined as an individual who either owns 

or is in charge of the tax compliance decisions of a business that employs less than 20 people 

(Ministry of Economic Development, 2011). A religious leader is defined as an individual who 

is recognised by a religious body as having some authority within that body (Your Dictionary, 

2018). 

 

For the purposes of this thesis, religious small/medium business owners/managers, religious 

leaders and accountants were considered to be part of the same homogenous group (Patton, 

2002; ThoughtCo, 2018). This is due to the similar critical knowledge similarities to the 

research questions (McCracken, 1988), mainly arising from religious beliefs. Religious leaders 

and religious small/medium business owners/managers were able to discuss their thoughts on 

the topic through their beliefs and experiences as a result of religion. Although some of the 

accountants themselves were not religious, they were able to give an outside opinion on the 

topic from their perceptions resulting in an overlapping of knowledge. As a result, all three 

categories were given the same research questions and compliance scenarios.  

 

4.4.4 Interview Design 

 

In keeping with the semi-structured nature of the interviews, open-ended questions, which 

included the use of seven tax compliance scenarios, were prepared (Appendix 2). These 

questions ensured that all research questions were addressed; however, the nature of semi-
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structured interviews allowed for deviations as to what the participant considered applicable. 

The compliance scenarios were designed to help participants to relax and to encourage them to 

apply concepts discussed in the interview, to the real world. Factors considered when designing 

the questions included: 

 Social Desirability Bias 

 The design and use of compliance scenarios 

 The design and use of diagrams 

 

These are discussed in turn. 

 

4.4.4.1 Social Desirability Bias 

 

Due to a focus on religion, social desirability bias may negatively impact data gained. Social 

desirability bias has been defined as; 

 

“The tendency that research subjects choose responses they believe are more socially desirable 

or acceptable rather than responses that are reflective of their true thoughts or feelings” (Grimm, 

2010, p.2). 

 

The effect of social desirability in terms of religion is that the public perceives that people who 

are involved in religion are ‘good’ people. Because these people are perceived as ‘good’, the 

public has trouble believing that they would commit crimes.  

 

In application to this thesis, studies by Sudman and Bradburn (1983) concluded that 

questionnaires work better than interviews in order to reduce social desirability bias. Although 

interviews are not as effective as surveys and focus groups in reducing social desirability bias 

and other problematic issues, it is rare for social desirability to cause substantial issues in data 

sets (Collins, Shattell, & Thomas, 2005). Therefore it is best to reduce social desirability bias 

a much as possible through (Barriball & While, 1994): 

 Interviewer self-presentation 

 Lack of information about intent  

 Full use of interactive opportunities 

 Neutral task responses  
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Appropriate dress, etiquette and manner can help reduce the tensions between the interviewer 

and the participant (Denzin, 1989). Consequently, all interviews were conducted in a 

professional manner through being dressed in a business manner. At the beginning of the 

interview, all participants were informed of their rights and were given the opportunity to stop 

the interview at any time. All participants were also informed of the thesis topic; however, 

participants were not informed as to the intent of predictions with the study. This allowed all 

participants to give their honest opinions without the risk of being judged.  

 

4.4.4.2 Compliance Scenarios/Vignette Questions 

 

Interactive opportunities can be maximised by probing potential themes and ideas. Semi-

structured interviews allow for probing by establishing rapport and the reducing of the risk of 

socially desirable bias (Patton, 1990). These interactive opportunities help to reduce tension 

and promote conversation (Albuam, 1993).  

 

To encourage interactive opportunities, participants were given seven vignette questions 

involving tax compliance scenarios to promote conversation (Appendix 2). A vignette 

describes an event or scenario, the wording of which is experimentally controlled by the 

researcher (Lavrakas, 2008). The topics discussed included religion, cultural identity, voluntary 

experience/donations, tips and family pressures.  All participants were asked to explain the 

motivations and reasoning behind their answers to confirm understanding. 

 

4.4.4.3 Diagrams  

 

Using past research as a guide, two diagrams were designed in order to explain information 

clearly. The first diagram (Figure 4.2) explained the definitions and sub-definitions of 

religiosity using past research by Worthington et al. (2003). This was placed in a diagram as 

this definition is not common knowledge. The second diagram (Figure 4.3) outlined the 

variables surrounding tax compliance (discovered in the literature review). The use of diagrams 

can help with the flow of interviews as well as increase information retention and 

understanding (Copeland & Agosto, 2012). 
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Figure 4.2: Variables Influencing Religiosity 

 

Source: Adapted from Worthington et al. (2003) 

 

To begin, all participants were asked about their understanding of the terms ‘religiosity’ and 

‘tax compliance’. From there, the general definition and sub-definitions of religiosity 

(displayed in Figure 4.3) were explained to the participants. Participants were then asked if 

they could relate each sub-definition (such as intrapersonal religious commitment) to their own 

experiences. 
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Figure 4.3: Variables Influencing Tax Compliance 

 

Source: Author 

 

Early in the interview, participants were asked what influences made them comply with tax. 

Once answered, participants were then subsequently shown the diagram (Figure 4.3). 

Participants were then given an explanation of the diagram to ensure clarification. When an 

answer previously given matched an area of the diagram, this was explained to the participant. 

For example, if a participant stated that they complied with tax due to fear of being penalised, 

they were told their answers fell into the blue ‘Threat of Punishment’ category. Participants 

were then asked if any of these subsequent variables had any influence over their tax 

compliance decisions. The diagram was shown after initial questioning to prevent any outside 

bias towards a certain answer. However, the diagram was shown in the interview to give further 

context to the participant as well as potentially remind and educate participants on different 

influences over tax compliance. 
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4.5 Chapter Summary 

 

This chapter provided a detailed summary of the methodology used in this thesis. As this thesis 

has the aim of understanding why the relationship between religiosity and tax compliance 

exists, research shows that an appropriate approach is interpretivist. Using the research 

questions as a guideline, an interview guide was designed including questions and compliance 

scenarios. Participants were selected by a combination of purposive sampling and snowball 

sampling. The next chapter details the findings of the research.  



57 
 

Chapter 5: 

Findings of Interviews 

 

5.1 Introduction 

 

This chapter presents the findings of data arising from the face-to-face interviews. The 

interviews were analysed to reveal common themes and views.  

 

5.2 Face-to-Face Interviews 

 

5.2.1 Interviewees 

 

As discussed previously, face-to-face interviews were conducted with accountants, 

small/medium business owners and religious leaders. Listed in Table 5.1 are all the 

participants. Many of the participants were over the age of 50. Business owners tended to be 

older, managers tended to be younger. Although accountants, religious leaders and 

small/medium business owners and managers were categorised separately for analysis, many 

of these categories overlap. A variety of occupations (noted, for example, as plumber and farm 

manager) were also used to be inclusive. Although Christianity is dominant, it represents New 

Zealand religion in which Christianity dominates. Despite the domination of Christianity, other 

religions such as Islam, Hinduism and Buddhism were also included. All of these participants 

interviewed were from the Canterbury region. This was due to restrictions of the interviewer’s 

time and the fact that Canterbury census statistics show a similar trend to national census 

statistics, thus showing a reflective sample of the nation to measure from. This similar trend is 

shown in Table 5.2 which highlights religious orientations in New Zealand based on census 

data. 
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Table 5.1: Interviewees 

# Reference Occupation Gender Age Religion 

1 Accountant A 

(also an owner) 

Self-Employed 

Accountant 

Male 50-65 Not Religious 

2 Accountant B 

(also a manager) 

Accountant and 

Charity Director 

Male 40-49 Catholic 

3 Accountant C Accountant Female 40-49 Buddhist 

4 Religious Leader A Religious Worker Male 50-64 Other Christian* 

5 Religious Leader B Social Worker Male 18-24 Anglican 

6 Religious Leader C Religious Worker Male 65+ Christian – 

Japanese 

7 Religious Leader D Religious Worker Female 40-49 Christian – 

Pacific Islander 

8 Religious Leader E 

 

Religious Worker Female 50-64  Jewish 

9 Owner A Office Manager Male 18-24 Agonistic/ ** 

Presbyterian 

10 Owner B Charity Manager Male 40-49 New-Age *** 

Christian 

11 Owner C Orthodontist Female 50-64 Catholic 

12 Owner D 

(also a religious 

leader) 

Teacher and 

Property 

Manager 

Male 50-64 Anglican 

13 Owner E Plumber Male 65+ Catholic 

14 Owner F Mechanic Male 50-64 Evangelist / 

Pentecostal 

15 Owner G PBE manager Male 25-39 Muslim 

16 Owner H Store Manager Female 25-39 Hindu 

17 Owner I Self-employed 

lighting manager 

Female 25-39 Presbyterian 

18 Owner J Engineering 

consultant 

Male 50-64 Muslim 

19 Owner L Beauty Therapist 

and Student 

Female 25-39 Christian 

20 Owner M Farm Manager Female 18-24 Buddhist 

 

* For the purposes of matching census data, was classified as Other Christian. 

** Participant grew up as a Presbyterian but now classifies themselves as agnostic 

*** For the purposes of matching census data was classified as New-Age Christian 
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Table 5.2: Religious Orientation in New Zealand and Canterbury 

Religion New Zealand Canterbury Difference 

Anglican 11.79% 13.77% +1.98% 

Catholic 12.61% 11.84% -0.77% 

Presbyterian 8.47% 8.97% +0.5% 

Other Christianity 15.14% 12.24% -2.90% 

Hinduism 2.11% 0.74% -1.37% 

Buddhism 1.50% 0.92% -0.58% 

Islam 1.18% 0.57% -0.61% 

Other Religions 1.53% 0.89% -0.64% 

No Religion 41.92% 41.56% -0.36% 
Source: Statistics New Zealand (2013) 

 

After 20 interviews, theoretical saturation of information occurred where no new data was 

emerging from additional interviews (Guest et al., 2006). Therefore for the purposes of this 

research, there was no need to interview more people (Treviño, den Nieuwenboer, Kreiner, & 

Bishop, 2014). The 20 interviews conducted were beyond the 12 interviews that are 

recommended for any qualitative-based project (Guest et al., 2006). 

 

5.2.2 Data Collection Procedures 

 

The selection was conducted both randomly and through snowball sampling. Once Ethics 

Committee approval was granted, 50 people in total were randomly approached, given details 

about the interviews and asked if they were interested in participating. For small/medium 

business owners/managers, random selection was controlled by approaching random 

businesses throughout Christchurch. For accountants, the selection was controlled by searching 

‘Accountants Christchurch’ on Google. Five accounting firms were randomly selected and 

approached. For religious leaders, the selection was controlled by searching ‘religions in 

Christchurch NZ’ on Google. Eight religious organisations were randomly selected and 

approached. 

 

If a person expressed an interest in participating, their email address was obtained for contact 

and they were provided with an information sheet (Appendix 3) which included the 

researcher’s contact details. During this stage, people were asked if they knew anyone else who 

might be interested in participating (snowball sampling). If their answer was positive, they 
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were given an extra information sheet to give to the suitable participant. This gave an 

opportunity for further participants to understand the interview requirements while not giving 

me someone else’s personal details until they were interested in participating. These two 

participant selection methods were chosen as the topics of religiosity and tax compliance are 

of a sensitive nature and the personal approach would be best to ensure confidentiality. 

Snowball sampling was particularly chosen to ensure that those people being approached were 

appropriate to be interviewed. 

 

In total, 20 participants e-mailed back to explain their interest in participating. 15 were obtained 

via random selection and five via snowball sampling. This comprised of five religious leaders, 

three accountants and twelve business owners/managers. Brief information sheets containing 

the topic coverage, research questions, duration of the interview and assurance of 

confidentiality were explained in the e-mail. Dates, times and venues were set accordingly. 

Prior to the commencement of the interviews, participants were given and reminded of the 

material in the information sheet and asked to sign a consent form (Appendix 4). All 

participants agreed to be audio-recorded and they were aware of their right to withdraw at any 

stage of the process. Audio-recording is important so that all relevant data can be transcribed 

in a faster way so that all vital details are analysed. This increases the legitimacy of the data 

gathering process as it is not solely reliant upon note-taking which can be intrusive (Oltmann, 

2016). The duration of each interview was between 45 and 65 minutes. 

 

5.2.3 Data Analysis 

 

Within 24 hours of each interview, all audio-recordings were confidentially backed-up onto the 

University of Canterbury computer server. All interviews were then transcribed into a Word 

document which was also secured on the same server. Once all 20 interviews were completed 

and transcribed, all documents were analysed to identify similar and conflicting themes, 

descriptions and trends using NVivo. NVivo is a qualitative data analysis software package 

which was selected as qualitative data analysis requires a combination of understanding, 

examining and interpreting patterns and themes (Mohdali, 2013). The use of NVivo allowed 

for faster analysis of information and may have helped identify themes that would perhaps have 

been missed through physical data investigation. These themes and descriptions were 
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interpreted and compared to the prior literature to form conclusions. The conclusions were then 

applied to answering the research questions.  

 

Figure 5.1: Data Analysis Diagram in Qualitative Research 

Applied in this Thesis 

 

Source: Adapted from Creswell (2009) 

 

Verbatim quotes are used in this study as they reveal added understanding of participants’ 

thoughts, experiences and basic perceptions.  

 

5.2.3.1 Strong/Weak Definitions 

 

Part of the data analysis requires an examination into ‘strong’ and ‘weak’ variables on tax 

compliance. The strengths of different variables were assessed using the frequency and 

intensity in which participants mentioned the variable. Stronger variables were either 

mentioned more often or had a greater intensity amongst participants or a combination of both. 

 

5.3 Face-to-Face Interviews Discussion 

 

5.3.1 Tax Compliance Definition 

 

As the focus of this thesis is on examining the relationship between religiosity and tax 

compliance, participants were asked to define the terms ‘tax compliance’ and ‘religiosity’. This 

gave an opportunity to gauge the participants’ initial understanding. Most participants related 

their own tax compliance decision processes into their tax compliance definition. Over 85 per 
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cent of participants specifically mentioned abiding by tax laws as a basic aspect of tax 

compliance: 

 

Tax compliance means meeting all laws and legislation in a timely manner. (Owner E) 

 

Tax compliance requires careful consideration of the law to make sure an individual pays 

the correct amount on time. This is a difficult task due to the ever-changing nature of tax. 

