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ABSTRACT 

This dissertation introduces to the tax evasion literature self-control theory 

(Gottfredson and EBrschi 1990), a general theory of crime which explains criminal 

preferences using socio-psychological constructs, and regards specific criminal acts as 

manifestations of self-interested behavior. Self-control theory postulates that individuals 

with the least self-control will have the greatest preference for criminal behavior. By 

measuring those personality traits which indicate self-controL it may be possible to identify 

an enduring propensity towards law-abiding or criminal behavior. When combined with 

knowledge of an mdividual's decision-making ability and current opportunity, self-control 

theory is a general theory of crime. 

Self-control theory was used to develop research questions concerning the causes 

of tax evasion. A survey instrument was designed to address these questions, which was 

administered to two groups of taxpayers. The results suggest that measures of self-control 

are usefiil in explaining evasion, and that tax evaders are most easily identified by their 

propensity to engage in other criminal or imprudent activities. Opportunity is useful for 

explaining the type of evasion committed, but not for discriminating between evaders and 

compilers. Since self-control theory appears applicable to the evasion problem, it provides 

accounting researchers with an enhanced understanding of the causes of evasion. For 

criminology, empirical support for self-control theory in the area of tax evasion 

demonstrates robustoess, supporting its claim to being a general theory of crime. 



CHAPTER 1 INTRODUCTION 

The IRS estimated the gross income tax gap for the year 1988 to have been $87.1 

billion, inchiding $64.3 billion due from individuals and $22.1 billion due from corporations 

(1988,1). Underreported income is the largest source of noncompliance (60%); 

overstatement of deductions is of lesser economic importance (16%) (Steuerle, 1986). 

Evaders often have a primary mcome source that is directly reported to the I.R.S. and a 

secondary source (moonlighting) that is not. 

Because of its frequency and economic importance, tax evasion has been the subject 

of numerous studies. Evasion research lies at the intersection of two applied disciplines; 

criminology and accounting. Because most criminology has its antecedents in sociology, 

whereas accounting draws mainly on economics and finance, the two disciplmes have 

approached the act of evasion in apparently different ways. Positivist criminology has 

viewed the criminal as the product of powerful socio-psychological forces and placed little 

emphasis on the economic components of criminal behavior. Economics has largely viewed 

evasion as a rational choice by homo economicus, explaining crime as a fimction of the value 

and probability of state-outcomes and ignoring the socio-psychological forces that mold 

preferences for evasive or compliant behavior. 

An individual who earned taxable income has a choice of compUance or evasion. 

Compliance may be simple or diflScult based on occupation and sources of income. The 

largest group of taxpayers do not itemize deductions and substantially all of their income is 

subject to withholding. This group can comply with little cognitive effort, may obtain 
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preparers' services at low cost, or allow the Service to calculate the tax. In comparison, 

those taxpayers who must calculate and self-report income may mcur a significant burden 

in complying, ^\llich requires the tnaiatenance of proper receipts and records in addition to 

filing the return. 

Some salient differences exist between evasion and other crimes. All persons wrtJi 

taxable income are faced with deadlines requiring them to periodically file a return. The 

prospective offender feces an mstitution that demands that he self-assess a cost and then pay 

it. The tax remittance is fi-equently significant, cannot be easily ignored or delayed, and may 

be difiScuk to correctly calculate. Whereas, criminals may use illicit opportunities to solve 

financial problems, the requirement to make a return may be the source of financial crisis for 

those who did not adequately plan ahead. It makes the possibility and benefit of evasion 

especially salient. 

Detection of tax fi^aud has some significantly different aspects fi"om that of other 

crimes. All taxpayers, compliers and evaders, are subject to audit. The act of filing places 

the retum in the system where it can be compared to multiple discriminant analysis profiles. 

Most audits are directed at those with a high conditional probability of noncompliance, but 

are usually faiitiated without complainant or direct observation of suspicious behavior. 

Audits may be most similar to the Saturday night roadblock which tests the innocent as well 

as the guilty. 

This dissertation introduces to the tax evasion literature self-control theory 

(Gottfi-edson and Hirschi 1990), a general theory of crime which explams criminal 
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preferences using socio-psychological constructs, and regards specific criminal acts as 

manifestations of self-interested behavior. Self-control theory postulates that individuals 

with the least self-control will have the greatest preference for criminal behavior. By 

measuring those personality traits which indicate self-control, it may be possible to identify 

an enduring propensity towards law-abiding or criminal behavior. When combined with 

knowledge of an individual's decision-making ability and current opportunity, self-control 

theory is a general theory of crime. 

Self-control theory was used to develop research questions concerning the causes 

of tax evasion. A survey instrument was designed to address these questions, which was 

administered to two groups of taxpayers. The results suggest that measures of self-control 

are useful in explaining evasion, and that tax evaders are most easily identified by their 

propensity to engage in other criminal or imprudent activities. Opportunity is usefiil for 

explaming the type of evasion committed, but not for discriminating between evaders and 

compilers. Since self-control theory appears applicable to the evasion problem, it provides 

accounting researchers with an enlianced understanding of the causes of evasion. For 

criminology, empirical support for self-control theory in the area of tax evasion 

demonstrates robustness, supporting its claim to being a general theory of crime. 

The remainder of the dissertation is organized as follows. Chapter 2 reviews the tax 

evasion literature. Chapter 3 describes self-control theory, reviews its empirical support and 

develops the research questions. Chapter 4 presents the research design and data analysis. 

Chapter 5 summarizes the empirical results and discusses the implications of the research. 
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CHAPTER 2 TAX EVASION LITERATURE REVIEW 

Tax evasion researchers, like other criminologists, hold diverse beliefs as to the 

fiindamental causes of crime. Positivist theories of crime consider only the preferences of 

criminals, particularly how societal influences determine criminality. These theories place 

little unportance on how diflferences in cognitive abilities and opportunity affect the 

commission of crimes. The classical tradition mcludes control theories and crimmological 

and economic rational choice theories. These classical theories attend to preferences, 

cognitive abilities and opportunity, but generally do not attempt to explain the origms of 

preferences for criminal behavior. The literature review is divided into three sections. 

Section I provides brief explanations of positivist criminological theories which have been 

applied to tax evasion. Section 2 reviews research which has investigated evasion using 

criminological and economic self-interest theories. Section 3 presents demographic findings 

fi"om survey research. 

2.1 Evasion Research Based on Positivist Criminological Theories 

This section reviews three areas of research which have tested explanations of tax 

evasion based on societal influences: 1) Financial strain, 2) differential association, and 3) 

fiscal psychology. Each focuses on how individuals acquire preferences for evasive or 

compliant behavior. The gap between acquiring a propensity to evade and actually evading 

has either been ignored or its importance downplayed. Because much of the research is 
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broad in scope, the discussion concentrates on those portions relevant to the proposed 

study. 

Strain 

Strain theory began with the work of Merton (1957), who traced much of his 

intellectual heritage to the structuralist sociologist Emile Durkheim (1933). Accordmg to 

Merton. society establishes legitimate goals which are unattamable to certam sub-groups 

(social classes), if their actions conform to societal norms. The resulting gap between 

desired ends and approved means leads to strain. When society values ends (economic 

success) over conformity to its norms, those norms will no longer have the power to 

regulate behavior. The pursuit of desired goals by expedient, but socially proscribed means 

is the result. 

Strain theorists have hypothesized that reduced circumstances or failure to achieve 

expected economic success induce foancial strain (a psychological state) in the low-income 

tax-payer. Since wealth is valued so highly by society, the norms that should produce 

taxpayer compliance are inadequate to prevent evasive behavior. 

Tax evasion research has yielded mixed results with respect to the empirical validity 

of strain theory. Low income was shown to be a predictor of evasion by Mason and Calvin 

(1978). However, a national survey of Swedish taxpayers (Vogel 1974) found that 

improvement m financial status caused increased tax evasion. Another survey of Swedish 

taxpayers (Wameryd and Walerud 1982) found no relationship between financial strain and 

evasive behavior. 
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Webley et aL (1991) report a series of economic experiments designed to test 

whether differences in absohite and relative income affect evasion. Subjects were endowed 

with income and mformed of their supposed financial status as compared to other subjects. 

At issue was whether strain is produced by actual low income, or by perception of economic 

failure as compared to one's peers. The authors were unable to demonstrate that evasion 

was related to either actual or perceived income levels. 

Researchers have attempted to demonstrate that conflict between unattamable 

economic goals and behavioral norms leads to strain which is resolved by evasion. Although 

some supporting evidence has been obtamed, two criticisms can be directed towards strain 

research. First, it fails to account for the largely law-abiding behavior of the poor or those 

in recently reduced circumstances. Second, little attention has been paid to demonstrating 

that evasion is the forced result of a crisis as opposed to being a self-willed choice made in 

response to economic need. 

Group Influence and Differential Association 

Differential association (Sutherland 1939), is a criminological application of symboUc 

interactionism (Burrell and Morgan 1979) that asserts that explanations of social behavior 

are found in learned attitudes, beliefs or values. Both motive and criminal technique are 

acquired through the process of association with criminals and variation m criminality is 
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explained by differential association. According to Hirschi's (1969, 11) interpretation of 

differential association: 

A person simply learns to become a crimiiial in much the same way he leams 
to play a violin or develops a taste for peanut butter. 

Tax evasion research has investigated the importance of peer influence on taxpayer 

behavior. Spicer and Lundstedt (1976, 296) conjectured that: 

[H]uman behavior in the area of taxation as elsewhere is affected by norms; 
that is by what an mdividual feels is good or bad behavior. Norms are 
acquired or mtemalized through social mteraction [with peer groups]. 

Spicer and Lundstedt found some support for the differential association hypothesis 

in a survey of Ohio taxpayers. They report that the taxpayers most likely to evade also 

knew the greatest number of other evaders. Wallschutzky's (1984) survey revealed that 

evaders knew more fellow evaders than did compliers. but could not demonstrate that 

evaders were influenced by their peers. A subsequent study by Hite (1988a) replicated 

Wallschutzky's findings. Hite (1988b) also experimentally manipulated the amount and 

frequency of evasion described in a series of scenarios that was read before subjects 

reported hypothetical mcome. Reporting decisions were not affected by peer influence. 

although past tax evasion and attitudes condoning evasive behavior were correlated with 

evasion. 

Fiscal Psychology 

Research in economic psychology traces its origin to Katona (1951). He postulated 

a dynartric model in which personality characteristics could be shaped by economic events. 

Changes in attitudes and beliefs would m turn affect preferences for economic phenomena. 
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The usual causal order in which preferences are antecedent to choice became a loop m 

which economic outcomes could alter preferences. Strumpel (1972) developed a similar but 

more complex model wdiich focuses on tax evasion. Strumpel coined the phrase "tax 

mentality" to denote the different national norms concerning evasion that are shared alike 

by tax enforcers and taxpayers and which result in cross-national differences in evasion 

rates. 

Fiscal psychology research has tested a variety of hypotheses which relate attitudes 

and behefe about the fairness and effectiveness of the tax system to acts of evasion. When 

taxpayers believe they pay more than similarly situated or wealthier individuals, the resulting 

feelings of inequity may lead to evasion. Porcano {1984). using a case based on a fictitious 

country, found that taxpayer need and ability to pay were the most significant variables 

related to perceptions of a fair tax system. Porcano (1988) in an exploratory survey 

identified 3 variables out of 17 which were usefid in explaining propensity to evade; 1) 

honesty. 2) opportunity, and 3) beUef that certain types of taxpayers received favorable 

treatment. 

Fiscal psychologists have posited diat fairness perceptions and hence evasion are also 

related to taxpayers' beliefs about how tax revenue will be used and distributed by the 

government. Aim et al. (1993) report a series of experiments that demonstrated a greater 

willingness to comply when the student participants selected an expenditure program 

themselves and the program had widespread approval. 



Vogel (1974), in a Swedish survey, tested the "exchange hypothesis" which predicts 

that evasion is affected by whether taxpayers believe that their taxes are being used 

appropriately. He reports that those taxpayers whose economic status had deteriorated 

were more disaffected by their tax burden, but those who reported improvement were more 

likefy to admit to evasion. There was no relationdiip between dissatisfaction and propensity 

to evade. 

Dean et al. (1980) reported that a perceived lack of fairness was a major cause of 

evasion. However, Millirnn and Toy (1988), using the same variables, found that 

perceptions of faimess explained only 28 percent of the variance in decisions to evade or 

comply. Lewis (1979), Mason and Calvin (1978, 1984) and Yankelovich et al. (1984) failed 

to demonstrate a significant link between attitudes about faimess and self-reported evasion. 

Lewis (1979) reports an extensive survey of British taxpayers' fiscal knowledge and finds 

that the most reliable predictor of individual tax attitudes is the amount of taxes paid. Those 

with the lowest tax burden were the most satisfied. Taxpayers displayed little knowledge 

of how taxes were used and did not attempt to equate taxes paid with government services 

rendered. 

Wallschutsky's (1984) survey attempted to identify differences between known 

Australian evaders and a demographically matched control group. Among the explanations 

tested were two equity variables: (I) The perceived faimess of the tax/service exchange, and 

(2) the perceived oppressiveness or ineffectiveness of the tax administration. Results failed 
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to support either h>pothesis as an explanation for evasion. Wallschutzky, as well as Vogel 

(1974) both found that opportunity was the most powerful variable in predicting evasion. 

The results obtained by fiscal psychology research has been mixed. Most survey 

respondents dislike the tax system; however it has not been demonstrated that perceived 

inequity causes evasion. 

2.2 Self-Interest Theories 

The self-interest approach to analyzing criminal behavior traces its roots to the 

classical criminology of Cesare Beccaria (1764/1963) and Jeremy Bentham (1789/1970). 

These social philosophers argued that punishment should be certain, swift and severe 

enough to deter crime. People were believed to be mfluenced by fear of the sanctions 

associated with apprehension and incarceration. The popularity of the classical approach 

was reduced by the growth of Twentieth Century positivist criminology which explained 

crimes using causes other than self-interest. Positivists stressed the exogenous causes of 

crime and rehabilitation of offenders. The late 1970's saw a resurgence of interest m the 

classical approach by a new generation of criminologists spurred by a disenchantment with 

the ability of strain, differential association and other theories to provide conclusive findings 

that social class and other group variables were associated with criminality. 

The effect of sanctions on criminal behavior has been a central topic in modem 

criminology since the publication of Gibbs (1968), Tittle (1969) and Jensen (1969). These 

early surveys focused on the certainty and severity of punishment in deterring crime. Gibbs 



(1968) and Tittle (1968) reported inverse relationships between the certainty of punishment 

and aggregate crime rates. Jensen (1969) found a similar relationship between perceived 

risk of sanctions and self-reported juvenile deUnquency. 

Whereas, initial studies emphasized only legal penalties, subsequent researchers have 

mvestigated the effects of the less formal sanctions used by society to punish wrongdoing 

(Meier et al. 1984; Williams and Hawkins 1986, 1989). Informal sanctions include pubUc 

vilification or ridicule, ostracism fi-om community activities, and parental disapproval. The 

effectiveness of informal sanctions on crime is dependent on mediating socio-psychological 

uihibitions such as shame, embarrassment and guilt. 

While the deterrent effect of sanctions, both formal and informal appears to account 

for a significant portion of the variability of criminal activity, it is an incomplete explanation. 

Coleman (1990, 10), m discussing the applicabiUty of deterrence theory to white-collar 

crime, states: 

By itself the failure of deterrence...can be explained because it...provides 
only half an answer to the problem of why someone commits a white-collar 
crime. A theory of deterrence must be combined with some notion of what 
motivates people to commit a crime in the first place, and m most cases 
classical theory is used to supply the answer. 

Today rational choice and social control criminologists (discussed in Chapter 3) 

have revived the classical assumptions of self-interest, punishment and social-control. These 

theorists propose a reasoning criminal who decides to commit a criminal act after weighing 

the costs and benefits. He is an autonomous decision-maker who evaluates mformation 

about the risk of apprehension, the expected punishment and the value of the criminal 
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activity. However, what is covered under the umbrella of rational choice m crimmology is 

much broader than that which is considered rational in economics. In criminology the term 

embraces much of what would be classified as theories of bounded rationality or 

contingency theories of decision-making. The key assumptions are that man is an 

autonomous self-interested actor, who seeks to make wel&re improving choices within time, 

ability and mformation constramts. 

Self-interest theories of crime can be divided itito those which postulate the 

descriptive validity of the subjective expected utility model (Savage 1954/1972) and those 

that view the oflfender as a satisficer (Simon 1953). Both branches see the oflfender as a 

self-interested person seeking to improve his welfare based on available skills, wealth and 

opportunities. Both predict that offenders are likely to be those who gam the most while 

hazarding the least. 

Criminological rational choice researchers tend to regard crime as the illegitimate 

equivalent of labor force participation or work. This being so, the decision to engage in 

crime is assumed to have the same properties as the decision to engage in any other income 

producing occupation. Crime is asserted to have typical career characteristics (e.g. 

specialization and professionalism), can be a realistic source of lasting income, and its 

participants respond to fluctuations in risk created by the market. Ehrlich (1974) discussed 

a continuum of offender's risk attitudes, postulating that some oflTenders are risk-averse, 

some risk-neutral and others risk-seeking. The more risk-averse the offender, the more likely 



he win pursue legrtimate activity. The more risk-seeking the offender, the more likely he will 

pursue criminal activity as a full-time pursuit. 

The economics Uterature has provided a separate set of studies which incorporate 

the severity and certainty of legal sanctions into a more general economic analysis of crime. 

While all deterrence research assumes self-interested behavior, the economics based research 

adopts the more rigid assumptions of utility maximizing behavior, market equilibrium, and 

stable preferences (Becker 1976). He asserts that these three assumptions should be used 

"relentlessly and unflinchingly" to study crime. Becker (1968, 170) views "crime" as an 

industry with market participants and states that the term is meant: 

(T]o cover all violations, not just felonies-like murder, robbery and assault, 
which receive so much newspaper coverage-but also tax evasion, the so-
called white collar crimes, and traffic and other violations. 

