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Abstract

This research examines the personal (i.e., Machiavellianism) and situational factors (i.e., tax climate) that are believed to be psychologically 
salient aspects in tax compliance. To the best of our knowledge, no research has been carried out to investigate the interaction effect of the 
two factors. This study uses a paper-and-pencil laboratory experiment 2x2 between-subject factorial design that involved 158 participants. 
The results indicate that a taxpayer who has a low Machiavellianism score or who is in a high synergistic tax climate reports a higher level of 
income. In the high synergistic tax climate, where tax norms apply, personal ethics do not play a significant role in tax compliance decisions. 
Where the synergistic relationship between taxpayer and authorities is low, personal ethics play an important role, i.e., low Machiavellians report 
a higher reported income than high Machiavellians do. This research contributes to the literature that deviates from the traditional model of tax 
compliance. Taxpayers are not always rational, but they might pay tax for reasons other than financial motives (Alm, 1991, 2018), that is, personal 
ethics in this study. This research implies the need for policymakers to consider other approaches rather than only relying on audits and fines. 
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reaches little consensus (Devos, 2014; Durham et al., 2014; 
Gobena & Van Dijke, 2016; Muehlbacher et al., 2011). 

Tax compliance research began with Allingham and 
Sandmo’s (1972) seminal paper. Allingham and Sandmo’s 
model assumes all taxpayers are always rational, selfish, 
and utility-maximizing individuals and, therefore, the only 
compliance strategy is to force taxpayers to pay with the 
threat of audits and fines. However, this model ignores 
the psychological aspects of taxpayers (Niesiobedzka, 
2014). Moreover, it is difficult to reach a conclusion about 
the effectiveness of audits and fines to deter tax evasion 
(Kirchler, 2007). 

This research investigates tax compliance under a fiscal-
psychological approach. This approach is important because 
the empirical literature shows that individual taxpayer’s 
decisions about paying taxes are driven by factors other 
than the deterrence factors (i.e., audits and fines), for 
example, trust in authority (Kogler et al., 2015; Wahl et al., 
2010), justice (Kim & Lee, 2020; Wenzel, 2002), social 
norms (Bobek et al., 2013; Cullis et al., 2012), and ethics 
(Eisenhauer et al., 2011; Ghosh & Crain, 1996; Henderson 
& Kaplan, 2005; Soliz, 2015). This literature states that 
taxpayers are not fully rational, as described in the traditional 
model of tax compliance (Alm, 1991, 2018; Alm & Torgler, 
2011). Nguyen et al. (2020) argued that knowledge of tax 
compliance behavior goes far beyond deterrent factors and 
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1. Introduction

Tax compliance is a crucial issue for almost all nations 
to support government spending (Le et al., 2020). It is of 
interest to practitioners, academicians, and governments. 
Every nation faces the challenge of overcoming tax evasion, 
for example, by revealing the shadow economy, detecting 
unreported income, and promoting honest tax returns 
(Kirchler, 2007). However, tax compliance is notoriously 
difficult to research (Alm, 2018). Research in this area still 
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economic factors as described in Allingham and Sandmo’s 
(1972) model. 

This research investigates Machiavellianism as part of 
one’s personal ethics that might contribute to a tax compliance 
decision. Machiavellianism is a personal factor that shows 
moral or ethical standards that are believed by individuals. 
Machiavellianism has received much attention from social 
science research into ethical and deviant behavior, but Shafer 
and Wang (2017) stated that Machiavellianism still receives 
less attention from tax compliance empirical research. Some 
empirical literature shows that Machiavellianism plays 
an important role in understanding taxpayers’ decisions 
(Blanthorne & Kaplan, 2008; Ghosh & Crain, 1996; Murphy, 
2012; Shafer & Simmons, 2008; Shafer & Wang, 2017; 
Soliz, 2015). 

This study also examines the synergistic tax climate 
in the relationship between taxpayers and authorities. 
Synergy in the relations between these two parties will 
create a relationship of mutual trust between them, then the 
taxpayers’ cooperative behavior will occur. The slippery 
slope theory states that, in a synergistic tax climate, the 
taxpayers trust that the authorities manage taxes properly, in 
the public interest. On the other hand, the authorities trust the 
taxpayer is willing to pay his/her taxes honestly (Kirchler, 
2007; Kirchler, et al., 2008; Wahl et al., 2010). The existence 
of trust in the relation between authorities and taxpayer will 
create cooperative behavior. Trust also implied social norm 
of paying tax (Wenzel, 2004b). 