(Accountant B) 

 

I believe that it is meeting the tax laws of New Zealand so that the IRD is happy. (Religious 

Leader D) 

 

Other participants noted the role of civic duty within their tax compliance decisions: 

  

Here in New Zealand, we get resources provided for us and we are in a stable country. I 

feel like paying taxes is the right way to show my appreciation for that and payment for the 

resources that I use. (Owner M) 

 

Many clients want to comply with their taxes because it is the right thing to do. They are 

just unsure of the system which is why they employ us. (Accountant C). 

 

Many participants noted that tax compliance was forced upon them due to New Zealand’s 

source deduction (PAYE) tax structure. This tax relates to salary/wage earners where a business 

deducts taxes and other costs before the taxpayer receives their income: 

 

I understand tax compliance as ensuring that you pay the right amount of tax. The PAYE 

system allows me to do that with very little effort. (Owner L) 

 

For many New Zealander’s, tax compliance is not a concept that they are familiar with as 

they don’t have a decision over it. The current PAYE system which allows deduction of 

taxes from the wages before they receive it means that taxpayers do not have any choice 

over their tax compliance. (Owner F) 

 

For most taxpayers, I feel like the definition of tax compliance is irrelevant, rather it should 

be ‘forced tax compliance’. (Owner H) 
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5.3.2 Religiosity Definition  

 

Participants held mixed views on the definition of religiosity. Some participants noted the need 

for belief in a higher power in their definition: 

 

I have always seen religiosity as a personal belief in a higher power. (Religious Leader B) 

 

I feel like religiosity involves having a personal belief in a higher power or what your 

religion teaches. (Owner F) 

 

Conversely, some participants believed that religiosity involved the understanding of religious 

beliefs: 

 

I feel like religiosity involves a deep spirituality in religion. This spirituality has an impact 

on your life. Most religions tend to promote tolerance, love, forgiveness and compassion 

for those around you. What you think, how you treat people, how happy you are. (Owner 

M) 

 

Religiosity is the concept of having a great religious belief. It is important to note that there 

are different religions that have different beliefs. These beliefs drive your religious morals 

as to what is right and what is wrong. (Owner L) 

 

Owner J felt the social aspect of religion to be the key to their understanding of religiosity: 

 

Religious communities are incredibly close. I feel like the influence of religion is so 

substantial that you cannot define religiosity without including the religious community. 

(Owner J) 

 

Cultural influences also emerged as relevant for owner H: 

 

I don’t think you can have religion without my culture. They are so intertwined that you 

cannot have one without the other. It’s a part of who I am. (Owner H) 

 

Owners A and C expressed concern that religiosity was a difficult concept to define: 
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I feel like religiosity is difficult to define and that different people will have different beliefs 

about religiosity. I believe that it is a belief in a higher power but if you ask someone else, 

they might say that it is an understanding of religion. (Owner C) 

 

I believe the main problem with the concept of religiosity is that it is difficult to define and 

measure. It is so heavily based on people’s thoughts and feelings; they are not comparable 

from person to person. (Owner A) 

 

Many of the participants noted the influence of multiple sub-issues in their understanding of 

religiosity, thus highlighting the issue of definition within this area: 

 

I feel like religiosity is not as simple as saying ‘I’m religious’ because it varies. I see it as 

having a belief in a higher power. Some may want to be involved in a social community 

while others may want to be involved in a religious community with the same culture. Even 

religiosity varies between different countries. In New Zealand, those people identifying 

with religion are decreasing dramatically while in other countries like the Pacific Islands, 

religion is still a substantial part of their culture. (Owner D) 

 

Most people believe that religion involves a personal belief that you have and to some 

degree that is true. To me, religion is much more than going to Church on Sunday and 

listening to the Pastor in front. It’s the community, the sense of belonging. It is wonderful 

sharing time with people who share the same beliefs. We grew up together; we will continue 

to grow together both physically and spiritually. (Owner I) 

 

Religiosity is a difficult concept to define and I believe it is because there is not one religion. 

Some religions involve being heavily involved in a community; some even live in a 

community together. Other religions involve a substantial cultural element. Other religions 

involve discussing your faith on a personal level. (Owner E) 
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5.3.3 The Relationship between Religiosity and Tax Compliance 

from Participants 

 

With their basic understanding of the term’s ‘religiosity’ and ‘tax compliance’ participants 

were then asked if they believed a relationship exists between them. Answers were 

overwhelmingly positive with 90 per cent indicating that they believe a relationship exists. 

Most participants felt that religiosity had an influence through many sub-issues including civic 

duty, culture, personal moral beliefs and social norms; however, there was no consensus as to 

which themes are most influential. Owners C and G felt that religiosity extends to a civic duty 

which leads to tax compliance: 

 

Religion teaches you to help those in need and to be a ‘team player’ within society. This 

could be achieved through volunteering or even just looking out for those in the community. 

I feel like for many people, they could be a team player by obeying the laws of this land, 

which includes tax compliance. If you pay your taxes, you are giving the government and 

those people who need the money and resources in order to live a better life. (Owner C) 

 

Following the law is the right thing to do as a citizen of New Zealand. Having religious 

beliefs reinforces what I believe as a person. I would say there is a relationship between 

religion and tax compliance; however that relationship is not as clear-cut as it seems, there 

are numerous other influences involved. (Owner G) 

 

Religious Leaders C and D noted the influence of culture upon religiosity which extends to tax 

compliance: 

 

I believe that there is a relationship between religiosity and tax compliance and my 

reasoning is the cultural influence, particularly within a religious community. You don’t 

want to be the black sheep. You don’t want to be the person in your community that breaks 

the law. That brings great shame upon you and your family socially. (Religious Leader C) 

 

Cultural pressures definitely have an impact. In the Pacific Islands, community religion is 

of the utmost importance. The relationships within that community are huge. Many families 

feel that they have a reputation to maintain which is to obey the law and be as upstanding 
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as you possibly can. You don’t want to be the person that is seen to be different. (Religious 

Leader D) 

 

Another common influence was the sub-issue of personal moral beliefs in life decisions: 

 

Your morality is key to religion. If you have strong religious beliefs, then you will apply 

them to your everyday life. I believe the issue arises from people’s interpretations of 

religion. A religious person may murder someone because they were a person of ill-repute. 

Is that right or is it murder? Same can happen with taxes. Take some of these foreign 

countries who have corrupt leaders. People may choose not to pay their taxes because they 

are giving money to a government who is unfair towards its citizens. Is that right? 

Therefore, I believe that religion can have an impact on people’s decisions including those 

of a taxation nature. (Owner M) 

 

I believe that there is a relationship between religiosity and tax compliance because you 

learn your moral character at Church. You then apply those lessons in everyday life, what 

you do, what you think etc. One of those decisions, particularly in a business sense is tax 

compliance. You are taught that evading tax is wrong as people suffer due to your selfish 

decision. (Owner L) 

 

The role of social norms within the relationship between religiosity and tax compliance was 

also important: 

 

Religious communities are incredibly close. I feel like the influence of religion can extend 

beyond the casual get-togethers and meetings. Particularly with social media, people know 

everything about everyone. You don’t want to be that one person who breaks the law and 

does something completely wrong. Although religion encourages you to forgive and not to 

judge, I cannot help but feel like people do anyway. (Owner I) 

 

Religion is not just going to Church on a Sunday. The part I enjoy is the social aspect of 

religion. You get to know other families who have the same faith as you. I care about those 

relationships and I go to a great effort to maintain them. As a result, I feel like the actions 

that I do in everyday life are influenced by what others may think of me. Even if it’s 

something small as in what I wear to Church. I could easily see that extending into a tax 
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compliance context. I hardly want to be the person at Church who is the known tax evader. 

(Owner F) 

 

In contrast, Accountants A and C did not believe that religiosity could extend to a tax 

compliance context based on what they have seen professionally: 

 

Religion can be influential over an individual and their morals; however, I do not believe 

those morals extend to a tax compliance context. I feel like the decision as to whether or 

not you comply is made by your own morals. Religion could be a part of that, sure but most 

of it comes from your own life and your own experiences. (Accountant A) 

 

I’m not sure if there is a relationship between religiosity and tax compliance. When I face 

any tax decision in the workplace, religiosity never comes into mind. Things like ease of 

use and having contingency accounts come to mind. (Accountant C) 

 

Accountant B and Owner C felt that religiosity should have a strong influence in its own right 

with a direct correlation rather than influencing sub-issues: 

 

I have found that the religious individuals within my community are of a strong moral fibre. 

I believe this could extend into a tax compliance context. I would seem a bit contradictory 

for people to believe one thing on Sunday and practice the complete opposite on Monday. 

(Owner C) 

 

If a religious individual truly believes what they have been taught, they are hardly going to 

avoid paying tax. That doesn’t seem right. (Accountant A) 

 

5.3.4 Participants’ Views on the Public Perception of the 

Relationship between Religiosity and Tax Compliance 

 

Another important theme that arose was that although participants felt personally that 

religiosity can have a positive effect on tax compliance, they felt that public perception of this 

relationship is different. Overwhelmingly, participants felt that the public perceive religiosity 

to have a deterrent effect on tax compliance as a result of various sub-issues including the 

fairness of the system, lack of understanding of religion, the changing nature of society and 
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IRD relationships. However, there was no consensus as to which sub-issue was the most 

prominent. These are discussed in turn. 

 

5.3.4.1 Fairness of the System/Charities Exemption 

 

The most common reason surrounding this negative perception was the perceived fairness of 

the system, particularly the tax exemption of registered charities: 

 

There is some apprehension towards religion in New Zealand as a result of the current 

charities exemption. This has allowed companies who would be normally be considered to 

be everyday businesses to avoid taxes under the mask of religion. Therefore, I believe that 

religion is no longer seen as trustworthy to the New Zealand public. If the organisations as 

a whole can avoid tax, why don’t all the individuals who share the same belief? (Owner F) 

 

I believe that the relationship between religiosity and tax compliance is seen as negative by 

the New Zealand public. I believe it is because a majority of the New Zealand public is no 

longer religious so may not understand how religion can be an influence and also because 

of the current charities exemption system. It can be seen as unfair that a religious 

organisation does not have to pay tax when others have to. The New Zealand public tend 

to think of the worst scenarios when mentioning the words ‘tax and religion’ e.g. Religious 

leaders who abuse their power and drive around in fancy cars. (Owner I) 

 

Is it fair that a religious organisation does not pay tax? Personally, I believe that it is fair 

because Churches promote the Good Word and make society better as a whole. But I can 

understand that from a non-religious perspective they do nothing for them. I think the 

mistake people make is that they assume religious individuals are similar in that they would 

do anything to avoid tax whenever they can. I do not believe that to be true at all, but I 

would not be surprised if religious charities are removed from the exemption rules due to 

public pressure. (Accountant C) 

 

Whenever you hear the words ‘religiosity’ and ‘tax’ you immediately think of negative 

things. I believe this is because the current tax system is unfair. As long as any business is 

charities registered, it’s ok for them to not pay any tax. It doesn’t matter what their charity 
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is or what businesses they run. It doesn’t exactly encourage people, both religious and non-

religious, to comply with tax. (Owner L). 

 

I believe the potential relationship between religiosity and tax compliance is strained by the 

fact that religious charities are currently exempt from paying tax. This is a great idea in 

principle; however, there are some organisations who abuse this benefit for personal gain. 

It makes you question their integrity if they are using religion for personal gain. (Owner B) 

 

5.3.4.2 IRD Relationship 

 

A negative relationship with the IRD as a result of a lack of religious understanding has been 

thought of as a reason for the negative perception of religion in a tax compliance context: 

 

The IRD does not understand how religion can influence tax compliance or everyday 

business. Last year, I overpaid my provisional income tax due to a drop in contracts in my 

business. The IRD informed me that I have an interest overpayment to collect. As a Muslim, 

I am not allowed to accept interest. I had to ask Imam what I should do as the IRD was not 

understanding in this situation. In the end, I donated everything for the greater good. The 

IRD created a stressful situation due to their lack of understanding. (Owner J) 

 

I think the IRD are trying their best to relate to people. Years ago, the IRD’s attitude was 

like ‘If you don’t pay your taxes, you are going to jail’ type scenario. Now, this has shifted, 

and they have tried to make things easier by placing everything online. They are also trying 

to understand different cultures and are trying to relate to people. I do not think that IRD’s 

understanding extends to religion. They never talk about religion or accept it. The only time 

you hear about religion is with the charity exemption. The IRD still has work to do there. 

(Accountant B) 

 

5.3.4.3 Changing Nature 

 

A changing New Zealand society with less acceptance of religion was the reasoning behind the 

negative public perception for owners A and E: 
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New Zealand is no longer the society that is heavily dominated by one religion. We are a 

multi-cultural, multi-religion-based society. I believe that the previous generation 

automatically saw religious people as good people with phrases like ‘Billy couldn’t have 

done this crime; he is a regular church-goer’. As we have become more understanding, 

knowledgeable and accepting of people, many have realised that this may no longer be the 

case. This could easily extend into a tax compliance context. (Owner A) 

 

Fifty years ago, religion was what made up the fabric of society. You were part of a close 

community of people who shared the same faith. However, as time has progressed and 

different generations and cultures have become part of New Zealand society, religion has 

taken a back seat. Now it is seen as negative to go to Church compared with the positivity 

in the past. I believe that this means that religious individuals are no longer seen as fully 

trustworthy and therefore religious individuals could commit crimes including tax evasion. 

(Owner E) 

 

5.3.4.4 Lack of Understanding 

 

Owner G felt that a lack of understanding from non-religious individuals could be to blame for 

the negative public perception: 

 

It depends if the member of the public is religious or not. I don’t expect non-religious 

individuals to understand how this relationship could work. I can see how a religious 

individual could understand how the religiosity-tax compliance relationship could work. 