The tax evasion research reviewed in this section can be divided along 

methodological, as well as theoretical, dimensions. Criminological deterrence theory has 

its origins m sociology, uses mostly qualitative models, and has generally been tested using 

survey data. Criminological rational-choice research uses both qualitative and quantitative 

models, has been tested using survey and experimental data, and can be viewed as a 

successor to criminological deterrence. Economic deterrence theory uses quantitative 

models and has been tested manily by analytical and experimental methods. 

The Effect of Deterrence on Tax Evasion 

Schwartz and Orleans (1967) performed one of the earliest tax evasion experiments. 

They tested whether a formal threat of sanctions or an appeal to internalized norms was 
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more effective in deterring evasion. Participants were randomly assigned to one of two 

treatment groups. The effect of a persuasively worded appeal to conscience was compared 

to a reminder of the penalties for tax evasion on reported adjusted gross income (AGI) and 

tax liabilities. Both groups reported increased AGI and tax liabilities as a result of the 

treatments, with the appeal to conscience having the greater effect. Schwartz and Orleans 

conchide that tiireats of formal sanctions are not as eflfective a deterrent as informal appeals. 

Subsequent tests of deterrence theory have generally confirmed the effects of formal and 

informal sanctions, although the evidence is inconclusive as to which type is more effective. 

Tittle (1980) conducted a survey investigating the deterrent effects of various types 

of crimes and sanctions. Interpersonal sanctions, including loss of respect of peers and the 

community, was a stronger determinant of intention to evade than perceptions of the 

chances of arrest. Tittle concludes that while most individuals seldom contemplate deviant 

behavior, when they do they are deterred by fear of losing the respect of their fiiends and 

relatives. 

Klepper and Nagjn (1989) performed an experiment in which subjects estimated the 

probability of detection and prosecution for a evasive act to be performed by a hypothetical 

taxpayer and then indicated the likelihood that they would evade in a similar situation. They 

found a strong inverse relationship between belief in the probability of sanctions and 

likelihood of evasion. 

Researchers at the Universit>' of Oklahoma have reported tests of deterrence theory 

based on an annual series of face-to-face interviews. Scott and Grasmick (1981) found 



inverse associations between propensity to evade and (1) fear of legal sanctions, (2) fear of 

social stigma; and (3) expected level of guilt, thus supporting the deterrent effects of both 

formal and niformal sanctions. 

The Oklahoma annual survey has also examined the differential effects of certain 

sanctions on various crimes. Grasmick and Scott (1982) found that the threat of legal 

sanctions and social stigma have similar deterrent effect on tax evasion and petty theft but 

greater effect on grand theft. Expected level of guik had less effect on evasive behavior than 

on either petty or grand theft. Grasmick and Bursik (1990) examined the differential effect 

of informal and formal sanctions on tax evasion, theft and drunk driving. The threat of 

shame had a greater inverse relationship with evasion and drunk driving than legal sanctions. 

Legal sanctions were the most important deterrent to theft. The effects of embarrassment 

were not significant for these crimes. Grasmick et. al (1989) examined the effect of religion 

on tax evasion. They reported that fi^equency of church attendance and strength of 

identification with an organized reUgion was negatively correlated with evasion. 

The sample for an experiment reported m Thurman (1989) was dravm fi^om the 

participants in the University of Oklahoma annual survey. The results of this experiment 

were generally consistent with deterrence research using survey methods. Audit rates, 

penalty amounts, and length of prison sentence were all negatively associated with 

propensity to evade. However, the threat of mformal sanctions did not have a deterrent 

effect on tax evasion. 



Tax Evasion as a Rational Choice: Criminological Research 

Tax researchers have broadened the scope of self-interest models of crime by 

examining the effects of rewards as well as penalties and considering the risk preferences 

and decision-models of compUers and evaders. Risk attitude was measured by askmg 

whether participants buy lottery tickets (Friedland et al. 1978;Porcano 1988). However, 

neither study showed a significant relationship between evasion and risk attitude. In a large 

scale national survey, no relationship was found between fear of apprehension and 

compliance (Yankelovich et al. 1984). Casey and Scholz (1991). report a tax experiment 

that examines how ambiguity in probability estimates affect risky decisions. They found that 

ambiguity aversion occurred when the loss amount or probability of loss was small and 

ambiguity seeking occurred when the loss or probability of loss was large. 

Criminological researchers have also viewed the propensity to evade as a fimction 

of whether fraud is viewed as resulting in gain or avoidance of loss. By extending Prospect 

Theory (Kahneman and Tversky 1979) to evasion, the hypothesis was developed that those 

who are due a refimd (gainers) are less likely to evade than those with a liability (losers). 

This assumes risk avoidance by winners and risk seeking by losers. The hypothesis that 

those taxpayers m a refund due position are more likely to comply than those with a liability 

has been supported experimentally (Schepanski and Kelsey 1990; White et al. 1993: 

Dusenbury 1994; Spicer and Hero 1985) and with the Taxpayer Compliance Measurement 

F*rogram (TCMP) data (Chang and Schultz 1990). 
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Some rational choice theorists including Comish and Clarke (1986) have explored 

the necessary environmental conditions for crimes to occur. Situational opportimity 

variables of interest include accessibility and proximity of the target (Hough 1987). 

Taxpayers opportunity to evade varies widely. Self employment income and other mcome 

not subject to withholding creates greater opportunity for evasion. Non-itemizers have little 

opportunity to overstate deductions. With the exception of Mason and Calvin (1978) 

surveys have consistently found that respondents with opportunity to evade are more likely 

to admit underreporting of income (Groenland and Van Veldhoven 1983; Mason and Lowry 

1981; Porcano 1988). Wallschutzky (1984) demonstrated a significant difference in 

opportunities between the evader and non-evader groups in the Australian survey. Forty-

three percent of the convicted evaders were self-employed as compared to only 13 percent 

of the compUers. Robbens et al. (1990), reports an international experimental study in 

which opportunity to understate income and overstate deductions was manipulated. 

Subjects with greater opportunities to cheat were significantly more likely to evade and their 

evasions were larger than the subjects with low opportunity. 

Tax Evasion and Economic Deterrence 

Allingham and Sandmo (1972) developed an economic analysis of evasion using a 

state-preference model in which risk averse taxpayers created an optimal portfolio of riskless 

(reported) and risky (unreported) mcome. In their basic model, income, audit probability 

and penalty structure were all determined exogenously. Actual taxable income was known 

by the taxpayer but not by the tax service. The general result was that taxpayers can 
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maximizK utility by underreporting income as long as the expected penalty was less than the 

tax due on reported mcome. 

Subsequent research has provided fiirther results consistent with deterrence theory. 

Scrinivasan (1973) and Clotfelter (1983) relaxed the flat tax assumption and Christiansen 

(1980) examined the relative eflfects of certainty and severity of the legal sanctions. In each 

study increasing the probability of detection and severity of penalties increases compliance. 

Responding to criticisms that evasion is strategic and that parameters such as audit 

rates and penalties should be set endogenously, researchers have turned to game-theoretic 

and principal-agent models. Using a game-theoretic approach with fixed penalty rates, 

Reinganum and Wilde (1986) developed an equihbrium audit strategy in which compliance 

increased if the taxing authority could deviate fi-om its announced audit poUcy after 

taxpayers reported mcome. Graetz et al. (1986) used a Nash equilibrium fi-amework with 

two levels of income to show that levels of fines are indeed related to compliance rates. 

The principal-agent models focus on the agency relationship that arises when the 

principal (IRS) is unable to observe the private information of the agent (taxable income) 

without costly observation. The taxpayer attempts to minimize the total costs of taxation 

which include those associated with record keeping, return preparation, audits, and taxes 

paid. 

The efiBcacy of assigning taxpayers to demographically homogeneous audit classes 

as a means of identifying evaders has been fi"equently examined by this literature. 

Reinganum and Wflde (1985) developed a single period model m which the use of a cut-off 
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auditing strategy was pareto superior to a random strategy. Within a demographically 

homogenous group of taxpayers, the strategy of the taxing authority should be to audit 

those with the lowest mcome reports. They suggest that this cut-oflf strategy will ex-post 

enhance horizontal equity since those taxpayers with identical incomes will be audited with 

equal certamty. Similarly. Scotchmer (1987) identifies a taxpayer's audit class as a signal 

of true income correlated with such observables as profession, age and gross income. The 

taxing authority's optimal enforcement policy was found to be to audit low mcome reporters 

within a class with a greater probability than high reporters. 

Limited access to IRS archival data sets has inhibited econometric mvestigations of 

rational-choice hypotheses. Most studies have used data from the TCMP constructed by 

the IRS and made available for scholarly research. However, the TCMP data includes only 

tax returns, IRS estimated income and 3-digit zip codes. Witte and Woodbury (1985) 

assessed the effect of audit rates and other enforcement activities by combining the TCMP 

data with an audit file that contains socioeconomic characteristics of the zip code area, 

estimates of voluntary compliance levels for 1969 returns and audit rates per thousand 

retums and rates of other enforcement activities. However, this merging strategy using 

highly aggregated data did not produce significant resuks. Tauchen et al. (1993) used 5-

digit zip codes to merge 1979 TCMP data with 1980 census data and audit rates from IRS 

district oflBces. They found Innited support for the deterrence hypothesis that audit rate is 

positively associated with compUance levels. 
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2^ Demographic Characteristics 

Early criminological research, including tax evasion, was hampered by the lack of 

accurate knowledge of the demographic characteristics of offenders. It was impossible to 

rigorous)^ test theories wiiich claimed that societal influences determined criminality against 

those that acknowledged the importance of mdividual differences. More recently, the 

perception that crime is a major national problem has made available fimds for the 

accumulation of large and well-designed data bases. During the early 1970s the IRS 

constructed a model of factors affecting taxpayer compliance related to voluntary filing, 

accurate assessment of taxes owed and fiill payment of tax liability. The IRS list compfled 

64 variables which had been considered potential compliance factors in evasion research. 

Included m the list were standard demographic and socioeconomic variables like age, sex, 

education, income level home ownership and intergenerational mobility along with 

attitudinal measures of faimess and perceived risk of detection. 

Jackson and MilUron (1986) reviewed 43 studies which incorporated 14 

demographic variables, finding Uttle consistent explanatory power except for age and sex. 

Older taxpayers and females evade less fi-equently (Tittle 1980; Vogel 1974; Mason and 

Calvin 1978), a resuh consistent with most criminological studies (Gottfredson and FCrschi 

1990). 

Horowitz and Schneider (1992) performed a secondary analysis using data fi-om the 

1987 Treasury Department Opinion Survey. Logistic regression showed that older people 

are less likely to evade and more likely to condone tax cheating. Men were more likely to 
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underreport taxable income and to tolerate unlawfid tax deductions. Women were more 

tolerant about cutting comers if the question included items that indicated the taxpayer only 

did so to make ends meet. The authors concluded that their findings support GotCfredson 

and HQrschi's (1983) contention that age is strongly correlated with crime. 

Weisburd et al. (1991) is the result of a comprehensive Yale University study 

initiated by Congressional request to describe and classify white-collar criminals and crime. 

The researchers were given access to presentence investigation reports of convicted federal 

offenders. Eight offense categories were reviewed mcluding tax violations. Profiles of 

typical offenders and offenses were developed. Three specific felony tax violations were 

inchided in the sample; willfiil evasion of taxes owed, failure to file required taxes, returns 

or documentation and filing false returns. Most of the offenses in the sample were simple 

feihores to report mcome and the amount of taxes owed was not large, as compared to other 

white-collar offenses studied. 

Weisburd et al. (1991) found that convicted evaders typically have troubled pasts, 

are more Ukely than members of the general public to have prior criminal records and are 

often charged with evasion as a resuk of related criminal activity. Often tax proceedings are 

used as a means of convicting alleged criminals whose primary activities are a source of 

unreported income. One-fifih of evaders were prosecuted for unreported illegal income 

fi-om drug sales, embezzlement, and bookmaking. 

If not concurrently committing other offenses evaders are still likely to possess a 

prior arrest record with 37% having prior convictions. The prior offenses are often, but not 



always, of a financial nature. Weisburd et aL report that other offenses include wife-

beating, drunk and disorderly conduct, and performing illegal abortions. Some differences 

exist between the convicted evader and other criminals: They are often college educated, 

have steady employment and own homes. Unlike most other criminals they are likely to 

possess significant financial resources. Then- median assets of $49,500 and liabilities of 

$23,500 for evaders, refutes the perception that evasion is caused by extreme financial need. 

White-collar criminals are also less likely to have long or serious criminal records than other 

felons. 

2.4 Summary of Tax Evasion Literature 

The literature discussed in this chapter encompasses a wide range of views 

concerning the origins of crime. Stram theory views crime, including evasion, as the 

individual's response to the imposition of unachievable goals by society. When economic 

success is valued above all else, those who are unable to achieve their goals through legal 

means tum to crime. Differential association treats crime as a learned behavior. Criminals 

are believed to be socialized into a subculture where the norms of the larger society do not 

appty and where acts generally considered deviant are met with approval. Both stram and 

differential association theorists view crime as the product of social forces and ascribe little 

importance to individual differences. Thus they are unable to explam the criminal or lawfiil 

choices made by socially or economically similar taxpayers. Likewise, fiscal psychology 

research has had Uttle success in explaming evasion as a flmction of the perceived fairness 



of the tax system. The lack of explanatory power possessed by these theories appears due 

to their attributing evasion to a single cause. 

Theories which incorporate self-interested decision-making and opportunity offer 

a more complete explanation of evasion. Deterrence and criminological rational choice 

research has achieved better results than positivist criminology by explaining variations m 

evasion as a fimction of perceived risks and rewards. Both formal and informal sanctions 

have been widely shown to deter evasion, with the bulk of the evidence indicating a greater 

effect for informal sanctions (e.g.. Schwartz and Orleans 1967; Tittle 1980; Grasmick and 

Scott 1982). Research has also shown that taxpayers with mcreased opportunities to 

underreport mcome or overstate deductions are more likely to evade (e.g., Wallschutzky 

1984; Porcano 1988). Consistent with Prospect Theory (ICahneman and Tversky 1979) 

those due a refiind have been found to be less likely to evade than those with a tax due (e.g., 

Schepanski and Kelsey 1990; Chang and Schultz 1990). Economists have utilized state-

preference theory to demonstrate that evasion is an optimal response as long as expected 

penalties are less than the tax due (Christiansen 1980; Clotfelder 1983). Agency models 

have shown that the IRS can maximize revenue by separating taxpayers into homogeneous 

groups and auditing those who report the lowest income (Reiganum and Wilde 1985; 

Scotchmer 1987). 

The considerable evidence supporting the role of self-interested behavior in 

explaniing evasion notwithstandmg, rational choice research suffers from limitations 

imposed by its origms in economics. The qualitative differences in the penalties levied for 



unsuccessful crimes as compared to those resulting from failed legal economic activity are 

often ignored. Also, scant support exists for the assertion that evasion is careililly planned 

and executed, or forms a reliable source of income, necessary attributes if crime is to be 

treated as an industry with market participants and equilibriimis as postulated by Becker 

(1968). Instead, evidence suggests that the typical criminal is a failure as homo economicus. 

Finally, demographic research indicates that tendencies towards deviant or orthodox 

behavior are relatively stable over the life course. This suggests that understanding of 

evasion could be enhanced by identifying those traits which endow their possessors with 

stable preferences for deviant or orthodox behavior. Gottfredson and Hirschi's General 

Theory of Crime (1990). which is discussed m the next chapter, emphasizes the joint 

importance of self-interest and opportunity, and in addition, introduces the concept of self-

control to more fiilly explain variation in criminal behavior. 
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CHAPTER 3 SELF-CONTROL THEORY 

Self-control theory traces its roots to the classical social philosophers of the late 

eighteenth century. These social philosophers reasoned that because humans are self-

interested, they are mfluenced by their fear of sanctions imposed by society. The 

effectiveness of social control therefore, depends on the mdividuars bond to society. The 

classical tradition stresses social or external control of behavior and is silent about the 

individual's self-control, if any. Gottfredson and Hirschi (1990) develop classical theory into 

a more general explanation of crime by positing that the inability to govern one's acts is the 

fundamental cause of crime: 

What classical theory lacks is an explicit idea of self-control the idea that 
people also differ in the extent to which they are vuhierable to the 
temptations of the moment. Combining the two ideas thus merely 
recognizes the simultaneous existence of social and individual restraints on 
behavior. (Gottfredson and Hirschi 1990, 87) 

The organization of the chapter is as follows. Section I reviews social-control 

theory, the predecessor to self-control tlieory. Section 2 discusses Gottfredson and Hirschi's 

A General Theory of Crime (1990) and develops research questions based on the elements 

of self-control. Section 3 analyzes tax evasion as the criminal act and sets forth research 

questions based on differential opportunity to evade. Section 4 reviews empirical tests of 

self-control theory and Hirschi and Gottfredson's (1993) response . The discussion m this 

final section focuses primarily on methodological issues relevant to the design of the present 

research. 



3.1 Social-Control Theory 

Social-control theory (Hirschi 1969) is an influential criminological theory for which 

Kempf in her 1992 review was able to identify seventy-one separate empirical tests. 

Hirschi's (1969) thesis is that aversion to the commission of offenses is a fimction of the 

individual's bond to society. The degree of aversion varies widely across individuals. When 

the bond to society is broken or weakened criminal acts are one result. Hirschi (1969) usmg 

data collected in the Richmond Youth Study, concluded that the bond to conventional 

society consists of four intertwined elements: attachment, commitment, involvement, and 

belief 

Attachment is the individual's sensitivity to others around him. When one does not 

care about the opinion and expectations of other people, then one is freed to deviate from 

the norms of society. Attachment is not an assumed attribute of all humans, as it is by many 

sociological theorists. Instead, it is considered a part of a person's bond to society which 

varies in strength across mdividuals. 

