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An Investigation into Ethical Issues Confronting 

Australian Tax Practitioners  

 

1. Introduction 

This study investigates the views of tax practitioners with regards to various ethical 
issues they potentially face in their work. An examination of the tax compliance 
literature reveals there is a lack of recent empirical research in Australia regarding 
the influence of tax practitioners who act as intermediaries, between the Australian 
Taxation Office (ATO) and the majority of Australian individual taxpayers. As tax 
practitioners are viewed as representatives of both the taxpayer and the revenue 
agency it is important to ascertain where their allegiances lie when faced with vexed 
ethical situations.  

 

The tax practitioner represents a significant third category of actor together with the 
taxpayers and the ATO in a tax system of voluntary compliance Marshall et al (1998).  
This is particularly so in situations where the tax law is ambiguous and the tax owed 
depends on the interpretation of the complex provisions of the law Ayers et al. (1989). 
As tax practitioners carry the responsibility for accurate tax filing for the majority of 
Australian tax payers (Baldry, and K McKinstry, 1995)1 they are also in a position to 
exert a strong and direct influence on the compliance and tax administration process 
Erard, (1993).    

 

The importance of tax practitioner ethics, with respect to tax administration, 
enforcement policies and the distribution of equity in the tax system was initially 
recognised in the early 1990’s. A draft project relating to tax agents professional 
standards and regulatory arrangements was submitted to the Commissioner of 
Taxation’s National Tax Liaison Group in 1992. An agreement between the ATO and 
the professional bodies consequently endorsed a National Review of Standards for 
the Tax Profession. In particular, the then Commissioner Boucher, (1993) 
emphasised the ethical component of tax advice: 

 

 “Ethics is an intrinsic aspect of providing tax advice. Tax advisers play a role in shaping our 
tax morality. Whether in-house or external they become involved in the decision- making 

processes of the enterprises they advise.” (p.52)      

 

At an international level, the influence of tax advisers on the ethical standards of their 
clients has also been identified by Gordon (1988): 

                                                           
1
 See www.abs.gov.au/AUSSTATS/abs@nsf. Approximately 75% of Australian individual taxpayers 

lodge through a tax agent or accountant.  

http://www.abs.gov.au/AUSSTATS/abs@nsf
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“Their advice communicates by implication many political judgements about the legitimacy of 
legal norms and regulations and about the normative value of complying with them, whether 
they want it to or not. They can’t choose not to be influential; they can only decide not to care 
or think about their influence and whether they should exercise it differently.” (p.30)       

 

Since the early 1990’s major developments in the regulation of tax practitioners and 
their accountability with respect to the advice they provide was evidenced in the 
release of exposure draft legislation in 2007. Further draft transitional provisions and 
consequential amendments resulted in the introduction of the Tax Agents Services 
Bill in 2008. Finally, after nearly fifteen years in the making the recently established 
Tax Practitioners Board, introduced the Tax Agents Services Regulations and the 
Tax Agents Services Act (2009), including a Code of Professional Conduct which 
became operational from 1 March 2010.    

 

However, despite the increased attention directed towards tax practitioner standards 
and professional conduct and the impact it might have on tax compliance, there was 
little empirical research as to the influence tax practitioners may have had directly 
upon the ethical behaviour of taxpayers. It is submitted that this research will give an 
indication of the effectiveness of these recent measures upon tax practitioners, and 
whether this ultimately may have influenced the ethical behaviour of taxpayers.’       

   

Consequently, the results of this study contributes to the literature by revealing how 
and why the views of tax practitioners, either directly or indirectly, influence the 
ethical climate and level of compliance amongst Australian individual taxpayers 
Ultimately the research has the potential to further elicit the reasons on how tax 
practitioners impact the compliance landscape and improve the ATO’s collections 
thereby improving the provision of goods and services to members of the community. 

 

The remainder of this article is organised as follows. The next section briefly reviews 
related research including, an examination of studies which have considered the role 
and influence of tax practitioners, from their perspective and the importance of tax 
ethics/morals generally upon individual taxpayer compliance. Based on this review, 
the relevant research questions for this study are developed. The third section 
describes the research methodology, and the fourth section presents a discussion 
and analysis of both the quantitative and qualitative research findings. Finally, a brief 
summary of the key findings/implications, along with some tax policy considerations, 
the limitations and suggestions for future research, are given in the conclusion. 
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2. Brief Literature Review 

 

Taxpayers employ professional tax practitioners to represent them for a number of 
reasons. These reasons include, a desire to lodge accurate returns mainly due to 
their lack of tax knowledge based on the complexity of the current tax law, a desire 
to minimize the tax they are required to pay, their fear of making a mistake and being 
penalised, or just having a lack of time to complete their own return. Regardless of 
the reason or reasons, tax practitioners currently represent 75 per cent of Australian 
Individual taxpayers and potentially have a large influence upon taxpayers’ ethical 
behaviour and compliance.  

    

Prior studies indicate that research into the relationship between taxpayers and tax 
practitioners has increased over the last twenty years and knowledge has advanced 
significantly as a result.  Several different aspects of practitioners as a variable have 
been examined, including first, why taxpayers engage tax practitioners (Collins et al, 
1990, Hite et al, 1992) second, what factors influence practitioner aggressiveness 
(Hite and McGill 1992, Murphy, 2004) third, the role of practitioner penalties in 
encouraging practitioner co-operation (Duncan et al, 1989, Reinganum and Wilde, 
1991) and fourth, how the use of practitioners affects taxpayers’ ethical behaviour 
and compliance (Marshall et al, 1998,  Marshall et al, 2010, Erard, 1993 and Bobek 
et al, 2010b, Molero and Pujol, 2012.).  

 

Compared to the large number of studies that have examined the first three aspects 
of the practitioner variable mentioned above, until recently, relatively few have 
examined the last aspect which is the relationship between practitioner use and 
taxpayers’ ethical behaviour. Studies in this specific area have also produced 
conflicting results due to a number of reasons. This study attempts to address this 
potential research gap by examining the ethical issues tax practitioners’ face, which 
ultimately influences the compliance attitudes and behaviour of Australian individual 
taxpayers. It also provides some recent Australian empirical evidence regarding tax 
practitioner ethics which answers a call stemming from an extensive review of the 
tax compliance literature (Richardson and Sawyer, 2001, p. 212).2 

 

There is no general census on how business ethics should be defined. However 
after reviewing the literature Lewis (1985), framed his definition of ethics as, “rules, 
standards, codes or principles which provide guidelines for morally right behaviour 
and truthfulness in specific situations.” Morally right behaviour includes “individual 
actions that conform to justice, law or another standard…” (p. 381). Applying this 
definition to tax practice, ethical conduct will be taken to refer to standards, which 

                                                           
2
 Richardson and Sawyer (2001), 212, indicated that only three studies have originated outside of the 

US since 1985. These include, Tomasic and Pentony (1991), Australia, Brooks and Doob (1990), 
Canada, and Hassledine, Kaplan and Fuller (1994), New Zealand. It is noted more recent studies 
have come out of the US since then (See for example Bobek et al. (2010)) but the only recent study in 
Australia was Marshall et al. (2010).   
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include professional competence, objectivity/independence, integrity/reasonable care, 
public interest and confidentiality (Marshall et al, 1998 p. 1 266). It incorporates 
those attitudes of truthfulness and integrity in an accountants practice, including tax 
work which is highlighted in the codes of practice set out by the Accounting bodies 
and the recent Code of Professional Conduct under the Tax Agents Services Act 
2009. For the purpose of this study Lewis’s definition of ethics is adopted.         

 

The role and influence of tax practitioners’ and how they impact upon taxpayers’  
attitudes and behaviour can initially be gauged from the practitioner’s perspective. 
An Australian study by Marshall et al. (2006) investigated the role of tax agents as a 
preparer of tax returns and providers of professional advice.  A mail survey of some 
2000 tax agents in Western Australia was undertaken presenting respondents with 
realistic tax return scenarios in which demands of clients varied according to audit 
risk, the severity of tax law and the materiality of dollar amounts involved. The 
findings indicated that only the severity of tax law violations was an important factor 
in the tax professionals’ ethical decision making. The implications of this result were 
that perceptions of tax law were stronger than perceptions of enforcement activities 
and the probability of detection as directed by the ATO.   

 

A more recent study by Marshall et al. (2010), investigated whether there were 
significant differences in the ethical perceptions amongst different tax professionals 
namely, tax agents and Big 4 practitioners. The findings revealed that both groups 
rated highly the need to maintain technical competence and to continue to act for a 
client even when it was not appropriate to do so. However, there was a significant 
difference in the two groups with respect to loophole seeking (potential tax 
avoidance). This has implications for client expectations of alternative tax 
professional roles, where the Big 4 practitioners were labelled as “tax exploiters” 
while tax agents were labelled as “tax enforcers.”     