But given that a lot of the New Zealand population is not religious, and this is increasing, I 

suspect that this is a concept that is going to become less understood over time. (Owner G) 

 

5.3.5 Other Factors that Promote Tax Compliance Seen as 

Important by Participants 

 

5.3.5.1 Strong Factors that Promote Tax Compliance 

 

Due to the differing occupations and levels of tax knowledge, the reasons why participants 

comply with tax varied. However, the most common and influential factors to occur amongst 
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participants are discussed below. These were considered stronger factors that promote tax 

compliance. 

 

5.3.5.1.1 Civic Duty 

 

As in tax compliance definitions, the influence of civic duty came up often: 

 

After the earthquakes, many people including the IRD came to help us with tax breaks and 

income subsidies. This made me feel like I am a part of a strong community. Now it is my 

duty to pay back that favour through paying my taxes. (Owner H) 

 

Tax evasion has been described as a ‘victimless’ crime by the media. I guess that is true in 

that no one is actually hurt but in reality, people are hurt. If the government didn’t receive 

any money, hospitals would not run, roads would not be built. I feel like paying taxes is the 

right thing to do to keep things moving. (Owner L) 

 

The greatest influence over me is the civic duty of doing the right thing. Paying taxes seems 

fair. Religion is a part of who I am, it represents a part of me. However, in a tax compliance 

context, its strength is rather low. (Owner G) 

 

Complying with tax is the right thing to do. I have no intention of breaking the law. I may 

not like paying tax, but I am in no position to evade. (Owner F) 

 

5.3.5.1.2 Source Deduction 

 

Similar to the tax compliance definition, the use of source deductions (PAYE) in New Zealand 

also arose: 

 

I think that many New Zealanders know nothing about tax. If you asked them to prepare a 

tax return, many of them would panic because they have no idea what to do. I think 

compliance is so high because there is no work involved in complying. Under PAYE, the 

money is taken away from you before you even receive it. (Accountant C) 

 



72 
 

Overseas, taxpayers have to file returns each year and panic about it. Here in New Zealand 

the PAYE system makes it easier for taxpayers to comply, although it is the businesses that 

now have the administration issues arising from this system. (Owner B) 

 

It is really easy to comply with tax in New Zealand. Everything has been paid for before I 

receive my wages. This ease of use is the main reason that I comply. (Owner A) 

 

5.3.5.1.3 Threat of Punishment 

 

In addition to source-deduction and civic duty, participants noted the threat of punishment from 

the New Zealand tax authorities as a reason to comply: 

  

Growing up, my family has taught me to be fearful of the IRD. If you mess up, they will 

come after you. This has made me quite scared in the day-to-day running of my business 

of the IRD. I go to extra lengths to make sure I haven’t made any mistakes in my tax returns. 

(Owner E) 

 

In the past due to issues in my bookkeeping skills, I have received penalties from the IRD. 

The experience was that shameful that I am fearful to put a step wrong again. (Owner J) 

 

You hear stories of those who have been punished for not complying with tax. I do not 

want to be one of those people. (Owner G) 

 

The threat of punishment is scary for me. I do think about my morals in making the decision 

to comply with tax, some of which include religious morals. We are also a charity. I believe 

that the concept of charities requires a morally appropriate approach that religion installs 

in an individual. Therefore, I could easily understand that there is a relationship between 

religion and tax compliance. (Owner B) 

 

5.3.5.1.4 Use of Accountant/Lack of Knowledge 

 

Some participants noted a lack of knowledge concerning their tax compliance decisions. 

Accountant A and Owners C and D were of this view: 
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I believe that complying with taxes is the right thing to do; however, I do not understand 

the system. I employ an accountant whom I trust to ensure my compliance which has 

worked for me for 20 years. (Owner C) 

 

My greatest influence is the use of an accountant. They are the professionals and I trust 

them to make sure I meet the law. (Owner D) 

 

Many people place great trust in us to meet their taxation needs. We have substantial 

training and experience in building rapport. This is what encourages people to use 

accountants to comply with taxes. (Accountant A) 

 

Owner B highlighted the regressive effect of compliance costs: 

 

My firm would love to use an accountant; however, we cannot afford it as we are a start-

up. Sometimes I feel like those small firms who really need accountants, cannot afford 

them. (Owner B) 

 

5.3.5.2 Weaker Factors that Promote Tax Compliance 

 

5.3.5.2.1 Social Norms 

 

The following factors were considered to be influential amongst the participants; however, they 

did not have as strong an influence as the previous factors, nor were they as commonly 

mentioned. Owners G and I considered the social norms of the New Zealand community to 

have a small influence on tax compliance decisions: 

 

New Zealand is a small nation where communities are close. I feel like this could have an 

effect on decisions like tax compliance. I do not want my neighbours pointing at me saying 

‘that’s the tax evader’. Personally, I comply with the tax system because it is the right thing 

to do; however social pressures have a small impact on what the right thing to do is. (Owner 

G). 

 

I feel that a tax compliance decision is as a result of multiple factors. One factor can be 

more powerful than others, like social norms. People will comply with taxes because 
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socially, that’s what is true. However, complying with the law may be a more powerful 

effect than being accepted by those around you. (Owner I) 

 

5.3.5.2.2 Culture 

 

Religious Leaders C and D reciprocate the influences of social communities through the role 

of culture: 

 

Japanese people have a concept of ‘reading the air’ where people base their decisions off what 

is socially appropriate. You don’t want your family to be ashamed of you. Within my church, 

this cultural significance is even closer as the social aspect of the community is even closer. 

There is pressure both culturally and socially to comply with tax as you don’t want to be seen 

as the tax evader to the people around you. (Religious Leader C) 

 

When thinking about the influence of factors on life decisions, culture needs to be thought 

about. Particularly, Pacific Island communities like ours that are close. It is culturally important 

to be supportive of your family and the community. This could translate into a taxation context 

very easily. To not comply with tax is to be seen as not supportive and a bad thing. (Religious 

Leader D) 

 

5.3.5.2.3 Religiosity 

 

Owners A and I highlighted that although religiosity has a positive influence; its strength is 

limited due to the strength of other variables: 

 

I would not say my religious beliefs/affiliations have a substantial impact, things such as 

knowledge of the tax system would make me comply. (Owner A) 

 

I hope people think of their religious beliefs before making an important decision. 

However, I do understand that this is not always the case. (Owner I) 
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5.3.6 Factors that Discourage Tax Compliance 

 

5.3.6.1 Stronger Factors that Discourage Tax Compliance 

 

5.3.6.1.1 Fairness of the Tax System 

 

Participants had stronger opinions about what makes them not comply with taxes. The greatest 

influence of non-compliance is the perceived fairness of the tax system. The reasons varied; 

however, examples include the impact of legislative changes on small business and government 

policy:  

 

There are many parts of our current system that are unfair. Take farmers who get pay-outs 

in natural disasters. Does my non-farming business get a pay-out when economic 

conditions are bad? No. (Owner B) 

 

I believe that the current tax system is unfair to us in small business. Any large changes 

(such as the new GST laws) have a substantial impact on us. We have had to hire an 

administration worker as a direct result of this. This does not make us willing to go to great 

lengths to comply with tax. (Owner A) 

 

I would be more willing to comply with taxes if I saw some advantage from the 

government. Students, nurses, families with young children have all recently seen some 

advantageous legislation. Meanwhile, what do I get? The tax break that gave me over $500 

a year is removed. It makes me feel like if you don’t fall into the categories that they want 

then you get nothing but are still expected to comply. Would I be willing to pay more for 

this? Not at all. (Owner L) 

 

5.3.6.1.2 Relationship with the IRD 

 

The relationship with the IRD was also a considerable factor for non-compliance with recent 

system changes proving to be highly problematic:  

 

Things are alright with the IRD until something unusual happens. Take the new system 

updates as an example. I have not been able to log onto my account for four days. This 
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severely damages what I think of the IRD. I do not really feel like going to the extra mile 

to pay my taxes if it is just going to be impossibly difficult. (Owner D) 

 

If you would have asked me a few months ago, I would have said that the IRD makes things 

easier by placing everything online. However recently with system updates, everything is 

now very difficult and the IRD is not being understanding. No time extensions, they don’t 

even answer their phone. This doesn’t exactly encourage me to comply with tax. 

(Accountant B) 

 

The tax department always has a public stigma. From experience, it always seems like they 

are willing to charge quickly and not listen. Take the new online system which people did 

not ask for. Sometimes the IRD needs to listen and adjust for what people want. (Owner I) 

 

5.3.6.1.3 Resource Constraints 

 

Restrictions that arose as a result of being small businesses also were an issue: 

 

At the start of the business with little knowledge of how things work it can be really easy 

to buy the wrong items or the incorrect amount. It is also difficult to budget for taxation 

purposes. Sometimes it is best to spend the little money you have maintaining a business 

rather than paying tax. Once I personally over-ordered stock as I had no idea what our sales 

would be. As a result, we were overdue on our taxes. (Owner H) 

 

I had a client who took money out of the tax provision account for a family emergency. 

However, when taxes were due, they had no money to pay. Penalties ensued, and it is an 

awful situation. Many people who don’t pay tax often want to pay tax. (Accountant C) 

 

5.3.6.1.4 Self-Employment 

 

Participants who were self-employed admitted that they think that they are less likely to comply 

than their wage-earning counterparts, mainly due to the opportunity in the system to evade or 

avoid tax:   
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The current system surrounding self-employment has numerous loopholes to avoid tax 

liability. Clients always want to claim as much as they can to reduce liability. You never 

hear of someone wanting to pay more tax. (Accountant C) 

 

Being self-employed allows you to claim expenses. Even items that shouldn’t really be 

expenses. Many people in the industry do it. (Owner M) 

 

5.3.6.2 Weaker Factors that Discourage Tax Compliance 

 

5.3.6.2.1 Government Perception 

 

Owner B highlighted the role the government plays in encouraging tax compliance: 

 

Taxation has the purpose of providing funds for the government. Government stability and 

trust is key to the system working. If I do not trust the government, there is little motivation 

to comply. Personally, I do not feel like the current New Zealand government is stable 

(Owner B) 

 

5.3.7 Influences of Religiosity 

 

5.3.7.1 Intrapersonal Religious Commitment 

 

Participants were asked what variables they considered to be influential on religiosity. After 

first giving an opinion, participants were then shown a diagram (Figure 5.2). Overwhelmingly, 

most participants cited the role of intrapersonal religious commitment having an influence on 

the religiosity-tax compliance relationship.  
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Figure 5.2: Religiosity Diagram Used in Interviews 

 

Source: Adapted from Worthington et al. (2003) 

 

Many participants recognised the role of religious beliefs in decision-making: 

 

Religious beliefs are vital to the relationship between religion and tax compliance. I don’t 

see how you can let God into your life without believing in him first. That’s not the way 

religion works. On this diagram [Figure 5.2] this is intrapersonal religious commitment. 

(Owner F) 

 

Religion is a belief; this belief is the key. The idea of tax compliance requires an individual 

to question if complying with tax is the right thing to do. I believe that your religious beliefs 

are what guide your decisions. (Religious Leader E) 

 

There are many influences on life from a religious context. Religiosity is like a house, you 

cannot be strong and stable without solid foundations. I believe that strong religious beliefs 

are the foundations of having a strong and happy life, even if this strong and happy life 

includes choosing whether or not you are complying with tax. (Owner L) 
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Although I think that other things are influential such as the community, I believe the most 

important concept is religious beliefs. You cannot be religious without having faith, you 

cannot have faith without believing. (Religious Leader D) 

 

Some participants noted the role of both religious beliefs and personal moral beliefs in 

decision-making: 

 

Religiosity is an interesting concept in that it is purely about what you believe. I choose to 

believe in God and what God wants for me; I believe I am religious. Therefore, what I 

believe is what makes religion influential. (Owner I) 

 

The key to decisions is your own beliefs. What do you believe is the right thing to do? For 

me, religion has a high impact on what is right. If my religion says that evading tax is the 

wrong thing to do, then for me it is the wrong thing to do. Looking at this diagram [Figure 

5.2] I think that means intrapersonal religious commitment. (Owner E) 

 

5.3.7.2 Intrapersonal and Interpersonal Religious Commitment 

 

Religious Leader B noted the intersection of intrapersonal and interpersonal religious 

commitment through a combination of religious beliefs and social influences:  

 

I feel like religion is a combination of religious belief and social influences within the 

church. The lessons that we teach to the congregation are then reinforced by the religious 

community around them. You have youth groups, women’s groups where discussions about 

religion are influential. (Religious Leader B) 

 

5.3.7.3 Cultural Influences 

 

Cultural influences that arose within a religious context also came up as influential as 

mentioned by Owner M and Religious Leaders A and C: 

 

I believe that intrapersonal and interpersonal religious commitment are both influential on 

the religious morals of a person. The intrapersonal is the person’s beliefs and interpersonal 

is the social aspects that reinforce the beliefs learned through intrapersonal. However, I 
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think that culture needs to be considered within this diagram. Cultural teachings impact on 

both the beliefs and the social system of an individual. (Religious Leader C) 

 

Culture needs to be considered as a part of this religion definition. From my perspective, 

you cannot define religion without culture. Thus, I do not fully believe in this diagram. 

(Owner M) 

 

Someone who is not religious seems to think that the biggest influence of tax compliance 

is the moral lessons. However, personally, I have found my culture to be very important. 

Religion is very intertwined in my culture. I think about my culture and those people within 

my culture before making morally-questionable decisions. Is this the right thing? For 

example, would Lee from my parent group think this is the right thing? (Religious Leader 

A) 

 

5.3.8 Importance of Culture within Religiosity 

 

5.3.8.1 Culture within Religiosity Understanding 

 

Citing the importance of recognising culture in New Zealand, participants were asked about 

their thoughts on culture in a religiosity context. This thesis uses Hofstede’s (1980, p.25) 

definition of culture which is “the collective programming of the mind which distinguishes the 

members of one group of society from another.” Results were strong with 90 per cent of 

participants believing that culture could have a substantial impact upon religiosity and the 

relationship between religiosity and tax compliance. Religious Leaders B and C both felt that 

culture and religion interlink leading to their importance: 

 

I feel like culture is heavily important to me. I cannot forget my heritage. It’s the same idea 

for religion, I cannot forget what I believe. Sometimes I believe the intercept of culture and 

religion is a minority and it brings communities closer together. (Religious Leader C) 

 

Religion has spent thousands of years adapting to modernising conditions and societies. 