Commitment is measured by the time and energy a person invests m an orthodox 

lifestyle. Typically, the process of living in an organized society mcreases a person's 

accumulation of goods and reputation which he is hesitant to risk. Persons who have 

mvested heavily in education or are licensed in a trade or profession may have more to lose 

than those who have not enhanced their human capital. Commitment is society's insurance 

against most deviations. 
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Because rime is a scarce commodity, an individual involved in conventional activities 

will have less time and energy to devote to criminal endeavors. This is why delinquency 

prevention emphasizes licit recreational activities such as the Police Athletic League. 

Involvement m lawfiil activities lessens the opportunity for criminal mvolvement. 

Belief connotes acceptance of society's norms. A common set of rules prevails 

within the society in which an individual is socialized. Law-abiding citizens and criminals 

both recognize the same set of values, however, the degree of acceptance is less for the 

latter. 

The four elements of social-control together determine the individual's bond to 

society. Individuals who are attached to others, committed to an orthodox lifestyle, 

involved in community activities, and believe strongly in society's norms will generally not 

engage in criminal activity. The importance of these elements in determining propensity for 

criminality has been supported by numerous studies. For example, Meir and Johnson (1977) 

and Krohn and Massey (1980) found strong support for commitment; Hmdelang (1973) and 

Lyerly and Skipper (1981) report that attachment and crime are negatively correlated; 

Auhman (1979) found that the degree of belief was the best predictor of delinquency; and 

Agnew (1985) used the National Youth Survey to show a relationship between delinquency 

and mvolvement. 

Social-control has not been applied to the tax evasion problem except by the 

University of Oklahoma annual siuvey researchers as an adjunct to their investigations of 

deterrence, (e.g., Scott and Grasmick 1981; Grasmick and Bursik 1990; Grasmick et al. 
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1989; Grasmick and Scott 1982). They view fear of informal sanctions, such as stigma and 

embarrassment, as proxies for strength of attachment and belief As discussed in Section 

2.2, the empirical evidence supports the inverse relationship between informal sanctions and 

evasion. 

3.2 A General Theory of Crime 

Gottfredson and Hirschi (1990) oflfer a general theory of crime which builds on 

social-control theory. They posit that the mdividual acquires self-control through the 

successfiil exertion of social-control during childhood. Self-control is the extent to which 

individuals, "are [not] vuhierable to the temptations of the moment,." (Gottfredson and 

FBrschi 1990,87) Once acquired, self-control creates an enduring preference for acceptable 

social behavior. Should socialization fail and self-control not be acquired, the mdividual will 

retain the propensity to unpulsively and insensitively satisfy desires through deviant 

behavior. The essence of self-control theory is that crime is caused by a lack of control 

mtersecting with an opportunity for quick and easy gratification. 

Self-control theory shares with most decision models the self-interest assumption 

and the distinctions between preferences (criminality), actions (crime), and outcomes (illicit 

gains). However, decision theories are generally silent as to the origins of preferences and 

do not assume preference stability beyond the action-outcome time-span. Gottfredson and 

Hirschi (1990) argue that an individual's self-control is developed during childhood through 

teaching, supervision and correction by parents and other care givers. Once acquired it is 



a relatively stable factor promoting achievement m socially sanctioned endeavors and 

inhibiting crime throughout life. Those who fail to develop self-control are more likely to 

commit delinquent acts as youths and to engage in crime, including evasion as adults. 

According to Gottfredson and Hirschi (1990), the benefit of most crime is obvious 

and generally desirable to aD, but the cost calculus is different for those who are insensitive 

to the suffering of victims and ignore or discount the risk of social, legal and natxu'al 

sanctions. The absence of self-control is evidenced by several intertwined traits which are 

"factors affecting calculation of the consequences of one's acts." (Gottfiredson and Hirschi 

1990, 95) These elements were identified by analyzing the nature of criminal acts and then 

inducing the preferences and characteristics of the criminal. Low self-control results in 

strong preferences for activities which result in immediate gratification, are easy or simple 

to perform, and require little skill or planning. Consequently such actions typically result in 

meager long-term benefits and few long-term commitments. Those who lack self-control are 

often thrilled by risk and lack empathy for the suffering and needs of others. Collectively 

these elements determine how vuhierable individuals are to the temptations and 

opportunities of the moment. 

Low self-control individuals prefer immediate gratification and are often uninterested 

or unable to wait for rewards. They easily succumb to tangible enticements put in their 

paths, hi contrast, those who have high self-control are able to defer gratification and can 

resist immediate temptation. Because those with low self-control are more attracted to 

payoffs that are immediate than those which are delayed, the rapidity of the event is 
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important. Force and fraud are quick ways of obtaining desired goals. Preparing a false 

return on April 15 provides immediate gratification, if a payment was otherwise due. 

Gratification is delayed, but nonetheless quick, when evasion results m a refund or 

underpaying estimated taxes. The first research question is: 

RQl: Are tax evaders are more likely than compliers to prefer immediate 
gratification? 

Gottfredson and Hirschi (1990) distinguish between the effort and skill required for 

most criminal acts. Low self-control mdividuals lack "diligence, tenacity or persistence in 

a course of action" and therefore prefer gratifications that are easy or simple to obtain such 

as "money without work, sex without courtship, revenge without court delays." 

(Gottfiredson and Hirschi 1990, 89) Similarly, most crimes involve little planning, 

preparation or skill. For example, it is rare for embezzlers to carefiilly pick a potential 

employer. Weisburd et al. (1991), using presentencing records, report that the usual 

sequence for bank embezzlers is to: (I) Get a job; (2) have a financial crisis; (3) embezzle 

using mundane methods; and (4) attempt concealment by increasingly tortuous means. 

RQ2: Are tax evaders are more likely than compliers to prefer easy or simple 
gratifications? 

RQ3: Are tax evaders more likely than compliers to prefer activities 
requiring minimal skill or planning? 

Low self-control individuals are unable to establish or are uninterested in long-term 

commitments. Their personal relationships will include mostly short-term encounters as 



opposed to lasting marriage and enduring friendships. Their employment histories tend to 

consist of numerous jobs and haphazard career changes. 

RQ4: Are tax evaders more likely than compilers to be uninterested or 
unprepared for long-term commitments? 

Gottfredson and Hirschi (1990. 89) state that a person with "low self-control tends 

to be self-centered, indifferent, or insensitive to the suffering and needs of others." While 

a person with low self-control will lack empathy and ignore the pain they mflict, a high self-

control individual will feel remorse or guilt. When engaging in criminal activities low self-

control mdividuals are unconcerned with the potential discomfort or loss of their victims. 

Likewise, arguments based on concepts of social justice or equity should have less effect 

than on their more socially aware peers. The act of evasion increases the economic burden 

on comphers. and may also obstruct economic and social policies. High self-control 

mdividuals would be more responsive to the needs of others. 

RQ5: Axe tax evaders more likely than compilers to be self-centered, 
indifferent, or insensitive to the suffering or needs of others? 

According to Gottfredson and Hirschi (1990, 74) the notion of risk-averse or risk-

neutral offenders that has been posited by some economists is refiited by empirical results: 

Crime often does not pay. Using property crime as an example, the most likely pecuniary 

outcome for burglary is no gain. The actual rewards from most crime is so poor as to 

suggest that ahnost all criminals are risk-seeking, as compared to their law abiding peers. 

Also, criminals may experience risk in a manner different from noncriminals. Whereas, most 

citizens are deterred by the prospect of capture or injury, offenders often enjoy these risks 
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which they experience as exciting, thrilling and stimulating (Grasmick and Bursik 1990; 

Wood et aL 1993). 

RQ6: Are tax evaders more likely than compliers to prefer risky behaviors? 

The picture of the typical criminal that emerges from Gottfredson and Hirschi's 

(1990) trait analysis is that of a self-interested, short-sighted, indiscriminate, impulsive thrill-

seeker. However, possessing the traits associated with low self-control does not constitute 

either a necessary or suflScient condition for criminality. Gottfredson and Hirschi (1990, 89) 

are explicit on this issue: 

In our view, lack of self-control does not require crime and can be 
counteracted by situational conditions or other properties of the individual. 
At the same time, we suggest that those possessing [self-control] will be 
substantially less likely at all periods of life to engage m criminal acts. 

Those with low self-control are unusually vuhierable to temptation and are more 

likely to succumb to appealing criminal opportunities as they occur. Opportunities to 

commit criminal or analogous acts occur abundantly, but opportunities to commit specific 

crimes are lunited. Thus, a structural analysis of criminal opportimity, preceded by a theory 

of individual personality, wiD enhance the explanation of particular crimes. However, 

Hirschi and Gottfredson (1993, 50) emphasize that, "Self-control and opportimity may 

therefore mteract for specific crimes, but are in the general case mdependent." While there 

is a presumption of a main effect for opportunity there is no requirement it interact with self-

controL 

Because low self-control indicates an enduring predisposition towards impulsive and 

selfish actions, criminals will engage in a variety of these acts throughout their life-time. 
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Furthermore, because the appeal to the low-control mdividual depends on contextual 

features such as target accessibility and vuhierability, they are equally satisfied cominitting 

burglary, robbery, and shoplifting depending on opportunity. If the criminal does obtain 

legitimate work his next victim could easily be his employer. Many fail to file tax returns; 

those who do usually cheat. Apparent specialization could occur because obvious 

opportunities, such as required tax filings, may repeatedly present themselves, although 

Gottfi-edson and Hirschi (1990) believe that versatility is the norm Likewise, when 

opportunities occur criminals also participate in diverse kinds of reckless or imprudent 

behaviors such as speeding, binge drinking and excessive gambling that are analogous to 

crime. The three versatility research questions are: 

RQ7: Are tax evaders more likely than compilers to have committed 
delinquent acts? 

RQ8: Are tax evaders more likely than compilers to have committed other 
crimes? 

RQ9; Are tax evaders more likely than compilers to indulge in reckless or 
imprudent behavior that are analogous to crime? 

Gottfredson and Hirschi (1990) explain the relation between commission of criminal 

offenses and age. Most criminal activity peaks rapidly in late adolescence and early 

adukhood and then decUnes. As children enter adolescence, their ability to commit deviant 

acts increases and the power of parents to directly intervene decreases. Those who have 

failed to acquire self-control are more likely to offend. As aging continues, the ability to 

commit crimes requiring strength, speed, or dexterity diminishes. Those who repeatedly 
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ofifend as youths tend to become incapacitated as adults through imprisonment, injury or 

poor health stemming from substance abuse. 

Young adults are just beginning to file returns and often have only wage earning 

which limits their opportunity to evade. Nonfiling may be the most prevalent form of 

evasion in this age group. Jackson and Milliron's (1986) extensive review found that older 

taxpayers have been generally shown to evade less. 

KQIO: Are tax evaders more likely to be younger than compilers? 

Gottfi-edson and Hirschi (1990) report that the sex of the criminal is an mvariant 

correlate of crime. They argue that differences m self-control develop, in part, because girls 

are more closely supervised than boys. They also recognize mdividual socialization as an 

important fector but accept that. 'It is beyond the scope of this work...to attempt to identify 

all to the elements responsible for gender differences in crime." (Gottfiredson and Hirschi 

1990, 149). As discussed m Chapter 2. Jackson and Milliron (1986) found support for the 

conclusion that men are more likely to evade than women. 

RQl 1: Are tax evaders more likely to be male? 

3.3 The Criminal Act of Tax Evasion 

Gottfiredson and Hirschi (1990) analyze the nature of crime by reviewing the 

conditions necessary for different crimes to occur. Their discussion includes the 

fundamental characteristics and general patterns of various person and property crimes, 

including the white-collar crime, embezzlement. Crimes have distinct features which make 
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them appealmg to potential criminals. By using a simplified decision-model which largely 

ignores the risk of failure or negligible gam, the average criminal is able to view the payoff 

as fanmediate, certam, and easy to obtam. This section applies their format and method to 

tax evasion. It begins with a description of common types of evasion followed by a 

structural analysis of the crime. Although some unique features of evasion are identified, 

the analysis indicates a general similarity between evasion and other frauds. 

Gottfi-edson and ffirschi base theff stmctural analysis of crime on Cohen and Felson 

(1979) whose requirements include a self-interested offender, the lack of a guardian, and a 

suitable target. Gottfredson and Hirschi (1990. 39) apply this definition to a variety of 

offenses, mcluding embezzlement; 

[TJhe conditions necessary for embezzlement are as follows; there must be 
(1) money or goods that are attractive to the offender, available to the 
offender, and not rightfiiUy the property of the offender, and (2) an offender 
msufficiently restrained. 

Gottfredson and Hirschi (1990, 39) stress that most embezzlements are simple affairs. 

"Clearly there are embezzlements of large amount by older employees in trusted positions. 

but the rarity of these acts is an important datum m itself and should not be allowed to 

obscure the unremarkable nature of most embezzlements." 

The structural conditions necessary for tax evasion are (1) a required tax filing and 

amount due to the IRS and (2) an evader who is insuflSciently compelled to comply. Like 

embezzlement, most tax evasion is also mundane. Unlike embezzlement, for which 

opportunity is not universally available, the self-assessed nature of income taxes provides 

all persons with returnable income with opportunity. Since tax liabilities are self-assessed 



it is not necessary for an evader to systematically forge financial records. Evasion requires 

little skill or planning and can be successfiilly carried out in an incompetent, slipshod 

manner. Long-term planning is a characteristic of legitimate tax avoidance, not evasion. 

Tax evasion typically results in simple and easy gratification with a short-term payoff and 

few or meager long-term benefits. For the offender who prepares a false return on April 15 

to conceal a liability and avoid payment, the gratification is immediate. In most cases 

evasion affects only the current tax, long-term benefits are incidental. The evader often reUes 

on the low marginal probability of audit. As a result, selection for audit can be equivalent 

to detection. Even those cases which have resulted in crimmal convictions and are of the 

greatest severity, are most often simple failures to report income (Weisburd et al. 1991). 

Opportunity and the risk of detection varies greatly across taxpayers. Wage earners 

have little chance of successfially nonreporting income: They are taxed at point of receipt. 

Self-employed do not face withholding and their tax liability is entirely self-calculated. 

Underreportmg usually begins by not recording receipt of mcome properly. Business 

owners have a greater opportunity to evade because of self-reporting. Sales may not be 

rung up, invoices not recorded, and receipts not given to customers. 

RQ12: Are business owners more likely than wage earners to evade by 
income understatement? 

Another group that has the opportunity to underreport income is those wage earners that 

supplement their income by working second jobs and moon-lighting. This group is often 

given the opportunity to be paid off the books. Income fi-om these second jobs and moon

lighting can be simply ignored when fiUng a tax return. While the opportunity to evade is 
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higher, working a second job indicates a willingness to defer gratification and a forward 

looking orientation. 

RQ13: Are respondents with second-jobs more likely to understate mcome? 

Any taxpayer, who itemizes deductions, can easily overstate them by simply inserting 

the desired amount on the return or deducting items which are not allowed under the tax 

code. Two groups that have greater opportunity to evade are home and business owners. 

Home ownership increases the potential deductions a taxpayer may take and substantially 

increases the likelihood of itemized deductions. Business owners can invent and pad 

deductions more easily because of the volume of these transactions. 

RQ14: Are home-owners more likely than renters to evade by overstatmg 
deductions? 

RQ15: Are business owners more likely than wage earners to evade by 
overstating deductions? 

3.4 Empirical Tests 

Three recent studies by researchers at the University of Oklahoma have attempted 

to test the core impUcations of self-control theory using a scale developed by Grasmick et 

aL (1993). The twenty-four question scale was constructed by combniing six subscales, each 

designed to measure an element of control identified In Gottfi-edson and Hirschi (1990). 

Grasmick et al. (1993) mterpreted the elements of self-control as comprising a 

unidimensional construct and assigned a numeric value to an individual's self-control based 

on the total number of low control responses. This treats all elements as of equal 

unportance for all crimes and aUows low and high scores across subscales to compensate 
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for each other. They also read Gottfredson and Hirschi (1990) as explaining all types of 

crime as, "an mteractive fimction of self-control and crime opportunity" (Grasmick et al. 

1993, 10). 

The scale was included in the 1991 annual Oklahoma City survey conducted by 

University of Oklahoma (Grasmick et al. 1993). As expected, a significant interaction 

existed between low self-control scores and high criminal opportunity when predicting 

crimes of both force and fi'aud. The analysis also revealed main effects for force and fraud 

opportunities, which in the case of force was significantly larger than the self-

control/opportunity mteraction. These findings were unexpected, given that Grasmick et 

al. (1993) interpreted Gottfredson and Hirschi (1990) as predicting interactions, but not 

main effects. 

The 1991 Oklahoma City data and Grasmick et al's. (1993) unidimensional scale 

were also used to explain three types of imprudent behavior; smoking, drinking, and 

gambling (Ameklev et al. 1993). Low self-control was found to be related to drinking, 

gambling and an imprudence index but not to smoking. Also, four of the six subscales were 

significantly associated with impmdent behavior. The risk-seeking component by itself was 

almost as effective as the low self-control composite. Only the indicators measuring 

proclivity towards performing simple tasks and physical activities were not mdividuaUy 

significant. 

The unidimensional self-control scale was used by Wood et al. (1993) in a survey 

of Oklahoma high school students. They interpret self-control as "several separate 
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dimensions [elements] which operate in tandem as one unidimensional self-control 

construct" (Wood et al. 1993, 119). Therefore, they argue that different forms of behavior 

should not be better predicted by the separate dimensions of self-control than by a 

composite. The composite self-control measure was found to be a significant predictor of 

six types self-reported delinquency and imprudent behavior. However, when regressions 

were fitted using the subscales as separate variables, the adjusted R"s improved for each 

model. Also, the explanatory power of the subscales varied greatly by type of delinquent 

behavior, which does not support the a unidimensional interpretation of self-control. 

Nagin and Paternoster (1993) used an experiment to test whether low self-control 

was significantly related to self-reported decisions to offend. Each subject was presented 

with three scenarios invoking drunk driving, theft and sexual assault. The between subject 

design manipulated contextual factors involving opportimity, payoff deterrence and prior 

relationship with the victim. The unidimensional scale from Grasmick et al. (1993) was used 

as the measure of self-control. A strong main effect existed between willingness to engage 

in all three criminal behaviors and self-control. Also, those with high self-control tended to 

view the risks of crime as greater and the rewards less, fiirther reducing intention to offend. 

