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Saeed Awadh Bin-Nashwan (Yemen), Ahmed Mubarak Al-Hamedi (Malaysia),
Munusamy Marimuthu (Malaysia), Abobakr Ramadhan Al_Harethi (Yemen)

STUDY ON SYSTEM FAIRNESS
DIMENSIONS AND TAX
COMPLIANCE IN THE MIDDLE
EAST CONTEXT

Abstract

People’s perceptions of a fair tax administration system have garnered growing interest
as a decisive ingredient that can install compliance behavior among taxpayers. The tax
that taxpayers wish to evade is determined by their perceptions of the various robust
dimensions of fairness (i.e., general fairness, preferred tax rate structure, exchange
with the government, special provisions, and self-interest). Such an important matter,
like tax fairness, has been overlooked in the extant literature, especially in the Middle
East context, although tax administrations still suffer from low and unsatisfactory
rates of compliance. This paper aims to empirically examine the influence of fairness
perceptions of the income tax system on compliance behavior of taxpayers in Yemen.
The study used a survey questionnaire administered to 400 individual taxpayers in
Hadhramout, one of the most prosperous business regions in Yemen. Based on the
PLS-SEM analysis tool, the study found that general system fairness, preferred tax rate,
exchange with the government, and the extent of self-interest are significantly related
to income tax compliance, while special provisions do not affect compliance decisions.
The results of the study can alert the tax authority and policymakers to consider the
non-pecuniary factors, other than the measures of the coercion. Establishing a fair tax
system is probably one of the most successful approaches to boost compliance among
taxpayers, thus yielding more tax revenue and diminishing the administrative cost for
the tax authority.

Keywords tax fairness dimensions, tax compliance, Middle East,
Yemen
JEL Classification H71, K42

INTRODUCTION

A sound understanding of tax compliance is crucial in both theory and

practice. It has been acknowledged that a gambling model has been ex-
tensively used to examine taxpayers’ compliance behavior (Jun, Cho, &
Park, 2015). This model assumes that taxpayers take the risk of the prob-
ability of being caught and penalized for evading their tax obligations —
they could report optimal levels of income by balancing the benefit of
evading taxes and the cost of the potential sanctions imposed, especial-
ly when the tax authority detects non-compliance behavior. However,
based on previous research, the dominant attribute of the economic ap-
proach (deterrence-based enforcement) is that it considers that the rela-
tionship between taxpayers and the authority is dependent on coercive

treatment (Bordignon, 1993). This approach has not succeeded much in

explaining a high level of tax compliance. Given the current levels of tax

rate, audit, and penalty rate of many countries, people honestly report

their taxable income and thus evade tax less than what is expected by
the model (Alm et al., 1992; Bin-Nashwan, Abdul-Jabbar, & Aziz, 2019;

Gilligan & Richardson, 2005; Slemrod & Yitzhaki, 2002).

To address such inadequacies, the tax compliance phenomenon should
be more satisfactorily explained by taking into account motivational
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approaches other than coercion (Azmi & Perumal, 2008; Kirchgassner, 2011; Bordignon, 1993; Saad,
2011; Thomas, 2012). Some recent studies have introduced non-pecuniary determinants that consid-
erably shape taxpayers’ decisions to comply with tax regulations. It has been identified that taxpayers’
perception of the tax system - as one of the fundamental non-economic attributes — plays a vital role in
forming tax compliance behavior (Jackson & Milliron, 1986; Richardson, 2006). Perhaps, the ineffec-
tiveness of the tax system depends on the degree to which taxpayers perceive it to be inequitable and
unfair, thus discouraging them from complying with tax payment. Globally speaking, the relationship
between fairness perception of the tax system and compliance behavior has been widely examined in
many countries (Jun et al., 2015; Saad, 2011; Gilligan & Richardson, 2005); yet, it has been very rarely
investigated in Middle East countries, including Yemen. Although tax revenue is one of the essential
fiscal sources of Yemen’s national income after oil, Yemen remains among countries with the lowest
tax revenue. Total tax revenue in Yemen accounted for less than 9% as a share of the Gross Domestic
Product (GDP) in 2014 compared to an average of 17.7% in some similar developing economies, such as
Egypt, Jordan, Morocco, Tunisia, and Algeria.