 

Likewise, the results of a study by Erard, (1993) found that the use of tax 
practitioners, particularly CPA’s and tax lawyers was associated with increased 
levels of non-compliance. The results of Erard’s study were also used to predict the 
change in non-compliance if there was a change in tax preparer. It was discovered 
that non-compliance by taxpayers was 4 ½ times larger with CPA’s and lawyers than 
it would have been if they had self- prepared whereas, with non-CPA’s and lawyers it 
would have been only 15% higher (p. 191). Clearly CPA’s and lawyers were much 
more aggressive with their reporting practices than other types of preparers. From a 
tax policy perspective, this outcome can have negative consequences for both tax 
equity and efficiency of the tax system and suggests that certain tax preparers 
should perhaps be targeted from an audit perspective.        

 

Duncan et al, (1989) found that the client’s risk orientation was significantly related to 
the position adopted by the tax consultant but in a surprisingly counterintuitive 
fashion. That is, the more timid the taxpayer the more aggressive the consultant and 
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the more aggressive the taxpayer, the less strong the position recommended by the 
consultant. If this result is confirmed, it suggests that tax professionals may serve to 
moderate taxpayers’ ethical behaviour.  

 

Roberts (1998) revealed important findings with regard to client risk preference in a 
number of studies. For example, three other studies of tax accountants decisions 
Cloyd (1995), Cuccia et al, (1995) and Schisler (1994), all indicated a tendency to 
recommend more aggressive positions when taxpayers are described as more 
aggressive (risk seeking). In contrast Duncan et al (1989), indicated that tax 
accountants encourage aggressive positions more for clients who have a tax 
minimization goal but are described as conservative (risk averse/neutral) than for 
clients that do not need persuading. Accordingly, the results suggest that the risk 
attitudes (which could be perceived as being either compliant/non-compliant) of 
taxpayers themselves will be critical in determining what type of advice is ultimately 
provided by tax professionals and the taxpayer’s consequential ethical behaviour 
which follows as a result.  

 

Roberts (1998) also indicated that five categories of factors affected tax accountants 
Judgement Decision Making (JDM). These included; cognitive and effective 
psychological factors, economic risks and rewards in the external environment, task 
inputs, cognitive processing and task outputs. The findings indicated that amongst 
other factors, tax accountants’ personal factors, economic and environmental risk of 
audit and penalties and client risk preference were all significant. These results 
confirmed that tax accountants were subject to both internal and external factors 
which effected their compliance attitudes and decisions and ultimately impacted 
upon taxpayer behaviour.         

 

A study by Bobek et al. (2010b) specifically focused on the issue of tax ethics and 
how this impacted upon compliance. In an examination of both tax partners and non-
partner tax practitioners, the findings indicated that tax partners rated their ethical 
environment as stronger than non-tax partner practitioners. The evidence also 
indicated that non-partner tax practitioners perceived certain ethical dilemmas at a 
higher rate. The results confirm a divide between practitioner types and importantly 
the potential impact of tax practitioner ethics upon compliance behaviour.   

 

Further studies by Bobek et al (2007 and 2010a) examined how the role of client 
advocacy influenced tax professionals’ decision processes and outcomes. The 
empirical results revealed that client characteristics influence tax professionals’ 
advocacy attitudes. In particular, tax professionals may be unintentionally influenced 
by client attributes when making judgements and may have difficulty in separating 
their advocacy and evidence evaluation roles. Clearly this has serious implications 
for compliance in that tax professionals could be swayed by taxpayers in regards to 
how taxpayers want to be represented.   
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Recently, a growing body of literature has developed evidencing the impact of tax 
morale and ethics upon compliance generally (Torgler, and Schneider, 2009, 
Kornhauser, 2007a, McGee and Gupta 2009, Molero, and Pujol, 2012, and Wenzel, 
2005, 2007). Wenzel (2007) investigated taxpayers’ identities and the implications 
for tax morals and tax-ethical attitudes. In particular, three different levels of self-
definition were established, namely, personal, subgroup and national. The findings 
indicated that respondents who had defined themselves most inclusively, and 
identified with their nation as a whole, possessed the most favourable tax ethics and 
attitudes (Wenzel 2007, p 44). Consequently, taxpayers who possessed national 
pride and commitment were more likely to find the tax authority legitimate and, with 
the assistance of co-operative and educational approaches (for example the 
influence of tax practitioners), were more likely to comply with their tax obligations. 

 

Kornhauser (2007b) made a further call for an educational and supporting role by the 
revenue authority in order to improve tax morale. In a review of the literature 
Kornhauser indicated that an external agent, such as the IRS, can influence tax 
morale norms and thereby tax compliance in a variety of ways, including education, 
procedural fairness and proper framing of communications. It is suggested that tax 
practitioners may perform a similar role. Importantly, Kornhauser’s study made three 
specific recommendations with respect to adopting a tax morale approach to 
compliance. First, the IRS should establish a behavioural science unit which is 
devoted solely to exploring tax moral issues (Kornhauser 2007b, p 626). Second, the 
IRS should adopt a tax morale approach to tax compliance, recognising taxpayers’ 
internal motivations and societal conditions (Kornhauser 2007b, p 628). Third, the 
IRS should implement ongoing educational programs and media campaigns 
(Kornhauser 2007b, p 628).  

 

(Molero, and Pujol, 2012), also investigated the benefits of education in improving 
tax morale and consequently taxpayer compliance behaviour. However, according to 
their empirical results preventative campaigns fighting tax evasion acceptance could 
be more successful if they are informative and oriented toward better explaining the 
benefits of public policies than when they are educational and oriented to directly 
increasing the sense of duty and solidarity of taxpayers (Molero, and Pujol, 2012, p 
159).    

 

Other overseas studies which have examined the impact of tax morale and ethics 
upon compliance include (McGee and Gupta 2009). In an empirical study of the 
views of New Zealand students and accountants, 18 arguments that were put 
forward justifying tax evasion were subsequently analysed. The findings revealed 
that demographic variables including religious beliefs and tax fairness issues 
impacted upon ethics, and accountants were more opposed to tax evasion than 
students (McGee and Gupta 2009, p 19). Unfortunately, it was the limitation of an 
unrepresentative survey sample that hampered these results from having a broader 
application. 
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However, a study by (Cummings et al, 2009) indicated that the joint use of survey 
data on tax morale and an artefactual field experiment framed in tax language was 
effective in investigating compliance behaviour. The results of the study supported 
the hypothesis that tax morale enhances compliance, while the quality of governance 
also had an observable impact upon tax compliance. This notion was also supported 
by (Torgler and Schneider 2009), who indicated that tax morale and societal 
institutions, in general, are significantly related to the level of tax evasion and the 
cash economy. Based on the forgoing discussion the following research questions 
have been posed to gauge the views of tax practitioners on various ethical and 
related issues.  

 

Research Questions 

   

1. What are the views of tax practitioners’ regarding the application and 
enforcement of the tax law? 

2. What are the views of tax practitioners’ with regards to penalties and 
prosecution for tax evasion and avoidance?   

3. What are the views of tax practitioners’ with regards to the professional and 
ethical standards stipulated in the Code of Professional Conduct? 

4. What are the views of tax practitioners with regards to the effectiveness of the 
promoter penalty laws?  

5. What are the views of tax practitioners with regards to the effectiveness of 
industry benchmarking?  

6. What are the views of tax practitioners with regards to various ethical issues 
faced in their work?   

 

3. Methodology 

 

In order to address the research questions posed above, an electronic survey 
instrument was developed and distributed to tax practitioners via a web link. (The 
software version used was Qualtrics). In particular the web site of the Australian 
CPA’s (Certified Practising Accountants) and the Association of Tax and 
Management Accountants (ATMA) allowed members to participate in the 
anonymous survey and to provide further information by way of a telephone 
interview if desired.   

 

3.1 The Survey Instrument 

 

The entire survey instrument comprised 18 questions with Q19 calling for additional 
comments, if any.  In Section A of the survey Q1 to Q9 obtained specific 
demographic data and this was followed by Section B which addressed particular 
ethical and related issues. A five point likert scale ranging from strongly agree to 
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strongly disagree for Q10-11 was provided. Following this Q12-18 required a yes or 
no response with space provided for additional comments in some questions. Some 
of the questions were adopted from a tax ethics study on New Zealand Tax 
practitioners, conducted by (Attwell and Sawyer, 2001). 

 

3.2 Survey Sample 

 

The survey remained open for a period of 4 weeks during May –June 2012. 
Potentially, the exposure to CPA tax practitioners and tax and management 
accountants was to approximately some 11,000 members. A total of n= 283 survey 
responses were received totally a response rate of 2.6%. However it was envisaged 
that the total number received would be sufficient in terms of statistical analysis and 
provided a snap shot of the preliminary results. In addition 11 tax practitioners were 
happy to express their views further in a telephone interview.  