The literature strongly supports that these two factors 
positively affect tax compliance. In the decision-making 
process, individuals consider internal factors and situational 
factors (Trevino, 1986). When making decisions, individuals 
use their ethical standards and also consider the situation at 
hand. Ethical standards and the tax climate when taxpayers 
relate to the authorities can exert an interaction effect on tax 
compliance. Some of the literature suggests that individual and 
situational factors may have an interaction effect on decision 
making (Ghosh & Crain, 1996; Trevino, 1986). However, no 
empirical research has investigated the interaction between 
Machiavellianism and tax climate. The compliance decision 
of a Machiavellian might depend on the synergistic level of 
the tax climate, but to the best of our knowledge this issue is 
unanswered yet. Therefore, this study aims to fill this gap. 

Individuals may make tax payments on moral grounds 
(Andreoni et al., 1998). However, how individuals with 
different levels of ethical standards make compliance 
decisions in the different levels of a synergistic tax climate 
remains unanswered. Therefore, this study aims to examine the 
compliance decisions of Machiavellian types in the situation 
where there is synergy between taxpayers and authorities.

This study argues that the role of personal ethics is 
important in increasing tax compliance when the authorities 
do not have a synergistic relationship with taxpayers. Since 
some taxpayers pay taxes because they believe that cheating 

is wrong (Alm, 1991), personal ethics might prevent a 
taxpayer engaging in tax evasion in a low synergistic 
tax climate. Therefore, personal ethics may have a more 
significant role in a low synergistic climate, rather than in a 
high one. We argue that in a low synergistic tax climate, low 
Mach will show higher tax compliance rates than high Mach.

When there is a synergic relationship between the 
taxpayer and the government, each party has understood his 
rights and obligations to the state, including paying taxes, 
so tax compliance becomes a generally accepted norm and 
therefore, the role of personal ethics is insignificant. There is 
no significant difference in the level of compliance between 
high Mach and low Mach in synergistic conditions, because 
there is the norm of trust in this climate. Conversely, in a 
low synergistic climate, there is no trust-based relationship 
between people and the government, and because not all 
people behave rationally and selfishly (Alm, 2018), ethics 
plays an important role in increasing compliance. 

This study uses an experimental approach with a 2x2 
factorial design between subjects. The research participants 
were undergraduate accounting students at Diponegoro 
University, Indonesia. The results showed that the existence 
of a synergistic climate and Machiavellianism had a 
significant effect on tax compliance. In a high synergistic tax 
climate, there was no difference in the level of compliance 
between high Mach and low Mach. Conversely, in a low 
synergistic climate, low Mach showed a higher level of 
compliance compared to high Mach. The results of this 
study indicate that personal ethics become a key factor of 
compliance when the institutional environment does not 
show social norms that support tax compliance. The results 
of this study support the statement that individuals do not 
always behave rationally, or selfishly, but individuals still 
use ethical considerations (Alm et al., 1992; Alm & Torgler, 
2011; Andreoni et al., 1998; James & Alley, 2002).

The research contributes to the personal-situational 
interaction model proposed by Trevino (1986). This study 
provides empirical evidence about the interaction effect of 
Machiavellianism as a measure of the personal ethics and 
situational factors represented by a synergistic tax climate 
on tax compliance decisions. This research model also 
confirms the empirical model of Ghosh and Crain’s (1996) 
research, that individual and situational factors are factors 
that influence tax non-compliance. This research provides 
recommendations for policymakers to consider, especially 
alternative compliance strategies instead of audits and fines. 

2.  Literature Review and Hypothesis 
Development 

Tax compliance research can be divided into three 
approaches – economic deterrence, social-psychology, 
and fiscal-psychology (Parlaungan, 2017: 17). This study 
examines the fiscal-psychological aspects of individuals 
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by examining Machiavellianism in making tax decisions 
in a synergistic tax climate. The synergistic tax climate 
represents the relationship between the taxpayers and 
the authorities, based on their trust in each other. In this 
climate, all taxpayers agree that paying taxes is a form of 
contributing to the state, and there is justice in the taxation 
system. The authorities treat taxpayers as clients who must 
be served with respect (Kirchler, 2007; Wahl et al., 2010). 
We classify our research as a fiscal-psychological approach 
since we consider the interaction climate of taxpayers and 
authorities.