In Yemen, the Ministry of Planning and International Cooperation (MPIC) (2016) pointed out that the
low tax collection is mainly attributed to the dilemma of taxpayers’ low compliance and that seems to
indicate an ineffective and inequitable tax system, weak tax provisions, low quality of public services in
exchange for tax payment and rampant corruption (MPIC, 2016). The available statistics indicate that
the tax non-compliance levels in Yemen are dramatically increasing year in and year out, leading to a
huge loss of tax revenue, which could be employed to improve its national income, as well as eliminate
the deficit in its budget. Clearly speaking, the amount of tax non-compliance was US$ 164 million in
2004, reaching US$ 2 billion in 2009. The levels of non-compliance showed an increasing trend from
2012 till 2016, recording a catastrophe loss at an annual average of almost US$ 3 billion (MPIC, 2016).
The lukewarm behavior of Yemeni taxpayers has continued to be distressing (Al-Ttaffi & Abdul-Jabbar,
2018). Conclusively, this scenario has led to many unanswered questions as to what has accounted for
this unenthusiastic non-compliance behavior. Thus, the present study aims to investigate how people
in Yemen operationalize their evaluation and belief concerning the perceived dimensions of tax system
fairness and their decisions to comply with tax laws. This paper is organized as follows: section 1 reviews
the relevant theoretical background and hypotheses development. The research method is elaborated in
section 2, while the results of the study and discussion are in sections 3 and 4, respectively. The conclu-
sion, implications, limitations, and future directions are deliberated in the final section.

1. LITERATURE REVIEW
AND RESEARCH

HYPOTHESES

them (Azmi & Perumal, 2008; Alm, Jackson,
& McKee, 1992; Jun et al., 2015; Musimenta,
Nkundabanyanga, Muhwezi, Akankunda, &
Nalukenge, 2017; Richardson, 2006; Saad, 2012;
Spicer & Becker, 1980). A taxpayer is inclined to
avoid paying the required taxes if he/she perceives
that the tax system is unfair (Spicer & Becker,
1980). According to past literature, tax fairness is

1.1. Tax fairness dimensions
and tax compliance

According to the equity theory, a taxpayer per-
ceives his/her relationship with the authority or
government not only as one of coercion but also
as a relationship of reciprocal exchange; they re-
linquish purchasing power for getting in return
the publicly supplied services by the government
(Bordignon, 1993). Extant studies have suggested
that the taxpayers’ perception of the tax system
as being fair instills compliance behavior among
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a term that has a universal definition. Christensen,
Weihrich, and Newman (1994) stated that “fair-
ness” is not easy to define; fairness is a multidi-
mensional construct and can be identified at both
individual and societal levels. Fairness is tangled
with complexity, and the absence of fairness could
be considered as a potential cause or justification
for non-compliance behavior. As such, numerous
studies proposed several dimensions of tax sys-
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tem fairness. For instance, by performing factor
analysis and assessing the developed scales of fair-
ness perceptions, Gerbing (1988) determined that
five underlying dimensions of tax system fairness
encompass: general system fairness, exchange or
benefit from the state, special provisions, favored
tax rates, and self-interest.

However, Wenzel (2003) identified that three types
of fairness perceived by taxpayers from the so-
cial-psychological perspective are: retributive jus-
tice (i.e., applicable penalties when offenses are com-
mitted); distributive justice (i.e., benefit and cost
exchanges); and procedural justice (i.e., measures of
wealth allocation). Saad (2012) proposed seven di-
mensions to measure taxpayers perceptions of tax
system fairness, namely, general fairness (i.e., over-
all tax system evaluation); exchange fairness (i.e., re-
ciprocal relationships between taxpayer and state);
horizontal fairness (i.e., all taxpayers with similar
economic positions are treated equally regarding
tax payment); vertical fairness (i.e., taxpayers with
different economic levels must be taxed differently);
retributive fairness (i.e., fair punishment imposed);
personal fairness (i.e., taxpayers’ evaluation of the
tax system, i.e., whether or not it is favorable); and
administrative fairness (i.e., related to the tax law
contents imposed by the tax authority).