 

4. Discussion and Analysis of Research Findings 

 

4.1 Descriptive Statistics – Demographic Profile of the Tax Practitioner sample 

Survey Q1-9 

Table 1: Tax Practitioner Office 

1.      Please answer the following in relation to the office you currently work in.  Accounting Firm: 

# Answer   
 

Response % 

1 Sole Practitioner   
 

87 31% 

2 2-5 partners   
 

21 7% 

3 6 or more partners   
 

18 6% 

4 
Directors, if a 
company 

  
 

50 18% 

5 Industry   
 

57 20% 

6 
Tax 
Consultant/Agent 

  
 

47 17% 

7 
Other (please 
state) 

  
 

3 1% 

 Total  283 100% 

Part Time Tax Agent 

Legal Firm 

 

The results in Table 1 above indicate that the majority of tax practitioners were sole 

practitioners 87(31%) with large numbers also working in industry (20%) or in the 
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capacity of a company director (18%).This was expected to some extent as the 

majority of registered tax agents are sole practitioners or consultants. 

 

Table 2: Legal Structure 

2.      What legal structure does your entity operate under? 

# Answer   
 

Response % 

1 
Limited Liability 
Company 

  
 

38 13% 

2 Partnership   
 

38 13% 

3 Sole Trader   
 

165 58% 

4 
Other (please 
specify) 

  
 

42 15% 

 Total  283 100% 

ther (please specify) 

 

The results in Table 2 above indicate that the preferred legal structure amongst this 

sample of practitioners was a sole practitioner with (58%). All other entity structures 

were less preferred although it is noted that there were in fact a variety of structures 

employed with various trust structures being used (42%) indicating that it is still one 

of the most popular, particularly unit trust with a corporate trustee. 

 

Table 3: Tax Related Work time 

3.      On average, what is the percentage of work time spent on tax related matters? 

# Answer   
 

Response % 

1 100%   
 

48 17% 

2 75-99%   
 

75 27% 

3 50-74%   
 

87 31% 

4 25-49%   
 

61 22% 

5 0-24%   
 

10 4% 

 Total  281 100% 

 

The results in Table 3 above indicate that the majority 75% of practitioners sampled 

spent 50% or more of their time on tax related work while 17% spent 100% of their 

time in tax related work. This was expected to some degree as other financial or 

accounting services provided are usually limited and do not attract the same 

remuneration. Many tax practitioners may specialise in a tax area and also have 

generalist tax knowledge to service a range of clients.    
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Table 4: Type of Client Base 

4.   Please indicate which of the following client categories make up the majority of your client base. 

# Answer   
 

Response % 

1 
Salary and Wage 
Earners 

  
 

30 11% 

2 
Self Employed 
Persons 

  
 

28 10% 

3 
Small Medium 
Business (SME) 

  
 

177 63% 

4 Large Business   
 

36 13% 

5 Other (please state)   
 

11 4% 

 Total  282 100% 

 

Further to the type of client serviced in Table 4 above, it is noted that the most 

popular is the small medium enterprises (SMEs) at (63%). This result was not 

unexpected as the average practitioner finds these clients the most lucrative given 

the expertise required. That is, the practitioner would arguably not generally have the 

skills and knowledge to deal with the more complex large businesses and would find 

salary and wage earners and the self- employed being less profitable. The SME also 

brings various GST and FBT obligations that must also be dealt with. 

 

Table 5: Age. 

What is your age in full years? (Closest year number e.g. 41) 

# Age Frequency Percentage 

1 20-29 years 13 5% 

2 30-39 years 59 21% 

3 40-49 years 83 30% 

4 50-59 years 89 31% 

5 60-69 years 33 12% 

6 70-79 years 4 1% 

Total Responses   281 100% 

 

The figures in Table 5 reveal that the majority of tax practitioners were between the 

age of 40 and 60 years (61%). This is not surprising given that very few younger 

graduates are taking up tax practices illustrated by only 5% in the 20-20 age bracket. 

It also suggests that the number of accountants that will be practising tax in the 

future will continue to decline and only the larger firms will be left to service clients.       
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Table 6: Tax Experience 

6.    Please indicate the number of years that you have been involved in providing taxation advice and return 

preparation 

# Answer   
 

Response % 

1 0-5 years   
 

7 2% 

2 6-10 years   
 

20 7% 

3 11-15 years   
 

58 21% 

4 16-20 years   
 

61 22% 

5 21-25 years   
 

62 22% 

6 26-30 years   
 

36 13% 

7 31-35 years   
 

26 9% 

8 
36 or more 
years 

  
 

12 4% 

 Total  282 100% 

 

The results in table 6 above indicate that the majority (65%) of practitioners had 

between 11 and 25 years of tax experience with only 9% of practitioners indicating 

less than 10 years. This is a reflection of the current state of the tax profession 

generally in that it is aging and not as many younger graduates are entering the 

profession. This could have implications for the future availability of advice being 

offered by Australian practitioners and arguably it may need to be derived offshore in 

the future.   

 

Table 7: Location  

7.       Where are you located? 

# Answer   
 

Response % 

1 NSW   
 

61 22% 

2 VIC   
 

110 39% 

3 QLD   
 

65 23% 

4 SA   
 

23 8% 

5 WA   
 

18 6% 

6 TAS   
 

3 1% 

7 NT   
 

1 0% 

8 ACT   
 

0 0% 

 Total  281 100% 

 

As expected the majority of the practitioners came from the more populated states in 

that of Victoria and NSW and also Queensland (84%) depicted in Table 7. 
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Table 8: Gender 

8.       What is your gender? 

# Answer   
 

Response % 

1 Male   
 

206 73% 

2 Female   
 

76 27% 

 Total  282 100% 

t Value 

 

Also as expected 73% of tax practitioners were males and 27% females as indicated 

in Table 8 above.  It confirms that tax practice continues to be heavily male 

dominated.   

 

Table 9: Professional Affiliation 

9.   Please indicate your professional association/s. If more than one please indicate all 

# Answer   
 

Response % 

1 
CPA Australia 
(CPA) 

  
 

157 56% 

2 
Institute of 
Chartered 
Accountants (ICA) 

  
 

24 9% 

3 

Association of 
Taxation and 
Management 
Accountants 
(ATMA) 

  
 

86 30% 

4 
Other (please 
state) 

  
 

15 5% 

 Total  282 100% 

Other (please state) 

 

Table 9 above indicates that the majority of practitioners were CPAs (56%) with 30% 

coming from the Association of Taxation and Management Accountants. This was 

also expected given that the survey instrument was placed on the web site of both 

these accounting bodies and members were attracted directly by the on-line 

invitation. It is noted however, that many practitioners were also members of two or 

more associations including the Tax Institute, the Law Society and the institute of 

practicing accountants.  In this regard it will be important to distinguish the type of 

advice provided by practitioners of different affiliations.  
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4.2 Frequencies and Percentages  

Core Statistics - Application and Enforcement of the Law 

Table 10a: Application and Enforcement of the Law 

 10a Any transaction or situation not explicitly covered in the Income Tax Act is ‘fair game’ when minimizing tax 

liabilities 

# Answer   
 

Response % 

1 Strongly Agree   
 

17 6% 

2 Agree   
 

143 51% 

3 
Neither agree or 
disagree 

  
 

66 23% 

4 Disagree   
 

36 13% 

5 
Strongly 
Disagree 

  
 

19 7% 

 Total  281 100% 

 

The results in Table 10a above indicate that the majority (57%) of those practitioners 

surveyed believed that they are at liberty to take advantage of the interpretation of 

the tax law when it is ambiguous or unclear. That is they would take a position which 

was most favourable to the client in cases which may be vague or even contentious.  

These results are relevant to findings of (Tomasic and Pentony, 1991) who found 

that tax practitioners were both enforces and exploiters of the law. This action would 

not be considered evasion as it was only against the spirit and not the letter of the 

law. There was also (23%) of those who were uncertain and it is possible their 

ethical beliefs may have played a role here.    

 

Table 10b Application and Enforcement of the Law 

10b.  As members of society each citizen has a duty to report tax evaders 

# Answer   
 

Response % 

1 Strongly Agree   
 

40 14% 

2 Agree   
 

161 57% 

3 
Neither agree or 
disagree 

  
 

48 17% 

4 Disagree   
 

25 9% 

5 
Strongly 
Disagree 

  
 

7 2% 

 Total  281 100% 

 

Seventy –one per cent (71%) of tax practitioners surveyed either agreed or strongly 

agreed that tax evaders should be reported (See Table 10b above). Consequently 

there was evidence of strong moral and ethical commitment to people paying their 
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fair share of taxes and that evasion was not to be tolerated. Tax practitioners saw 

this as a moral obligation and part of their role as tax advisors.  This is consistent 

with the morally acceptable behaviour as described by other studies (Marshal et al, 

1988 p 1266). Only 11% of tax practitioners disagreed with this moral obligation.   