2.1. Machiavellianism

Machiavellianism depicts individuals as having 
manipulative, cold, and calculating personalities who pay 
very little attention to moral or ethical standards (Christie & 
Geis, 1970). A Machiavellian justifies opportunistic behavior 
for personal gain. These individuals are less motivated 
to contribute for the public good, and have lower ethical 
standards than non-Machiavellian individuals. With these 
characteristics, a Machiavellian tends to engage in unethical 
behavior in a variety of situations, including in the area of   
tax reporting (Shafer & Wang, 2017).

Individuals with high Machiavellianism scores indicate 
insensitivity to social values   and the likelihood of performing 
manipulative behavior. The individual is also less concerned 
with moral issues such as justice, and prefers to pursue 
personal interests. The Machiavellianism instrument is 
considered appropriate for investigating ethics in taxation 
because taxation is a social issue and deliberate tax non-
compliance is manipulative behavior (Ghosh & Crain, 
1996). A non-Machiavellian tends to be more obedient to 
the tax laws than Machiavellian individuals (Ghosh & Crain, 
1996; Shafer & Wang, 2017).

2.2. Synergistic Tax Climate

The interaction of all the actors in the taxation system 
creates a tax climate. Interaction based on the good 
intentions of all the various parties and trust will foster a 
synergistic tax climate. Synergy in the relationship between 
the tax authority and the taxpayer is characterized by, among 
others, justice in the taxation system, transparency, and 
the taxpayer’s trust in the authority. The tax authority also 
trusts that the taxpayers are citizens who have an awareness 
to contribute for the public good. Balliet and Lange (2012) 
stated that the literature generally shows that trust is a strong 
determinant for reaching cooperative behavior, including in 
this case tax compliance.

The tax climate reflects the style of the interaction 
between the taxpayer and the government or state, including 
in this case the management of tax revenue funds and 
fairness in taxation. The taxpayer’s trust in the tax authority 
will foster awareness for tax compliance.

In a synergistic climate, social norms accept the rules, 
and that paying taxes is the right behavior to contribute 
to the public good (Wahl et al., 2010). All taxpayers also 
believe that they pay taxes based on the principle of justice 
(Kirchler et al., 2008). The presence of social norms can be 
a constraint on the behavior of individuals who are in social 
groups, without going through law enforcement (Bobek et 
al., 2013). Therefore, taxpayers in the synergistic climate 
tend to show cooperative behavior.

2.3. Hypothesis Development

2.3.1. Synergistic Tax Climate and Tax Compliance

In a highly synergistic climate, the interaction between 
taxpayers and authorities are based on trust. Trust has a 
strong relationship with cooperative behavior (Balliet & Van 
Lange, 2013; Bornman, 2015; Braithwaite & Makkai, 1994; 
Kirchler, 2007). Trust shows a relationship in which the 
other parties will keep their promises, there is a commitment 
based on honest communication, understanding the needs 
of the other parties, holding to each other’s fair rules, and 
prioritizing cooperation (Braithwaite & Makkai, 1994). 

The existence of psychological contract implies that each 
party understands their rights and obligations and therefore, 
tax compliance can be achieved by emphasizing the fiscal 
exchange between citizens and the government. Feld and 
Frey (2002) showed that when taxpayers are treated fairly, 
then their good intentions in fulfilling their obligations will 
lead to a higher level of compliance.

When there is a synergistic relationship between the 
taxpayer and government, each party has good intentions 
regarding taxation, realizing each other’s rights and obligations 
to commit to fulfilling the tax obligations (Kaplanoglou 
& Rapanos, 2015; Wahl et al., 2010). Therefore, in highly 
synergistic conditions, individuals show higher tax compliance 
compared to individuals in low synergistic conditions.

H1: Individuals in a high synergistic tax climate are 
more likely to comply than individuals in a low synergistic 
tax climate. 