For example, recently the Anglican Church had a vote on their opinions on homosexuality. 

Many years ago, the Church was not that progressive. The same applies from a cultural 
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perspective: Churches have accepted different cultures. Therefore, I believe that religion 

can no longer be defined without consideration of culture. (Religious Leader B) 

 

The biggest influences on my religious journey are my culture and my community. Most 

people identify culture as another country’s beliefs [e.g. Indian]; however, I believe that 

there is our own culture in New Zealand. New Zealand is accepting of different beliefs, 

religions and people. Would those people in the New Zealand community judge me for the 

choices I make? Would I feel comfortable being a citizen of New Zealand’s society for the 

choices I make? (Owner I) 

 

Owner A expressed the opinion that the involvement of many cultures in modern society needs 

to be recognised: 

 

Whenever religiosity is talked about, I think culture also needs to be considered. New 

Zealand is no longer the society that is dominated by one culture or one religion. We need 

to become accepting and understanding of all cultures. (Owner A) 

 

Owner B built on Owner A’s opinions to discuss the role of culture-blending in modern society 

as a result of multiple cultures: 

 

New Zealand is a diverse country with many cultures. I feel that because New Zealand is 

so accepting and understanding of new cultures, all of these cultures will eventually blend 

into society to become a part of New Zealand’s culture. (Owner B) 

 

Owner G felt that the mix of religion and culture in society is not fully understood and therefore 

creates issues: 

 

What people don’t understand is the concept of different cultures within one religion. In 

the Muslim community of Canterbury, we have over 20 different cultures within one entire 

religious community itself. When considering religion as an aspect of tax compliance, 

culture needs to be thought about as well. (Owner G) 

 

Religious Leader D and Owner H reinforced this within a taxation context: 
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Culture is heavily important to people. Within our church, there is a blend of culture and 

religion. Family always comes first. I have had a member of the congregation come to me 

with a situation similar to that scenario [Compliance Scenario 1] in that they have stretched 

the resources of a business in order to help the family. They complained that the IRD is not 

considerate nor understanding of their culture. (Religious Leader D) 

 

When you talk about culture, many people believe that culture is referring to a minority in 

another country, e.g. the Japanese community in New Zealand. But I believe that New 

Zealand has a culture of its own. Given the small size of New Zealand, the concept of two 

degrees of separation is true. I believe that the IRD needs to consider an understanding of 

culture as a method of improving tax compliance. (Owner H) 

 

Finally, other participants have been able to use their own experiences with culture to justify 

its importance: 

 

I would consider culture to be a great influence on tax compliance. I have noticed that there 

are certain Pacific Island people within the business community who have been 

disadvantaged as a result of their cultural practices. They consider their word to be 

important as when here in New Zealand we operate on contracts, reports and financial 

statistics. These communities struggle to fit into New Zealand’s business structure where 

their main goal is to make a profit rather than provide family support. Many of these 

businesses only employ accountants when things are dire rather than at the start-up stage 

of the business. The IRD could be more understanding of these cultural issues. (Accountant 

B) 

 

In Japan, family pride and social standing is a considerable ideal. Using financial agencies 

is seen as shameful as it is a sign that you have no money. This shame extends to your 

family as well. If one person in your family is seen not to have money, then your whole 

family has no money. Therefore, people are more likely to borrow money off relatives than 

financial institutions. Most New Zealander’s would rather borrow the money from the 

bank. Therefore, I agree that cultural influences need to be considered on running a business 

and with tax compliance. (Religious Leader C) 

  



83 
 

5.3.8.2 Culture within Religiosity Definition 

 

Citing the need for a definition of culture in a religiosity context, participants were asked how 

they would define the concept of religious culture. A majority of participants felt that religious 

culture involves the religious practices and/or beliefs that arise from cultural influence. 

Religious Leader D and Owner H, highlight the blend of religiosity with culture: 

 

The involvement of culture within religiosity comes into play when the religious practices 

we participate in are as a result of or influenced by culture. (Religious Leader D) 

 

Personally, culture has an influence as does religiosity. However, in my life, there are some 

cultural traditions that have an impact on my religious journey. This is my understanding 

of religious culture. (Owner H) 

 

Owners E and I and Religious Leader D explain the importance of family within their personal 

religious culture experiences: 

 

I have observed the role that culture has within a religious community. What some people 

do not understand or realise is that one Church can be a blend of multiple cultures. From 

my observations, the family is critical within the culture. Many people assume culture 

comes from ethnicity. In some respects that is true; however, my understanding of culture 

is that it is a group of people who share the same beliefs. Religious culture would be a 

group of people who share the same religious beliefs. (Religious Leader D) 

 

Religious culture is highly important to me. I was raised by a highly religious family. They 

instilled my beliefs in God from a young age. To me, religious culture is the culture and 

the shared belief of my family. I hope that I have promoted this culture to my children and 

grandchildren. (Owner E). 

 

I feel like culture within my Church comes from the influences of family. Older generations 

teach the younger generations their understandings and beliefs about religion. (Owner I) 
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Owner C felt that the term culture did not include certain ethnicities; however, their 

understanding of religious culture remained consistent with the idea that religious culture 

involves the religious practices that arise from a cultural influence: 

 

When you hear the term culture, you assume a certain ethnicity like Chinese. However, a 

culture doesn’t necessarily have to be that. I am influenced by New Zealand culture as this 

is where I grew up. For me, religious culture involves a blend of religious beliefs as a result 

of cultural influences or combined in a church setting. (Owner C) 

 

Owner A highlighted the role religious culture has with interpersonal religious commitment: 

  

In my life and given my cultural background, I feel like some of the cultural influences 

from a religious perspective are also influenced by the community around me. My culture 

cannot be influential without the people around me. Every Sunday, I worry what people 

think if I do not show up to Church as religion is very important in my culture and family. 

(Owner A) 

 

Owner F explained the blend of religious culture with the beliefs that arise from intrapersonal 

religious commitment: 

 

With religious culture, I feel that there needs to be a consideration for the personal belief 

in the religiosity itself. Culture can have its own influences, especially within family circles; 

however, I do not think that a religious culture could exist without a belief in religiosity in 

the first place. (Owner F) 

 

5.3.9 Separation of Religious Beliefs and Personal Moral Beliefs 

 

Overall, 80 per cent of interviewees felt that religious beliefs could be separated from personal 

moral beliefs. Some noted the fact that religious beliefs and personal moral beliefs have their 

own separate influence and offered explanations as follows: 

 

I believe some religious experiences contribute to religious morals and there are some 

personal experiences from growing up that contribute to personal morals. They may overlap 

at times, but I believe they are two separate concepts that can be separated. In terms of 
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taxation and any other decisions in life, I believe that there is a combination of religious 

and personal morals at work. (Owner A) 

 

Based on my experiences, I would say that religious beliefs and personal morals have their 

own influence. Romans 13: 6-7 states that ‘For because of this you also pay taxes, for the 

authorities are ministers of God, attending to this very thing. Pay to all what is owed to 

them: taxes to whom taxes are owed, revenue to whom revenue is owed, respect to whom 

respect is owed, honour to whom honour is owed.’ So, my religion says that paying taxes 

and the correct amount of taxes is the right thing to do. I also know that to obey the laws in 

my country, I need to pay taxes and that personally, I want to be a good citizen of my 

country. Although the outcome both religiously and personally is the same, the moral 

theory behind it is different and therefore religious and personal morals are two separate 

things. For people to say otherwise is very inaccurate. (Religious Leader B) 

 

Owner E and Religious Leaders A and E felt that issues with a lack of universal understanding 

of religiosity as a concept prevented religious beliefs from being accurately measured: 

 

For researchers to assume that religious beliefs and personal morals are the same is 

completely wrong. People have independent thought, they may not agree with everything 

their religion says. Even different parts of the same religions often contradict each other. I 

believe this could easily relate to the religion and tax compliance relationship/a tax 

compliance decision. (Owner E) 

 

Although we have certain moral lessons within different areas of life, there are some areas 

where people do disagree, or people have their own beliefs on certain ideas. So, I do believe 

religious beliefs and personal morals can be separated. (Religious Leader E) 

 

Our goal is to teach people and to encourage their personal religious beliefs. We do 

understand that in some areas, people will not agree with what we believe. This could 

extend into a tax evasion process, e.g. someone could think that Christianity says that tax 

evasion is wrong, but I do not agree with this. Therefore, religious and personal morals can 

be partially separated. (Religious Leader A) 

 

Owner L and Religious Leader D believe that religious beliefs and personal moral beliefs can 

be separated; however, they were unsure as to how this could be measured: 
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I believe religious beliefs and personal morals are two separate concepts. I believe that you 

don’t learn everything from religion, and you don’t learn everything from personal morals 

and experiences. I believe people apply lessons from both concepts into everyday decisions. 

So yes, I do believe that both religious morals and personal morals play somewhat of an 

impact on tax compliance decisions. However, I have no idea how you would measure 

personal morals and religious morals as they are invisible concepts that cannot be 

measured. (Owner L) 

 

I believe that religious morals and personal morals can be separated. They are two different 

concepts. It is unfair to expect a member of our congregation to believe all the things we 

say. Although, I am unsure how they can be separated. (Religious Leader D) 

 

However, a small group of participants felt that the internalisation of religious beliefs into 

personal moral beliefs prevent the two from being separated: 

 

Religion makes up a part of who a person is and what they believe. If a person has a strong 

belief, then I believe the religious morals reach a point where they become your personal 

morals. Maybe for some people, they can be separated but for me personally, I don’t think 

they can be. (Owner C) 

 

Moral lessons are a fact of growing up. To generalise them into different categories seems 

wrong. Religious morals, cultural morals, personal morals I feel like they are often the same 

thing, a part of who you are. (Owner M) 

 

5.3.10 Measurement of Religiosity 

 

Participants were then asked how they believed religiosity could be measured. Not one answer 

dominated; however, themes included one measurement for simplicity: 

 

Religion is a very difficult concept to try to measure. As inaccurate as it is, I think the main 

way you could measure is religious affiliation. People know what you mean by that and 

there is little offence involved by asking individuals about religious affiliation. (Owner B) 
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If you were to pick a measure for simplicity, I feel like you would just use religious 

affiliation. However, I know that would not provide much information. (Owner J) 

 

The most common answer was to use a combination of measurements in order to produce a 

wide-ranging understanding of religiosity. However, there was no consensus as to the specific 

measures to use in this combination: 

 

I identify with many of the possibilities for measuring religion. Religious education, 

religious commitment, religious affiliation. You could try a survey with all of these aspects 

of measurement on a scale of religion and rank people from there. (Owner C) 

 

Within our church, we use multiple resources to measure how well we are doing. The first 

is church attendance. However, the most valuable measure is how far an individual has 

come religiously. If you had a girl who chose to believe in God and chose to be baptised, 

they would be further along in their spiritual journey compared with a new attendee. 

(Religious Leader A) 

 

One measure is not enough. You cannot place a person who works and dedicates their life 

to religion in the same category as someone who occasionally shows up to Church. A 

person’s belief is more important than their affiliation. (Owner D) 

 

Owner J believed an extension on measuring religion would be to use a religiosity scale: 

 

If people had the time, I would ask individuals multiple questions in terms of observable 

and non-observable concepts to try and rank individuals on a scale. (Owner J) 

 

Owner A felt that the measures themselves would be dependent upon the research and the 

information required: 

 

The main issue is how accurate you would like to be and how you are asking people this 

question. If you are asking them in a survey, then the easiest thing to do would be to ask 

what their religious affiliation is. This is a universal measure that many surveys use 

worldwide. It does run the risk of being inaccurate and subject to a person’s own opinions 

about themselves. If you were in an interview situation then you could ask the individual 

their opinion. This does run the risk of little comparability. I guess the point I am trying to 
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get at it is that measuring a concept like religion, which is heavily subject to an individual’s 

personal beliefs is almost impossible. (Owner A) 

 

Regardless of previous conclusions, 85 per cent of participants felt that overall religiosity could 

not be measured accurately. Some suggested that religion cannot be measured as it involves 

the concept of faith:  

 

Religion is a concept that is based upon an individual’s beliefs. Each person sees their 

beliefs differently. If you ask one person to measure their religion on a scale their answer 

may be different to another person who believes in religion to the same degree. Therefore, 

I don’t think it can be measured. (Owner B) 

 

I have always considered religion to be faith or a belief in a higher power. I don’t see how 

a person’s faith could be measured. One person’s thoughts would be different from another. 

(Owner E) 

 

A lack of understanding of religiosity arising from no universally set definition has resulted in 

substantial measurement issues: 

 

I feel like each religion is different. For example, we believe in reincarnation, Christians 

believe in God. How can you define religion when there are so many subsets, all requiring 

many definitions? It would be too great of a task. (Owner M) 

 

What is religion? My understanding of religion is a belief in a higher power. Other religions 

do not believe in a higher power. Other religions believe in multiple higher powers. 

Different religions have continually changed over time. I don’t see how you can measure 

something that is continually evolving. (Owner A) 

 

I don’t think religion can be measured. It is very difficult to measure religion as it has not 

been defined. Research will have to define religion before a perfect measure can be found. 