Table 10c Application and Enforcement of the Law 

10c.  During an ATO audit or investigation only information specifically requested is to be provided 

# Answer   
 

Response % 

1 Strongly Agree   
 

50 18% 

2 Agree   
 

169 60% 

3 
Neither agree or 
disagree 

  
 

46 16% 

4 Disagree   
 

13 5% 

5 
Strongly 
Disagree 

  
 

4 1% 

 Total  282 100% 

 

In Table 10c it was clear that the majority (78%) of those practitioners surveyed 
believed that they should only provide the information specifically requested by the 
ATO. There was no evidence of a moral obligation to go beyond that what was 
required under the law or by the ATO. This appears to be a fairly standard approach 
to take in practice, but also indicates that the tax practitioners’ allegiance lies 
primarily with their client. In terms of voluntary disclosure requirements only what 
had to be revealed was provided to the revenue authority. This finding is consistent 
with other studies which looked at the influence of audit and penalty (Roberts, 1998) 
and what tax practitioners felt was appropriate.  

 

Table 10d: Application and Enforcement of the Law 

10d. When imposing penalties the Commissioner of Taxation should take into consideration the financial situation of the 

taxpayer. 

# Answer   
 

Response % 

1 Strongly Agree   
 

41 15% 

2 Agree   
 

166 59% 

3 
Neither agree or 
disagree 

  
 

48 17% 

4 Disagree   
 

26 9% 

5 
Strongly 
Disagree 

  
 

1 0% 

 Total  282 100% 

 

In Table 10d the majority (74%) of tax practitioners indicated that the Commissioner 

should take into account taxpayers who were in financial difficulties when imposing 

penalties. This appears to be both logical and fair. The ATO has arrangements in 
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place for taxpayers who have a genuine hardship case and this would also include 

those who have been subject to penalty.  It is also noted that as part of the taxpayers 

Charter taxpayers are to be given every avenue in which to repay debts and comply 

with the law.     

Core Statistics – Avoidance and Evasion 

Table 10e: Avoidance and Evasion 

10e.  Tax Avoidance is not serious misconduct as it does not affect fellow citizens.  

# Answer   
 

Response % 

1 Strongly Agree   
 

5 2% 

2 Agree   
 

54 19% 

3 
Neither agree or 
disagree 

  
 

39 14% 

4 Disagree   
 

120 43% 

5 
Strongly 
Disagree 

  
 

63 22% 

 Total  281 100% 

 

It was evident from Table 10e that most (65%) of tax practitioners disagreed with the 

statement that tax avoidance was not a serious offence. Clearly tax practitioners 

should be in a position to distinguish what is sometimes a blurred line between 

evasion and avoidance, (Sawyer, 1996). However, it is noted that (14%) were 

uncertain and that a further (21%) agreed with this statement. Given that tax 

avoidance is legal but against the spirit of the law indicates, there is still a large 

portion of tax practitioners that are comfortable with exploiting the law to their 

advantage. This would be a concern from a compliance perspective but indicates 

that tax practitioners’ ethics do come into play in this regard.     

 

Table 10f: Avoidance and Evasion 

10f. Tax fairness is achieved when loopholes in the tax law favour high income earners and low income earners fail to 

declare ‘under the table’ receipts.   

# Answer   
 

Response % 

1 Strongly Agree   
 

5 2% 

2 Agree   
 

68 24% 

3 
Neither agree or 
disagree 

  
 

53 19% 

4 Disagree   
 

90 32% 

5 
Strongly 
Disagree 

  
 

65 23% 

 Total  281 100% 
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The results in Table 10f produced some mixed results regarding tax evasion and 

non-compliance. Although a majority (55%) of tax practitioners disagreed with the 

idea of tax loopholes for high income earners and cash in hand amounts for low 

income earners (26%) agreed and a further (19%) were undecided. What the tax 

practitioners have failed to realise is the cost to society of tax cheats and while high 

and low income earners may save on tax it is usually the larger middle class that 

ends up picking up the tax shortfall. Again this is a classic situation where tax ethics 

come into play and how tax practitioners view or perceive paying tax. The type of tax 

practitioner may also have a bearing here as was found by Marshall et al, (2010) 

where there was a difference in tax practitioners with regards to loophole seeking 

and being a tax exploiter or enforcer.   

 

Table 11a: Tax Ethics 

11.  It is ethical for tax practitioners to advise clients and/or prepare client tax returns where the taxpayer has 

personally:    a. been prosecuted or had a late lodgement penalty imposed for failing to file a return of income? 

# Answer   
 

Response % 

1 Strongly Agree   
 

18 6% 

2 Agree   
 

121 43% 

3 
Neither agree or 
disagree 

  
 

76 27% 

4 Disagree   
 

53 19% 

5 
Strongly 
Disagree 

  
 

13 5% 

 Total  281 100% 

 Value 

 

According to the figures in Table 11a nearly half (49%) of tax practitioners were 

comfortable with acting for a client that had been prosecuted or had a late lodgement 

penalty imposed. This appears to be reasonable practice on behalf of the 

practitioners provided that they were able to have some influence on improving the 

future compliance of the client. There was (24%) of practitioners who felt this 

practice was not ethical however and a further (27%) who were undecided 

suggesting a stronger moral stance would be taken.  
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Table 11b: Tax Ethics 

11b. had penalty tax, a shortfall penalty or a criminal penalty imposed for understating income? 

# Answer   
 

Response % 

1 Strongly Agree   
 

16 6% 

2 Agree   
 

126 45% 

3 
Neither agree or 
disagree 

  
 

81 29% 

4 Disagree   
 

48 17% 

5 
Strongly 
Disagree 

  
 

10 4% 

 Total  281 100% 

Statistic Value 

 

Similarly in Table 11b (51%) of tax practitioners were comfortable with acting for a 

client that had been penalized for understating income. Again this appears to be 

reasonable practice on behalf of the practitioners provided that they were able to 

have some influence on improving the future compliance of the client. A further (20%) 

of practitioners would disagree while (29%) would be uncertain as to whether it was 

ethical. 

 

Table 11c: Tax Ethics 

11c. been prosecuted or had a criminal penalty imposed for failing to deduct PAYG? 

# Answer   
 

Response % 

1 Strongly Agree   
 

14 5% 

2 Agree   
 

140 50% 

3 
Neither agree or 
disagree 

  
 

70 25% 

4 Disagree   
 

47 17% 

5 
Strongly 
Disagree 

  
 

10 4% 

 Total  281 100% 

Statistic Value 

 

Similarly in Table 11c (55%) of tax practitioners were comfortable with acting for a 

client that had been penalized for criminal activity or failing to deduct PAYG. Again 

this appears to be reasonable practice on behalf of the practitioners provided that 

they were able to have some influence on improving the future compliance of the 

client. A further (20%) of practitioners would disagree while (25%) would be 

uncertain as to whether it was ethical. The level of seriousness of the offence is 

important here as failing to withhold would be perceived as less serious and 

consequently, tolerable. 
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Table 11d: Tax Ethics 

11.d had a reassessment issued for inadvertently understating the private use adjustment for a motor vehicle? 

# Answer   
 

Response % 

1 Strongly Agree   
 

17 6% 

2 Agree   
 

162 58% 

3 
Neither agree or 
disagree 

  
 

59 21% 

4 Disagree   
 

34 12% 

5 
Strongly 
Disagree 

  
 

9 3% 

 Total  281 100% 

 

More clearly in Table 11d (64%) of tax practitioners were comfortable with acting for 

a client that had inadvertently understated the private use of a motor vehicle. Again 

this appears to be reasonable practice on behalf of the practitioners provided that 

they were able to have some influence on improving the future compliance of the 

client and perhaps taken on an educational role. A further (15%) of practitioners 

would disagree while (21%) would be uncertain as to whether it was ethical. The 

level of seriousness of the offence is important here as this would be considered a 

careless inadvertent mistake. 

 

Table 11e: Tax Ethics 

11e. been inadvertently promoting tax avoidance schemes, as yet unchallenged by the Commissioner of Taxation? 

# Answer   
 

Response % 

1 Strongly Agree   
 

9 3% 

2 Agree   
 

129 46% 

3 
Neither agree or 
disagree 

  
 

81 29% 

4 Disagree   
 

50 18% 

5 
Strongly 
Disagree 

  
 

13 5% 

 Total  282 100% 

 

In Table 11e (49%) of tax practitioners were uncomfortable with acting for a client 

that had inadvertently promoted tax avoidance schemes. A further (22%) of 

practitioners would disagree while (29%) would be uncertain as to whether it was 

ethical. The level of seriousness of the offence is important here as this would be 

considered a more serious offence regardless of whether they had been challenged 

by the ATO. The majority of tax practitioners’ would have viewed this as bordering on 

evasion activity and may have been aware of the promoter penalties that were in 

place.  
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Table 11f: Tax Ethics 

11f. been actively promoting tax avoidance schemes with a prior history of promoting other tax avoidance schemes that 

have been successfully challenged by the Commissioner of Taxation? 