2.3.2. Machiavellianism and Tax Compliance 

In general, Ghosh and Crain (1996) defined ethics as 
moral principles or values   that are owned by individuals 
based on the internalization of beliefs and ways of thinking. 
Tax payments are exchanges between individual purchasing 
power and government services. Individuals always have 
the urge to cheat by not paying their taxes, because it is 
more “profitable” than having to hand over money to the 
government. However, Alm and Torgler (2011) believed 
that individuals are not always selfish, rational, and self-
centered, as assumed in the standard neoclassical paradigm. 
Alm (1991: 584) showed that some individuals report their 



Nur CAHYONOWATI, Dwi RATMONO, Totok DEWAYANTO / Journal of Asian Finance, Economics and Business Vol 7 No 12 (2020) 1175–11841178

taxes honestly because they believe that tax evasion is wrong. 
Wenzel, (2004) showed that individuals with personal norms 
who do not believe in tax evasion, rarely avoid paying.

Tax compliance decisions are decisions that involve 
ethical considerations. Machivellianism is a relatively stable 
measurement for individual ethical standards (Christie & 
Geis, 1970). Machiavellians tend to behave opportunistically 
without considering ethics (low ethical standards). When 
faced with ethical dilemmas, a Machiavellian tends to 
be calculative, and uses fewer ethical principles or social 
conventions. For example, Soliz (2015) and Ghosh and Crain 
(1996) showed that subjects with low Mach IV scores (i.e., 
high ethical standards) are more tax-compliant than subjects 
with high Mach IV scores. 

H2: Individuals with high ethical standards (low Mach) 
are more likely to comply than individuals with low ethical 
standards (high Mach).

2.3.3.  The Interaction Effect of Machiavellianism and 
Synergistic Tax Climate

Shafer and Wang (2017) showed that Machiavellianism 
is related to individual perceptions about the prevailing social 
norms. Furthermore, it is important to conduct experimental 
research to investigate whether Machiavellianism also influences 
the effectiveness of social norms on tax compliance (Shafer 
& Wang, 2017). From the perspective of the slippery slope 
theory, tax norms in a synergistic climate provide guidance so 
that taxpayers pay taxes in a fair and equitable taxation system, 
which makes paying taxes the right thing to do (Kirchler, 2007; 
Wahl et al., 2010). Based on the results of Shafer and Wang’s 
research (2017), this study argues that Machiavellianism plays 
an important role as a tax compliance determinant, especially 
in low synergistic conditions. Since there is no social norm that 
believes that tax fraud is unethical behavior, the decision to 
comply relies more on individual ethical standards. Individuals 
believe that tax evasion is cheating and this may prevent them 
from reporting less of their income (Alm, 1991). 

When there are no social norms regarding tax compliance, 
tax compliance can be achieved if individuals believe in their 
personal norms and that tax fraud is unethical behavior. Not 
all individuals behave rationally or selfishly, maximizing 
their personal utility (Alm et al., 1992; Kirchler, 2007), and 
some individuals even comply with tax rules based on moral 
considerations (Andreoni et al., 1998). Therefore, in a low 
synergistic climate, personal beliefs about tax compliance 
become an important factor in compliance. 

In the high synergistic climate, social norms provide 
guidance that tax evasion is unethical behavior and taxpayers 
are aware of taxation rights and obligations. Psychological 
contracts between individuals and tax authorities in a synergistic 
climate give rise to the commitment and tax awareness of each 
party, so they get to trust each other. The existence of trust 

implies that tax compliance has become a generally accepted 
norm of citizenship. Social norms create boundaries of behavior 
without having to go through applicable law enforcement 
(Bobek et al., 2013). When social norms believe tax evasion is 
wrong behavior, this will inhibit the manipulative behavior that 
tends to be done by Machiavellian characters. Since individuals 
with high Mach and low Mach scores interpret social norms in 
the same way, then there will be no difference in compliance 
between these two kinds of personalities. 

H3: In a high synergistic climate, the tax compliance levels 
of high Mach and low Mach individuals are not significantly 
different, whereas in the low synergic climate, the tax 
compliance levels of high Mach and low Mach individuals 
are significantly different, i.e., low Mach individuals are 
more likely to comply than high Mach individuals.

3. Methods 

The subjects were undergraduate accounting students 
from Diponegoro University, Indonesia. The experiment was 
conducted while the subjects attended a taxation course. They 
were asked to join the experiment voluntarily. They were 
told that they were allowed not to participate in this study, 
and this choice would not bring any negative consequence. 
However, all subjects decided to participate voluntarily.  