There was a negative relationship between the deterrence variables and the intention to 

offend. FiaaUy, a positive relationship was found between the expected utility from crime 

and the intention to offend. 

Keane et aL (1993) performed a secondary analysis of data collected from a roadside 

survey wiiich tested the relationship between self-control and driving under the influence of 
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alcohol The dependent variable was directly measured by the level of blood alcohol 

concentration. The independent variables included; (1) A risk-taking component directly 

measured by wiiether or not the driver was wearing a seat belt; (2) belief in the probability 

of apprehension; (3) wiiether they had been asked by others not to drive; and (4) how much 

alcohol they consumed each week. These variables were aU positively associated with the 

level of blood alcohol concentration. 

Hirschi and Gottfredson (1993) is a commentary which voices their concems about 

several methodological aspects of Grasmick et al.'s (1993) research and endorses the 

approach taken by Keane et al. (1993). Hirschi and Gottfredson (1993) view the validity 

of empirical measures as an ascending scale with self-reported personality traits ranked the 

lowest, followed by self-reports of behavior and finally objectively verifiable behavioral 

measures. They criticize Grasmick et al.'s approach to testing their theory, since it was 

solely based on attitudinal measures such as. "Sometimes I will take a risk just for the fim 

of it" (Grasmick et aL 1993. 14). Hirschi and Gottfredson (1993) prefer the measure of risk 

used by Keane et aL (1993), seat-belt usage as measured by the police. They state that, "the 

best indicators of self-control are the acts we use self-control to explain: criminaL 

delinquent and reckless acts" (Hirschi and Gottfredson 1993, 49). Reckless behaviors such 

as binge drinking and heavy gambling are considered analogous to crime. Since the goal of 

the present research is to explam tax evasion, measures of imprudent or criminal behaviors 

are used as independent variables including; drinking, gambling, smoking, accidental 

pregnancies, drunk driving, vandalism and fraud. Where appropriate the extent of 
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iavotvement is measured so that occasional indulgence could be di£ferentiated &om habitual 

use. 

Hirschi and Gottfredson (1993) take issue with two other aspects of Grasmick et 

aL's (1993) research. Fn^ they disagree with the use of a unidimensional self-control index, 

v^iiich they believe obscures the complex relationship between particular personality traits 

and the crimes or analogous acts committed. The elements measiured by the individual 

subscales cannot be simply aggregated to provide a universal measure of self-control that 

is equally usefiil in explaining all crime. In then- view, knowledge of separate personality 

traits can be usefiil in explaining the types of crime committed. This is in concurrence with 

Wood et aL's (1993) findmg that enjoyment of risk-taking is useful in explaining vandalism, 

but not illegal substance abuse, whereas, a strong propensity for immediate gratification is 

associated with substance abuse, but not vandalism. Noting that low self-control leads to 

a variety of impulsive behaviors, Hirschi and Gottfi-edson (1993, 50) state that: 

Our concept of self-control does not require that measures of crime and 
analogous acts be unidimensional....If the primary consequences of self-
control need not be unidimensional there is certainly no expectation of 
unidimensionality in its byproducts. 

Second, Hirschi and Gottfi-edson (1993) afiBrm that there should be main effects for 

opportunity when explaining specific crimes. They state that opportunities for criminal 

activity are limitless and that the magnitude of the self-control/opportunity interaction 

depends on the crime. Opportunities to participate m reckless acts, like vandalism, present 

themselves repeatedly. Opportunities to participate in specific activities, like computer fraud, 

are more restricted. In order to perpetrate computer fraud, one needs access to a computer 



system, a condition that m part dq}ends on high self-control and its consequences, 

hiformation on where to buy illegal drugs in New York is enhanced by truancy, a condition 

based in part on low self-control because all captured truants are rounded up and sent for 

the rest of the day to specially designated sites. Although Hirschi and Gottfredson 

acknowledge that opportunity is often important in explaining specific crimes, their goal of 

a generalizable theory rests on the concept of self-control. 

3.5 Summary 

Taken as a whole, evasion does not appear to be a unique form of crime, that is 

beyond the domain of self-control theory. The evader is in many respects similar to other 

criminals, and is likely to be involved in other offenses. Evasion is an easy crime to commit: 

gratification is quick and certain, retribution is comfortably over the horizon. The unusual 

aspects of evasion noted previously make for an interesting crime specific analysis. 

However, all crimes are to some degree unique; fratricides must have siblings, counterfeiters 

need artistic ability, evaders must have a tax due. That tliey share a fundamental attribute 

in common, low self-controL is the crucial assertion made by Gottfredson and Hirschi 

(1990), who argue that propensity for criminal behavior is antecedent and distinct from the 

type of crime committed. The opportunity to evade exists for most adults, for many the risk 

of detection is small. Crime specific analysis is primarily an aid to detection or prevention. 

By understanding how, where and when evasion occurs it can better be detected or 

discouraged. But this is not explanation and does not elucidate the causes of crime. 
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CHAPTER 4 RESEARCH DESIGN AND ANALYSIS 

The research design reflects the methodological concerns expressed m Gottfredson 

and Hirschi (1990) and reiterated in Hirschi and Gottfredson (1993). Accordingly, the 

instrument was intended to capture the multi dimensionality of self-control and to measure 

both distant and proximate causes of evasion. Also, control was measured using self-reports 

of subject characteristics and behavior, in addition to attitudinal indices. Gottfredson and 

ffirschi (1990) argue that the latter should be the weaker predictors of crime. 

4.1 Instrument and Design 

The survey mstrument consisted of 118 questions divided into two categories; 

demographic attributes and behaviors (36), and beliefs and attitudes (82). The demographic 

and behavior oriented questions were written specifically for this study, as were 42 of the 

attitudinal questions. The remaining 40 attitudinal questions were taken from the Jackson 

Personality Inventory (JPI) (Jackson 1977) and used with permission. JPI measures have 

previously appeared in the accounting tax evasion literature (Collins et aL, 1990.) Some 

demographic questions were included to provide descriptive data and to serve as potential 

control variables. Questions concerning sex and age fall mto this category. Other 

demographic questions, includmg those related to general health and marital status, were 

viewed as broad measures of self-controL Questions about behavior were intended to either 

measure participation in criminal and other imprudent activities (including evasion), or to 

identify subjects who had shown the ability to achieve goals that typically require the 
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deferral of gratification and persistence in a course of action. Some questions in the second 

category were potential indices of level of opportunity to commit specific types of evasion. 

The attitudinal questions were designed to measure the personality traits that, according to 

Gottfi-edson and Hirschi (1990), are the elements of self-controL Questions 1-78 are those 

written specifically for this study (a copy of this part of the mstrument appears m Appendix 

A ) and Questions 79-118 were obtained firom the JPI. 

4.2 Pilot Results 

The purpose of the pilot test was to determine whether the questions were 

understandable, to obtain feedback for improvements and to assess whether a fiiU-scale 

survey was justified. The pilot was administered to 41 undergraduate subjects in four 

evening introductory accounting classes in December of 1992 and took 10-35 minutes to 

complete. My research interests were not discussed during the semester, so the focus of the 

survey was not known in advance. 

The socio-demographic questions were modified or dropped based on subject 

comments and statistical analysis. The main analysis consisted of exammation of pairwise 

correlations between the mdividual questions and the evasion variable. Variables that failed 

to correlate with dependent variables or generally showed little variability across subjects 

were not included in the fiiU survey. 

A forward-stepwise procedure was used as a means of assessing potential 

explanatory power. A value for entry of p^. I was employed and the number of variables 



56 

entered was arbitrarily cut-off at seven. Because of the large pool of potential variables the 

model was over-fitted, but the results (R* of .62, p^.OOl) suggested that a fiiU test would 

have considerable explanatory power. 

The True/False attitude and belief questions were grouped mto eight constructs and 

analyzed for intra scale reliability and for explanatory power. The reliability of each scale 

was tested by computing Cronbach's alpha. The alphas obtained for the scales constructed 

for this research were comparable with those taken fi"om the JPI. Finally, each scale was 

analyzed using the principal components method with varimax rotation. In general, most of 

the systematic variance could be attributed to 3 or 4 factors. 

The statistical analysis suggested that a fiill-scale sxuvey was warranted. Perhaps 

more important, the subjects were enthusiastic about completing the survey, had little 

difficulty interpreting the questions, and reported that it provided a valuable chance for 

introspection. The revised instrument reflected comments fi-om subjects and colleagues as 

well as experience gained fi-om the preliminary analysis. 

4.3 Sample 

The subjects were drawn fi-om two different separate populations selected on a basis 

of availability. The first group of 336 subjects was recruited fi-om evening business classes 

at a small northeastern university that mainly attracts local students. These students 

primarily come fi-om working-class backgrounds and are the first in their families to attend 

college. Because evening students generally attend part-time while working fiill-time. they 
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were expected to rate high on most control dimensions. Mean entering freshman SAT 

scores are 869, ^^4lich is below the national average. The survey was administered m class 

by the regular instructors. Students read and signed a voluntary participation agreement. 

The second group of subjects was obtained from the alumni association mailing list 

of a northeastern magnet high school This school sends approximately 99% of its graduates 

to college, and most obtain either professional or academic credentials beyond the 

baccalaureate. As with the undergraduate subjects, they were expected to rank high on 

measures of control. The mailing list includes all persons who attended the school for at 

least one year for whom addresses are known. Three thousand letters requesting 

participation were sent to all known members of the classes of 1978-1983. Three hundred 

and ninety surveys were mailed to those who assented, with the promise that $3 would be 

donated to the association's enrichment fimd for each response received. Two hundred and 

fifty four completed surveys were returned by the date of analysis. Follow-up mailings were 

omitted as a condition of usmg the association's mailing list. 

Since the subjects were being drawn from two populations, various types of 

differences could exist. The groups might have differing propensities to offend or differing 

opportimities for evasion, either of which could affect evasion rates. Also the relationship 

between particular measures of self-control and evasion could differ across the groups. 

While between group differences in evasion rates were slight, differences m correlations 

between independent and dependent measures were often large. The preliminary analysis 

presents separate results whenever pooling would mask group differences. 
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4.4 Preliminary Analysis 

Dependent Measures 

Income tax evasion can be committed by not reporting income, or by overstating 

deductions. Anafysis of the criminal event suggests that differential opportunity plays a role 

in deciding the type of evasion committed. To allow analysis of opportunity effects and to 

prompt memory, subjects were asked four questions about evasion. A composite variable 

(Any) was then constructed to differentiate evaders from compilers. Overall, 75% of the 

subjects admitted to some act of evasion over their life course. Because the evasion 

questions did not elicit dollar amounts, significant and inconsequential acts cannot be 

distinguished. However, it was believed that subjects would be less frank if asked to 

quantify evasion and that they would be unlikely to accurately recall specific amounts. 

Three questions were asked to determine whether subjects were evading by not 

reporting mcome. Values in parentheses mdicate the percentage of aflBrmative responses. 

Question 31 (50%) diectly elicited whether income had ever been omitted from tax returns. 

Because some subjects may not have initially remembered evading or fiilly understood that 

certain actions constitute evasion. Question 33 (57%) asked about oflp-the-books income and 

Question 34 (24%) about goods or services that had been traded and not reported. Of the 

329 subjects who revealed that they had been paid off the books (Q33). 105 had not 

admitted to understating income (Q31). These subjects apparently did not equate being paid 

off the books with understating income. Of the 139 subjects who had bartered, all but 17 

reaUzed that barter income should be reported. Because the overstatement of deductions 
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requires an overt unambiguous act by the oflfender, a single measure. Question 32 (33%) 

was considered adequate for determining its frequency. 

As shown in Table 1. the correlations between the diflfering measures of evasion are 

substantial Understating income is not a Imear combination of being paid-ofiP-the-books and 

bartering since these are only two of the many ways in which income can be underreported. 

Factor analysis of the three income variables using the principal components method led to 

the extraction of a single factor which accounted for 60% of the systematic variance. 

Table 1 
Correlations Among Measures of Evasion 

Type of Evasion Any Income OflF-books Barter Deduct 

Frequency 
n 

75% 
590 

50% 
588 

57% 
581 

24% 
585 

33% 
587 

Correlations Any Income OflF-books Barter Deduct 

Any .32*** ^ |^3fC3|C:fC 

Income ^2*** 

OflF-books .07* 

Barter 

*=p ^ .05, ***=p ^ .001 (one-tailed) 

Socio-Demographic Data and Self-Reports of Behavior 

Table 2 summarizes the socio-demographic and behavioral variables measured by 

the questionnaire. Independent variables were coded, as feasible. O=low control response, 

1 (or maximum value)=high control response. The dependent variables were coded 

0=evade, I=compIy, so that + signs indicate results consistent with control theory, except 

for group membership and race for which the theory provides no prediction. To avoid 



confusioiL, the frequencies reported in each table are ordered from left to right along a low 

control/high control continuum and an interpretation of the correlation sign is provided. 

Table 2 
List of Demographic and Self-Reported Behavior Questions 

Empirical Variables Survey Question 

General demographic: 
Sex 1 
Age 2 
Marital Status, children 3,4 
Race 12 

Behavioral measures of self-control: 
Health 5,6 
Exercise 11 
Church attendance 13 
Education 14,15 
Professional license 16 
Employment 18 
Spending habits 20 
Late mortgage/credit payments 22 

Criminal and analogous acts: 
Accidental pregnancy 7 
Smoking 8 
Drinking 9,10 
Gambling 23-25 
Moving violation 26 
Suspended license 27 
Childhood theft 28 
Theft m last year 29 
Lie on resume 30 
Insurance fraud 35 
Vandalism 36 

Opportunity: 
Owner or partner 17 
Second job 19 
Home ownership 21 
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The preliminaiy analysis of the socio-demographic data and self-reports of behavior 

consists primarily of an examination of the response frequencies and the Spearman 

correlations between mdividual questions and the three main dependent measures, any 

evasion, mcome understatement and deduction overstatement. The pattern of association 

between the mdependent variables and the three measures of income evasion are generally 

snrdlar. Correlations for working oflP-the-books (Q33) and bartering (Q34) are reported only 

when their association with an mdependent variable is substantially stronger than that 

obtained for the broadest measure of mcome understatement (Q31). 

According to Gibbons (1976, 296 ), the Spearman coeflBcient of rank correlation is 

an appropriate measure of association for data that is at least ordinally ranked (mcluding 

dichotomous measures).' Correlations are generally reported without accompanying cross 

tabulations to maintain conciseness. Several cross tabulations are presented at the beginning 

of the analysis to show relationship magnitudes. 

Intergroup differences are reported in the analysis in two ways. First, separate 

frequencies are presented whenever a significant difiTerence exists in the distribution of 

responses between groups. Second, when the strength of association between independent 

and dependent measures is strongly affected by group membership, separate rank 

correlations are presented." As shown in Table 3 (below), a Spearman-R of only .04 exists 

'Chi-square statistics are reported for Q12 (race) since it has five nominally measured 
categories. 

frequency differences were identified using the Kolgomorov-Smimov test. Differences 
in the strength of association were reported if ^.09, an arbitrary threshold. 
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between group membership and answering yes to at least one of the four measures of 

evasion (Any). The positive sign indicates that subjects drawn from the regional university 

(Students) were more likely to evade. The correlation between group and whether subjects 

failed to report mcome is also negligible (.01). Finally, a correlation of -.09 (p^.05) was 

found between group and overstating deductions. The negative sign indicates that the high 

school alumni were more likely to commit this form of evasion. The extent of group 

diflFerences is rather small, however, the absence of a large difference in the overall rate of 

evasion does not imply an absence of interactions between group membership and the 

remaining independent variables. 

Table 3 
Differences in Evasion Between Subject Groups 

n=590 Alumni Students 

Frequencies 43% 57% 

Type of Evasion Any Income Deductions 

Spearman-R .04 .01 -.09* 

*=y £ .05, **=p ^ .01, ***=n s .001 
+ sign: The alumni were less likely to evade. 

General demographic questions 

Gender differences in rates of criminal activity are well documented (Zager 1994), 

with men generally exhibiting higher levels of criminality than women. This findmg holds for 

the present research, with regard to the college students but not for the alumni. Using the 

Spearman correlation coefficient as a the measure of linear association, male students were 

more likely to have evaded (R=.20). to have understated income (R=. 17) and overstated 
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deductions (R=. 15) (Table 4, Panel A). To provide insight mto the magnitude of the 

dififerences a cross tabulation of gender by any is reported in Table 4, Panel B. Eighty-four 

percent of the male students had committed some form evasion as opposed to 67% of 

females. Gottfredson and Hh-schi (1990. 149) argue that gender proxies for lower 

opportunity and higher self-control attained by women, a supposition supported m part by 

the present research as males in the Student group were more likely to evade . 

Table 4 
Gender (Ql) 

n=589 Male Female 

Frequencies 52% 48% 

Spearman-R 

Type of Evasion Any Income Deductions 

Students 2g*iK:(c 

Alumni -.04 -.05 .04 

*=p ^ .05, **=p 5 .01, ***=p 5 .001 
+Sign: Men are more likely to evade. 

Cross tabulation for Deduction Overstatement for Students 

R=.20 Male Female 

Evade 84 67 

Comphed 16 

Column totals 
(n=336) 

100% 
(177) 

100% 
(159) 

Age affects the rate of criminal activity, with criminal activity peaking in late 

adolescence and declining thereafter (Gottfredson and Hirschi 1990, 124). In regard to tax 

evasion, diminished opportunities available to the young may negate the usual trend. Minors 

may not have tax Uabilities or their parents may enforce compUance. Opportunity for 



64 

deduction overstatement increases with the level of reported mcome. Until a threshold level 

of taxable mcome is reached most taxpayers do better by filing form 1040A or 1040 EZ, 

taking no deductions. The limited variance in age reported in Table 5 (below) reflects the 

sampling frames from which subjects were drawn, particularly for the alumni. A correlation 

of-.36 was obtained on the deduction measure for students, with those subjects in the oldest 

group being 3.8 times as likely to have overstated deductions as those in the youngest. 