# Answer   
 

Response % 

1 Strongly Agree   
 

3 1% 

2 Agree   
 

82 29% 

3 
Neither agree or 
disagree 

  
 

106 38% 

4 Disagree   
 

60 21% 

5 
Strongly 
Disagree 

  
 

31 11% 

 Total  282 100% 

 

In Table 11f only (30%) of tax practitioners were uncomfortable with acting for a 

client that had actively promoted tax avoidance schemes which had been 

successfully challenged. A further (32%) of practitioners would disagree while (38%) 

would be uncertain as to whether it was ethical. The level of seriousness of the 

offence is important here as this would be considered a more serious offence 

particularly as it had been challenged by the ATO. The majority of tax practitioners’ 

would have viewed this as bordering on evasion activity and may have been aware 

of the promoter penalties that were in place. Therefore the results are surprising and 

inconsistent with the previous parts to Q11. 

 

Table 12: Tax Ethics 

12.  For each of the following options please indicate whether you have been in a situation whereby a client has asked you 

to, 

# Answer   
 

Response % 

1 
a) inflate 
expenditure 

  
 

196 70% 

2 
b) understate 
income 

  
 

65 23% 

3 

c) undertake any 
other tax 
avoidance or tax 
evasion measures 

  
 

21 7% 

 Total  282 100% 

a) inflate expenditure b) understate income 
c) undertake any other tax 
avoidance or tax evasion measures 

Yes 
certainly not the norm - quite rare.  if this is 
asked client are advised to go elsewhere 

no 

 

In Table12 tax practitioners were queried with regards to being confronted by clients 

as to various tax avoidance/evasion options. Not surprisingly (70%) indicated that 
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inflating expenditure was the preferred option as evidenced in past studies. This is a 

more planned form of evasion which requires more deliberation and effort hence the 

advice of the practitioner is desirable. Understating income which is more difficult 

given the sophisticated data matching mechanisms of the ATO was not as common 

place (23%) where as other tax avoidance measures which might include (inflating 

tax offsets or a getting a timing advantage for example) were only (7%). It is noted 

that some tax practitioners indicated that they would not tolerate clients of this nature. 

      

Table 13: Tax Ethics 

13. Two months after preparing a tax return for a client, the tax agent (who has only been operating for six months) 

discovers new information that suggests that taxable income has been understated.  What advice would you give to this 

agent? 

# Answer   
 

Response % 

1 
notify the client 
only 

  
 

78 28% 

2 

notify the 
Australian 
Taxation Office 
only 

  
 

43 15% 

3 

notify both the 
client and the 
Australian 
Taxation Office 

  
 

149 53% 

4 
other (please 
state) 

  
 

12 4% 

 Total  282 100% 

other (please state) 

A very tricky situation more information is required. 

notify the client first and give them the chance to rectify the situation 

Notify client first and then discuss with client the next step to notify ATO 

notify the client and advise him to put in an amended return 

notify; revise and discuss with client first and then advise ATO 

strongly encourage client to amend return and declare understated income (don't charge for additional work) - resign as 
accountant if client disagrees 

I would contact the client and obtain further information to determine whether there had actually been an 
understatement or not.  If I believed then that there was an understatement I would recommend an amendment be made 
to the tax return - depending on the materiality of the amount and if the client did not agree to lodge an amendment I may 
also contact the ATO. 

amend tax return 

Client first. If yes to amend. OK . If no then contact the ATO 

 

 

An analysis of the results in Table 13 indicate that given that the client has made an 

understatement of income which has been discovered subsequently the 

recommended advice of the tax agent was to notify both the client and the tax office 
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(53%). In the first instance notifying the client was the preferred option (28%) and 

then depending upon the clients’ reaction regarding amending the return, the next 

step was to refer the matter to the ATO (15%). Clearly there was an alligence to the 

client first followed by a referral to the ATO. In fact there was some question of the 

materiality of the amount involved and the clients’ willingness to lodge an 

amendment which is the correct course of action, and illustrates the ethical position 

of the practitioner in what could be described as a contentious situation.           

 

Core Statistics – Code of Professional Conduct 

Table 14 Code of Professional Conduct 

14. In your view, to protect the integrity of, and public confidence in tax practitioners, do you believe all practitioners 

should be registered and comply with the professional and ethical standards as set out in the Code of Professional 

Conduct in the Tax Agent Services Act 2009. Please make any comments you have on this issue below. 

# Answer   
 

Response % 

1 Yes   
 

243 86% 

2 No   
 

39 14% 

 Total  282 100% 

No 

Generally yes 

The realissue for public confidence is do I mact for the client ot the Tax Office.If I act for 

Financial Planners should not be exempted 

self ethics 

 

The results in Table 14 above indicate strong support (86%) for compliance by tax 
practitioners with the Code of Professional Conduct as stipulated in the Tax Agents 
Services Act 2009. The introduction of the code appears to have been well received 
and supported by the majority of this sample of tax practitioners and has the force of 
law. This finding has been supported by previous studies where respondents who 
had defined themselves most inclusively, and identified with their nation as a whole, 
possessed the most favourable tax ethics and attitudes (Wenzel 2007, p 44).  

 

However, there was a small amount (14%) who indicated that tax practitioners need 
not comply with the code in order to protect integrity or improve public confidence in 
tax practitioners. Rather as stated it was self-ethics which actually regulated a tax 
practitioners’ behaviour, with regards to personal morals as opposed to society 
norms. As indicated previously preventative campaigns fighting tax evasion 
acceptance could be more successful if they are informative and oriented toward 
better explaining the benefits of public policies than when they are educational and 
oriented to directly increasing the sense of duty and solidarity of taxpayers (Molero, 
and Pujol, 2012, p 159) as would be the case of tax practitioners here.    
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Core Statistics – Promoter Penalties 

Table 15: Promoter Penalties 

15.Since 2006 the promoter penalty laws in Division 290 Schedule 1 of the Tax Administration Act 1953, carry significant 

financial and reputational risks, including currently up to a maximum of $550,000 for any individual or $2.75 million for a 

corporation and up to twice the consideration received or receivable by the entity in respect of tax exploitation 

schemes. In your opinion, do you think this legislation has been effective in reducing the number of tax exploitation 

schemes? Please make any comments you have on this issue below 

# Answer   
 

Response % 

1 Yes   
 

186 66% 

2 No   
 

96 34% 

 Total  282 100% 

No 

 

don't know 

don't know 

ATO alerts and investigations much more effective 

don't know, assume ATO action is greater deterrent 

The promoters all think they are invisible. 

large legal & accounting practices operate in coming up with new schemes 

It encourages greater exploitation 

I do not know the figures prior or after 2006. People still take risks whether they know the T A Act '53 or not. 

Don't know 

 

The results in Table 15 with regards to the effectiveness of the Promoter Penalty 

Laws under the Tax Administration Act 1953 in reducing tax exploitation schemes 

was generally  positive (66%). However there was also a degree of uncertainty 

amongst tax practitioners in this regard with (34%) actually denying the legislation 

was effective.   In other words there was still evidence that exploitation schemes 

were still in existence albeit in smaller numbers. Some practitioners commented that 

the ATO alerts and investigations was more effective and that promoters were still 

likely to push their schemes or come up with new schemes and that greater 

exploitation may also be possible. Practitioners also indicated that many promoters 

were not aware of the legislation in their opinion.        
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Core Statistics- Industry Benchmarking 

Table 16: Industry Benchmarking 

16. As part of the 2011-12 Compliance program the ATO employed a cash economy risk model to assist in identifying 

taxpayers who have breached small business benchmarks. The results indicate that a high percentage of taxpayers who 

are outside of the benchmarks are represented by a small number of tax agents. In your opinion, do you think these tax 

agents had a significant impact upon their client’s compliance behaviour?   Please make any comments you have on this 

issue below 

# Answer   
 

Response % 

1 Yes   
 

161 57% 

2 No   
 

121 43% 

 Total  282 100% 

No 

don't know 

not in a position to comment 

If tax agent infers to client that it is ok to fudge figures then client will feel comfortable doing it 

Makes it harder for those of us who refuse to work with more than one set of books 

clients have gone to tax agent 

The risk model is highly suspect in its total integrity. 