In the Malaysian context, Hanefah (1996) ap-
praised fairness perceptions of the previous in-
come tax system, known as the official assessment
system (OAS) on city and non-city taxpayers. The
study found that non-city taxpayers have higher
perceived fairness than city taxpayers. Azmi and
Perumal (2008) undertook a research by adapting
Gerbing’s (1988) questionnaire to assess fairness
perceptions, and they explored only three dimen-
sions of tax fairness (self-interest, general fair-
ness, and tax structure) as perceived by Malaysian
taxpayers — without a further study on the influ-
ence of such dimensions on taxpayers’ compli-
ance. However, Saad (2011) compared Malaysian
taxpayers to New Zealand taxpayers in terms of
system fairness perception. Her findings revealed
that Malaysian taxpayers show a better perception
of tax system fairness than their counterparts in
New Zealand, and yet, New Zealand taxpayers
have a better level of compliance behavior. The
multidimensional perspectives of tax fairness
are not merely confined to direct taxes; it also in-

http://dx.doi.org/10.21511/ppm.18(1).2020.16
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cludes indirect taxes. This was empirically tested
by Sinnasamy and Bidin (2017) who examined
fairness perceptions in the Malaysian indirect
tax environment from two aspects: the overall
perceived fairness and fairness received from the
state in a mutual relationship. The study attested
that perceived tax fairness is negatively associated
with tax non-compliance.

By agreeing that perceived tax fairness is a multidi-
mensional factor, Bobek (1997) carried out a study
on the tax system of the United States (US), exam-
ining procedural, policy, and distributive fairness.
She concluded that policy fairness is a prerequisite
for outcomes of distribution; it should be consid-
ered fair. Tax fairness plays a vital function in pro-
moting tax compliance decisions. In a study on the
perception of Dutch taxpayers of distributive fair-
ness, Verboon and Dijke (2007) found moderate
fairness in the tax system. Replicating Gerbing’s
(1988) work, Gilligan and Richardson (2005)
found further evidence; they made a cross-cultur-
al comparative study between results from Hong
Kong and Australia and found several significant
differences in fairness perceptions of the income
tax systems, especially in terms of overall fairness,
favored tax rate, special provision, and self-inter-
est. Given the different nature of tax systems from
one country to another, they also found differ-
ences in fairness perceptions. In a different study;,
Richardson (2006) also evidenced that taxpayers’
compliance decisions are significantly formed by
their perceptions of the tax system.

In a small developing economy, like Barbados,
Thomas (2012) examined general fairness, ex-
change fairness, and self-interest, and demonstrat-
ed that general fairness is more relevant fairness
dimension than the others. Thus, this could be an
indicator of individuals’ satisfaction with the im-
plemented tax system, leading to boosting compli-
ance and higher tax collections. Recent evidence
from Nigeria provided by Gberegbe and Umoren
(2017) indicated that general fairness, retribu-
tive fairness, distributive fairness, and procedur-
al fairness are positively associated with income
tax compliance. Likewise, Musimenta et al. (2017)
found a strong relationship between system fair-
ness and compliance behavior among Ugandan
taxpayers. By using an experimental research
design, Jun et al. (2015) found a tendency of the
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Korean people to evade tax less when they believe
a majority voting role decides the structure of tax
rate; thus, they concluded that tax system fairness
affects compliance behavior positively. However,
Mason and Calvin (1986) did not find the usual-
ly reported results of the relationship between tax
compliance and fairness.

The relationship between perceived fairness of the
tax system and individuals’ compliance behavior
remains unclear as evinced by the inconsistencies
reported in past studies. Importantly, given the dif-
ferences in tax systems, laws, sample selections, and
methods used in prior studies, fairness in various
countries is difficult to ascertain (Saad, 2012). To an-
swer the call for urgent research to explore how tax
fairness perceptions influence taxpayers’ decision to
comply with tax regulations in Middle East coun-
tries, the present study empirically examines the
relationship between tax fairness (as a multidimen-
sional construct) and compliance behavior among
Yemeni taxpayers by adapting five developed dimen-
sions of fairness, namely, general fairness, preferred
tax rate structure, exchange with the government
(i.e., benefits received from the government), special
provisions, and self-interest. From the earlier discus-
sion, the hypotheses are developed as follows:

HI: General fairness positively influences tax
compliance behavior in Yemen.