Table 5 
Age (Q2) 

Frequencies 

n=587 Under 26 26-30 31-35 36-40 Over 40 

Pooled 26% 25% 35% 5% 9% 

Students 46% 19% 12% 8% 15% 

Alumni 0% 34% 66% 0% 0% 

Spearman-R 

Evasion Income Deduction 

Students .01 .01 -.36**» 

Alumni .11* .09 -.06 

*=p ^ .05, **=p ^ .01, **»=p ^ .001 + Sign: Evasion decreases with age. 

Cross 'abulation of Age with Overstating Deductions for Students 

R=-.36 Under 26 26-30 31-35 36-40 Over 40 

Over deduct 15 23 45 50 57 

CompUed 85 77 55 50 43 

Column total 
(n=333i 

100% 
(151) 

100% 
(65) 

100% 
(42) 

100% 
(26) 

100% 
(49) 

People with high levels of self control are able to develop and sustain long-term 

personal commitments. They have the ability to pursue lasting relationship because their self 
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control allows them to plan and nurture. Many possible measures of long-term personal 

commitments exist, but Gott&edson and Hirschi consider marital status to be a simple and 

easily interpretable measure. Subjects indicated whether they were currently 

married/cohabitating. single, divorced, separated, or widowed. The several widowed 

respondents were classified as married/cohabitating and the remaining categories were 

collapsed into a single group. As shown in Table 6, the overall relationship between evasion 

and marital status was weak. However, married or cohabitating students were more Ukely 

to overstate deductions (R—.25). Forty-three percent of the married/cohabitating subjects 

overstated deductions as compared to 20% of those who were not. As with age. this is an 

apparent mstance of enhanced opportunity confounding a measure of control for a particular 

criminal act. In most contemporary marriages both spouses are employed, resulting in 

higher reported income, greater opportimity, and mcentive to overstate deductions. 
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Table 6 
Marital Status (Q3) 

Frequencies 

n=590 -Mar/cohab Mar/cohab 

Pooled 52% 48% 

Students 61% 39% 

Alumni 40% 60% 

Spearman-R 

Type of Evasion Any Income Deductions 

Students .09* .06 -.25*** 

Alumni .00 .05 -.06 

^ .05, **=p £ .01. ***=p ^ .001 
+ Sign: -Mar/cohab's are more likely to evade. 

Cross tabulation for Students Overstating Deductions 

R=-.25 -Mar/cohab Mar/cohab 

Over Deducted 20 43 

CompUed 80 57 

Column totals 
(n=334) 

100% 
(202) 

100% 
(132) 

Self-control theory does not view race as a determinant of criminality. As the x" 

statistics indicate (Table 7), evasion did not differ by race. 

Table 7 
Race (Q12) 

n=588 White Asian Black Hispanic Other 

Frequencies 83% 6% 5% 3% 3% 

Type of Evasion Any Income Deduct 

Chi-square 5.63# 2.77## 2.73## 

#-p ^ .23, ##-p ^ .6 
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The frequency of church attendance was elicited to identify respondents committed 

to an organized group. Self control theory does not address whether religious belief is 

related to control level The relationship between religiosity and tax evasion was studied 

by Grasmick et aL ( 1989 ). No significant associations were found by this study. 

Table 8 
Church-Going (Q13) 

Frequencies 

n=588 Never Yearly Monthly Weekly Daily 

Pooled 34% 31% 14% 20% 1% 

Students 33% 29% 14% 25% 1% 

Alumni 36% 35% 15% 13% 1% 

Type of Evasion Any Income Deduct 

Spearman-R .06 .06 -.01 

^ .05, **=p ^ .01, ***=p ^ .001 
+ Sign: Those who do not attend church are more likely to evade. 

As discussed m Chapter 3, Gottfredson and Hirschi (1990) believe that certain 

noncriminal acts are theoretically equivalent to crime. Many of these acts are likely to result 

in nijury or poor health and therefore questions about general health and hospitalization 

were inchided in the study. The general health question resulted in insufficient variance for 

meaningfiil interpretation: 97% of the respondents answered that their health was good or 

excellent. Forty-five percent had been hospitalized (not including childbirth), but there 

were no significant correlations between hospitalization and evasion. More detail about the 

causes of hospitalization might have been usefid. The coarseness of the measure is 

exemplified by a subject who noted that he is often hospitalized due to a genetic condition. 
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Table 9 
Health (Q5) 

n=590 Poor/Fair Good Excellent 

Frequencies 3% 34% 63% 

Type of Evasion Any Income Deductions 

Spearman-R .03 .00 -.05 

^ .05, **=p ^ .01, **»=p s .001 
sign: Those in poor health are more likely to evade. 

Table 10 
Hospitalization (Q6) 

Frequencies 

n=590 Yes No 

Pooled 45% 55% 

Students 51% 49% 

Alumni 36% 64% 

Type of Evasion Any Income Deductions 

Spearman-R .07* .02 .05 

*=T) ^ .05, ^ .01, ***=p s .001 
Sign: Those in poor health are more likely to evade. 

Behavioral measures of self-control 

Self-control theory predicts that adults possessing high control are also more likely 

to enter mto long-term professional commitments. Such commitments are evidence of 

ability to: (1) Defer gratification, (2) visualize future benefits, (3) and plan effectively. 

Success requires high levels of cognitive and verbal skills, dedication (often personal 

sacrifice), planning and organizational skills. This group of questions involves complex 

behaviors and attainments. Several elements of self-control and other personality traits are 

expected to mfluence each. Therefore, these questions are not intended to specifically 
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measure any individual elements of self-control but rather act as general indicators. Five 

questions about education and professional development and commitment were mcluded 

because of this research's focus on white collar crime. 

Almost two-thirds of the respondents hold a bachelors degree or above, including 

many from the college student portion of the sample who are presently pursuing a second 

degree. Earning a college diploma shows that the respondent has made a commitment to 

the fiitiure m a situation where personal eflfort and planning are required. Student 

respondents with greater formal educational background were unexpectedly more Ukely to 

overstate deductions (R=-.23). but. as predicted, less likely to earn ofiF-the-books income 

(R=.20) or barter (R= 13). The alumni with greater formal education were less likely to 

commit all forms of evasion, although not all coefficients were significant. 

Table 11 
Level of Formal Education (Q15) 

Frequencies 

00 00 II 0 <Bach. Bachelor Masters Doctoral 

Pooled 38% 34% 16% 12% 

Students 59% 33% 6% 2% 

Alumni 9% 35% 32% 24% 

Spearman- R. 

Type of Evasion Any Income Deduct Off-books Bartering 

Students .04 .05 - 23*** .20*** ]^3** 

Alumni .13* .07 24*** .08 

^ .05, **=y ^ .01, •••=p ^ .001 
+ Sign: Less ed!ucated subjects are more likely to evade. 
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Twenty-five percent of the respondents hold a license to practice a trade or 

profession. Most licenses have education and apprenticeship requirements indicating that 

their holders have high levels of control. As reported in Table 12, holding a trade or 

professional license was not associated with general propensity to evade. Overstatement 

of deductions was significant with a negative sign (-. 11), indicatmg that license holders 

were more likely to commit this type of evasion. 

Table 12 
Licensed to Practice a Trade or Profession (Q16) 

Frequencies 

n=590 No Yes 

Pooled 75% 25% 

Students 82% 18% 

Alumni 67% 33% 

Type of Evasion Any Income Deductions 

Spearman-R .00 -.01 - . l l»* 

^ .05. **=p 5 .01. »**=p 5 .001 
- Sgn: Licensed subjects are more likely to evade 

Eleven percent of the subjects were owners of a business or professional practice. 

Successfiil proprietorship is evidence of long term commitment, planning ability and the 

deferral of gratification. Owners bear high levels of risk and may receive gratification from 

risking their time and capital. They also have opportunities to evade not available to wage 

earners, such as failing to report cash income or falsifying business deductions. Owning a 

business or professional practice (Table 13) was not associated with general propensity to 

evade, however ovmers were more likely to understate income and overstate deductions. 
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Table 13 
Ownership of Business or Professional Practice (Q17) 

n=590 No Yes 

Frequencies 89% 11% 

Type of Evasion Any Income Deductions 

Spearman-R -.04 -.08* 

^ .05, »*=p ^ .OL »**=p s .001 
- Sgn: O^ers are more likely to evade. 

Working a second job should mdicate high control smce it requires a more than 

average willingness to sacrifice time for future benefits. The correlations between evasion 

and holding a second job were weak, except for understatmg income by the student subjects 

(R=-. 18). This suggests that second jobs are used to produce moonUghting/ofif-the-books 

income. People may work second jobs because they over spend and are delinquent on debt. 

Table 14 
Second Job Held by Subjects (Qt9) 

Frequencies 

n=589 No Yes 

Pooled 61% 39% 

Students 51% 49% 

Alumni 74% 26% 

Spearman-R 

Type of Evasion Any Income Deductions 

Students -.08 _  [ § * • •  .08 

Alumni -.03 -.09 - . 1 1  

^ .05, **=p i .01, £ .001 
- Sgn: Holders of a second job are more likely to evade 



Home ownership is a sign of financial responsibility and therefore indicates high 

control Prospective home buyers must defer gratification m order to accumulate a down 

payment and must, in addition, have consistently honored their financial commitments to 

qualify for a mortgage. Conversely, ownership affords possibilities for evasion not available 

to renters. In the past home owners have had a variety of opportunities to overstate 

deductions for mortgage interest and home oflBces. Failing to report income firom rental 

units and understating gains on sales can also occur. As predicted, the student home owners 

were in general less likely to evade (R=. 12) or to understate income (R=. 10). However, 

they were much more likely to overstate deductions (R=-.34). 

Table 15 
Home Ownership (Q21) 

n=587 No Yes 

Frequencies 60% 40% 

Spearman -R 

Type of Evasion Any Income Deductions 

Students j2** .10* _ 24*** 

Alumni .07 .12* -.06 

*=p ^ .05, **=p ^ .01, *»»=n ^ .001 
+Sign: Home owners are less likely to evade. 

Balancing income against expenditures is the central element of fiscal responsibility. 

Almost 20% of those surveyed (Table 16) admit to spending more than they make. 

However, the only significant correlation was with mcome understatement (R=.24) for the 

ahimni The lack of association with other variables may be attributable to vagueness in the 
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question, since it does not distinguish, for example, between borrowing to finance education 

and borrowmg to go on vacation. 

Table 16 
Income and Spending Patterns (Q20) 

n=588 Inc<Spend Inc=Spend Inc>Spend 

Frequencies 19% 33% 48% 

Spearman-R 

Type of Evasion Any Income Deductions 

Students .01 -.02 .01 

Alumni .08 .03 

*=p ^ .05, **=p ^ .01, *»»=p .001 
+ sign: Over spenders are more Ukely to evade. 

Tweh/e percent of subjects had been more than two months late on a car, mortgage, 

or credit card payment (Table 17). However, only for the alumni subjects did this indicate 

a propensity to evade. Severe debt delinquency may result fi-om poor planning and an 

inability to defer gratification, although it can also be due to uncontrollable events such as 

corporate downsizing. Pressure to satisfy creditors may induce low control respondents to 

utilize opportunities to conceal mcome and overstate deductions. 



Table 17 

74 

n=588 Yes No 

Frequencies 12% 88% 

Spearman-R 

Type of Evasion Any Income Deductions 

Students .05 .09 .02 

Alumni .13* 2Q»** 

:£ .05, **=p ^ .01. ***=p i .001 
+ Sigi: Delinquents are more likely to evade. 

Criminal and analogous acts 

Reckless behaviors, such as smoking, drinking, gamblmg, speedmg, and accidental 

pregnancy, have been found to be good predictors of criminal acts (Gottfredson and 

Hirschi, 1990, 92). Smoking (Table 18) provides the most striking between group 

difference; alumni who smoked were more likely to evade, students less likely. This 

unexplained outcome is the only instance of significant opposite signs between the two 

groups in the pairwise analysis. The fi^equency of alcohol consumption (Table 19) and the 

amount of alcohol consumed weekly (Table 20) were both correlated with general evasion, 

income understatement and deduction overstatement for the alumni. The strength of the 

associations for amount is surprising since 96% of the respondents choose the minimum 

response. The students drank with about the same frequency as the alumni, but consumed 

more alcohol. Neither quantity or frequency significantly correlated with any of the three 

basic measures. However, earning oflf-the-books income and bartering was strongly 

correlated with their quantity of consumption. 



Table 18 
Smoking (Q8) 

n=588 Yes No 

Frequencies 16% 84% 

Spearman-R 

Type of Evasion Any Income Deductions 

Students -.14** -.13** -.06 

Alumni .16** .13* .16** 

*=T) i .05, **=p ^ .01. ***=p i .001 
+ sign: Smokers are more likely to evade 

Table 19 
Frequency of Alcohol Consumption (Q9) 

n=589 Daily Weekly Monthly Yearly Never 

Frequencies 6% 19% 36% 28% 11% 

Spearman- R. 

Type of Evasion Any Income Deduct 

Students .05 .05 .03 

Alumni .14* .14* 

*=y ^ .05, **=p ^ .01, ***=p ^ .001 
+ Sign: Drinkers are more likely to evade. 
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Table 20 
Amount of Alcohol Consumed Weekly (QIO) 

Frequencies 

n=589 >39 30-39 20-29 10-19 0-9 

Pooled 1% 1% 3% 6% 89% 

Students 1% 1% 5% 9% 84% 

Alumni .5% 0% .5% 3% 96% 

Spearman- R. 

Type of Evasion Any Income Deduct OflF-books Bartering 

Students .09 .07 .02 

Alumni .13* .14* .17** .09 

*=T) s .05, ••=p ^ .01, •**=p £ .001 
+ Sign: Drinkers are more likely to evade. 

Of those surveyed, 91% never gamble or gamble only once a year (Table 21). 

Student gamblers were more likely to understate income (R=. 14). whereas for the alumni 

gambling frequency was associated widi general evasion (R=. 11) and overstated deductions 

(R=. 19). Only 4% of the respondents admitted that their maximum amount bet had 

exceeded $250 (Table 22). Student subjects who had placed large bets were more likely to 

overstate deductions (R=. 17). Purchasing lottery tickets is significantly correlated only with 

overstating deductions (R=.07), for the pooled sample (Table 23). 
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Table 21 
Gambling Frequency (Q24) 

n=589 Daily Weekly Monthly Yearly Never 

Frequencies <1% 2% 7% 40% 51% 

Spearman- El 

Type of Evasion Any Income Deduct 

Students .06 14#* .05 

Alimmi .11* .05 

i .05, **=p i .01, *»»=p £ .001 
+ sign: Gamblers are more likely to evade. 

Table 22 
Maximmn Amount Bet (Q25) 

n=582 >$1,000 750-999 500-749 250-499 0-249 

Frequencies 2% 1% 1% 1% 96% 

Spearman- R. 

Type of Evasion Any Income Deduct 

Students .07 .09 jy*** 

Alumni .09 .00 .09 

^ .05, **=p ^ .01, •»*=p ^ .001 
+ sign: Gamblers are more likely to evade. 

Table 23 
Purchase of Lottery Tickets (Q23) 

Frequencies 

n=588 Daily Weekly Monthly Yearly Never 

Pooled <1% 11% 26% 30% 33% 

Students 1% 14% 30% 27% 28% 

Alumni 0% 7% 20% 35% 38% 

Type of Evasion Any Income Deduct 

Spearman-R .03 .03 .07* 

*=y i .05, **=p £ .01, *»*=p ^ .001 
+ aign: Lottery players are more likely to evade. 
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Speeding and disobeying traffic rules should be good mdicators of how well 

mdividuals can control their impulses to disobey authority. Seventeen percent of the 

subjects had been cited for a moving violation in the past year (Table 24). Correlations with 

the basic measures of evasion were not significant for either group, but the number of 

moving violations students received was associated with having been paid-off-the-books 

(R=. 16) and bartering (R=.26). A driver's license is usually suspended for more serious 

oflfenses, such as drunk driving, and should indicate serious failures of self control. The 9% 

of respondents who had suffered license suspension were in general more likely to evade 

{R= 14) and to understate income (R= 11) (Table 25). 

Table 24 
Frequency of Moving Violations in Last Year (Q26) 

n=587 >7 5-6 3-4 1-2 0 

Frequencies <1% 1% 1% 15% 83% 

Spearman- R. 

Type of Evasion Any Income Deduct OfT-Books Barter 

Students .05 .03 .03 .16** .26*** 

Alumni .00 .00 .04 -.02 .05 

*=y ^ .05, **=p ^ .01, •••=p i .001 
+ Sign: Traffic violators are more likely to evade. 
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Table 25 

Suspension of Driving License (Q27) 

n=589 Yes No 

Frequencies 9% 91% 

Spearman- El 

Type of Evasion Any Income Deduct Ofif-Books Barter 

Students 1^5** .07 .08 .13»* .06 

Alumni .11* yj** .02 .28*** 

*=y i .05, **=p ^ .01J ***=p i .001 
+ Sign: Those whose hcenses nave been suspended are more likely to evade. 

Accidental pregnancy (Table 26), which was admitted by 23% of those surveyed, 

indicates poor planning, inability to visualize the fiitiu-e and a propensity for immediate 

gratification. Alumni who had been involved in an accidental pregnancy were in general 

more likely to evade (R=. 16), understate income (R=. 18) and overstate deductions (R=. 10), 

smdents were more Ukely only to have understated income (R=. 13) 

Table 26 
Accidental Pregnancy (Q7) 

n=580 Yes No 

Frequencies 23% 77% 

Spearman-R 

Type of Evasion Any Income Deductions 

Students .07 .13** .06 

Alumni .16** .10* 

*=T) ^ .05, **=|p 2 .01, ***=p 5 .001 
+ sign: Those mvolved in accidental pregnancies are more likely 
to evade. 
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As discussed in Chapter 3. criminal versatility exists because those with low self-

control have a propensity towards committing circumstantially appealing crimes and 

analogous acts. As expected, the questions which asked about criminal acts were highly 

correlated with evasive behavior. 