No they are inaccurate 

Impossible for me to say 

 

The issue of tax agents influencing their clients’ compliance behaviour as evidenced 

through industry benchmarks produced mixed results. Specifically, (57%) of tax 

practitioners indicated that tax agents were influential upon their clients compliance 

while 43% indicated that they were not.  Some practitioners indicated that it was 

impossible to comment and did not know. There were those who questioned the 

accuracy and integrity of the risk models used by the ATO while others questioned 

the ethics of some of the tax agents who were caught. Overall the results are 

inconclusive and suggest that Industry benchmarking may not necessarily reveal 

compliance attitudes and behaviour.   

 

Core Statistics – General Ethics 

Table 17: In-house Guidelines 

17.Does your organisation provide ‘in house’ guidelines on the type of ethical behaviour that is acceptable or not 

acceptable when undertaking tax related work?  

# Answer   
 

Response % 

1 Yes   
 

189 67% 

2 No   
 

92 33% 

 Total  281 100% 
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The results in Table 17 above indicate that the majority (67%) of tax practitioners’ 

organisations provided in house guidelines with regards to ethical behaviour in 

regards to tax work while (33%) did not. This suggests that ethics were viewed as 

important in the majority of organisations who had taken the trouble of formalising 

guidelines and have employees follow a code of conduct. How much of this has just 

been adopted from the Tax Agents Services Act 2009 is unknown and the level of 

knowledge of those guidelines amongst practitioners is also uncertain.  

 

Table 18: General Ethics 

18. In your job situation, have you personally faced any difficult ethical or moral problems? 

# Answer   
 

Response % 

1 Yes   
 

107 38% 

2 No   
 

175 62% 

 Total  282 100% 

No 

retaining client confidentiality with previous accountant - it was maintained but it was under difficult circumstances; 

non-disclosure to ATO & relations-spouse, partners etc 

Watching senior personnel behave unethically and not being able to do / say anything 

Clients desire to over claim expenses and also not declare all cash sales 

A client who I discovered had used my name as being the auditor of self managed super funds when I had not been 
involved with those Funds.  A client who wanted advice on how to set up his employment affairs in order to reduce his 
child support payments. 

1, Wife working in a massage parlour without her husband's knowledge, wanted to lodge amended return without 
husband knowing.2. Client had an obvious "ghost" payroll expense for subcontractors. We parted company. 

discovered good client was a drug dealer. had to resign engagement 

Ethical problems are an everyday occurrence in this industry. I face all of the above listed scenarios except tax avoidance 
schemes one on a daily basis. 

Statistic Value 

 

Interestingly the results in Table 18 indicate that the majority (62%) of practitioners 

surveyed did not face any ethical or moral problems in their work. Given the nature 

of the work and advice provided on particularly contentious issues, this was 

surprising. Of the (38%) who did confront problems, there was a variety of issues, 

including tax avoidance schemes, false claims, misrepresentation and difficult 

professional positions taken. As indicated by one practitioner, other than tax 

avoidance measures the other issues are a daily occurrence in this job which 

emphasises the importance of monitoring and improving tax practitioner ethics.    

Further general comments in this regard can be viewed below in Table 19.  

 

 

 



25 
 

Table 19: General Ethics 

19. Do you have any additional comments that you wish to make on tax ethics in general or on this survey? 

Text Response 

Ethics is a personal thing I am unsure how you will monitor this. 

IF IT IS NOT PROHIBITED BY LAW AND HELPS CLIENTS REDUCE TAX PAYABLE ITS OK WITH ME.     IN THIS SENSE ETHICAL 
BOUNDARY IS DEFINED BY CONSIDERATION TO LAW ONLY. I DON'T THINK ANY TAX AGENT SHOULD HAVE TO EVEN THINK 
ABOUT ADVISING A CLIENT NOT TO DO SOMETHING WHICH IS PERMITTED UNDER LAW DUE TO SOME KIND OF HIGHER 
ETHICAL BOUNDARY.     MANY OF OUR CLIENTS OPERATE IN INDUSTRIES WHERE ATO HAS PUBLISHED BENCHMARKS. SO 
NOW WE COMPARE CLIENTS TO BENCHMARKS AND IS THEY ARE WITHIN ATO RANGES I FEEL I HAVE MADE ENOUGH 
ENQUIRY WITH REGARDS TO FIGURES CLIENT HAS SUPPLIED ITS ONLY IF THEY FALL OUTSIDE BENCHMARKS THAT I WILL 
ENQUIRE WITH CLIENT AND THEM ITS ONLY TO ADVISE THEM IF WE LODGE FIGURES AS IT THIEY MAY STAND OUT ON ATO 
RADAR FOR AUDIT PURPOSES 

For as long as tax law is perceived to be unfair and unreasonably applied (vide TR2010/3) people will see anything they can 
do to minimise tax as a fair and reasonable response. 

I can only explain the tax laws and if I feel clients are not being truthful - I no longer act as their tax agent 

All practitioners are there to apply the law. By aiding or abetting evasion they become lawbreakers. There is absolutely no 
way that an intelligent well trained professional accountant can confuse avoidance with evasion and there is absolutely 
nothing immoral or unethical about a practitioner assisting a taxpayer to legally avoid tax. 

change the law to make it mandatory for agents to disclose tax rorting. 

Q 18 Wholesale abuse of DGR funds: School Blgd and PBI and abuse of Exempt Benefits by supposed religious practioners    
I appreciated the good strong questions and will look forward to read the results of this survey 

 Question 10 very confusing not sure if answered correctly. 

The TPB needs to apply consistent standards and penalties to rogue tax agents and it needs to do it often.     The ATO 
needs to be more proactive in hunting out shonky and illegal agents and prosecute the people who use them.   Once it is 
known that you will be prosecuted for using a shonky or illegal agent taxpayers will change their behaviour 

No thanks lack of time 

A good survey good luck! 

Whilst the tax office treats we agents as the 'Tax agents' and not as part of the team - clients expect us to avoid as much as 
possible - by nature alone we will battle to ethically do the right thing and the internal conflict of interest will plague us to 
'not lose a client' The issue falls back to a simple conclusion - the law is the law 

The problem is that it against professional body and accounting standards to disclose details to the ATO without the 
authority of the taxpayer. 

It's very easy to be ethical as an accountant. It's a very clear choice & everybody gets the reputation they deserve 

Q16 - Though an assumed correlation exists, it does not make the statement true    Q18, My comments I wish to add are as 
follows: Clients always want to pay less tax, and want to rush their Forms/Returns quickly in order to avoid paying more in 
Agent fees (in relation to time & $) and also for speedy refunds if applicable, therefore most people don't care for the 
accuracy of the Tax system. 

Regarding a lot of the questions - it really is impossible for me to comment on.  Regarding some of the questions above in 
relation to strongly agreeing - It is of course ethical for a tax agent to advise someone in those situations - the advice might 
very well be correct advice such as, you have to declare your income.  To say it is unethical is ridiculous 

 

Some of the comments above illustrate the difficulty some tax agents are faced with 

and the conflict of interest they potentially endure. One important feature is the ability 

to distinguish between tax evasion and tax avoidance, and that as tax agents’ tax 

avoidance will generally be the aim. Those who go against that principle whether 

agent or client need to be dealt with.   
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4.3 Interview Findings 

As indicated previously, 11 of the 283 survey respondents also agreed to further 

share their views in a telephone interview. A semi-structured interview of 

approximately 20 to 30 minutes duration was conducted covering the six general 

themes investigated in the survey instrument. These included; compliance issues, 

the code of professional conduct, the promoter penalty regime, tax law enforcement 

issues, industry benchmarking, and finally general ethical and moral issues. 

Interviewees were encouraged to elaborate and expand upon their responses 

including, providing any further comments they had in relation to the open ended 

questions on the survey instrument.      

 

4.3.1 Compliance Issues  

There was a general consensus amongst this small sample of tax practitioners that 

the ATO tax portal was helpful in assisting their clients with their tax obligations. 

However, a few of the agents found there were problems in getting advice and 

assistance from the ATO call centre and in many respects they undertook their own 

research regarding compliance obligations. 

It was evident that the majority of taxpayers also felt that paying tax was both 

important and accepted as normal according to these agents. Only in a few cases 

did the agents believe they had to play an educational role for those who were 

reluctant to pay tax. Although there was a large focus on refunds which has been 

supported by previous studies (Evans, 2004) as being the taxpayers expectation, 

there was a strong commitment to compliance overall. This was evidenced by the 

comments of one agent, whose philosophy on compliance was, 

Yes, yes, as a matter of fact I do and I say to people, look, not a penny more, not a penny less.  Really, 

my idea here is to try and get things right for people, make sure they don’t miss out on what they’re 

entitled to, but by the same token they’ve got to pay the correct amount. 

   

4.3.2 Code of Professional Conduct 

Generally there was mixed results with regards to the need for a code of professional 

conduct. Some tax agents believed that they were self-regulated and that the Tax 

Agents Board would take the necessary action if there were breaches of the law.  