H2: Preferred tax rate structure positively influ-
ences tax compliance behavior in Yemen.

H3: Exchange with government positively influ-
ences tax compliance behavior in Yemen.

H4:  Special provisions positively influences tax
compliance behavior in Yemen.

H5:  Self-interest positively influences tax compli-
ance behavior in Yemen.

2. METHODS AND DATA

2.1. Data collection
This research adopted a cross-sectional design us-

ing a self-administered survey for collecting the
data. More precisely, the questionnaires were dis-
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tributed to taxpayers in the Hadhramout gover-
norate, which is one of the largest and most pros-
perous business regions in Yemen (Bin-Nashwan,
Abdul-Jabbar, & Romle, 2016). A simple random
sampling technique was used, targeting individ-
ual taxpayers in both private and public sectors.
The population of this research constituted 20,470
taxpayers officially registered with the Yemen Tax
Authority (2016). Based on the population size,
the required sample size of this research was 400
(Krejcie & Morgan, 1970). This also met the re-
quirement of a minimum acceptable ratio based
on the variables under study, as suggested by Hair,
Sarstedt, Hopkins, and Kuppelwieser (2014). Out
of the distributed questionnaires, 245 represent-
ing 61% were retrieved. A total of three responses
was discarded as a result of double-clicking and
bad completion of the questionnaire by partici-
pants. Thus, only 242 responses (60%) were actu-
ally used for further analysis. This is considered
adequate and acceptable for an environment like
Yemen (Bin-Nashwan et al., 2017).

2.2. Measurement

A total of 25 measurement items was developed in
the survey instrument for this research. The items
were adapted from the studies of Richardson
(2006) and Gerbing (1988) and adapted based
on the present study’s context and condition. All
items used in the study were measured using the
5-point Likert scale, ranging from 1 = strongly
disagree to 5 = strongly agree. Before to pursuing
the main research, a pre-testing or pilot study was
carried out to detect and modify any ambiguities
in the questions of the instrument; only minor
modifications were made accordingly.

2.3. Method of analysis

In this study, Partial Least Squares-Structural
Modelling Equation (PLS-SEM) was used to in-
spect the collected data. PLS-SEM can provide an
efficient platform for evaluating an exploratory
study. Hair, Hult, Ringle, and Sarstedt (2017) rec-
ommended PLS-SEM as a suitable data analysis
tool in a study with non-normal data distribution.
Using a Web application or “WebPower”, the cur-
rent research evaluated the multivariate normal-
ity in order to estimate coeflicients and p-values
of multivariate (Mardia’s test) skewness and kur-
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tosis. The results demonstrated that the data are
non-normal, as multivariate skewness and kur-
tosis p-values are below 0.05. Consequently, the
researchers proceeded with the use of PLS-SEM
(Cain, Zhang, & Yuan, 2017).

3. RESULTS

3.1. Measurement model

Hair etal. (2017) determined that two main models of
PLS-SEM path analysis assessment are measurement
(outer) and structural (inner) models. The analysis of
assessing the measurement model consists of two
main aspects: convergent and discriminant validity,
which could facilitate researchers in determining the
accuracy of the measurements used. Convergent va-
lidity is related to the indicators/items’ internal con-
sistency of each latent variable. To achieve conver-
gent validity, all constructs’ items must be in agree-
ment; a set of items must measure the same construct
in harmony. Henseler, Ringle, and Sinkovics (2009)
also emphasized the analysis of convergent validity
to ensure that all (items) indicators measure the cor-

Table 1. Convergent validity

Problems and Perspectives in Management, Volume 18, Issue 1, 2020

rect constructs in the model. The aspects inspected
in convergent validity at the latent construct level
comprise factor loadings, composite reliability, and
average variance extracted (AVE).