(Owner D) 

 

Inaccurate answering as a result of social desirability bias was also believed to be a reason 

religiosity cannot be measured: 
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I feel like you can never truly measure religion, what one person says is different to what 

another person says. With surveys, I feel like people will automatically write down an 

answer that makes them look great. (Accountant A) 

 

The accuracy of any religious measurement and previous surveys you mentioned need to 

be questioned. I feel like when it comes to topics like religion, people will always say what 

makes them feel good about themselves. (Owner J) 

 

5.4 Chapter Summary 

 

This chapter provides the results of the semi-structured face-to-face and email interviews with 

accountants, small/medium business owners/managers and religious leaders. As a starting 

point, participants were asked what they understood about the concept of tax compliance and 

what makes them comply or not comply with tax. New Zealand’s PAYE system, civic duty 

and threat of punishment were the main reasons for participants to comply while fairness of 

the system, relationship with the IRD and resource constraints were the main reasons not to 

comply. 

 

Participants were then asked about their understanding of religiosity and if they believed a 

relationship could exist between religiosity and tax compliance. An overwhelming 90 per cent 

of participants believed a relationship could exist with particular reference to the way religion 

influences personal moral beliefs, creates cultural influences within a person and provides 

people with civic duty, and a religious community creating social norm pressures upon an 

individual to obey the law. Despite this, most participants believe that the relationship between 

religiosity and tax compliance is viewed negatively by the general public due to the charities 

exemption creating perceived unfairness in the system, the public treatment of donations and 

the public’s negative relationship with the IRD. Although most participants believed that a 

relationship between religiosity and tax compliance exists, many of them believe that this 

influence is weak compared with other variables such as the use of an accountant or the 

relationship with the IRD. 

 

In terms of the way religiosity influences an individual, all participants believed that 

intrapersonal religious commitment influenced tax compliance with some highlighting the 



90 
 

importance of combining it with interpersonal religious commitment or cultural influences. 

The support for intrapersonal religious commitment was mainly driven by the importance of 

religious beliefs upon an individual’s tax compliance decisions. Culture was then explored as 

a new sub-set of religiosity with 90 per cent of participants believing that culture could have a 

substantial impact upon religiosity and the relationship between religiosity and tax compliance. 

 

Participants were then asked about their understanding of personal moral beliefs and religious 

beliefs. This had a high correlation. Participants were asked if they believed religious beliefs 

and personal morals could be separated. Most participants believed that they could be; 

however, there would be difficult to do so in the real world. To conclude, participants were 

then asked if they believed religion could be measured, with most participants believing that 

religion cannot be measured. This is due to a combination of the fact that religion is too difficult 

a concept to measure as it is a construct based upon belief and there is a lack of definition 

concerning the meaning of religion. Chapter 6 provides a discussion and analysis of the 

findings in this chapter. 
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Chapter 6: 

Discussion and Analysis 

 

6.1 Introduction 

 

This chapter discusses the key findings from the data collection process to provide a 

comprehensive depiction of the topics of religiosity and tax compliance in a New Zealand 

context. The major findings from the semi-structured interviews with accountants, 

small/medium business owners and religious leaders are discussed with reference to prior 

literature. These findings are also discussed in the context of the research questions (Chapter 

1). The presentation of this chapter reflects the presentation of data in Chapter 5. The 

implications of the findings from this data conclude this chapter. 

 

6.2 Discussion and Analysis 

 

6.2.1 Relationship between Religiosity and Tax Compliance 

 

6.2.1.1 Summary of Findings 

 

In the data obtained through interviews, a majority of participants felt that religiosity had a 

positive effect on their tax compliance behaviour. These results are supported by previous 

studies conducted in the United States, Turkey, Malaysia, and Nigeria (Benk et al., 2015; Eiya 

et al., 2016; Mohdali & Pope, 2014; Tittle & Welch, 1983). Many participants believed that 

religiosity had an influence through sub-issues including civic duty, cultural influences, 

personal moral beliefs, and social norms. Other participants felt that religiosity could have a 

direct influence on tax compliance without a repercussion on various sub-issues, as supported 

by Grasmick et al. (1991a) and Torgler and Schneider (2007). The results of the interviews in 

terms of the relationship between religion and tax compliance are shown in Figure 6.1. 
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Figure 6.1: Relationship between Religiosity and Tax Compliance 

 

 

 

 

 

 

 

 

 

Source: Author 

 

6.2.1.2 Sub-Issues within the Religiosity – Tax Compliance Relationship 

 

By using civic duty as a sub-issue, some participants felt that religion teaches moral lessons 

that an individual should apply in everyday life. These religious morals could be extended to a 

tax compliance context where paying taxes is the right thing to do as a citizen. This result 

reinforces a previous study conducted by Torgler et al. (2008), who concluded that a 

combination of a high sense of obedience (in a public context) and religiosity can lead to higher 

tax morale. Mohdali (2013) also highlighted in her study that the main reason for taxpayers 

complying was a strong civic duty that was encouraged by most religions.  

 

Culture as a sub-issue has also emerged from the data. A prominent weakness in previous 

religiosity-tax compliance relationship research was the reliance upon WVS information that 

assumed all countries were culturally homogeneous (Silver & Dowley, 2000). The results of 

this research reinforce this assumption as a weakness, particularly as this study interviewed a 

wide-ranging sample of the New Zealand public. New Zealand is a culturally diverse country 

that comprises numerous cultures and religions (Human Rights Commission, 2009), therefore 

it is inaccurate to assume that New Zealand is culturally homogeneous. Despite Richardson 

(2008) acknowledging that culture may have an impact on the relationship of religiosity and 

tax compliance in New Zealand, there is a lack of research into this topic providing an area of 

future research. 
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Personal moral beliefs have also been identified as a sub-issue in the relationship between 

religiosity and tax compliance. The reasoning behind this was that religious morals would 

influence an individual’s personal moral beliefs which would lead to a positive tax compliance 

decision. This fortifies Mohdali’s (2013) conclusion that personal moral beliefs affect the 

relationship between religiosity and tax compliance. 

 

Social norms were the final notable sub-issue in this data set. It is implied that religiosity will 

lead to involvement within religious communities. The social interactions within these 

religious communities will then have an impact on a person’s thoughts and actions as many 

individuals do not want to be considered outcasts. Research by Petee et al. (1994), Worthington 

et al. (2003) and Welch et al. (2005) provide identical conclusions where social norms in a 

religious context will lead to an increase in tax compliance. The data shows that the impact of 

social norms is more prevalent in religious cultural communities, suggesting a potential 

combination of cultural, social and religious pressures. Many religious organisations with a 

cultural element are often highly devoted to their communities in order to support people both 

culturally and spiritually (Croucher, Zeng, Rahmani, & Sommier, 2017). This support can also 

lead to an increased pressure to conform, including obeying the law. Although there has been 

a substantial amount of research on the role of social norms on the relationship of religiosity 

and tax compliance, the influence of culture within social norms has not been researched 

extensively, thus there is a future area for research. 

 

The development of sub-issues in the relationship between religiosity and tax compliance 

establishes this research as a notable contribution to knowledge. A reason why these sub-issues 

may have emerged is that many studies in this area are quantitative-based surveys designed to 

establish if a relationship exists rather than ask how or why a relationship exists. The 

quantitative, survey-style approach could explain why there are numerous studies conducted 

where one or two sub-issues have developed as this style of research is designed to detail trends 

in society rather than explore established relationships in-depth. This research found that there 

are a number of indirect variables that religiosity had an influence through, but there was no 

one sub-issue that was dominant. This highlights an area for future research as many studies 

were within this area. This study was also conducted within a New Zealand context and 

different sub-issues may be more prominent in other countries. 
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6.2.1.3 Religiosity Directly Influencing Tax Compliance Behaviour 

 

A smaller group of participants felt that religiosity had a direct impact upon tax compliance, 

i.e. when an individual is faced with a tax compliance decision, a person would immediately 

think about their religious beliefs when making a decision. This result is consistent with Stack 

and Kposowa (2006) who concluded that religiosity had a direct impact on tax compliance and 

tax fraud unacceptability. However, most of the participants in this study who believed this 

were religious leaders. This suggests a potential bias as these individuals may have a highly 

religious education and background which may not be reflective of general society. These 

religious leaders could produce answers pertaining to how they believe society should behave 

rather than how it really does behave. These leaders also may not face the same sub-issues as 

the general public or face them to the same extent, since the religious leaders face different 

pressures than the general public. Based on the frequency and intensity surrounding the 

influences of sub-issues as described in interviews, the data suggests that religious individuals 

are more likely to be influenced through sub-issues (civic duty, personal moral beliefs, culture 

and social norms) than through religiosity directly. 

 

6.2.1.4 Religious Perceptions on Non-Religious People’s Perceptions 

 

A finding which contradicted previous research is that although religious people believe the 

religiosity-tax compliance relationship is positive, they believe the public perception of that 

relationship is negative. Participants felt that the general public typically believed that 

religiosity could be associated with tax evasion-type behaviour. Many participants felt that 

fairness of the tax system, a lack of religious understanding, the nature of society and 

relationships with the IRD could be blamed for this conclusion. 

 

This highlights an area for future research where non-religious people are asked about their 

thoughts on the religiosity-tax compliance relationship. The results of the interviews in terms 

of public perception on the relationship of religion and tax compliance are shown in Figure 6.2. 
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Figure 6.2: Public Perception of the Relationship between 

Religiosity and Tax Compliance 

 

 

 

 

 

 

 

 

 

Source: Author 

 

The results show that the fairness of the New Zealand tax system was the main reason why 

participants believe that the public perceives religiosity to be a negative influence on tax 

compliance. Under the current New Zealand tax system, registered charities (which include 

many religious organisations) are exempt from paying tax as they are established in order to 

provide a good for society (Inland Revenue Department, 2018b). Many participants felt that 

the public no longer perceive this system to be fair. One reason for this may be the negative 

portrayal of religion in the media. Some participants argued that the negative headlines get 

sensationalised in order to obtain views. This has the unintentional consequence of influencing 

public opinion in a negative manner. This, combined with the rise of fake religious 

organisations internationally, has damaged the public reputation of religion with many of them 

established for the sole purpose of financial gain (Wood, 2017). Lastly, a lack of public 

understanding of what religions do could be another explanation for the negative portrayal. 

Although many religious organisations are established for the purpose of providing something 

positive for the community, some people who are not involved inside a religious organisation 

may be unaware of the work provided for the community. Therefore, the tax exemption may 

be perceived to be unfair by the general public. 

 

Many participants felt that religiosity could lead to a decrease in tax compliance due to the 

relationship religious individuals have with the IRD. Interview data indicates that the IRD may 

have a lack of understanding concerning religions. Although there has been no research 
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conducted to reinforce this understanding involving religion, other pieces of evidence reinforce 

a lack of IRD understanding in a variety of different contexts. Ma (2015) argued that the 

simplified one-size-fits-all approach can have a deterrent effect which leads to complexities in 

the system. Thus, a lack of understanding involving religion could be seen as a deterrent. Hamid 

(2013) also highlighted the need for ethical sensitivity as an important factor in improving tax 

compliance. 

 

The current IRD tax compliance model is designed with the purpose of understanding 

customers better and adapting actions to work for them (Inland Revenue Department, 2016b). 

This is displayed by the customer at the centre of the tax process. Throughout many of the 

previous 17 IRD Annual Reports, acknowledgement, acceptance and understanding of cultural 

influences on an individual in a tax compliance context have been referenced; however, there 

has been no mention of understanding religious influences. The lack of understanding of the 

religious motives of an individual has led to a lack of training among IRD staff leading to 

situations where religious beliefs may not be fully understood. Therefore, it is recommended 

that the IRD also factor religious influences into the customer-centred tax compliance model 

(Figure 3.3) to promote understanding and increase tax compliance. 

 

Many participants also blamed the nature of current New Zealand society as a reason why 

religiosity could be perceived to be negative. New Zealand is currently facing a decline in 

religious association where those individuals citing themselves as non-religious in census 

statistics has increased from 24 per cent in 2001 to 43 per cent in 2013. As seen in many 

countries around the world, this has led to the overall culture becoming less accepting of 

religion (Bullard, 2016; Sherwood, 2018) as many people are no longer involved in these 

communities or are unsure of the concept (Croucher et al., 2017). However, beyond census 

statistics, there has been no other research to reinforce the idea that the changing New Zealand 

society can be to blame for the negative perception issue. 

 

A lack of understanding surrounding religiosity also emerged as a reason for the perceived 

negative public perception. As previously discussed, New Zealand as a country is becoming 

increasingly irreligious. One consequence of this trend may be that society is become less 

understanding of religion as fewer people are involved in it. This reinforces research by 

Sherwood (2018) and Dinham (2016) who both highlight the issue of religious understanding 

in an increasingly secular environment. Sherwood (2018) suggests that these religious 
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misunderstandings can lead to hostilities. The data implies that these misunderstandings could 

extend into a taxation context where a lack of understanding surrounding religion has led to 

the public perception that religiosity is associated with tax non-compliance. This lack of 

religious understanding has also been previously mentioned from the perspective of the IRD 

who have little to no mention of religion influences within their Annual Reports. 

 

6.2.2 Strength of Different Variables on Tax Compliance 

 

6.2.2.1 Summary of Findings 

 

In interviews, participants were asked about what makes them comply with taxes. These 

answers were assessed based on the number of times they occurred in interviews and the 

strength of the variable when mentioned. As a result, the strongest positive influences on tax 

compliance are our current PAYE system, the threat of punishment, civic duty and the use of 

an accountant. The strongest negative influences on tax compliance are self-employment, 

perceived fairness of the system, relationship with the IRD and resource constraints. 

Religiosity, cultural influences and social norms were considered to have a smaller positive 

influence on tax compliance. Fewer interviewees considered government perception and this 

was found to have a small negative effect on tax compliance. The results of the interviews in 

terms of the strength of variables on tax compliance are shown by Figure 6.3. 

 

Figure 6.3: Influences on Tax Compliance Continuum Using Data 

Results 

 

Source: Author 
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6.2.2.2 Strong Positive Effect 

 

Civic duty (entirely separate from religiosity) was shown to have the strongest positive effect 

on tax compliance. This involved an individual making the decision that complying with tax 

was the right thing to do as a citizen of this country. This reinforces the findings of many 

previous studies (Bobek et al., 2007; Feld & Frey, 2007; Kirchler, 2007; Porcano, 1988; 

Reckers et al., 1994; Schwartz & Orleans, 1967; Wenzel, 2004) who all cited the positive role 

of civic duty in a tax compliance context. These results also imply that New Zealand is no 

different in its influences on tax compliance compared with other countries. 