Admission of taking something as a child (Table 27) is the most temporally distant 

of all the self-reported behavior questions m the survey. For the students, it is correlated 

with the general measure of evasion (R=.29), understating income (R=.20) and overstating 

deductions (R=. 13) and for the alumni it is associated with the general evasion measure 

(R=. 19). Finding a link between past and current deviant behavior supports Gottfredson 

and Krschi's (1990) claim that self-control is established in childhood and is stable over the 

life course. Having taken something in the last year (Table 28), which was admitted to by 

27% of the respondents, was correlated with the general measure of evasion. (R=. 12). as 

well as with understating income (R=. 16). It is not clear why childhood thefts are more 

closely associated with evasion than current thefts. 

Table 27 
Taking Something as a Child (Q28) 

n=589 Yes No 

Frequencies 84% 16% 

Spearman -R 

Type of Evasion Any Income Deductions 

Students 2g»»* .20*** 13** 

Alumni .08 .06 

^ .05, **=p ^ .01, ***=p ^ .001 
+ Sign: Those who stole as children are more likely to evade. 
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Table 28 
Taking Something in the Last Year (Q29) 

n=589 Yes No 

Frequencies 27% 73% 

Spearman -R 

Type of Evasion Anv Income Deductions 

Students J Q*## -.05 

Alumni .09 .12* .13** 

*=T) ^ .05, **=p i .01, ***=p s .001 
-r sign: Recent thefts indicate a propensity to evade. 

Hirschi and Gottfredson (1990) argue that the propensity to commit crime is an 

enduring preference across the life span. StabiUty means that a child who commits criminal 

or analogous acts will continue to do so as an adult, if there is no effective mtervention. 

Because the childhood theft variable (Q28) was the only variable that explichly asked about 

a childhood crime it was combmed with (Q29) to create a theft index (Table 29) to examine 

stability. Correlations between the resulting variable (Theft) and the evasion measures 

(Table 28) are stronger than those reported for having stolen m the last year, but not for 

childhood theft. The correlation between Questions 28 and 29 is . 14 (p s .001) which is a 

little lower than the correlations for Q28 and Q29 and understating income. 

Table 29 
Theft Index 

Child+Adult Child/Adult No Theft 

Frequencies 25% 61% 14% 

Type of Evasion Any Income Deduct 

Spearman-R 23*#* .20*** .08* 

i .05, »»=p ^ .01, »**=p ^ .001 
+ Sign: Those who have stolen are more likely to evade. 
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Twenty-six percent of those surveyed had participated in an act of vandalism (Table 

30). Vandals were more likely in general to evade (R=. 17), particularly by understating 

income (R=. 16) 

Table 30 

n=589 >16 11-15 6-10 1-5 0 

Frequencies 2% <1% 2% 22% 74% 

Type of Evasion Any Income Deduct 

Spearman-R .04 

^ .05, **=p ^ .01, ***=n 5 .001 
+ Sign: Vandals are more likely to evade. 

Lying on resumes or job applications (Table 31) and msurance fraud (Table 32), 

being white-collar activities, are closer to evasion than the other deviant acts for which data 

were obtained. Significant correlations with predicted signs, were obtained between both 

questions and all measures of evasion, except for over deducting by students. 

Table 31 
Lying on Resumes or Job Applications (Q30) 

n=589 Yes No 

Frequencies 21% 79% 

Spearman-R 

Type of Evasion Anv Income Deductions 

Students .16*** .18*** .08 

Alumni 24*** 2 24*** 

^ .05, ••=p ^ .01, ***=p £ .001 
+ Sign: Those who lie to obtam jobs are more likely to evade. 
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Table 32 
Insurance Fraud (Q35) 

n=584 Yes No 

Frequencies 15% 85% 

Type of Evasion Any Income Deductions 

Speannan-R 2Q*** 

5 .05. **=p s .01, ***=p i .001 
+ Sign: Insurance claim exaggerators are more likely to evade. 

Summary 

This section has presented response frequencies for factual questions and the 

Spearman rank correlations between the factual questions and evasion measures. For the 

pooled sample, six variables were significantly correlated with either understating income 

or overstating deductions. Only insurance fraud was correlated with both dependent 

measures. For the students, eight variables were correlated with understating mcome and 

seven with overstating deductions. Three variables; gender, home ownership and childhood 

theft, were correlated with both income and deductions. For the alumni, eleven variables 

were correlated with understating income and eight were correlated with overstating 

deductions. Seven variables; debt delinquency, smoking, amount of drinking, frequency of 

drinking, pregnancy, theft in the last year and lying on a resume were correlated with both. 

While the alumni group had all the expected signs, the student group had unexpected {-) 

signs for age, marital status, education and smoking. 
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Table 33 

Summary of Significant Correlations 

Pooled Stuc ents Alumni 

Empirical Variables Income Deduct Income Deduct Income Deduct 

Gender .15** 

Age 

Marital Status _ 25*** 

Education - 23*** .13* 

Professional license -  I l»*  

Owner or partner -.13** 

Second job 

Home ownership .10* 34**!i£ .12* 

Debt delinquency 20*** 

Spending patterns 24*** 

Smoking -.13** .13* .16** 

Amount drinking .14* jg*** 

Frequency drinking .14* .15** 

Gambling .14** 

Most bet 

Lottery .07* 

Suspended license .17** 

Pregnancy .13** .10* 

Theft-child 20*** .13** 

Theft-year .12* 13** 

Vandalism .16*** 

Lie on resume 2 J *•* 24*** 

Insurance fraud .20*** 



85 

Attitudinal Questions 

The True/False attitudinal questions were intended to serve as measures of those 

personality traits that are by-products of self-control. Of the eight scales, four were 

researcher constructed and four were obtained from the Jackson Personality Inventory (JPI) 

(Jackson 1977). As with the self-reported behavior questions, a precise one-to-one mapping 

between the scales and Gottfredson and Hirschi's (1990) elements of self-control was not 

attempted. Consistent with Gottfredson and Hirschi (1990), the attitudinal scales were 

expected to have less power to explain evasive behavior than socio-demographic data and 

self-reports of behavior. 

The preliminary analysis of the belief and attitudinal questions consisted of 

calculation of Cronbach's alpha to measure reliability of the proposed scales and principal 

components analysis to compare factor structiu"es. Finally, the Spearman correlations 

between the scales and the evasion variables were calculated. The correlations for individual 

questions are not discussed because of their large number. 

The researcher constructed scales were designed to measiu-e subject traits based on 

four elements of self controL According to Gottfredson and Hirschi (1990.89) criminal acts 

provide: (1) "immediate gratification of desires;" (2) "easy or simple gratification of 

desires;" and (3) "few or meager long-term benefits:" they also (4) "require little skill or 

plaimin^' (emphasis in the original). Subjects possessing self-control are therefore able to 

defer gratification: show diligence and persistence in a course of action; make long-term 
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commitment to obtain desired outcomes; and enjoy activities that provide mainly cognitive 

gratification. 

Several questions were written in each scale to paraphrase Gottfi-edson and Hirschi's 

(1990), descriptions of people with high/low self-control. For example, one question fi-om 

the immediacy of gratification scale was. "I see nothing wrong with demanding mstant 

gratification of my desires." Such questions should have high construct validity, but may 

also produce response bias, since some subjects may not dkectly admit to undesirable traits. 

A second question written for the same scale was less obvious, "I would prefer to wait to 

open nw presents on my birthday, even if 1 accidentally found out where they were hidden." 

This type of question has somewhat less construct validity, but may be more likely to 

produce honest re^onses. As expected, when principal components analysis was performed 

on the scales, the straight-forward questions had higher loadings on the first factor 

extracted. For example, the first question discussed above had a loading of .67 as compared 

to .08 for the second. This was generally true for all four scales written for the survey. 

The JPI scales are designed for use in nonpsychiatric, nonclinical populations of 

average or above average mtelligence and education. Three of the JPI scales have already 

been mtroduced to the accounting literature by Collins, Milliron, and Toy (1990). Two of 

the measures, risk and responsibility, appear to capture elements of self-controL The third, 

value orthodoxy, was mcluded in the present study for the purposes of replication. 

The JPI risk-taking scale is more desirable for this study than measures traditionally 

used by economists. A broad concept of risk is needed, since Gottfi'edson and Hirschi 
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(1990) believe that in addition to their possible economic rewards, "Criminal acts are 

exciting, risky, or thrilling." Kachehneier (1989) compared the JPI risk scale to eUcitations 

of certainty equivalents over lotteries and found a significant correlation between the two 

measures of risk preferences. 

According to Gottfredson and Hirschi (1990.89) "[PJeople with low self-control 

tend to be self-centered, indifferent, or insensitive to the suffering and needs of others". The 

trait descriptions for a low scorer on the JPI responsibiUty scale. "Unreliable, indifferent, 

unfair, remiss, neglectfiil, thoughtless, negligent, inconsiderate, self-centered, careless." (p. 

10) appear to capture this dimension of the low self-control individual. Another JPI scale, 

interpersonal affect, was also used because the defining trait adjectives of a low scorer, 

"Unresponsive, distant, hard-hearted, taciturn, unsentimental, indifferent and cold" (p. 10) 

seems to complement the responsibility scale. 

As stated above, the value orthodoxy scale was included for replication. According 

to the JPI manual the defining traits of a high value orthodoxy scorer are; "Morahstic. 

conventional, strict, prim, devout, prudish, puritanical righteous, rigid." These adjectives 

might describe some high self-control individuals, but have negative connotations that are 

not necessarily part of self-control. 

A scale score was computed for each subject by adding the number of high control 

responses which were coded as I. For example, a subject who chose the low risk response 

to seven of the ten risk questions in the survey would receive a risk score of seven. Since 
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nonevasion responses are coded as 1. results in accordance with Gottfredson and Elirschi's 

predictions will continue to have positive signs. 

For preliminary analysis, Cronbach's alpha was calculated to measure intra scale 

reliability. Nunnally (1967, 210) states that Cronbach's alpha is a good estimate of reUability 

m most situations. Alpha measures the extent to which a scale score is mdicative of how 

individual questions were answered. Alpha would equal one if all subjects with risk scores 

of one gave the high control response to exactly the same question and all those with risk 

scores of two gave the high control response to exactly the same two questions, etc. Low 

alphas suggest that a variety of traits are being measured by a set of questions and that use 

of scale scores may obscure the relationship between individual questions and the dependent 

measures. 

Statistics between .48 and .70 were obtained for the various scales (See Table 34 

below). The only alpha that reached .70 was the JPI measure for risk. The long-term goals 

scale, written for this study and the JPI interpersonal relationship scale both had alpha's 

above .60. The two remaining JPI scales; responsibility and value orthodoxy had alpha's of 

.59 and .50 respectively. Skill and planning and ease of commission, both written for this 

study, were close to the .50 obtained for value orthodoxy. While the JPI was superior 

overall, the alphas for the researcher constructed scales were adequate for fiirther analysis. 
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Table 34 
Belief and Attitudinal Scales 

Construct Cronbach Alpha 

Immediacy .55 

Ease of commission .49 

Long-term goals .64 

Skill and planning .48 

Risk attitude-JPI .70 

Responsibility-JPI .59 

Value orthodoxy-JPI .50 

Interpersonal affect-JPI .61 

Each scale was analyzed using the principal components method with varimax 

rotation (Table 35 below). The &ctor analysis was used to determine whether a reasonable 

case could be made supporting the existence of a simpler theoretical structxu'e underlying 

the empirical measiu"es. In general most of the systematic variance could be attributed to 

three or four factors and the constructs appear relatively similar in their structure. Only 

moderate differences exist in the amount of systematic variance explained by factors with 

eigenvalues greater than 1.00 (39.4-58.2). If the amount of systematic variance for a fixed 

number of factors was reported, the range would be much less. For example, for the first 

four factors the variance range is 51.7-58.2. The structures of the four researcher 

constructed scales appear similar to those obtained fi^om the JPI. 
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Table 35 

Factor Analysis of Belief and Attitudinal Questions 

Construct Col I Col 2 Col 3 

Immediacy of gratification 19.7 43.0 J 

Easy 19.0 51.9 4 

Long-term goals 27.2 39.4 2 

Skm 19.3 53.3 4 

Risk-JPI 26.7 49.2 J 

Responsibility-JPI 21.4 43.9 J 

Value orthodoxy-JPI 18.9 51.7 4 

Interpersonal affect-JPI 22.6 58.2 4 

Mean 21.85 48.83 

Col 1: % of SSR explained by 1st factor 

Col 2: % of SSR explamed by factors with eigenvalues greater than I 

Col 3; # of factors with eigen values ^ 1 

Finally, associations between attitudinal scales and general evasion, income 

understatement and deduction overstatement appear in Table 36 (below). All significant 

results have the predicted sign. The attitudinal responses were associated with general 

evasion (mean R=. 10) and income overstatement (mean R=.08), but were not useful in 

predictmg the overstatement of deductions. This result may be explained by the fact that 

using deductions to evade appears to be influenced by opportimity, which is presumably 

unrelated to attitude. 
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Table 36 
Correlations Between Attitudinal Scales and Evasion Measures 

Construct Evade Income Deduct Off-Bks Barter 

Immediacy .12** .06 .04 

Ease of commission .08* .05 .01 .09* .12** 

Long-term goals .03 .03 .00 .05 .09* 

Skill and planning .10** .05 

Risk attitude .13** .09* .09* 

Responsibility .06 23*#* 2 

Value Orthodoxy .09** .08* -.02 .12** .09* 

Interpersonal affect .04 .08* .08* .03 .09* 

*=p s .05, **=p ^ .01, ***=p .001 

4.5 Logistic Regression Analysis 

Forward stepwise logistic regression and discriminant analysis was used to model 

the relations between the independent variables and tax evasion. The purpose of fitting the 

models was to find a subset of variables that have explanatory power beyond pairwise 

association. The resuhs for the discriminant analysis were mdistinguishable fi-om the logistic 

regressions and only the latter are presented. Because the prehminary analysis revealed 

numerous group differences, mteraction terms between group and each of the remainmg 39 

independent variables were included in the pool available for step-wise selection. Logit 

models were also fitted for the full set of variables, but as the results are quite similar they 

are not discussed. While it is not the mtention of this research to develop profiles of 

different types of evaders, enough differences arose to present a separate discussion of each. 
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Logit coefiBcients (P) and their antilogs (e^) are reported m Tables 37-40. The 

analysis is based on the presentation in DeMaris (1992). Tests of significance reported are 

based on Wald statistics. The coeflScients show the efiFects of the independent variables on 

the log odds of committing tax evasion and the antilogs indicate the estimated change in the 

odds, controlling for all other variables in the equation. For example. Table 37 indicates that 

being involved in an accidental pregnancy mcreases the predicted odds of having 

underreported income by 2.07 times. For responses measured ordinally. e^ is mterpreted 

as the increase in odds resulting fi^om a unit mcrease in the response. The e^ of 1.112 for 

responsibility mdicates an 11.2% increase in the odds of under reporting income for each 

unit mcrease in a subject's responsibUity score. Odds can be converted mto conditional 

probabilities only by specifying the values of the other independent variables in the model. 

Eleven variables entered mto the model explaining income understatement (Table 

37 below), nine of which had the predicted (+) sign. Nine were responses to factual 

questions and two were attitudinal scales. In general, the compiler is more likely to be 

fiscally sound (Q21, Q22), personally responsible, and less likely to engage in risky 

behaviors (Q7) or activities that are criminal or analogous to crime (Q28, Q30, Q35, Q36). 

A second contrasting profile emerges of a nonsmoking (Q8) evader who both works a 

second job (Q19) and believes in the benefits of hard work. No interactions entered mto this 

model 
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Table 37 

Stepwise Logistic Regression for Understated Income (Q31) 

CoeflBcients 3 S.E. ef^ 

Constant -3.09** 

Q7 Pregnancy .726** .214 2.07 

Q8 Smoking -.658** .268 .518 

Q19 Second job .653*** .197 1.920 

Q21 Home owner .405 .206 1.499 

Q22 Late payment .626 .321 1.869 

Q28 Childhood theft .543 .267 1.722 

Q30 Lie on resume .624 .250 1.867 

Q35 Insurance fi^aud 851** .299 2.342 

Q36 Vandalize .400 .175 1.491 

Easv -.145 .073 .865 

Responsibility .106 .054 1.112 

x'/df=90.48I/Il (p^.OOOl) 

All variables are significant atp^.05, **=p£.Ol, ***= p^.OOl 

Eight variables entered into the model explaining deduction overstatement (Table 

38), six of which had the predicted (+) sign. There was no prediction for the mteraction. 

Six were responses to factual questions, one was an attitudinal scale and one was an 

interaction, hi general, the compUer is more likely to eschew activities that are criminal or 

analogous to crime (Q25, Q28, Q30, Q35) and place importance on being responsible. The 

contrasting profile is of an evader who is older (Q2) and owns a home (Q21). The 

interaction for group and having children (Q4) entered in this model. Since it was not 
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hypothesized that either "having children" or "not having children" indicates level of self-

control there was no prior expectation of this mteraction. 