As exhibited in Table 1 and Figure 1, the findings

of this study indicate that all item loadings at least
meet the 0.40 threshold value. For composite relia-
bility, all construct values achieve the 0.70 thresh-
old value. The lowest and highest composite relia-
bility values are 0.860 (self-interest) and 0.921 (tax
compliance), respectively. As for the AVE, all ex-
ogenous variables achieve the required threshold
value of 0.50 (Hair et al., 2017). Hence, the results

of this study reveal sufficient and satisfactory evi-
dence of convergent validity.

Discriminant validity tests are used to ensure
that a latent variable is grouped within its items
only. This analysis is necessary for evaluating the
measurement model to determine whether or not
a construct is correct in terms of choosing a cer-
tain construct over the others (Hair et al., 2014).
Fornell and Larcker’s (1981) analysis is the first cri-
terion applied to assess discriminant validity.

Source: Authors’ compilation (2019).

Latent variables Items

Loadings : Composite reliability : AVE

Tcomel

Tax compliance (TCOMP)

General fairness (GENF)

Preferred tax rate (TRAT)

Exchange with the government (EXCH)

Special provisions (SPEC)

Self-interest (SELF)

LTeomea

0.904
0868
0.659
300

0.921 0.701

0.897

0.878

0.879

0.879

0.860 0.606
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Table 2. Discriminant validity

Source: Authors’ compilation (2019).

Discriminant validity (Fornell-Larcker criterion)

TCOMP GENF : TRAT : EXCH : SPEC : SELF
TCOMP ; ; ; ;
T e
TRAT . 0.368 :
EXCH 0768 0382
SPEC 0.467 L0286 G..0425 . e
SELF 0.730 0.406 : 0.642 0.718 ; 0.504 0.779

Discriminant validity (HTMT )

TCOMP GENF : TRAT : EXCH : SPEC : SELF
TCOMP : : : :
GENF 0494 o
TRAT 0.724 e R S AR S
EXCH 0894 0SS 03 e
SELF 0.873 0.495 : 0.801 : 0.897 i 0.627

Note: GENF: General fairness; TCOMP: Tax compliance; TRAT: Preferred tax rate; EXCH: Exchange with the government; SPEC:
Special provisions; SELF: Self-interest.

Qg0
0.856
—
'
0.800
_TRAT3 0.83
0.824

0.8%6
0.801
,
0.836
0.7
7
0.815
0.81
.
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GENF

TRAT

EXCH

SPEC

SELF

Source: Authors’ own compilation (2019).

0.083
0.184
0.89 ©
79
0.457 0% »[ Tcomps
0.685 0.868
TCOMP4
5338
TCOMP
0.028 TCOMPS
0.589
TCOMPS5
0.237

Figure 1. Measurement model
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Table 2 demonstrates the discriminant validity
using the Fornell-Larcker criterion. Based on the
findings, the square root of AVE is presented by
the diagonal values (in bold), and it must be high-
er than all related inter construct correlation to
affirm discriminant validity. The results display
that the latent construct in the model is discrimi-
nant other constructs, and other items do not load
on other constructs (Chin, 2010). In another ex-
tended analysis for discriminant validity, as rec-
ommended by Henseler et al. (2015), a new meth-
od for measuring the discriminant constructs is
through the “Heterotrait-Monotrait (HTMT)
ratio correlation.” To achieve the required value
of HTMT, its values must be less than HTMT,,,
(Gold, Malhotra, & Segars, 2001). Based on Table 2,
all values are lower than the HTMT value of 0.90,
affirming that data in this research does not suffer
from discriminant validity problem.

3.2. Structural model

Assessment of the structural model is the second
part of the PLS path analysis. Hair et al. (2017)
highlighted some essential inspections that en-
compass: collinearity among predictors, explained
variance (R?) of endogenous construct, effect size
(f) of all relevant predictors, predictive relevance
(Q* of endogenous variable, and significance lev-
el of hypothesized relationships. In inspecting the
collinearity of this study’s structural model, the
results exhibit the values of the variance inflation
factor (VIF) for all latent constructs are less than
the conservative threshold of five, i.e., in the range
of 1.252 to 2.709, indicating the absence of multi-
collinearity issue (Hair et al., 2014).

