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SUMMARY

An Empirical Study on Taxpayer Perceptions
of Fairness

Jeong—Keun, Hur
Dept. of Business Administration
The Graduate School of

Cheju National University

The issue of fairness in taxation has been perceived as an important goal
of a tax system from a long time ago. Many people agree that tax systems
should be fair, which is evident even in the regulations on taxation by Adam
Smith.

Therefore, the objective of this paper is to find the level of perception of the
tax system in view of behavioral sciences and to promote taxpayer compliance as
a result of operation fairness of the tax system.

The standards of taxpayers perception of the tax system may vary and bring
pressures to social and psychological situations and to the interests of different
groups. However, management of the tax systems with the concurrence of the

majority of taxpayers, both morally and philosophically, will benefit the



nation enoumously.

Sampling five autonomous variables on taxpayer perception of fairness of
taxation, I tried to analyze their influences on the fairness in income structure.
Demographical variables were selected in three environmental variables. Four
hypotheses were established.

First, let us see the level of perception on influential factors as to the fair-
ness of taxation. According to the arithmetical mean, irrespective of demogra-
phic variables, the degree of imbalance in income types, or the amount of tax,
the tax law is perceived as extremely complicated. However, differences ap-
pear depending on demographical variables.

It is found that people over 30 years old, those whose income exceeds 10
million won per annum including tax, those engaged in private companies,
those who have worked more than 10 years in a row, find that taxes are high.

Also, income earners over 10 million won, those engaged in private companies,
those who don't trust the tax law, perceive the government benefits poor. Also,
those who are engaged in the private sectors are comparatively more eager
to avoid paying tax and their perception of the level of complication of the
tax law higher than those who are engaged in the public sector.

Second, regardless of demographic factors, the level of fairness perception
of income tax seems to be average, but the level of fairness perception of the
tax structure seems to be low. However, demographic variables can make
slight differences. The income earners over 10 million won per annum, those
engaged in private companies, people with low knowledge on tax affairs have
a relatively poor perception of fairness of income tax. The level of perception
of unfairness of income structure appears comparatively higher with income

earners over 10 million won, those engaged in private campanies, and people



with high knowledge of tax business.

Third, the less the tax is and the lower the level of unfairness in income
types, the more fair the taxpayers perceive the income tax. Also the less
amount of tax is and the more the government benefits are, the more fair they
perceive the income structure.

Fourth, let us the perception by academic careers on the influences on fairness
in income tax from influencing factors on fairness of income tax. College
graduates perceive the lower the amount of tax is, the more fair the income
tax. They also perceive the tax law as more complicated. High school graduates
think the income tax is more fair when the level of perception on the disparity
of income types is lower.

The limits of this research include a limit in measuring variables of quality,
which is inevitable in the surveying method in positive analysis, the problem
of representation due to the limited surveyed area of Cheju, and a limit of
generalization, especially since the features of social and cultural differences

were not considered as variables in the models of this study.
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1) B. Bradley, The fair tax. New York : Pocket Books, 1984.
2) B. R. Jackson & V, C., Milloron, “Tax Compliance Research : Findings, Problems, and Pros-
pects,” Journal of Accountion Literature, 1986, pp. 125— 165.
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4) E. Walster, E. Berscheid & G. W. Walster, “New Directions in Equity Research” Journal of
Personality and Social Psychology, Feb., 1973, pp. 21—43.
T. S. Adams, “Toward and Understanding of Inequity”, Journal of Abnormal Social Psychology
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