I think at the moment you’ve got a situation where if anyone’s unhappy with the performance of an 

agent, they’ve just got to ring the Tax Agents’ Board and immediately the agent’s under pressure.  If 

the agent’s guilty like the person’s saying, until the agent can prove that they’re not. 

We already know what we need to do. I guess I work on the ‘What's in the best interests of my client?’ 

and that's the way I operate. 
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Others believed that it was good to have formal standards in place. By having formal 

guidelines it was possible to maintain standards and this would potentially stop 

taxpayers from shopping around for more unscrupulous agents. Some agents 

believed that it was important for both the ATO and the taxpayers that tax 

practitioners be regulated.      

With respect to improving the behaviour of tax practitioners it was also suggested 

that the publication of official misconduct cases would be more effective than the 

code as having a deterrent effect. There was a concern raised, that the code failed to 

stop agents who operated outside the system particularly those who operated 

without a license.  Other tax agents had suggested that additional training and 

access to information and discussion groups would also assist in this regard.  

However, the majority indicated that the disciplinary measures currently available 

under the code were generally adequate. In this regard they felt that the range of 

penalties now available was appropriate given the degree of seriousness of the 

particular offence as indicated below, 

Yeah, I think they’re very good because they have a range of penalties for agents, rather than 

previous where it was either nothing or you lost your licence which was not very well thought through 

so I think the current range of penalties is very good and I can understand. 

 A few of the agents did indicate that the penalties available could be even stronger 

and tended to be conservative but these were the minority.  

 

4.3.3 Promoter Penalty Regime 

It was evident that the majority of tax agents were aware of tax exploitation schemes 

but felt that the presence of such had decreased dramatically in recent years. 

Although it was generally uncertain as to why this was the case, these agents gave 

reasons such as, ATO and ASIC powers, the risk involved and the lack of additional 

funds, for why people didn’t enter these schemes. For example the following 

comment indicated this, 

Yeah there was one when I started, it was late ‘80s, and it was to do with insurance and the loan 

backs and something like that.  Rewriting the policy yeah, and of course then we had the big crash 

and that was it for all those insurance brokers.  It was the end of all those policies as well, they were 

worth nothing. 

However, for those taxpayers which have taken up exploitation schemes some 

agents felt it was because they have been seduced by the promoters or have been 

greedy in just wanting to pay less tax and create wealth.        

People delude themselves, but I think also, that there are very convincing sales people who sell them 

these things and this gets back to the head of the….. the promoters are responsible and people, 



28 
 

particularly if they have a bad financial situation, they perhaps want to believe all that the promoter’s 

saying and at that stage they won’t check it out with me, they’ll just do it…... 

The last thing a promoter wants is the person to go to their agent, so they’ll give their information 

and persuasion in that way. 

There was also a sense from some agents that taxpayers were gullible and had not 

done their homework with regards to researching these schemes adequately. There 

was a lack of information and some promoters played on unsuspecting taxpayers.   

I don't believe he was fully informed of the risk, that there was an adverse finding down the track, he 

was just looking for a crystal ball and just thought “I can save tax” and that was the main reason for 

doing that….. 

There were generally mixed opinions with regards to the penalties for promoters 

acting as a sufficient deterrent. Some agents were aware of some schemes that 

resulted in large fines and penalties so much so that they were considered even too 

harsh. Another agent indicated that it was as a result of the penalties that the 

particular schemes have died a slow death. The particular schemes mentioned 

below had all but disappeared now.     

We had the olive trees, bees and all that, emus, ostriches, whatever is going to take off. 

It was also indicated that the general anti-avoidance measure in Part IV (ITAA 136) 

being effective since the mid-1990s also impacted upon reducing these schemes. 

While some of the tax agents indicated the penalties were sufficient others believed 

they should be more severe and taken further to increase deterrence.  

No.  I think they should be jailed more promptly than they are.  I really think it’s very bad we all 

suffer from that, from what they do….. 

No I don’t.  I think, I don’t think there’s enough, I think.  And when they do get caught they get a slap 

on the wrist, you know. 

 I think that the directors should be dealt, you know, personally liable. 

 

4.3.4 Tax Law Enforcement Issues 

There was wide acknowledgement amongst the majority of the sampled tax agents 

that the ATO’s enforcement powers were generally effective in tackling non-

compliance. In particular there was agreement that the ATO’s data matching 

capabilities were quite strong. The establishment of relationship managers (between 

agent and the ATO) was well received although there was recent evidence that 

some of these relationships were breaking down thereby impacting upon compliance. 

To illustrate the change in compliance enforcement over the years the following 

agent indicated       



29 
 

That’s right, so I think they are improving and I just have been practising for the last 17, 18 years and 

in my experience tax office used to be like today, people used to think that still from the tax, but they 

say they are getting stricter.  Yeah compliance is one side, sometimes to meet the deadlines it’s very 

difficult for us, but at the same time it’s for the client as well, as well as for me I always feel like we 

should follow the law. So I want to follow the law and I want people to follow the law.  So in terms of 

that one they are improving and they are improving a lot, even in my last four and a half years 

journey of this industry I found previously even the debt collections wasn’t that strict, but now they 

are particularly looking for outstanding payments….. 

There have been other examples where the ATO have come down hard on clients and shown 

very little discretion in both the manner in which the audit has been carried out and the 

imposition of penalties. In particular one agent was forced to write a letter of objection where 

the ATO used the full force of the law and went too far in implementing penalties. 

I had to write a letter of objection. 

Yeah we wanted to get out of that one receipts, and every little piece of paper went in with that 

objection, and tax return that I already had, already in the system and I was late for a couple of little 

things to make it more genuine and I went over the timing and that was it…. they came in hard on us, 

so they didn’t even warn me, so I couldn’t ask for a little bit more time.   

There were some reservations regarding the ATO’s enforcement when it came to 

larger taxpayers though. There were a few agents that indicated the ATO lacked the 

ability to bring down the multi-nationals’ and prevent offshore evasion and this 

impacted upon taxpayer perceptions as well. 

They could do better I think.  Well that’s right and you know, if they get some of the bigger boys, that 

should be…That’s right.  Bond is still operating.  Wheatley is still operating. 

Well, it’s the same as these people that operate in cultures, you know, but I’m sure that they have to 

when they see the same name crop up again and again and again.  It should ring a bell shouldn’t it?  

When is opening companies year after year after year, you know, it should sort of ring some bell, you 

know. 

If you put through the asset database and comes up with 200 companies, you know, what’s the bloke 

doing? 

Well what happens when you and I can’t pay their debts?  The creditors take us to court and they get 

the tax office and the can take their assets to pay their creditors.  Same with companies.  If they can’t 

pay their debts so they get wound up.  The same with the country.  I know that not paying taxes is a 

national past time. 

There was also general agreement amongst this sample of tax agents that other 

audit strategies such as industry benchmarking were working.  

Yes.  I mean, it all sounds easy, but there’s emotions on both sides, the ATO assuming guilt and the 

agent assuming I suppose innocence because he deals with the client regularly so in that interface 

there have been problems in the discussion group I’m with and just my own experience.  I’ve never 

had a go with the ATO on this point because before I lodge any return I’ll have a bit of a look at what 
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the benchmarking is about.  I’ve got say fence builders, for example, and people like that, tradies, and 

I always have a look at the benchmarking there and make it clear to them.  I’ll never actually tell 

them what the benchmark percentage is, but I’ll make it clear that the ATO are aware of it so then as 

far as I’m concerned, it helps to ensure that the client is compliant and I’ll say to the tradie right at 

the end what about how does your book work?  Have you taken account of cash income and usually in 

about 25 or 30 per cent of cases, about a third, people then say, no, I haven’t, so I’ll say, look, I’m not 

going to lodge the return unless you’ve come to grips with that and it might be a small percentage of 

their income, but then again they’re idiots unless they come to terms with that…. 

There were a couple of agents who indicated that benchmarking was inaccurate and 

had reservations as to its flexibility.  

Not really, in terms of okay you can look at it, but then you go “Well, my clients would be outside the 

normal range” - with one of the GST audits that I had to undergo, my client was outside the range 

because they had purchased more stock, because they had had stock destroyed by the floods. They 

had a valid reason. 

Suggestions of other audit measures and strategies which proved effective were the 

use of pre-audit letters and those relating to work-related expenses.  

It’s scary, it is scary and for the client to receive such a letter like that it next year they're going to be 

more cautious with what they write down. 

 

4.3.5 Ethical and Moral issues 

However, with an emphasis in this research upon the ethical issues confronting tax 

practitioners, this sample of tax agents’ were asked for their views on tax evaders 

and those who refused to comply with the tax law. It was apparent that all tax agents 

were unsympathetic to those who evaded tax and generally felt that they had a moral 

obligation to either educate or discard these taxpayers. It was clear that tax agents 

need to ask questions of their clients and appreciate their thinking and motivations. 