This study used a laboratory experimental approach with 
a 2x2 factorial design between subjects. The synergistic 
tax climate was manipulated into two conditions (i.e., high 
synergistic climate vs low synergistic climate). The scenario 
for manipulating the tax climate was adapted from Wahl et 
al. (2010). 

Subjects were asked to read the description of Varosia, 
a fictitious country. The scenario in high synergistic 
climate describes that Varosia’s tax authorities are highly 
trustworthy, act in service-oriented ways. In high synergistic 
climate, the scenario also describes that all taxpayer in 
Varosia commit that paying tax is the right thing to do and 
that few politicians embezzle tax revenue. In low synergistic 
climate, the scenario describes that Varosia’s tax authorities 
are untrustworthy, not service oriented. The scenario also 
describes that many politicians embezzle tax money and 
Varosia’s citizen do not commit to the norm that paying tax 
is right (Wahl et al., 2010).

Machiavellianism is a non-random assignment. The 
subjects were asked to fulfill the Mach IV instrument, which 
has been widely used in research into ethics. The subjects 
responded to the Mach IV instrument using a 5-point Likert 
scale (1 = strongly disagree, 5 = strongly agree). Each subject 
was categorized as low Mach or high Mach by the median 
split. Mach scores below the median were categorized as low 
Mach or high ethical standards and vice versa (Soliz, 2015).

The dependent variable of this study was tax compliance. 
The subjects were given a scenario adapted from Brizi et al. 
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(2015). They were asked to pretend to be citizens of Varosia 
who worked and earned an additional income of 10,000 
Kron (the currency in Varosia) as a consultant. The scenario 
also created the dilemma that the additional income could 
be used to buy a new car. The higher the amount of income 
reported, the greater the tax burden and the less money to 
buy a new car. The subjects had the discretion to determine 
the amount of income each one reported. The higher the 
reported income, the higher the compliance level.

The subjects were randomly assigned to either the high 
synergistic climate or low synergistic climate groups. Before 
the experimental session, the subjects signed informed consent 
forms. The experimental session began with the subjects 
completing the Mach IV instrument. The scenario of the tax 
climate was presented after all of the subjects had finished the 
Mach IV instrument. Each subject then decided the amount of 
income to report after reading the scenario. All subjects were 
informed the income tax rate was 25%, audit probability was 
25%, and fine in case of detected evasion was 100%. Finally, 
the subjects filled out their demographic data. Three subjects 
were randomly chosen to receive IDR 50,000 in each study 
session. Gifts are prepared for each of the subjects.

During the experimental session, the subjects were 
neither allowed to communicate with each other, nor to leave 
the classroom during the experimental session. Overall, the 
experiment took about 30 minutes and was carried out in 
four different class sessions. 

4. Results and Discussion

A total of 198 students participated in this study. Forty 
subjects did not respond to the manipulation check correctly, 
and therefore, our final sample was 158 subjects, which 
was dominated by female students (75.9%) (Table 1). All 
subjects are categorized into high Mach and low Mach by 
using median split of Mach score (Hartmann & Maas, 2010; 
Murphy, 2012; Soliz, 2015). The median value for Mach 
score is 46. Seventy-eight subjects are grouped into high 
Mach; eighty subjects are grouped into low Mach.

For checking the manipulation, the subjects responded 
to the question “The citizens of Varosia do not trust the 
authorities” using a 5-point Likert scale (1 = strongly 
disagree, 5 = strongly agree). In the low synergistic climate, 
the mean score of the subjects’ responses was 4.45 while, in 
the high synergistic climate, the mean average score was 1.6. 
These two means differ significantly (t = 35.98, p = 0.000). 
These results indicate the subject did understand the given 
scenario. 

In a high synergistic climate, taxpayers show greater 
levels of compliance (average = 8,547.62) than in a 
low synergistic climate (average = 6,256.76). This 
result indicates that the style of the interaction between 
authorities and taxpayers can be an important consideration 
in the tax compliance decision. Personal ethics might 
become another important factor for the compliance 
decision. Low Mach individuals (average = 8,287.5) 
show greater compliance than high Mach ones (average 
= 6,641.03). Overall, the subjects reported an average 
income of 7,474.68 (Table 2).