Given the explanatory nature of the present study,

it was required to ensure that R* values (i.e., the
explained variance in the endogenous variable)

Table 3. Structural model

Problems and Perspectives in Management, Volume 18, Issue 1, 2020

is maximized (Hair et al., 2017). The R? value of
the endogenous variable (tax compliance) is 0.685
(see Figure 1). This reflects that the model tested in
this research shows adequate predictive relevance
(Cohen, 1988). The f* was also assessed to deter-
mine whether the omission of a certain exogenous
variable leads to a change in R’ To assess the f*
magnitude, the present study employed Cohen’s
(1988) guideline for exogenous constructs — val-
ues of 2 of 0.02, 0.15, and 0.35 indicate the effect
magnitude to be small, medium, and large, re-
spectively. The findings show that exchange with
the government has medium f of 0.302. Small
values of f* are found in self-interest, preferred tax
rate, and overall fairness (0.066, 0.060, and 0.017,
respectively), while no effect is demonstrated for
special provisions (0.002). The study also tested
the predictive relevance (Q*) by performing the
blindfolding technique in Smart PLS to assess the
Stone-Geisser’s Q* analysis (Geisser, 1974). The
value of Q* of the endogenous construct (tax com-
pliance) is higher than zero (Q*= 0.441), signify-
ing the model’s predictive relevance.

The significance levels of the hypothesized rela-
tionships were assessed by applying 5,000 boot-
strap sub-samples. Table 3 and Figure 2 show
that the structural relationship between general
fairness and tax compliance results is ( = 0.083,
t =2.115, p = 0.017). Similarly, the association be-
tween preferred tax rate structure and compliance
indicates (8 =0.184, t=2.932, p =0.002). The as-
sociation between fair reciprocal exchange with
the state and compliance behavior is (S = 0.457,
t=7931, p=0.000). Likewise, self-interest and
individual taxpayers’ compliance behavior is
(B =0.237,t =3.607, p = 0.000). However, the path
from special provisions to tax compliance demon-
strates (= 0.028, t = 0.644, p = 0.260). It is there-
fore concluded that all the hypothesized relation-

Source: Authors’ compilation (2019).

Relationship B . St-Dev. @ t-value . p-value ' I VIF
H1: GENF - TCOMP {0083 ¢ 0039 ¢ 2115 i 0017 i 0017 i 1.251
H2: TRAT > TCOMP 0184 . 0063 293 . 0002 0060 1787
H3: EXCH - TCOMP 0457 i 0.058 7.931 0.000 0302 2190
H4:SPEC > TCOMP 0028 . 0044 . 0644 . 0260 . 0002 | 1422
H5:SELF > TCOMP 0237 . 0066 . 3607 . 0000 . 0066 | 2709

Note: GENF: General fairness; TCOMP: Tax compliance; TRAT: Preferred tax rate; EXCH: Exchange with the government; SPEC:
Special provisions; SELF: Self-interest; f2: Effect size; VIF: Variance inflation factor.
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GENF1 9.683
GENF2 405%%
e
GENF3
o449 GENF
GENF4 9115
TRAT1 35.441
297588
TRAT2
e .
TRAT3
437 TRAT 2932
TRAT4
EXCH1 34.944
3
s> 7931
EXCH3
s EXCH
EXCH4
SPEC2 243 -
23,676
SPEC3 £ SPEC 3607
SPEC4
SELF1 34.597
SELF2 31.050 -
19498
SELF3 SELF
043
SELF4

ships of the study’s model are positively significant,
except the relationship between special provisions
and compliance. Consequently, the structural
model provides evidence that supports H1, H2, H3
and H5, while it does not support H4.

4. DISCUSSION

In an attempt to bridge the research gap in the
previous studies, i.e., the lack of empirical evi-
dence on the influence of fairness perceptions of
tax system in the Middle East region, this study
attempts to shed light on the influence of fairness
perceptions of Yemeni taxpayers of the current tax
system and the likelihood of their compliance be-
havior. Drawing upon the effort of Gerbing (1988)
as a starting point, five robust dimensions of tax
fairness were identified relating to general fair-
ness, favored tax rate, exchange with the govern-
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Source: Authors’ compilation (2019).