 

Many participants also felt that New Zealand’s current source deduction tax system contributes 

positively towards tax compliance behaviour as any wage/salary earner in New Zealand has 

their income tax deducted before receiving any income. These results are supported by Mohdali 

(2013) who found that in Malaysia, source-deduction taxation was a highly effective method 

of compliance. The effectiveness of the source-deduction system is strong; however, research 

has raised many questions surrounding the rates of tax compliance if at-source taxation was 

not enforced. 

 

The threat of punishment also emerged as a positive effect on tax compliance. This involves 

most governments conducting tax audits and using penalties in order to discourage tax evasion. 

This reinforces similar conclusions obtained from international studies (Evans & Tran-Nam, 

2014; Fischer et al., 1992; Murphy, 2008) and New Zealand studies (Gemmell & Ratto, 2017). 

The data also suggests that the threat of punishment is effective due to the lack of public 

knowledge surrounding the tax system in New Zealand. Although the IRD is highly open and 

has numerous resources and communication opportunities, many of the participants felt that 

they and the general public have little knowledge of taxation. This often results in fear among 

the public leading to people going to some lengths to ensure compliance. Stories of previous 

experiences amongst taxpayers concerning the IRD have also led to a fear of punishment. 

Discussions on punishment involving the IRD, whether it is due to past events or opinions from 

other conversations, has often resulted in the IRD having a negative reputation and fears amid 

the general public (Feld & Frey, 2007). These results match the findings from a previous study 

by Gangl, Hofmann and Kirchler (2015). The implications of these findings are that the IRD 
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could use this information to further enhance their communication opportunities to improve 

taxation knowledge. 

 

Given that some members of the general public do not have enough knowledge or confidence, 

many choose to hire an accountant to ensure compliance. Due to the educational and 

professional knowledge of an accountant, their use results in a strong positive effect on a 

taxpayer’s compliance. These findings fortify the conclusions from Tan (1997) who found that 

the hiring of accountants is important in meeting the tax obligations of small businesses. 

Despite their effectiveness, some participants felt that their small firms struggled to afford the 

accountant compared with those larger firms, thus implying that the use of an accountant is a 

regressive cost. This conclusion reinforces the findings of Gupta and Sawyer (2015) who 

concluded that tax compliance costs are regressive to the size of the business. The IRD has 

begun exploring those issues with the new compliance model centering upon the customer and 

being understanding of the customer.  

 

6.2.2.3 Strong Negative Effect 

 

Based on the interview results, the fairness of the tax system had the greatest negative effect 

on tax compliance. This meant that taxpayers refused to comply with a tax system that they 

perceived to be unfair. One reason is that the current tax system is often viewed as regressive 

towards small business owners in that they face a higher compliance cost given the amount of 

tax they have to pay. This could be perceived to be unfair and can often discourage the 

development of small business and increase stress (Evans & Tran-Nam, 2014; Gupta & 

Sawyer, 2015). Another reason could be that people believe they are paying too much tax for 

the services that they receive. These results reinforce previous studies conducted by Alm et al. 

(1992a) who established that tax compliance arises from perceived fairness between tax rates 

and public services provided. A final reason could be that taxpayers do not believe that the 

current tax rates and tax system are fair. This theory is reinforced by the Tax Working Group 

(2010) who stated that the current tax system is not working effectively and tax reform is 

necessary. Notable loopholes where unfairness has often been recognised are capital gains tax, 

trust law, deductions of expenses and charities. Since the election of a new government in 2017, 

tax reform has been discussed and a committee has been formed on a potential introduction of 

capital gains tax with the purpose of making the tax system fairer (Tax Working Group, 2018). 
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Despite this, there is still work to do in improving the public perception of the tax system before 

the fairness of the system can have a positive influence on tax compliance in New Zealand. 

 

A taxpayer’s relationship with the IRD also has a strong negative effect on taxpayer compliance 

rates. Previous research has highlighted the importance of trust in the relationship between the 

taxpayer and the IRD. This trust is mainly built on positive previous experiences (Gangl, 

Hofmann & Kirchler, 2015), obtained by practical communication (Blumenthal et al., 2001) 

and helpful staff members (Feld & Frey, 2007). In this study, for a negative relationship to 

exist between a taxpayer’s relationship with the IRD and tax compliance, there may be a lack 

of trust on the part of the taxpayer. Participants cited high compliance costs, a lack of IRD 

understanding of small businesses practices and changing tax procedures as reasons why trust 

in the IRD is low. These results support previous research findings that if a tax authority is 

perceived to be unfair, tax compliance will decrease (Feld & Frey, 2002b). Citing the 

relationship issues, the IRD developed a new tax compliance model that focused on the 

taxpayer’s needs rather than fear of punishment. As a result, some participants found that the 

IRD was improving their relationships with taxpayers. This was mainly attributable to an 

increase in technology capability and an improved understanding of taxation issues related to 

self-employment. However, as the relationship is still negative, the greatest implication of this 

finding is that the IRD have more work to do in improving their client relationships.  

 

Resource constraints were shown by the data to have a strong negative effect on tax 

compliance. Some participants noted that due to poor practices and control over business 

resources, some businesses did not have enough cash to pay their taxes. This supports previous 

data by Mataira and Prescott (2010) who found situations of cash shortages leading to tax non-

compliance. One reason for this issue arising was cultural pressures compounded by a lack of 

separation between business and personal affairs. Many cultures have close family connections 

who may require money in emergencies. Due to these cultural pressures, some people took 

money out of business accounts to help. As a result, taxes were not able to be paid. Yong (2011) 

also drew similar conclusions in a New Zealand context with specific referral to the struggle 

of Pacific Island communities with the New Zealand tax system. Self-employment could be 

another reason for resource constraints. Particularly in the start-up phase of an organisation, 

maintaining a business can be difficult with a lack of knowledge of survival in a business 

leading to issues with tax compliance. Mataira and Prescott (2010) concluded that some 

communities see the additional taxation calculations that arise from self-employment as leading 
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to an unenthusiastic reaction to tax compliance. In this study, one participant noted that due to 

their lack of knowledge, they over-ordered on stock, thus creating a taxation issue as there was 

little money left. Citing this as a common issue, the IRD is now more understanding of these 

situations with the introduction of a new compliance model and alternative procedures. 

 

Self-employment had a strong negative effect on tax compliance. This implies that an 

individual who is self-employed is more likely to not comply with their taxes. This reinforces 

Clotfelter’s (1983) conclusion that tax compliance rates of self-employed taxpayers are lower. 

Potential reasons for this include the fact that business owners get the option to comply with 

tax. New Zealand’s current PAYE system does not give non-business taxpayers many 

opportunities to choose their tax compliance behaviour. This supports Slemrod’s (2007) 

conclusion that tax compliance rates among self-employed individuals are lower due to the 

opportunities to evade tax and Engstöm and Holmlund’s (2009) research which highlights a 

trend of under-reporting with self-employment. Another reason may be financial pressures of 

a self-employed business could mean that a taxpayer is unable to comply with taxes. Over time, 

the IRD have increased their supervision and regulations surrounding self-employment in order 

to prevent evasion. Bruce (2000) noted in his research that if a taxpayer has a chance to gain 

from self-employment, they will undertake that opportunity. However, as noted by the data, 

this increase in regulation may have a negative effect on tax compliance as increased regulation 

leads to more strain on resources. 

 

6.2.2.3 Weak Negative Effect 

 

Government perception was the only variable to provide a weak negative effect. This 

contradicts previous studies by McKerchar et al. (2013) and Frey and Torgler (2007) who 

concluded that an increase in the public perceptions of government can lead to an increase in 

tax compliance (particularly in democratic countries such as New Zealand). However, 

Wallschutzky (1984), Feld and Frey (2007) and Murphy (2004) concluded that an increase in 

the trust of the government through the fulfilment of policy and a fair political process can lead 

to increased tax compliance. At the time of interviewing, New Zealand had recently had a 

change in government. The uncertainty arising from a new government may have led to a lack 

of trust in the government among participants and hence resulted in the conclusion of a weak 
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negative effect on tax compliance. It may be beneficial to conduct the same study in a few 

years’ time when the current government is settled in to see if the same trends arise. 

 

6.2.2.4 Weak Positive Effect 

 

Data from the interviews showed that social norms had a weak positive effect on tax 

compliance. This implies that a taxpayer will follow those activities and values from their 

surroundings. Therefore, if an individual is in a community of tax compliers, they are more 

likely to comply. These results are supported by previous studies such as Alm, Bloomquist and 

McKee (2017), Alm et al. (1992a), Fehr and Falk (2002), and Wenzel (2004) who all noted the 

positive effect of social norms on tax compliance. It is also the second New Zealand study to 

support this positive relationship conclusion after Smart (2012); however, Smart did not refer 

to the strength of social norms on tax compliance. It is important to note that several 

participants noted that different social communities caused different pressures which could 

involve other variables. For example, numerous participants felt religious and social influences 

within a religious community while other participants have felt cultural and social influences 

within a certain cultural community. This represents an issue with measurement as it is hard to 

define which variables are the most influential on tax compliance (i.e. in the first scenario there 

are both religious and social pressures to comply with tax. It is unknown which one is the most 

influential on tax compliance as they are both difficult to measure). The influences of social 

norms in different communities could be an area of future research within the tax compliance 

area. 

 

Cultural influences had a weak positive effect on tax compliance. This implies that a taxpayer 

will factor in their culture when making a tax compliance decision. This has reinforced 

conclusions from previous New Zealand studies (Mataira & Prescott, 2010; Yong, 2011) with 

Yong concluding that New Zealand cannot be considered ‘culturally neutral’. The results found 

that some cultural influences had an impact on the day-to-day running of a business, 

particularly within the Pacific Island community. This was found to be a greater issue with 

those organisations that struggled to separate the business from the individual. Some examples 

within the data of negative actions towards a business as a result of cultural pressures include 

money withdrawn from a business account for private family expenses, being pressured by 

family to give client work to family friends, giving discounts to family friends, and choosing 

suppliers within the cultural community regardless of the cost.  
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Cultural influences can also become entwined with other variables such as social influences. 

For example, some participants felt that the shame of being an outcast in their cultural 

community ensured compliance with the law. In this situation, both cultural and social 

influences apply; however, it is difficult to determine which variable is the most influential. 

Therefore, how to measure this relationship could be a topic of further interest in the tax 

compliance area. 

 

Religiosity as a variable was also found to have a weak positive effect. Mohdali and Pope 

(2014), Eiya et al. (2016) and Grasmick, Kinsey & Cochran (1991b) produced studies that 

came to the same conclusion in Malaysia, Nigeria and USA, respectively. As discovered 

previously (section 6.2.1.1), religiosity is often mediated through other variables. This high 

dependency on other variables has resulted in the positive effect that is directly attributable to 

religion being weak. Despite the fact that it was the weakest positive variable on tax 

compliance, it is still a positive variable that the IRD need to consider if they want to increase 

tax compliance. 

 

6.2.3 Aspects of Religiosity that Influence Tax Compliance 

 

6.2.3.1 Summary of Findings 

 

Most participants cited intrapersonal religious commitment as the main force behind any 

decision (tax-related or otherwise) in their lives. These results show that religiosity influenced 

an individual’s religious beliefs. This reinforces previous research by Worthington et al. 

(2003), Mohdali (2013) and Mohdali and Pope (2014) who all concluded that faith in a religion 

that arises from having an intrapersonal religious commitment is what is influential over a 

personal life and decision-making.  

 

Overwhelmingly, participants found that religious beliefs (arising from intrapersonal religious 

commitment) is the key variable that influences the religiosity-tax compliance relationship. 

Reasons as to why include the use of teaching in many religious events. For example, in 

Christianity, every Sunday a sermon is designed to teach religious values using the Bible. Some 

religious leaders within this study described their role as a teacher of religious beliefs. Many 

participants found that these religious teachings led to religious beliefs. It is these religious 
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beliefs that are used in the relationship between religion and tax compliance. Another reason 

religious beliefs may influence tax compliance is personal religious experiences. Some 

participants thought that certain life events had a profound effect on their religious beliefs and 

hence they applied their religious beliefs to their actions in life (such as tax compliance). 

Previous research has been dedicated to finding out whether intrapersonal or interpersonal 

religious commitment is influential over tax compliance, rather than reasons why such a 

relationship would exist. Therefore, these potential explanations for why intrapersonal 

religious commitment is more influential over tax compliance decisions need to be 

strengthened by further research. 

 

A minority within the study highlighted the importance of both intrapersonal and interpersonal 

religious commitment. Interpersonal religious commitment involves having an involvement 

with a religious community. The reasoning behind this is that intrapersonal religious 

commitment ensures that an individual adheres to the lessons taught while interpersonal 

religious commitment allows the reinforcement of those values due to the community aspect. 

The minor effect of social influences on religiosity also reinforces conclusions from section 

6.2.2.4 which highlighted the weak positive effect of social norms on tax compliance. 

 

6.2.3.2 Influence of Culture 

 

Many participants also cited the importance of culture as an influence of religion. Hofstede 

(1984) defines culture as “the collective programming of the mind which distinguishes the 

members of one group of society from another.” The influences of culture are different 

depending on the individual. Some participants have deliberately chosen to attend a church on 

the basis of their cultural identity. For example, one participant chose to attend a Pacific Island 

Church so that her family could understand and keep their heritage.  

 

Some participants found that culture is influential through the community aspect with similar 

cultures promoting similar behaviour, for example, in a Japanese church, an important concept 

in the Japanese culture is to ‘read the air’ where people within a culture make decisions out of 

what is socially acceptable so that no one stands out. Others found that culture is influential 

through the moral lessons that culture teaches you which are reinforced by religious lessons. 