Table 1: Descriptive Statistics

Variable Min Max Mean Standard 
Deviation Total %

Tax compliance 0 10,000 7,474.68 3,280.32
Age 17 23 19.78 0.940
Mach Score 35 59 46.53 4.896
Male 38 24.1
Female 120 75.9
High Mach 78 49.4
Low Mach 80 50.6

Table 2: Means (standard deviations) of tax compliance 

High 
synergistic 

climate

Low 
synergistic 

climate
Total

Low Mach
8,837.21

(2,468.18)
N = 43

7,648.65
(2,720.46)

N = 37

8,287.50
(2,639.49)

N = 80

High 
Mach

8,243.9
(2,826.49)

N = 41

4,864.86
(3,690.55)

N = 37

6,641.03
(3,660.86)

N = 78

Total
8,547.62

(2,649.87)
N = 84

6,256.76
(3,511.47)

N = 74

7,474.68
(3,280.32)
N = 158
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In high trust condition where synergistic climate exist, it is 
likely that low Mach and high Mach tend to commit for tax 
compliance. Therefore, there is no significant difference of 
reported income among them. Both low Mach and high Mach 
have higher reported income in high trust condition compared 
to low trust condition.  

In low trust condition where synergistic climate does not 
exist, low Mach is more likely to comply than high Mach. 
Low Mach reports higher income compared to high Mach. 
However, both of them report lower income in low trust 
condition compared to high trust condition (Figure 1). 

As an additional test, this study conducted an ANCOVA 
by including the subjects’ age and gender as covariates. 
Gender showed a significant effect on tax compliance. The 
female subjects reported a greater amount of income (average 
= 7,841.67) than the males did (average = 6,315.79). The 
main effect and interaction effect were still consistent after 
considering the covariates. 

ANOVA shows that the synergistic climate is a 
significant determinant for compliance (F = 23.714;   
p = 0.000) (Table 3). These results indicate that the 
synergistic climate, which is the basis for the realization of 
trust in the interactions between taxpayers, the government 
and the tax authorities, can significantly increase tax 
compliance. In this climate, taxpayers certainly do not 
refuse to pay taxes. This result supports Hypothesis 1.

Machiavellianism represents the personal ethics 
that underlie taxpayers’ decisions. AVONA showed that 
any manipulative behavior embedded within taxpayers’ 
personality traits plays a significant role in the compliance 
decision (F = 12.964; p = 0.001). These results indicate that 
low Mach individuals who believe in high ethical values   
are more likely to comply than high Mach individuals who 
tend to be opportunistic, selfish, and believe in lower ethical 
values. This result supports Hypothesis 2.

ANOVA showed the interaction effect of a synergistic 
climate and Machiavellianism on tax compliance (F = 5.454; 
p = 0.021). These results indicate that the interpretation of the 
social norms that exist within each level of the tax climate 
interacts with Machiavellianism. Further analysis in Table 4 
showed that there was no difference in the compliance level 
between low Mach and high Mach individuals in a high 
synergistic tax climate (t = 1.026). In a low synergistic 
climate, low Mach individuals show a greater compliance 
level than high Mach individuals (t = 3.693; p = 0.000). The 
results of this test support Hypothesis 3.

In a high synergistic climate (high trust), the compliance 
level of high Mach and low Mach did not significantly differ. 
While, in a low synergistic climate (low trust), the compliance 
level of high Mach and low Mach did differ significantly 
(Figure 1). Figure 1 depicts our prediction about the 
interaction effect between Machivellianism and tax climate. 

Table 3: ANOVA and ANCOVA test. Dependent variable: tax 
compliance

Variable
ANOVA
F-value

(p-value)

ANCOVA
F-value

(p-value)

Trust 23.714
(0.000)***

27.626 
(0.000)***

Mach 12.964
(0.001)***

12.194
(0.001)***

Trust*Mach 5.454
(0.021)**

4.420
(0.037)**

Age 1.535 
(0.217)

Gender 9.583
(0.002)***

*** significant at 1%, ** significant at 5%

Table 4: t-test low Mach vs high Mach at different levels of 
synergistic tax climate 