Table 38 
Stepwise Logistic Regression for Overstated Deductions (Q32) 

CoeflScients 0 S.E. e^ 

Constant -1.69 .900 

Q2 Age -.462**'^ .106 .630 

Q21 Home owner .980*** .250 2.665 

Q25 Most bet .376 .176 1.456 

Q28 Childhood theft .931** .321 2.536 

Q30 Lie on resume .650*» .252 1.915 

Q35 Insurance fraud 1.05*** .288 2.870 

Responsibility .140* .058 1.150 

Group by Q4 Children -.689** .224 .502 

x'/df^ll5.14/8 (p:£.000l) 

All variables are significant at p^.05, **= p^.Ol, **»= p^.OOl 

Nine variables entered into the model explaining oflP-the-books income (Table 39), 

all of which had the predicted (+) sign. There was no prediction for the mteraction. Six 

were responses to fectual questions, two were attitudmal scales and one was the mteraction 

between group and working a second job (Q19). The complier is more Ukely to be older 

(Q2) and better educated (Q15), less likely to engage in criminal or analogous behaviors 

(Q27, Q28, Q30, Q35), and holds attitudes suggesting caution and responsibility. The 

mteraction for group and second job (Q19) entered last. The frequency analysis of Q( 19) 

m Table 39 indicates that the student group was almost twice as likely to hold second jobs. 
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Given the level of education (Q15) ofthe alumni group, it seems more likely that they would 

woric extra hours at their regular job rather than moonlight. This interaction supports that 

analysis. 

Table 39 
Stepwise Logistic Regression for OfiP-the-Books (Q33) 

Coefficients b S.E. eP 

Constant -4.61*** .730 

Q2 Age .250»* .091 1.284 

Q15 Education 45-7*** .107 1.579 

Q27 Suspended license 1 . I2I  .471 3.067 

Q28 Childhood theft 1 146**» .282 3.147 

Q30 Lie on resume .926*** .274 2.524 

Q35 Insurance fraud .815 .329 2.259 

Risk .110 .043 1 . I I6  

Responsibility .104 .055 I . I IO 

Group by Q19 Second job -.718 .328 .488 

r/df=128.5l2/9 (pi.OOOl) 

All variables are significant atj^.05, **=pi.Ol, ***=p^.OOI 

Eight variables entered into the model explaining bartering (Table 40), six of which 

had the predicted (+) sign. Five were responses to factual questions, two were attitudinal 

scales and one was an interaction. There were no prediction for the sign of the interaction. 

In general those who do not engage in unreported bartering are more likely to attend 

church (Q13), avoid activities that are risky, criminal or analogous to crime (Q26, Q30, 

Q36), and possess attitudes suggesting caution and concern for others. In contrast the 
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evaders were more likely show their commitment by working a second job (Q19). The 

mteraction for group and driver's license suspension (Q27) entered last. 

Table 40 
Stepwise Logistic Regression for Bartering (Q34) 

Coefficients 3 S.E. eP 

Constant -5.85*** 1.586 

Q13 Church attendance .258 .110 1.294 

Q19 Second job -.129** .240 .478 

Q26 Moving violation .639 .259 1.894 

Q30 Lie on resume 1.00*** .261 2.727 

Q36 Vandalism 680*** .184 1.973 

Risk .180*** .052 

Interpersonal .107 .053 1.113 

Group by Q(27) Suspension .965** .316 2.624 

YVdf=I23.842/9(p^.0001) 

All variables are sienificnnt at n< 05. **= n<.01. ***= n< 001 

Seven variables entered into the model explaniing general evasion (Table 41), six of 

which had the predicted (+) sign. Six were responses to criminal and analogous acts and 

one was a behavioral measure of self-control. The evader is more likely to have less 

education (Q15) and is almost sL\ times more likely to have committed msurance fraud 

(Q35), four times more likely to have taken something as a child (Q28). three times more 

likely to have lied on a resume (Q30), ahnost twice as likely to have vandalized (Q36) and 

been involved in an accidental pregnancy (Q7) than the compilers. The evaders are less 

likely to smoke {Q8). No interactions entered this regression. 
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Table 41 

Stepwise Logistic Regressioa for Evade 

CoeflBcients P S.E. eP 

Constant -7.483 1.378 

Q7 Pregnancy .581 .283 1.789 

Q8 Smoking -.599 .298 .550 

Q15 Education .286** .109 1.300 

Q28 Childhood theft 1.412*** .266 4.103 

Q30 Lie on resume 1.235*** .367 3.438 

Q35 Insurance fraud 1.759*** .504 5.804 

Q36 Vandalism .616 .258 1.851 

r/df=97.855/7 (p^.00001) 

All variables are significant at p^.05, **=p^.01, ***=pi.001 

Table 42 (below) surmnarizes the logistic regressioa results by reporting the antilogs 

(e^) of the regression coeflBcients. As noted above, antilogs greater than one indicate that 

the coeflBcients had the predicted sign and are interpretable as odds of evading. Fifteen 

fectual questions, four attitudinal scales and three interactions were significant in at least one 

regression. There were a total of 43 variables that entered into the five models. Thirty-five 

variables had odds greater than one and five had odds that were less than one. Two of the 

three group mteractions had odds less than one, but there were no predictions for the 

mteractions. 
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Table 42 
Summary of Logistic Regressions: Odds (e^) for Significant Betas 

CoeflBcients Evade Income Deduct OflP-books Bartering 

02 Age .630*** 1.284** 

Behavioral Measures of Self-Control 

Q13 Church attendance 1.294 

Q15 Education 1.330** 1 579*** 

Q22 Late payment 1.869 

Criminal and Analogous Acts 

Q7 Pregnancy 1.789 2.07** 

Q8 Smoking .550 .518** 

Q25 Most bet 1.456 

Q26 Moving violation 1.894 

Q27 Suspended license 3.067 

Q28 Childhood theft 4.103*** 1.722 2.536** 3 147*** 

Q30 Lie on resume 3.438*** 1.867 1.915 2.524*** 2.727*** 

Q35 Insurance fraud 5.804*** 2.342** 2.870*** 2.259 

Q36 Vandalism 1.851 1.491 1 973*** 

Attimdes 

Ease of commission .865 

Risk 1.123 1.185 

Responsibility 1.112 1.150 1.100 

Interpersonal Affect 1.113 

Opportunity 

Q19 Second-job 1.920*** .478** 

Q21 Homeowner 1.499 2.665*** 

Interactions with Group 

Group by Q19 Second job .488 

Group by Q27 Suspension 2.624** 

Group by Q4 Children .502** 

**=pi.01, ***=p^.001 Odds ^ I indicate coefficient had predicted (+) sign. 
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Chapter 5 CONCLUSION 

The purpose of this study was to assess the apphcability of Gottfredson and Hirschi's 

(1990) self-control theory to the problem of tax evasion. Chapter 2 reviewed the evasion 

literature and led to the conclusion that a more complete model of the offender and the 

criminal event would contribute to a better understanding of evasion. Chapter 3 discussed 

self-control theory, and related empirical tests, and developed tax evasion research 

questions. Chapter 4 presented the survey design and a statistical analysis of the data. This 

chapter summarizes and mterprets the empirical results and evaluates the success of self-

control theory as an explanation of tax evasion. The chapter concludes with a discussion 

of the study's implications for tax policy and for future accounting and criminological 

research. 

The essential claim of Gottfredson and Hirschi (1990) is that self-control, normally 

acquired during childhood, creates an enduring propensity for acceptable social behavior, 

which enables its possessor to resist the temptations of the moment. Gottfredson and 

Bfirschi (1990) consider self-control as antecedent to any other factor affecting crime, and 

believe it to be the best predictor of deviance or conformity over the life course. Having 

accorded central roles to criminal opportunity and decision-making ability m explaining 

individual offenses, they have propounded a general theory of crime. 

Because those lacking self-control are unusually vulnerable to temptation. 

Gottfredson and Hirschi (1990) believe that criminals are versatile and that apparent 

specialization is due to recurrent opportunities. They reject the notion that typical criminals 
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acquire specialized skills and build human capital Opportunity is important m explaining 

particular criminal acts, but as opportunity to commit some form of crime is universally 

available, it is not usefiil in explaining why most conform and some do not. 

Most opportimities exist because of the absence of self-controL such as those 

afiForded by being present in an alley after dark. Other opportunities occur only if the 

individual has previously exercised self-controL, such as attaining a position of sufficient 

responsibility to embezzle fimds. The latter type of crime is relatively rare since, those m 

a position of trust are generally able to control their desires for illicit gams. 

Gottfredson and Hirschi (1990) locate the causes of crime on a continuum that 

ranges from distant to proximal. More distant measures include data about heritable 

characteristics, childhood behavior, social status, stable personaUty traits and criminal and 

analogous behaviors, which are used to mdex the individual's level of self-control. 

Proximate measures refer to situational variables, such as potential rewards, target 

accessibility, and likelihood of apprehension. The present study did not measure proximate 

causes, hence the degree to which opportunities of the moment aflFected evasion was not 

determinable. The opportunities measured are of a recurring nature and exist because an 

individual has persisted m a lifestyle generally indicative of high self-control. 

The remainder of the chapter is organized as follows: Section 1 analyzes the overall 

results obtained for the five categories of independent variables and mteractions and 

supplies tentative answers to the research questions. Section 2 discusses implications and 

limitations and concludes the monograph. 
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5.1 Summary and  Analysis of Results 

Attitudinal Measures 

Attitudes are considered to be by-products of self-controL The attitudes held by an 

individual can be used to index self-control and to explain the types of deviant acts likely to 

be committed (Keane et aL 1993). Since attitudes are measured by reports of mental states, 

Krschi and Gottfredson (1993) consider them to be less reliable than reports of behavior. 

Attitudinal questions possess one methodological advantage over behavioral measures 

because they can be constructed to separately measure the elements of control. Even 

though behavioral measures may be more reliable, they cannot be used to explore the 

relationship between individual elements and criminality, as they are related to multiple 

traits. Although no predictions were made about which scales would be most useful in 

explaining evasion, those re^ondents who were more risk-seeking and less concerned with 

their responsibility to others were more likely to evade. While the attitudes measured in the 

present study did not predict evasion as well as reports of criminal and analogous activities, 

the results were generally supportive of self-control theory. 

As discussed in Qiapter 3. Gottfredson and Hirschi (1993) argue that the elements 

of self-control measured by mdividual subscales cannot be aggregated into a single measiu^e 

that is universally usefiil in explaining crime. Knowledge of separate personality traits was 

expected to be usefiil m explaining the types of crime committed. The attitudmal questions 

were written to be general measures of the elements of self-control and were not tailored 
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to assess propensity to evade. Even though they are distant measures of evasion, the 

preliminary analysis diowed significant correlations between all eight scales and tax evasion. 

The first four research questions were addressed using scales constructed specifically 

for this study; (I) immediacy of gratification, (2) ease of commission, (3) long-term goals. 

and (4) skill and planning. 

RQl: Are tax evaders are more likely than compilers to prefer immediate 
gratification? 

RQ2: Are tax evaders are more likely than compilers to prefer easy or simple 
gratifications? 

RQ3: Are tax evaders more likely than compilers to prefer activities 
requiring minimal skill or planning? 

RQ4: Are tax evaders more likely than compilers to be uninterested or 
unprepared for long-term commitments? 

As reported in the preliminary analysis, each scale was significantly correlated (with 

the predicted sign) with at least one measure of evasion. However, only ease of commission 

entered any of the logistic regressions (Table 43). This scale had odds of less than one m 

the understating income regression, seemmgly answering RQ2 in the negative. That the 

respondents who were less averse to hard work were more likely to understate income is 

puzzlmg. Gottfi-edson and Hirschi (1990) emphasize the relative ease with which most 

crime supplies gratification, a position supported with respect to tax evasion by Weisburd 

etal. (1991). 
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Table 43 
Odds (e^) for Attitudinai Scales 

Coefficients Evade Income Deduct Off-books Bartering 

Ease of commission 0.865 

Risk 1.123 1.185 

Responsibility 1.112 1.150 1.100 

Interpersonal Affect 1.113 

•*=p^.01, ***=pi.00l Odds >1 mdicate coefficient had predicted (+) sign. 

The next two research questions were addressed using scales adopted from the JPI. 

The responsibility and mterpersonal affect scales were used to explore RQ5 and the risk 

scale was used for RQ6. The last JPI scale, value orthodoxy, was included to replicate 

Collins et al. (1990) and did not enter any of the logistic regressions. 

RQ5: Are tax evaders more likely than compilers to be self-centered, 
mdififerent, or insensitive to the suffering or needs of others? 

RQ5 was based on Gottfredson and Hirschi's (1990,89) statement that. "[P]eople 

with low self-control tend to be self-centered, indifferent, or insensitive to the suffering and 

needs of others". According to the trait descriptions accompanying the JPI, low scorers on 

the responsibiUty and mterpersonal affect scales possess these attributes. Responsibility 

appeared with positive signs in the income, deductions, and off-the-books regressions as did 

interpersonal affect in the bartering model. 

RQ6: Are tax evaders more likely than compUers to prefer risky behaviors? 

Gottfredson and Hirschi (1990. 89) describe criminal acts as, '"''exciting, risky or 

thrilling [to those with low self-control]. They involve stealth, danger, speed, agility, 

deception, or power." (Emphasis in the original.) Deception is mvolved when a payroll 
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transaction is not reported to the IRS and when the exchange of goods and services go 

unreported. The risk scale entered with positive signs in the oflP-the-books mcome and 

bartering regressions. 

The analysis of the scales suggest that nifonnation about general attitudes can be 

used to explain the commission of specific crimes. All eight scales had a significant pairwise 

correlation with at least one measure of evasion. That only four entered into any of the 

stepwise regression models indicates that their effects were masked by behavioral measures. 

This is consistent with Hirschi and Gottfredson's (1993) methodological hierarchy. Since 

the ability of general attitudinal measures to explain specific acts is necessarily limited, 

fixture research could have a more tax specific focus. For example, a statement eliciting 

attitudes about immediate gratification like. "I am often impatient when 1 am forced to wait" 

could be replaced with, "I am often impatient when I am forced to wait for a tax refimd." 
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Criminal and Analogous Acts 

As discussed in Chapter 3, Hirschi and Gottfredson (1993. 49) adopt the position 

that, "the best indicators of self-control are the acts we use self-control to explam: criminal 

delinquent, and reckless acts." Three research questions were developed concerning 

ofifender versatility. 

RQ7: Are tax evaders more likely than compilers to have committed 
delinquent acts? 

RQ8: Are tax evaders more likely than compliers to have committed other 
crimes? 

RQ9; Are tax evaders more likely than comphers to mdulge in reckless or 
imprudent behavior that are analogous to crime? 

The results obtained for the measures of criminal and analogous acts provide strong 

aflBrmative answers to these questions. All questions, except those related to drinking, 

appeared in at least one logistic regression (Table 44). Lying on a resume or job application 

appeared in all five and the other white-collar crime measured, insurance fi"aud. entered in 

four. Although the two white-collar crimes appear more often, admission of childhood 

theft, vandalism, and accidental pregnancy also entered more than once. These last three 

variables are &r removed firom the dependent measures. Their usefiihiess m explaining tax 

evasion is strong evidence of a common antecedent cause. 
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Table 44 
Odds (e^) for Criminal and Analogous Acts 

CoeflBcients Evade Income Deduct Off-books Bartering 

Q7 Pregnancy 1.789 2.07** 

Q8 Smoking 0.550 0.518** 

Q25 Most bet 1.456 

Q26 Moving violation 1.894 

Q27 Suspended license 3.067 

Q28 Childhood theft 4.103*** 1.722 2.536** 3.147*** 

Q30 Lie on resume 3.438*** 1.867 1.915 2.524*** 2.727*** 

Q35 Insurance fi-aud 5.804*** 2.342** 2.870*** 2.259 

Q36 Vandalism 1.851 1.491 1.973*** 

odds >1 : odds <l totaI=19:2 5:1 5:1 4:0 4:0 3:0 

**=p5.01, ***=p^.00l Odds >1 mdicate coefficient had predicted (+) sign. 

All the criminal and analogous acts had the expected sign, except for smoking. As 

reported in the prelfaninary analysis in Chapter 4, only 16% of the respondents smoke. While 

there was no significant difference in the fi"equency of smoking between the alumni and 

student groups, there were important differences in the relationship between smoking and 

evasion, for the pairwise associations. While the alumni smokers were, as predicted, more 

Ukely to evade, opposite results were obtained for the students. The interaction between 

smoking and group was not significant m any of the logistic regression models. No 

explanation is apparent for this result. 

Lack of variation m response did not necessarily prevent a question fi-om bemg 

usefixl in explaining evasion. Ninety-six percent of those surveyed placed themselves in the 

lowest response category for gambling (maximum bet below $250). Since 49% of the 
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subjects gamble at least occasionally, the response mtervals were clearly too wide. 

Nonetheless, this question entered the overstating deductions regression, suggesting that 

fiiture research should try to identify participation level even if relatively few individuals are 

likely to have indulged m extreme behavior. 

Behavioral Measures of the Elements of Self-Control 

There were ten behavioral measures of self-control of which four; church attendance, 

education, home ownership, and late payments, entered at least one regression model (Table 

45). All of the five significant antilogs had odds greater than one. As discussed m Chapter 

4, each of these questions were expected to be measures of more than one element of self-

control. Therefore, they were not mtended to address individual research questions. For 

example, obtaining an advanced degree indicates long-term commitment, deferral of 

gratification, a willingness to acquire new skills and tackle complex tasks. 

Table 45 
Odds (e^) for the Behavioral Measures of the Elements of Self-Control 

Coefficients Evade Income Deduct OflF-books Bartering 

Q13 Church attendance 1.294 

Q15 Education 1.330** 1.579*** 

Q2l Homeowner 1.499 

Q22 Late payment 1.869 

**=p^.01, ***=p5.00I Odds >I indicate coefficient had predicted (+) sign. 

General Demographic Measures 

Data was collected for eight general demographic characteristics, mcluding several 

which were not of research mterest, but were considered necessary for control purposes. 
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Of the demographic measures, onfy gender and age, were specifically the object of research 

questions. 

RQ; 10 Are tax evaders more likely to be younger than compilers? 

RQl 1: Are tax evaders more Ukely to be male? 

Age was the only demographic variable to appear in any of the stepwise logit models 

(Table 46). Consistent with most prior research, which has found that young people are 

more hkely to be involved in criminal activity, the younger taxpayers were more likely to 

earn ofif-the-books income. Younger taxpayers may be unable to enter the workforce in 

conventional settings and may be more likely to be involved with those employers who pay 

ofif-the books. 