For example, Croucher et al. (2017) highlight that worldwide globalisation has led to blend of 
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religion and culture. Another group of participants found intrapersonal religious commitment, 

interpersonal religious commitment and culture all influential due to various influences. 

 

6.2.3.3 Implications for Future Research 

 

Understanding the importance of culture within the data, Worthington et al.’s (2003) current 

religiosity model could be improved by including it. Findings showed that culture is influential 

on religious commitment intrapersonally, interpersonally and individually, hence, a tentative 

Venn diagram has been created to reflect this (Figure 6.4).  

 

As this new model is an attempt to define religiosity, non-religious cultural influences could 

not be included, hence the third category is referred to as ‘religious culture’. As a result of 

participants’ understandings of religious culture, religious culture has been defined as ‘the 

religious practices and/or beliefs that are as a result of cultural influences.’ This reflects the 

general consensus from the findings that religious culture is a result of a blend of culture with 

religiosity (section 5.3.8.2). 

 

This tentative diagram modifies Worthington et al.’s (2003) model where it is implied that 

intrapersonal and interpersonal religious commitment are two separate sub-categories with no 

overlap. Interview results also highlight that some participants believed that religious culture 

overlaps with intrapersonal and interpersonal religious commitment, thus making the Venn 

diagram appropriate. Results found that intrapersonal religious commitment, interpersonal 

religious commitment and religious culture can work together to reinforce the concept of 

religiosity. This model may be more applicable in countries that are not dominated by one 

culture or one religion; however, subsequent research will be needed to confirm this theory. 

Overall, the adoption of this new model has the aim of increasing general understanding about 

both religiosity and culture as well as improving IRD understanding as to the importance of 

culture and religiosity. 
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Figure 6.4: Tentative New Model Defining Religious Commitment 

 

Source: Author 

 

6.2.4 Is the Association between Religiosity and Tax Compliance 

beyond Personal Moral Beliefs?  

 

6.2.4.1 Summary of Findings 

 

Overall most participants felt that religious beliefs and personal moral beliefs could be 

separated when it comes to the relationship between religiosity and tax compliance. The most 

substantial issue with this conclusion is that it indicates the weakness in previous research that 

assumes that religious morals and personal morals are the same (Mohdali, 2013; Mohdali & 

Pope, 2014). Reasons why, according to the data, include the fact that religious beliefs and 

personal moral beliefs have their own separate influence on tax compliance decisions, 

subconscious thinking and issues of definition with religion. 

 

Many participants noted that religious beliefs and personal moral beliefs have their own 

separate influence on tax compliance decisions. When making a tax compliance decision, 

participants could be influenced by their religious beliefs and personal moral beliefs regardless 
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of whether these beliefs result in the same outcome. For example, one participant noted that 

there is a passage in the Bible that states that paying taxes is the right thing to do (a positive 

religious belief). Yet also paying taxes is the right thing to do as a citizen of their country 

(personal moral beliefs). This shows that although their outcome was still the same (they 

comply with tax), the reasons behind it are attributable to different beliefs. Another reason why 

religious morals and personal moral beliefs are separated is that there can be contradictions 

between the two. For example, there are many people (including participants) who are religious 

leaders who are also in charge of a business. Like the previous example, religious beliefs state 

that paying taxes is the right thing to do. However, the leader may feel that they have been hard 

done by and that they do not need to pay taxes as the current system is unfair on them, thus 

resulting in non-compliance. People interpret their own religious beliefs and personal moral 

beliefs differently, despite some potentially having similar experiences or following the same 

religion/scripture as others. A difference between these two beliefs could explain why there 

have been cases of religious individuals committing crimes such as tax evasion (Aldashev & 

Platteau, 2014). Reasons as to why religious people commit crimes (particularly relating to the 

differences in religious beliefs and personal moral beliefs) could be an area for future research. 

 

Some participants noted subconscious thinking when making any tax compliance decisions. 

Particularly, they felt that people do not know that they are using the concepts of religious 

beliefs and personal moral beliefs when making a decision; rather many people just make a 

decision using subconscious processes. Therefore, although they believe that religious beliefs 

and personal moral beliefs are separate things, many participants did not think or know about 

the concept of these beliefs until mentioned in the interview. One potential explanation for this 

is the fact that public knowledge concerning religious beliefs and personal moral beliefs is low. 

People may not have the theoretical knowledge surrounding their beliefs, rather just the 

practical application. Therefore, when participants are asked about their opinions between the 

two, they required a further explanation about religious beliefs and personal moral beliefs 

before answering the question. Despite this, the data shows that all people who were influenced 

by subconscious thinking thought that religious beliefs and personal moral beliefs are separate 

because participants were able to think about how they applied their beliefs in daily life, even 

if they did not know about the beliefs before. 
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Some participants noted the role of internalisation in their decision-making. Internalisation is 

the concept that an individual learns moral/life lessons through personal experiences, and they 

choose to believe those lessons so that they may become a part of an individual’s own morals. 

For example, one of the Ten Commandments in the Bible is ‘honour thy father and mother’. A 

religious individual may learn that lesson as a result of life experiences (such as attending 

Church) but rather than the lesson being directly attributed to an individual’s religious faith or 

morals, they may believe that honouring their parents is the right thing to do as a person. Thus, 

their morals have become internalised to become a part of who they are. 

 

However, many participants noted the difficulty in obtaining a measurement of personal moral 

beliefs and religious morals they cannot be seen and are based upon faith. Therefore, 

conducting studies where personal and religious morals are measured could be an area for 

future research. 

 

6.2.5 Measurement of Religiosity 

 

6.2.5.1 Summary of Findings 

 

Most participants concluded that religiosity could not be measured. This supports previous 

studies conducted by Tanaka (2010) who concluded that religiosity could not be measured due 

to its difficult nature. However, it contradicts other studies within this field (including Feld & 

Torgler, 2007; Grasmick et al., 1991a; Grasmick et al., 1991b; Richardson, 2008; Stack & 

Kposowa, 2006; Tittle & Welch, 1983; Torgler, 2003b; Torgler, 2006; Torgler, 2012; Torgler 

and Schneider, 2007; Torgler et al., 2008; Welch et al., 1991) who all used specific measures 

to understand religiosity. Participants felt that the main reasons why religion could not be 

measured include a lack of definition of religion itself, measurement issues and social 

desirability bias. 

 

Measurement issues were the most common reason as to why religiosity could not be measured. 

Many participants thought that the concept of faith could not be measured reliably because 

faith is invisible and everyone’s relationship with religion is different as it is based on personal 

experiences. This means that similar events transpiring in two people’s lives could result in 

two different perspectives of religion and hence religiosity, creating substantial issues when 
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trying to measure this concept. This reasoning supports conclusions by the Pew Research 

Centre (2015, 2017) who highlighted a difference of opinions concerning religious 

measurement between those who believe the Bible should be interpreted literally and those 

who do not. Another reason why there could be measurement issues is the nature of different 

religions. Much research has used Christianity as its basis with the religious commitment of 

Church attendance. With thousands of religions believing multiple philosophies and using 

multiple methods of religious commitment, it can be very difficult to reliably measure religions 

as there is no one standard.  

 

Some participants expanded on the measurement issues in that there is a lack of definition of 

religion itself resulting in religion itself becoming difficult to measure. This could be due to 

the number of variables required to capture the many religions around the world. In order to 

accommodate these variables, the definitions of religion and religiosity can become vague and 

not useful (Schilbrack, 2013). Within New Zealand, the decline of religious affiliation and 

acceptability of religion has compounded this issue to the point where many participants felt 

that religion could no longer be measured accurately.   

 

Social desirability bias also became an issue in measuring religion. Social desirability bias has 

been defined by Lavrakas (2008) as the tendency to provide answers to questions that would 

be deemed to be more socially acceptable. The main consequence of this phenomena is that 

some people may be publicly pressured into giving answers they do not mean as a result of 

their perception of public expectations upon themselves. Given the sensitivity of the topic of 

religion, some participants felt that when trying to measure religion, members of the public 

may give false answers resulting in a false measurement of religion. This reinforces 

conclusions by Regnerus and Uecker (2007). Recommendations for addressing this issue 

include data collection methods that promote anonymity such as surveys; however, this may 

not be possible in all areas. 

 

6.2.5.2 If Religiosity Had To Be Measured 

 

Although for the purposes of the research question this thesis concluded that religiosity was 

too difficult to measure reliably, for some future studies religion will still need to be measured. 

Therefore, participants were also asked if they had to measure religion, how they would choose 
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to do so. Answers given include using one measurement, a combination of measurements, 

using different measures for different religions, different treatment for different research and 

creation of a religiosity scale. 

 

Some participants cited the use of one measurement in religious research with the 

overwhelming suggestion being religious affiliation. This supports previous research by Eiya 

et al. (2016), who used religious affiliation in surveys to measure religiosity with the 

religiosity-tax compliance relationship. The main reason behind this decision was simplicity 

with particular reference to surveys. Asking for a participant’s religious affiliation is one easy 

question in a survey. If any more questions were asked, although the degree of religiosity would 

be more accurate, it would take a participant more time to answer the questions and the 

researchers more time to process the data. Another reason for the support of one measurement 

is that it allows past research that has used this as a measure to be compared easily with 

current/future research. A change in measurement could produce different results and skew 

potential conclusions within this research area. However, as seen by the religiosity model 

(Figure 6.5), having a focus on religious affiliation is only part of the religiosity definition and 

thus the measurement criteria would need to be expanded. This supports previous research by 

Field (2014) who used religious affiliation statistics primarily derived from census statistics in 

the United Kingdom and concluded that this as a measure could be done. 
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Figure 6.5: Variables Influencing Religiosity 

 

Source: Adapted from Worthington et al. (2003) 

 

Overwhelmingly people suggested that if religion had to be measured, it should be done by 

using a combination of measurements. This also supports Field’s (2014) conclusion that using 

a single, unitary indicator for religion is difficult and more indicators are preferred. Many 

participants felt that the use of religious affiliation was too simplistic a measure and that other 

factors needed to be considered in order to obtain a perspective on a participant’s strength of 

religiosity. Some participants acknowledged their own personal experiences when making a 

decision as to what variables should be used. For example, a business owner who had a 

religious education felt that it should be included as a measure. 

 

The main issue with this suggestion is that although participants agreed that a combination of 

measurements should be used, there was no consensus as to which measures should be used. 

The combination of measurements varied depending upon who was asked or what religion they 

were. Despite this, a trend began to emerge that the more difficult concepts to measure such as 

‘personal trust in religion’ which are derived from a person’s direct faith, are the more accurate 

in determining a person’s religiosity status. 
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Referencing the particular issue of comparing different religious affiliations, one participant 

suggested the use of different measures within different religions and applying these to the 

creation of a religiosity scale. This reasoning builds upon the understanding that different 

religions cannot be measured on the same scale. The literature review highlighted the 

development of multiple religious scales in examining the relationship between religiosity and 

tax compliance including the WVS (Richardson, 2008; Stack & Kposowa, 2006; Torgler, 

2003b, 2006, 2012), the European Values Survey (Feld & Torgler, 2007; Torgler & Schneider, 

2007), opinion/city-wide surveys (Grasmick et al., 1991a; Grasmick et al., 1991b; Tittle & 

Welch, 1983; Torgler et al., 2008) and the development of one’s own scale to suit a situation. 

For example, Welch et al. (1991) developed a factor-based scale to represent a parishioner’s 

degree of private family-centered religious devotion as this is the independent variable of 

religiosity. In terms of the relationship between religiosity and tax compliance, further research 

needs to be conducted to determine which scale (if any) may be an appropriate method for 

measuring the relationship between religiosity and tax compliance. So far, as discussed in 

Chapter 3, the WVS has been the primary multi-variable/scale method. 

 

Further research has highlighted several religiosity scales that have not yet been used in the 

examination of the relationship between religiosity and tax compliance. These include the 

Centrality of Religiosity Scale which is designed to measure the importance of religious 

meanings in personality through measuring five theoretical dimensions of public practice, 

private practice, religious experience, ideology and intellectual dimensions (Huber, 2003; 

Huber & Huber, 2012). Other measures could include the assessment of intrinsic and extrinsic 

orientation towards religion (Maltby & Day, 1998) and the Dimensions of Religiosity Scale to 

assess an individual’s thoughts on religious behaviour, religious guidance, conviction and 

emotional involvement (DiDuca & Joseph, 1997; Joseph & DiDuca, 2007). In total over 170 

scales have been created with the intention of measuring religiosity (Cutting & Walsh, 2008; 

Hill & Hood, 1999). Further research would be required in order to assess which of these scales 

is an appropriate measurement to use in analysing the religiosity-tax compliance relationship. 

However, without an accepted definition of religiosity, this task may be difficult. Therefore, in 

order for this topic to advance substantially in the future, it is recommended that the definition 

of religiosity be addressed. 

 

Overall, the data shows there was no clear suggestion for how religion could be measured. This 

highlights the confusion in this topic area and reinforces the data from the section 6.2.5.1 which 
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states that religion is too difficult to measure accurately. Based on this, an accepted definition 

of religiosity would provide some backing needed to try and fix this issue. However as this is 

unlikely to happen, appropriate ways of religious measurement remains at the discretion of the 

researcher taking into account variables such as the method of data collection and social 

desirability bias (Hill & Hood, 1999). 

 

6.3 Chapter Summary 

 

This chapter provided an analysis of the results arising from the semi-structured interviews 

with accountants, small/medium business owners/managers and religious leaders. The first 

research question was created with the intention of establishing what participants thought about 

the topics of religion and tax compliance. Most participants believed that religion had a positive 

impact on tax compliance and thus there is a relationship between the two variables. Most 

believed that this positive relationship was important through influencing sub-issues such as 

civic duty, personal moral beliefs, culture and social norms. Despite the positive thoughts on 

the relationship between religion and tax compliance personally, many participants felt that the 

public perceived religiosity to be negatively associated with tax compliance. This conclusion 

was developed through the influencing of the sub-issues of system fairness, lack of 

understanding surrounding religion, a poor relationship with the IRD and the nature of society. 