High synergistic climate Low synergistic climate

Low Mach High Mach Low Mach High Mach

8,837.21 8,243.9 7,648.65 4,864.86

t=1.026 t=3.693***

*** significant at 1%

Figure 1: The interaction effect of synergistic tax climate 
and Machiavellianism on tax compliance
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Alm and Torgler’s (2011) thinking was in line with the 
assumption of the slippery slope framework put forward by 
Kirchler (2007). Kirchler (2007) suggested that individuals 
are not always rational and that even individuals can pay 
taxes voluntarily when there is a synergistic relationship 
between an individual and the government. Some literature 
supports the premise that trust is a strong determinant 
of cooperative behavior (i.e., Balliet & Lange, 2012; 
Bornman, 2015; Kirchler, 2007). Balliet and Lange (2012) 
stated that many theories have discussed the importance 
of trust in relationships involving conflicts of interest. A 
synergistic climate provides a supporting condition for 
trust building between taxpayers and the authorities (Wahl 
et al., 2010).

Alm and Torgler (2011) also emphasized the importance 
of considering the ethical dimension in understanding tax 
compliance. Individuals believe in their personal ethics so 
they feel they bear the psychic cost when free-riding (i.e., 
not paying taxes while other individuals pay taxes). This 
moral conviction makes individuals feel good when they 
are virtuous individuals and pay their taxes. The empirical 
literature shows that ethics plays a significant role in 
taxpayers’ decisions not to evade paying their taxes (Bobek 
et al., 2013; Chung & Trivedi, 2003; Ghosh & Crain, 1996; 
Henderson & Kaplan, 2005; Soliz, 2015; Wenzel, 2004a). 
This study confirms the importance of trust and ethical 
dimension in examining taxpayer behavior. 

A synergistic tax climate represents the fairness of the 
tax system, the wise use of tax revenues, and social norms 
that create boundaries for tax evasion. In this climate, 
psychological contracts exist between the taxpayers and the 
authorities, with each party understanding their rights and 
obligations to the nation. This all creates a perception for 
the taxpayers that the authorities have been benevolent in 
managing taxation and further, it creates awareness of the 
need to fulfill personal tax obligations (Kirchler, 2007; 
Kirchler et al., 2008). 

In the synergistic climate, social norms accept the 
notion that paying tax is an approved behavior and then, 
this might prevent the manipulative behavior of taxpayers. 
Individuals with low ethical standards (high Mach) will 
be pushed to pay tax. In a highly synergistic climate, the 
social norms are favorable for cooperation (Kirchler, 2007) 
and all the taxpayers agree to pay taxes for the public good 
(Wahl et al., 2010). Shafer and Wang (2017) showed that 
the individual interpretation of social norms is related to 
Machiavellianism. This study extends Shafer and Wang’s 
(2017) research by investigating Machiavellianism in 
making tax compliance decisions in a synergistic climate, 
where taxpayers believe that compliance is widespread 
and such behavior is approved by their reference group 
(Kirchler et al., 2008; Wahl et al., 2010).

Overall, this research provides empirical evidence that a 
taxpayer who shows a low Machiavellianism score or who 
is in a highly synergistic tax climate will have higher tax 
compliance and vice versa. This study also provide empirical 
evidence that these two variables partly moderate each other’s 
effect, with tax compliance being particularly different when 
a low Machiavellian (low Mach) and a high Machiavellian 
(high Mach) are in a low synergistic tax climate. In a high 
synergistic tax climate, there is no difference in compliance 
decisions between low Mach and high Mach. 

In the decision-making process, individuals consider 
internal factors and situational factors (Trevino, 1986). 
Since internal factor is related to psychological aspect, 
then Machiavellianism could be representing factor that 
indicate personal ethical believe. Some previous studies 
have suggested that these two factor might interact in the 
decision making process (Ghosh & Crain, 1996; Shafer & 
Wang, 2017) 

This study confirms the person-situational model for 
ethical decision-making (Ghosh & Crain, 1996; Trevino, 
1986). Shafer and Wang (2017) suggested that the individual 
interpretation of social norms is related to Machiavellianism. 
In the climate where taxpayer and tax authorities build their 
relationship based on trust, the social norm of taxation 
agreed that paying tax is the right thing to do. Wenzel (2004) 
suggested that trust between taxpayer and authorities will 
arise social norm of taxation. This study concludes that 
personal and situational factors interact with each other 
for tax compliance decisions. The role of personal ethics 
becomes important in a low synergistic tax climate, while 
in a high synergistic climate, the social norms of compliance 
and trust between all the actors determine the role of personal 
ethics in making compliance decisions. 