TCOMP2
64.647
76421 TCOMP3
41.575
- TCOMP4
31.776
TCOMPS
TCOMP 170
TCOMP5

Figure 2. Structural model

ment, special provisions, and extent of self-inter-
est. Remarkably, the findings of the present study
revealed that all these five dimensions of fairness
collectively explain 68.5 % of the variance level of
Yemeni taxpayers’ compliance behavior.

The empirical evidence of this study has provid-
ed interesting findings. It revealed that while tax-
payers perceive all the tax fairness dimensions in
Yemen, general fairness, preferred tax rate struc-
ture, exchange with the government and extent of
self-interest dimensions, are positive and signifi-
cant determinants of tax fairness and taxpayers’
compliance behavior. The special provisions var-
iable had no effect. The results in this research are
consistent with previous studies (Chan, Troutman,
& O’Bryan, 2000; Faizal & Palil, 2015; Gilligan &
Richardson, 2005; Richardson, 2006; Saad, 2010),
contending that taxpayers believe that tax sys-
tem fairness is shaped by various perceptions and
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viewpoints, the most significant being general
fairness, favored tax rates structure, fair reciprocal
exchange with the state or government and self-in-
terest, that lead to greater tax compliance behavior.

Chan et al. (2000) give evidence that taxpayers’
fairness perception of the tax system is positively
associated with compliance behavior. Faizal and
Palil (2015) also revealed that compliance behav-
ior of taxpayers could be shaped through a fair tax
system. Richardson (2006) explicitly supported
the fact that the public perceives fairness in any tax
system as an important determinant constituting
voluntary tax compliance. People are normally in-
clined not to comply with tax laws and rules if they
believe that the tax system does not have well-es-
tablished fairness principles. Richardson (2006)

Problems and Perspectives in Management, Volume 18, Issue 1, 2020

system fairness, adapted from Gerbing’s (1988)
study conducted in the US exist in the context of
Hong Kong, the general fairness, the benefit re-
ceived from the government and preferred tax rate
structure are the most significant dimensions of
tax system fairness. Special provisions and self-in-
terest for high-income earners have the lowest
significance. The present research also found that
perceived special provisions do not significantly
affect the Yemeni taxpayers’ compliance. Perhaps,
since there are cultural and educational differ-
ences in the Middle East countries (e.g., Yemen)
compared to the Western context, this could be
a rational justification and explanation for this
slightly different result reported concerning tax
fairness perceptions. Equally, some concepts of
tax fairness and its dimensions may be difficult for

indicated that while all the five dimensions of tax  the average taxpayers to understand easily.

CONCLUSION

The paper provides empirical evidence on how the tax fairness dimensions can explain the tax compli-
ance puzzle in one of the Middle East countries, i.e., Yemen. By adopting cross-sectional research based
on a survey of individual taxpayers in Yemen - consistent with prior studies - this study found that
general system fairness, favored tax rate, exchange and reciprocal relationship with the government and
extent of self-interest have a significant relationship with taxpayers” decisions to comply with tax provi-
sions. Thus, these perceptions play a crucial, and perhaps, even a dominant role, in compliance behavior.

The results of this research would be of interest to the tax authorities, and other practitioners not only in
Yemen but also in other Arab, Middle East, and developing countries. Instead of expanding the resources on
enforced compliance through more penalties and audit, the tax authorities can consider strategies and pol-
icies to ensure fairness in all features of the tax system to diminish non-compliance behavior. Importantly,
it is imperative for the tax authorities to initiate a fair tax system and administration simply. While this
study has attained its objective, some limitations should be highlighted for future research. The present
study focused only on tax fairness perceptions; to have complete explanation of the compliance model, fu-
ture researchers must examine further determinants to improve voluntary compliance behavior, other than
coercion (e.g., social norms, trust, and moral values). It could also be claimed that this study is one of very
few that investigates the effect of tax fairness dimensions in the Middle East context. This scarcity of similar
studies limits the study’s ability to benchmark its findings with other prior studies in the same context. It is
possible to extend the study’s model to some other Arab and Middle Eastern communities.
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