 

Despite the positive relationship between religiosity and tax compliance, participants felt that 

this relationship had a weaker influence on tax compliance when compared with other 

variables. Civic duty, New Zealand’s PAYE system, the threat of punishment from the IRD 

and the use of an accountant had a strong positive influence on tax compliance.  Fairness of the 

current New Zealand tax system, the taxpayers’ relationship with the IRD and resource 

constraints had the strongest negative influence on tax compliance. Social norms, cultural 

influences and religiosity had a weak positive influence on tax compliance while the perception 

of the current government had a weak negative influence. The establishment of an influential 

relationship between religiosity and tax compliance remains an area for the IRD to investigate 

under their new compliance model. 

 

Almost all the participants cited intrapersonal religious commitment (the personal belief/faith 

in religion and its teaching) as the most influential part of religiosity that influences the 
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relationship of religion and tax compliance. This is expected as all other previous studies that 

explored the definition of religiosity itself have discovered this. A few participants felt that 

intrapersonal and interpersonal religious commitment worked together to influence religiosity. 

This study is different from its predecessors in that cultural influences also emerged as 

influential within the definition of religiosity. This may be due to the fact that this study has 

been conducted in New Zealand which is a multi-cultural and multi-religious country. 

Therefore, with a New Zealand context, the religiosity diagram has been modified to include 

culture within its definition. 

 

The study also found that most participants believe that religious morals and personal moral 

beliefs are two separate concepts that influence tax compliance. Reasons why include 

differences in opinion between religious beliefs and personal moral beliefs, the use of 

subconscious thinking and definition issues with religion. The most substantial issue with these 

findings was the ability to measure religious morals or personal moral beliefs. The participants 

could not suggest any method for measuring these characteristics, therefore this is an area for 

further research.  

 

Lastly, participants felt that religion as a concept is too difficult to measure. This is due to a 

lack of definition surrounding religion, measurement issues surrounding a concept based on 

beliefs that are ‘invisible’ and the influences of social desirability bias. Participants were also 

asked how they would measure religion if they had to, regardless of the previous conclusion. 

Results were varied, thus indicating uncertainty surrounding the measurement of religion. 

Suggestions included using one variable for simplicity, a combination of variables and the 

creation of a religious scale so that religions could be compared. The use of a scale would 

require further research as the literature has suggested multiple scales that could be used. 

Taking all of this information into account, Chapter 7 provides a conclusion as well as the 

limitations and implications arising from this study.    



115 
 

Chapter 7: 

Conclusions, Limitations and Future 

Research 

 

7.1 Conclusions 

 

As discussed in Chapter 1, the purpose of this thesis is adapted from Torgler (2003d, p.3): 

 

To analyse people’s thoughts of religiosity as a potential factor that affects tax morale, which 

we define as the intrinsic motivation to pay taxes, within a New Zealand context. 

 

Given the research gaps in the literature, this thesis addressed the following research questions: 

 

RQ 1: What is the public perception of the relationship between religiosity and tax compliance? 

RQ 2: How strongly does religiosity impact on tax compliance compared with other variable(s) 

influence on tax compliance? 

RQ 3: Which parts of religiosity influence components of tax compliance? 

RQ 4: Is the association between religiosity and tax compliance beyond personal morale? 

RQ 5: What do religious people perceive to be the appropriate variable(s) to measure 

religiosity? 

 

Regarding the first question, the findings indicated that participants felt that religiosity has a 

positive influence on tax compliance. However, participants did not have a consensus on how 

religiosity could have a positive influence on tax compliance. Most participants felt that 

religiosity did not have a direct influence, rather religiosity effects various sub-issues which 

led to an increase in tax compliance. The most common sub-issues were civic duty, personal 

moral beliefs, culture and social norms. A smaller group of participants felt that religiosity has 

a direct influence on tax compliance through religious beliefs. In contrast to these findings, the 

participants felt the general (non-religious) public perception is that religiosity has a negative 

influence on tax compliance. System fairness, a lack of understanding concerning religiosity, 
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relationships with the IRD and the current nature of society towards religiosity were believed 

to be reasons why this was negative. 

 

Regarding the second question, participants felt that religiosity had a weak positive effect 

compared with other tax compliance variables. This was mainly attributable to most 

participants feeling that religiosity has an influence through other variables rather than directly. 

Other weak positive variables from the data included cultural influences and social norms. The 

use of an accountant, the threat of punishment, source deduction and civic duty were identified 

as strong positive effects while fairness of the system, the relationship with the IRD, financial 

constraints and self-employment were found to have strong negative effects. Perception of the 

government was perceived to have a weak negative influence on tax compliance; however, this 

could be biased due to the General Election occurring around interviewing time. 

 

For the third question, most participants felt that the intrapersonal religious commitment that 

arises from personal religious beliefs had the greatest influence on the religiosity-tax 

compliance relationship. Religious teachings and personal religious experiences that promote 

religious beliefs were found to be the main reasons why intrapersonal religious commitment is 

important to tax compliance and other life situations. Some participants felt that intrapersonal 

and interpersonal religious commitment work together in that the religious lessons absorbed by 

the taxpayer (intrapersonal) could be reinforced by the religious community (interpersonal). 

Religious culture also emerged from the interview data with many participants noting the role 

of cultural influences within their religious community. This reflects the inclusive and multi-

cultural nature of New Zealand society which is not dominated by one religion or culture. 

Therefore, this thesis makes the recommendation that religious culture is added to Worthington 

et al.’s (2003) model on the definition of religiosity as some participants felt this was a part of 

religiosity that influences the religiosity-tax compliance relationship. 

 

Overwhelmingly, participants concluded that the association between religiosity and tax 

compliance extends beyond personal moral beliefs. This was mainly due to the belief that 

participants were able to identify separate influences from religious morals and personal moral 

beliefs regardless of the outcome as well as areas where religious morals and personal moral 

beliefs contradicted. Some participants felt that there are some situations where religious 

morals and personal moral beliefs were the same due to internalisation. Internalisation involves 

the concept that a religious individual could internalise those religious morals so that they 
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become part of an individual’s personal moral beliefs and therefore who they are. The 

difficulties in measuring religious morals and personal moral beliefs were also noted as they 

are based on faith which cannot be seen. 

 

Finally, participants felt that religiosity as a concept was too broad to measure. A lack of 

definition surrounding religiosity, measurement issues surrounding a concept based on beliefs 

that cannot be seen and social desirability bias were considered reasons why. However, no 

majority was reached. Despite these conclusions, participants were also asked how they would 

measure religion if they had to. Suggestions included using one value for simplicity purposes, 

a combination of variables and the creation of a religious scale for comparison purposes. 

However, there was no dominant concept for measurement thus highlighting the issues with 

measuring religiosity for tax purposes and reinforcing conclusions that it cannot be measured. 

 

7.2 Contribution to Knowledge 

 

This thesis is significant as it is the first study to focus entirely on New Zealand which has 

relatively low levels of religiosity. Given our religious and cultural background, there is a clear 

lack of comparison between countries (Walkey & Purchas, 1997). This study has also 

contributed to the literature that is still being developed and discovered in a relevant emerging 

field.  

 

This study is also one of the first to recognise a separation between personal moral beliefs and 

religious beliefs. A clear weakness in this field is the assumption that personal moral beliefs 

and religious beliefs are the same. This study also identifies the influence of other sub-issues 

on the religiosity-tax compliance relationship including culture and civic duty. This is the first 

study to understand that the religiosity-tax compliance relationship is a multi-faceted issue that 

the IRD should understand. This study is also one of the few that recognises the differences 

between intrapersonal and interpersonal religious commitment that were developed by 

Worthington et al. (2003). Failure to make this distinction has been a fundamental limitation 

in religiosity research (Mohdali & Pope, 2014). 

 

This thesis concludes that religious commitment within the definition of religiosity requires 

consideration of religious culture. This is a substantial contribution to knowledge in that it 
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attempts to define religiosity as a concept, an issue which prevents this area from developing 

further. Although these conclusions will require reinforcement, it is the foundation for 

recognising the reliance of culture within religion in a diverse country.  

 

This is one of the few pieces of research in this area that has used a qualitative approach in 

order to gain a deeper understanding surrounding human behaviour. Most other studies have 

used surveys using data from the WVS. 

 

This study could enhance the IRD’s understanding of the variables surrounding tax compliance. 

Given that the interviews in this study are exploring the role of other non-economic factors 

including taxpayers’ relationship with the IRD, this allows the IRD to obtain a greater 

understanding of how New Zealand taxpayers make decisions. This understanding can lead to 

the development of programmes and policy that significantly enhance the relationship between 

the IRD and taxpayers to increase tax compliance. 

 

7.3 Recommendations 

 

The insights gained by this thesis could be applied in a policy context. Many participants found 

that their relationship with the IRD had a strong negative effect on tax compliance. Research 

shows that perceptions of the government and the tax authorities are built on fairness, equity 

and trust in the authority (Mohdali, 2013). The thesis concludes that high compliance costs, a 

lack of IRD’s understanding of small businesses in particular and changing tax procedures have 

led to negative changes in people’s perceptions on fairness, equity and trust surrounding the 

IRD. In particular, many participants felt that small businesses have greater compliance costs 

than their larger counterparts leading to perceptions of unfairness. This supports previous 

research by Alexander, Bell and Knowles (2005) and Ma (2015) who argue that New Zealand 

currently has a one-size-fits-all approach to taxation. Therefore, the IRD should aim for 

regulatory simplification surrounding tax compliance as well as improve communication 

channels for businesses. This could lead to an increase of trust in the system and an increase in 

the perceptions of fairness, leading to greater tax compliance. 

 

Many participants also felt that the public perception of religion was a problem. This stemmed 

from the issue that registered religious organisations are exempt from paying taxes. Although 
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the intention of this exemption is to help organisations that are designed to help the community, 

some of the public perceive this as unfair. As the IRD needs to be focused on fairness, equity 

and trust in order to promote tax compliance, a tightening of, or further education on the current 

system may be required. The most common issue discussed where policy tightening could 

occur is the area of income earned by registered charities undertaking business activities that 

are separate from the normal operations of a charity.  

 

This thesis has also shown that the threat of punishment is still an effective means to promote 

tax compliance. On this basis, it may be effective to further educate the general public on the 

rules and regulations surrounding tax compliance and the consequences if people do not 

comply. The potential increase in penalties for tax crimes may also compel people into 

complying.  

 

7.4 Limitations 

 

7.4.1 Scope of Research 

 

The biggest limitation of this research is its scope due to time limitations. Although interviews 

were conducted throughout different industries, it would have been helpful to conduct 

interviews throughout many regional areas throughout the country. It would have been helpful 

to conduct a subsequent review after the interviews to see if time had an impact on people’s 

opinions. 

 

7.4.2 Social Desirability Bias 

 

The topics of religion and tax compliance are sensitive topics. As the questions explore the 

impact of religion on tax compliance and tax morale, social desirability bias could have had an 

influence here.  
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7.4.3 Use of Definitions/Background Limitation 

 

This thesis used Worthington et al.’s (2003) definition surrounding religiosity and this was the 

basis of some of the research and interview questions. This is a limitation as other literature on 

religiosity has not used these definitions, thus making it difficult for a true comparison of some 

religiosity-tax compliance research to be made. Religiosity as a topic is difficult as there is 

neither universal definition on religiosity nor a consensus on the best way to measure it. 

Therefore, until there are universally-accepted definitions, there is always going to be a 

background limitation in this area. 

 

7.5 Future Research 

 

As this is a relatively new and rapidly evolving topic, several areas for future research have 

been identified from this thesis. Firstly, this research has not included interviews with the 

Inland Revenue Department (IRD). Although this thesis was able to consider some of the IRD’s 

views through the compliance model and annual reports, interviews with leaders and 

employees within the IRD could have provided additional understanding. However, the IRD is 

reluctant to permit such interviews 

 

Secondly, this thesis argued that personal moral beliefs and religious beliefs are two separate 

concepts when discussing the relationship between religiosity and tax compliance. However, 

it was discovered that participants were unaware of how to measure this potential difference. 

A wide-ranging survey-based piece of research could be conducted to explore this 

measurement issue. 

 

This research has established the role of cultural influences (referred to in Figure 6.4 as 

religious culture) on the relationship between religiosity and tax compliance. Further research 

would be required (in both New Zealand and abroad) to reinforce these conclusions as well as 

to establish why culture is an important element on the religiosity-tax compliance relationship. 

However, in order for this research to occur, culture (in particular religious culture) will need 

to be defined to prevent ambiguity. As well as this, the role of social norms within a cultural 

community (particularly in a New Zealand context) on the relationship between religion and 
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tax compliance has not been covered in detail. This could potentially be done with follow-up 

interviews with participants. 

 

This research has introduced the role of various sub-issues (civic duty, personal moral beliefs, 

culture and social norms) on the religiosity-tax compliance relationship. As this has not been 

explored before, future research could consider reasons why these sub-issues are prominent. 

Subsequent research would also be required to substantiate this thesis’s conclusions. 

 

Out of the twenty participants, only two had been previously audited by the IRD. These 

experiences are influential on future compliance decisions. The influence of previous auditing 

experiences in New Zealand would make for a useful research topic. 

 

Lastly, this research highlighted a contrast between religious people’s perspectives on the 

religiosity-tax compliance relationship and what they perceive are non-religious people’s 

perspectives on the religiosity-tax compliance relationship. Therefore, an area for future 

research would be interviewing non-religious people on their opinions on this relationship. The 

inclusion of non-religious people in a secular country such as New Zealand could give an 

additional insight into the entire nation from a religiosity-tax compliance perspective rather 

than just religious individuals’ opinions. 
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Appendices 

 

Appendix 1: Human Ethics Approval 
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Appendix 2: Compliance Scenarios 
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Appendix 2: Compliance Scenarios 
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Appendix 3: Information Sheet 
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Appendix 4: Consent Form 
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Appendix 4: Consent Form 
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Appendix 5: Interview Questions for Taxpayers 



130 
 

Appendix 5: Interview Questions for Taxpayers 
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