These findings imply the importance of building trust in 
the relation between taxpayers and authorities. Once trust 
exists in this relationship then each party agrees to the norm 
that paying taxes is the right thing to do and tax evasion is 
illegal behavior. This norm could protect honest taxpayers 
from the possibility of free-riders among them. This study 
shows that a high synergistic climate can be a constraint on 
manipulative behavior. Taxpayers with low ethical standards 
are more likely to comply in a high synergistic climate. This 
implies the need for tax campaigns that inform and educate 
taxpayers about the wise use of tax revenues and the role 
of taxation for the nation. Regulators should consider the 
trust build in a synergistic tax climate as another strategy 
for increasing compliance, since the traditional strategies for 
compliance are more expensive (Murphy 2004). 

Alm and Torgler (2011) stated that tax compliance 
research should be carried out by employing the trust 
paradigm. This is because an individual is not always 
rational or selfish, as depicted in the neo-classical model. 
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5. Conclusion

This study aims to provide empirical evidence regarding 
the role of personal ethics, i.e., Machiavellianism and 
a situational factor, i.e., the tax climate, as important 
determinants of tax compliance. In short, this study provides 
empirical evidence that these two factors partly moderated 
each other. An interesting finding is that personal ethics do 
not have a significant role when tax social norms decide that 
tax evasion is not an acceptable form of behavior, i.e., in 
a synergistic tax climate. Nevertheless, personal ethics do 
play a significant role when the climate does not support 
the building of trust in the relationship between taxpayers 
and the authorities. When the social norm does not agree 
that paying tax is the right thing to do, then the decision to 
comply relies on one’s personal ethics.

The results of this study confirm Andreoni et al. (1998) 
and Alm and Torgler (2011), that taxpayers might decide to 
comply because of their moral considerations. Individuals 
are not always rational concerning taxation problems, even 
in conditions where there is no fairness in taxation. In a 
low synergistic climate, some taxpayers still believe that 
tax compliance is the right behavior. In a low synergistic 
climate, the decision to comply might be dominated by 
personal considerations of ethics rather than social norms 
that identify tax evasion as incorrect behavior. 

In conclusion, this research supports the assumption that 
deviate from traditional model of tax compliance. While the 
traditional model assumes that taxpayers are always rational, 
this study provide empirical evidence that some taxpayers 
are motivated to pay for reason other than financial motives 
(Alm, 1991, 2018). By understanding the psychological 
aspects of taxpayers, the tax authority is expected to be able 
to apply interaction patterns that are in line with taxpayers’ 
expectations. This research shows that ethics can be an 
individual reason for paying taxes, therefore the authorities 
need to carry out tax compliance campaigns that emphasize the 
ethical side of fulfilling individual taxpayer’s tax obligations. 
The relationship between policy makers and taxpayers needs 
to be built based on trust, in which both parties commit to the 
norm of paying taxes and the wisely use of tax money.

Some limitations to this study exist. First, the subjects 
were mostly female. This is a characteristic of social 
science schools, which are generally dominated by women. 
However, the results are still robust after considering gender 
as covariate. Second, the use of students as the surrogates for 
taxpayers may cause debate over our results. However, the 
literature suggests that the use of students in tax compliance 
experiments is common (Ashton & Kramer 1980; Mittone 
2006; Soliz 2015). Students and the real subjects have 
similar cognition processes. Besides, this study emphasizes 
the subjects’ cognitive processes to understand the given 
scenario, rather than the experiences of the subject in 
fulfilling their tax obligations. 

Tax compliance is usually viewed from an individual’s 
income tax (Alm, 2018). However, the firm is also an 
important object to understand on tax reporting. Instead 
of individual taxpayer, future research is encouraged to 
examine the firm’s behavior in tax reporting. Although some 
tax compliance research has already examine tax compliance 
at firm level (i.e., Le et al., 2020; Lin Mei & Xiaoqian, 2016; 
Nguyen et al., 2020), the empirical literature on firm evasion 
is still limited (Alm, 2018). 
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