Table 46 
Odds (e^) for Demographic Measures 

CoeflBcients Evade Income Deduct Off-books Bartering 

Q2 Age .630*** 1.284** 

**=pi.01, ***=pi.001 Odds > I indicate coeflScient had predicted (+) sign. 

That younger taxpayers were, unexpectedly, only 65% as likely as older taxpayers to 

overstate deductions may be explained by increased opportimity to plausibly exaggerate 

deductions as age increases. Younger taxpayers are more Ukely to have lower income and 

take standard deductions. Older taxpayers are more likely to have higher income and be 

entitled to various types of itemized deduaions. Since faiformation concerning mcome levels 

or specific type of overstatements was not elicited, this explanation cannot be tested using 

the present data set; fiirther study is needed to determine hs validity. 
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In the preliminary analysis gender was reported to be strongly correlated with the 

general measure of evasioa, as well as with understating mcome and overstating deductions 

for the students, but not for the alumni. Gender did not enter any of the logjt models. 

Opportunity 

As discussed in Chapter 3. Hirschi and Gottfredson (1993) predict main effects for 

opportunity only when explaining specific crimes. Therefore, dififerent opportunity variables 

should enter mto the deduction and income regressions and opportunity should not be 

important in explaining the general evasion measure. The structural analysis of tax evasion 

in Section 3.3, identified opportunities for home owners and business owners to overstate 

deductions and for business owners and for those who worked a second job to understate 

income. Four research questions were posed concerning opportunity. 

RQ12: Are business owners more likely than wage earners to evade by 
income understatement? 

RQ13: Are respondents with second-jobs more likely to understate income? 

RQ14: Are home-owners more likely than renters to evade by overstating 
deductions? 

RQ15: Are business owners more likely than wage earners to evade by 
overstating deductions? 

Although the preliminary analysis indicated that business owners were more likely 

to understate income and overstate deductions, the logistic regressions (Table 47) were not 

usefiil for answering RQ12 or RQ15. Working a second job mdicates a willmgaess to 

sacrifice time in the present but also adds an opportunity to understate income, which this 

group did. Working a second-job was useful in explaining both income understatement and 
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bartering in the logistic regressions. Similarly, homeowners were much more likely to 

overstate deductions. These results provide afBrmative answers to RQ13 and RQ14. 

Table 47 
Odds (e^) for Opportunity 

Coefficients Evade Income Deduct Oflf-books Bartering 

Q19 Second-job 1.920*** .478** 

Q21 Home owner 2.665*** 

**=p^.01, ***=pi.001 Odds >1 indicate coefficient had predicted (+) sign. 

Home ownership has proven to be one of the more interesting questions included 

in the study. Home owners are less likely to understate mcome (Table 45). but more likely 

to overstate deductions. Working hard and saving for a house down payment is a traditional 

goal of many Americans and demonstrates a high level of self-control. Once attained, home 

ownership does not guarantee financial success and security and may in fact become a 

burden. The finding that home owners are less likely to understate income, but more Ukely 

to inflate deductions suggests a mam effect for opportunity. 

Whereas, opportunity played a role in explaining specific types of evasion, the 

variables that enter the general evasion regression, are all criminal or analogous events; 

accidental pregnancy, smoking, childhood theft, lying on a resume, insurance fi-aud and 

vandaJism, with the exception of education. These measures are not related to the crime 

specific event, tax evasion. 

The preliminary analysis revealed numerous group differences when computing 

pairwise correlations. Group interaction variables were constructed for inclusion in each 
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stepwise logistic regression, but only three entered any of the models (Table 48). 

Apparently, the group differences were of little importance in models containing variables 

measuring more specific characteristics of the subjects. 

The second job interaction mdicates that student subjects who held a second job 

were more likely than the alumni to not report the mcome. As the two groups had similar 

rates for both overall evasion and income understatement an opportunity effect is suggested. 

The alumni were overall better educated and older. This suggests that they are more 

established in their careers and have more varied opportunities for evasion. The license 

suspension mteraction indicates that alumni with suspended licenses were more likely to 

barter. The children interaction shows that the alumni with more children were more likely 

to overstate deductions. 

Table 48 
Odds (e^) for Interactions 

Coefficients Evade Income Deduct Oflf-books Bartering 

Group by Q19 Second job 0.488 

Group by Q27 Suspension 2.624** 

Group by Q4 Children 0.502** 

**=p^.OI, ***=p^.001 

5.2 Discussion 

This study was undertaken to determine whether self-control theory is usefixl in 

explaining tax evasion. The investigation was of potential mterest both to accountants and 

criminologists. Accounting researchers applying rational choice models have used 

opportimity and risk preferences to explain evasion. Self-control theory provides a different 
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view; instead of treating tax evasion as an economic event, it is seen as part of a web of 

criminal and imprudent activities. 

Gottfredson and Hirschi (1990) argue that the same lack of self-control that prevents 

the offender from successfiilly participating in orthodox society. leads to the commission of 

crimes m an incompetent manner. Rather than being a viable alternative to conventional 

employment, crimes are largely committed by those who are unable to find or hold steady 

jobs. This suggests a limitation in the value of applying economic models to crime. If crime 

is an industry, its participants are largely those who have failed to succeed in legitimate 

endeavors. Their behavior may be quite different from the typical citizen who is able to 

survive in the legal market economy. 

Evasion is a possible counter-example to this characterization. Evaders must have 

retumable income, which has usually been legitimately earned. Because most evaders can 

afford to pay. evasion can be viewed as a choice by homo economicus. Because of its 

pervasiveness, it is tempting to treat evasion as different from forgery or embezzlement. 

Nonetheless, the results of this study show that, similar to other criminals, evaders are 

versatile. The best predictors of evasion were drawn from a broad spectrum of criminal or 

analogous acts. Some distant indicators of low-self control such as childhood theft and 

accidental pregnancy were excellent predictors of evasion. Self-control theory permits the 

identification of those who are most likely to succumb to temptation when appealmg 

opportunities for evasion are presented. The results of this study suggest that accounting 

researchers, whether conducting experimentaL survey, or analytic research should identify 
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and examine stable personality differences, including levels of self-controL between evaders 

and compliers. 

This research is also of mterest to criminologists. Offender versatility versus 

specialization is a controversial issue in criminology. Weisburd et al. 's (1991) descriptive 

study, showed that convicted evaders were likely to be involved m other criminal activities. 

Because there was no comparison with nonevaders the value of versatility as a predictor 

of evasion was not established. In this study, the best explanatory variables were those that 

measured participation in criminal and analogous acts, providing support for versatility. 

As discussed in Chapter 3. Hirschi and Gottfredson (1993) present a hierarchy of 

measures, in which behaviors are considered more reliable mdices of self-control than 

attitudes. This study is the first to develop and test a set of behavioral variables aimed at 

measuring variations m self-control beyond that indicated by involvement in criminal and 

impmdent activities. Several measures were useful in explaining evasion, and the behavioral 

measures generally performed better than the attitudinal scales. 

The resuks of this study have impUcations for the development and implementation 

of tax policy and procedures. Those who ranked low on measures of self-control had a 

higher propensity to evade. Some of the data collected by self-report m this study is 

available fi^om data bases such as motor vehicle and credit records. Without considering the 

ethical and legal implications of using personal data, it appears that such information would 

constitute a usefiil tool for enforcement. 
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The results of this study are generally supportive of the IRS's current policy for 

combating evasion. The IRS's methods are most usefiil for revenue generation and 

deterrence of large evasions. The number of cases of criminal and civil fraud pursued is 

relatively gmall and focuses on special prosecutions (e.g. drug dealers) and on tax protestors 

(Nagin, 1990.14). The Service uses the TCMP to identify and aggressively pursue 

taxpayers in high opportunity areas. For tliose with average or high self-controL the threat 

of sanctions is effective in deterring large evasions. But threats are probably least effective 

for those with low control In this study, subjects who were generally careless of their own 

welfare, as indicated by accidental pregnancies, moving violations and license suspension 

were more likely to evade. Greater risk of apprehension and penalty appears unlikely to 

effectively restram this group; aggressive enforcement is required. 

Taxing authorities are not the only parties concerned with evasion. Accomitants 

may be the unwitting preparers of fraudulent retmns and may be penalized even in the 

absence of knowledge or intent. Background checks in which evidence of self-control is 

emphasized might lessen the likelihood of association with clients lacking mtegrity. 

The subjects used in this study provided a difficult test of self-control theory. 

Rather than offering a broad range of control levels, the participants were drawn from two 

groups likely to rank high on the dimensions of control: college students who are showing 

a current willingness to work hard, defer gratification, and attempt complex tasks; and a 

high school alumni group of whom 91% are college graduates. The consequent restriction 
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in the range of re^onse for the independent variables is likely to have weakened the power 

of the tests. Future research should use a general population sample. 

The survey was purposely left vague regarding subject income, evasion amounts and 

details about the types of deduction overstatements committed. Although done to 

encourage participation, it left several questions without satisfactory answers. Futiure 

research should attempt to identif>' the amount and method of evasion. 

Because this study focused on the self-control aspect of Gottfredson and Hirschi's 

(1990) general theory, emphasis was placed on relatively distant measures such as 

education, home ownership, business ownership, and the commission of other criminal and 

analogous acts. The cncumstances which led to committing a particular act of evasion were 

not assessed- In comparing the relative contributions of self-control and opportunity in the 

present study, distant measures were used in both cases. Because of the temporal distance 

between the survey and the events measured, assessments of proximate causes might have 

been unreliable. Futiu'e research could incorporate face-to-face interviews as taxes are 

filed, or utilize experimental methods to reliably determine the immediate causes of evasion. 

Neither Gottfi^edson and Hirschi's (1990) theory, nor the empirical results of the 

present research provide a simple answer to reducing evasion, beyond that which can be 

affected by greater deterrence. Gottfi-edson and Hirschi (1990) believe that self-control is 

acquired primarily in childhood and that its absence is evidenced by involvement in a variety 

of criminal and imprudent behaviors through the life-course. It follows that reducing the 

propensity for evasion can only be affected by major societal changes in child rearing. The 
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widespread participatioii by evaders in this study m other criminal and analogous activities 

supports this assertion. Evasion is not unique, but part of the general problem of deviance 

in society. 
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APPENDIX A 

This appendix differs from the actual survey in three ways: (1) it has been changed to permit 

standard margins; (2) the true-false questions have been unscrambled and headings have 

been added to indicate scale and if the high control response was true or false; and (3) forty 

questions have been omitted because their pubUsher did not permit their reproduction. 

Directions 
On the following pages you will find a series of 
questions aixxjt yourself. Please answer these 
questions on the General Purpose Answer 
Sheet Ignore the section for name, birth date 
etc. and begin with side 1, number 1. 
I.Sex A. Male B. Female 

2. When were you bom? 
A. before 1955 B. 1955-1959 C. 1960-1964 
D. 1965-1969 E. 1970 or after 

3. Current marital status; 
A. Single B. Mamed/Cohabitating 
C. Divorced D. Separated E. Widowed 

4. Do you have any children? A. Yes B. No 

5. How has your general health been since age 
18? A. excellent B. good C. fair D. poor 

6. Have you ever been hospitalized? (except for 
childbirth) A. Yes B. No 

7. Women; Have you ever had an accidental 
pregnancy? A. Yes B. No 

Men; Have you been responsible for an 
acddental pregnancy? A. Yes B. No 

8. Do you smoke dgarettes? A. Yes B. No 

9. How often do you have a drink (beer, wine, 
wine-coolers, hard liquor)? A. Almost every 
dayB. Several times a week C. Several times a 
month D. Several times a year E. Never 

10. How many drinks do you consume during a 
week?A. 0-9 B. 10-19 C. 20-29 D.30-39 E. 39+ 

11. How often do you exerdse during a typical 
week? A. 0 B. 1-2 C. 3-4 D. 5-6 E. 7 

12. Which group do you identify with? A. Black 
B. White C. Asian D. Hispanic E. Other 

13. How often do you go to church, synagogue, 
mosque or other place of religion? 
A. ye^y B. morrthly C. weekly D. daily 

14. Which one phrase best completes tiie 
sentence below? picked elective courses in high 
school or college because they were; 
A. easy B. Interesting 
0. useful for my intended career D. other 

15. Which was the last level of education that 
you completed? 
A. Less than a bachelors degree 
B. Bachelors degree 
C. Masters degree 
D. D.D.S., Ed.D, J.D.,M.D.,O.D., Ph.D.,etc 

16. Are you licensed to practice a trade or 
profession? (law, medidne, movie projection, 
plumbing, public accounting.)A. Yes B. No 

17. Are you an owner or partner in a business or 
professional practice? A. Yes B. No 

18. What is your current employment status? 
A. full-time (induding homemaker) B. part-time 
C. student D. unemployed E. retired 

19. Have you had a second job at any time 
during the last 3 years? A. Yes B. No 

20. Which statement best describes your 
current finandal situation? 
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A. I spend less than I make. 
B. I spend as much as I make. 
C. I spend more than I make. 

21. Do you own your own home? A. Yes B. No 

22. Have you ever been more than 2 months 
late on a car, mortgage or credit card payment? 
A. Yes B. No 

23. How often do you buy lottery tickets? 
About once a: 
A. year B. month C. week D. day E. never 

24. How often do you gamble (other than the 
lottery)? About once a: 
A. year B. month C. week D. day E. never 

25. What is the most that you have ever placed 
on a single bet? A.$0-249 B.$250-499 
C.$500-$749 D.$750-$999 E. over $1000 

26. How many times have you received a 
moving violation in the last year? 
A.0 B.1-2 C. 3-4 D. 5-6 E.7ormore 

27. Has your driver's license ever been 
suspended? A. Yes B. No 

28. I took something that wasn't mine at least 
once when I was a child. A. Yes B. No 

29. In the last year I have taken something that 
wasn't mine at least once. A. Yes B. No 

30. Have you ever included something that 
wasn't true on a job application or resume? 
A. Yes B. No 

31. Have you ever had income that didn't get 
reported on your tax return, even a small 
amount? A. Yes, at least once in the last 3 years 
B. Yes, but not in the last 3 years C. No 

32. Have you ever overstated your deductions 
on your tax return, even by a small amount? 
A. Yes, at least once in the last 3 years 
B. Yes, but not in the last 3 years 
C. No 

33. Have you ever been paid off the books? 
A. Yes B. No 

34. I have traded goods or services and not 
reported it on my tax form A. Yes B. No 

35. Have you ever exaggerated an insurance 
claim? A. Yes B. No 

36. How many times have you defaced or 
vandalized someone else's property? 
A.0 B. 1-5 C.6-10 D. 11-15 E.16+ 

INSTRUCTIONS 
On the following pages you will find a series 

of statements which a person might use to 
describe himself. If you agree with a statement 
or dedde tinat it does describe you, mark "A" on 
the answer sheet to indicate TRUE. If you 
disagree with a statement or feel that it is not 
descriptive of you, mark "B" on the answer 
sheet to indicate FALSE. Mark either A=True or 
B=False for every statement, even if you are 
not completely sure of your answer. 

IMMED 
"Criminal acts provide immediate gratification of 
desires." A. True 
1. I would prefer to wait to open my birthday 
presents on my birthday, even if I accidentally 
found out where tiiey were hidden. 

2. Many people expect results too fast from their 
diets; I would rather be on a nutritious diet and 
lose weigh slowly and sensibly. 

3.1 l ike to save the best for last  

4. I obey stop signs even when there are no 
other cars in sight 

5.1 would wait  a  year for a  boyfr iend or gir l fr iend 
away at school or in the army. 

B. False 
1.1 l ike to get quick results when I 'm investing 
my time and money. 

2.1 am often impatient when I  am forced to wait  

3. When I want to buy something I use my credit 
card even if I know I will have ti-ouble making 
the payments. 
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4.1 see nothing wrong with demanding instant 
grattficalion of my desires. 

5. If I don't see immediate results from an 
exerdse program, I can't stick to it 

EASY 
"Criminal acts provide easy or simple 
grafficafon of desires." A. True 
1.1 don't mind working hard for my money. 

2.1 agree with the old saying that you have to 
work for things that are worthwhile. 

3. A little extra effort always makes the reward 
that much better. 

4. I like to earn people's respect by being 
careful and diligent 

5. If I want something I'm willing to keep working 
for it even when it's tough going. 

5. False 
1.1 l ike to look for the easy simple way out 

2. I often just look busy at work even when 
there are tasks I should be doing. 

3.1 often can't  seem to fol low up on things.  

4. People who work hard to get what they want 
are just fooling themselves. 

5. Easy come, easy go is my philosophy. 

LONG-TERM 
"Crimes provide few or meager long-term 
benefits." A. True 
1.1 keep in touch with my old fr iends.  

2.1 have long-term goals.  

3. People should plan for the future. 

4. The benefits of striving for the long-run are 
obvious. 

5.1 am committed to working for my future and 
my family's future. 

B. False 

1.1 have l i t t le interest in career advancement 

2. I have difficulty making long-term 
commitments. 

3.1 prefer to concentrate on the short-term. 

4. The short-run is what is important to me. 

5. Here today, gone tomorrow, so why worry 
about the future. 

SKILL 
"Crimes require little skill or planning." 
A. True 
1.1 value education for i ts own sake,  whether or 
not it is practical. 

2. Before I travel I make a written list of what I 
need to take. 

3. I usually make a list before I go to the 
supermarket 

4.1 shop once a week for almost everything that 
I need. 

5. When I have a lot of things to do I make a 
schedule so that nothing gets forgotten. 

B. False 
1. A person needs only "street smarts" to get 
ahead not academic training. 

2. People spend too much time on their 
education. 

3. Even when I have learned a new skill or trade 
I have never gotten ahead. 

4. I enjoy tasks which require little skill or 
planning. 

5. When playing board games or gambling, I 
prefer games that are mostly luck. 

Questions 79-118 were taken from the Jackson 
Personality Inventory © Douglas N. Jackson. 
Permission for their use was obtained from the 
publisher Sigma Publishing, Inc.. which did not 
permit their reproduction in this monograph. 
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