Typically agents need to be weary, 

 In some respects, you know, people say…I’ll say to people, “have you, do you have any interest from 

other sources, you know, like term deposits or shares or anything like that?”  And they’ll say, they’ll 

definitely say no and then ten years later the tax office says, you know, you missed out this interest.  

What some will say, is they’ll say “Did you spend some money on education?” and they’ll say, “Yes.”  

“How much?” “A couple hundred dollars.”  And I know that they haven’t.  Well maybe $50 or $100, 

maybe here or there it doesn’t really matter but $2000, it sort of rings alarm bells.  You have to be 

alert anyway. 

Tax agents accepted the possibility of losing clients or else losing their business and 

reputation.     

But if the clients aren’t cooperating, I feel what do I do now, because the legal application and the 

rules are there, whether they are cooperating or not. We have to act   
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And some will say you will not act for me anymore if you are not coming to me and you are not 

providing the necessary information so that I can make sure that you fully deliver What do I do? 

To be honest, this is an area I’m still struggling with.   But here, there are a few clients I feel, that I’m 

thinking about them all the time; they are chewing up a lot of my time when I could have used that 

time and effort to service my good clients. 

Most agents had zero tolerance for tax evaders,  

Yeah, absolutely. They just can't - I can't help them and I don't want to help them - they're just wrong, 

you just get rid of them. You just can't take that - you can't take the risk you don't want them as clients 

I just can't deal with them. 

I don’t have any of those.  I move them on. That's right.  They get what they deserve, yes. 

Yeah we get a few of them, but I don’t have much time for them.  If I get a sniff that they're that way 

inclined I get rid of them and others for example I know there’s a few a couple like that that I know 

and one in particular I’m thinking, and I say to them all the time no we’re doing it this way, we can’t 

do it the way you want, we do it this way.  And sometimes I say look if you don’t like the way I do it 

then go somewhere else.   

Given that tax law is a highly complex and ambiguous area in which to work there 

are often those taxpayers who feel that loopholes in the legislation are there to be 

exploited. The response of tax agents in this regard was mixed with a slight majority 

indicating that they would act for their clients and take any advantage for them 

provided it was within the law.  A cautious approach was recommended,   

Yeah.  And I think basically because we’re a profession, so if we find out there’s a loophole there we 

want to look at it pretty closely because if it gets detected by the tax office it’s probably going to be 

closed, it would be retrospective anyway. 

I was taught at Swinburne, I got a degree and what have you, in those little grey areas we should 

really be acting for the client and we should work towards the client. I push a little bit more on the 

client side in an area where it’s a little bit grey, a little bit either way as long as I’m not that much in, 

you know what I mean, as long as it’s not much and I tend to go towards the client.  That’s the way I 

was taught. 

The related issue here is one of tax evasion/tax avoidance and some agents 

believed to achieve the equity in the tax law it was their duty to be able to take 

advantage any contentious areas.    

I’m acting for the client, but I’m going to set a rule as far as I can see, but I think as soon as an agent 

moves outside what the law is, then again as I said that’s a hard one.  I think working for the client, 

let’s say something like transfer pricing ……… In those particular cases where organisations are 

acting within the law, but not paying much tax, as far as I’m concerned the law needs to be changed.  

It’s as easy as that and I don’t see anything wrong with being an agent…  The law needs to be 

changed.  
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So this is all I’m saying that always act for taxpayers when they’re within the law and if the law is not 

right, that’s up to the ATO.  It’s not up to me.  They can see where the revenue is leaking and it’s up 

to them to legislate to plug the hole. 

Tax agents were finally asked whether the financial worth of their clients influenced 

their advice at all. In other words, the question was testing the practitioners’ ethics in 

the face of potentially higher fees. The overwhelming majority indicated that there 

would not be any difference in the treatment of different clientele other than an 

increased number of hours required for a more complex case.   

No I don't think so, I’d still - if I have a client that pays me an hourly rate to do something, I would 

answer their questions the same as a high wealth person, a client is a client and the rules of the game 

are you answer all your emails normally before you go home….. 

It was noted that in running a business and providing a service to their clients that 

the client’s needs have to be met in order to be competitive. However, this was not to 

challenge personal ethics or jeopardise business goodwill.   

In that case I’d do more research.  What’s at issue is for that person….  there will be issues there of 

what you can do, maybe what vehicle to use structures.  So in that case, yeah, I don’t see anything 

wrong with using – I’ve got to, things are competitive.  If I don’t give good advice and give advice 

that’s going to last and survive the test of time and being and so on, then others will, so I’ve got to get 

it right, but it’s not just an issue between the client and myself.  It’s a competitive marketplace. 

Yes, but I always put that really at the bottom of the list.  I’ve got to get things right first and make 

sure the client is happy with that and then the money will follow, but as soon as I put my own interests 

further up the scale than that, I’m not doing the right thing and that’s my overall objective as I said in 

the first place. 

 

5. Conclusion 

 

5.1 Summary of Main Findings 

The findings with regards to the six main research questions posed, based on both 

the quantitative and qualitative research components are as follows. First, in regards 

to tax law enforcement measures, the majority of tax agents felt they should take 

advantage of ambiguous law, report evaders, only supply information required under 

the law or requested by the ATO and that leniency should be applied to those 

taxpayers in financial difficulties. While it was acknowledged that the ATO was 

generally effective in tackling non-compliance at the individual taxpayer level, 

practitioners had reservations on the ATO’s ability to tackle corporate taxpayers and 

offshore evasion and this negatively impacted upon their overall view.     

Second with regards to compliance issues, the majority of tax agents accepted that 

tax evasion was a serious offence but were also prepared to exploit loopholes or 
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contentious areas of the law as legal avoidance. Tax agents indicated that most of 

their clients voluntarily complied with the law although there was a large focus on 

obtaining tax refunds. There was a general consensus that the ATO’s tax portal 

assisted them although there were some reservations in obtaining ATO advice.  

Third while the survey results generally supported the need for a Code of 

Professional Conduct there were mixed results in the interviews. Some agents 

indicated that they were self-regulated and that the Tax Agents Board would be 

adequate in maintaining tax agent integrity. However, most acknowledged that the 

Code was appropriate and now provided penalties according to the degree of 

seriousness. It was noted that additional deterrent measures could still be put in 

place to support the Code in the tax agents’ view.    

Fourth there was general support that the promoter penalty regime had been 

effective in reducing the number of tax exploitation schemes. There was evidence 

that the visibility of the schemes had reduced in recent years as a result of relatively 

harsh penalties. There were a smaller minority of tax agents who indicated that ATO 

enforcement powers needed to be increased so that deterrence could be maintained.    

Fifth, generally inconclusive views emerged regarding the effectiveness of industry 

benchmarking. While some agents indicated that industry benchmark was influential 

upon the tax agents advice there were others who questioned the accuracy and 

integrity of these risk models used by the ATO.  

Finally, with an emphasis in this research upon the ethical and moral issues 

confronting tax agents, some interesting views were found in this regard. For 

instance approximately half of the tax agents were happy to act for taxpayers who 

had been prosecuted or had late lodgement imposed, had penalty tax imposed or 

inadvertently understated private use of a motor vehicle. However, it was clear that 

the majority would be uncomfortable in acting for clients who had promoted tax 

avoidance schemes. Although there was evidence of an allegiance to clients first, tax 

agents felt compelled to either educate or discard clients who refused to comply. 

When faced with ambiguous or contentious situations tax agents would generally 

adopt a cautious approach in advising their clients. 

 

5.2 Tax Policy Implications 

Clearly tax professional representation is high in Australia and is accepted largely 

due to issues of tax complexity and the strong desire to minimize high rates of tax 

payable. However, this heavy reliance on tax professionals can be unhealthy and 

puts pressure on the tax profession. In this sense it is important that tax simplification 

continues and that tax loopholes are closed so that the potential workload on tax 

professionals may be alleviated. The integrity of overarching principles which aim to 

bring about compliance with the spirit of the law as opposed to the letter of the law 
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needs to be defended (Hite and McGill, 1992) so as to not compromise tax agents’ 

ethics.       

It is also apparent that the code of professional conduct although a step in the right 

direction needs to be supported by strong enforcement and the Tax Agents Board. 

Harsh deterrent measures in terms of penalties need to be maintained in order to 

continue the decline in exploitation schemes. Industry benchmarking while having 

some impact also requires other active compliance measures and further 

sophisticated methods in order to improve creditability. 

Overall, based on the evidence herein, it appears that tax agents’ ethics are 

generally of a good order, while there is still plenty of room for improvement. When 

compared to the results of Attwell and Sawyer’s study of NZ tax agents in 2001 of 

barely passing at 60%, this is encouraging.   

 

5.3 Limitations 

First, as with most behavioural studies, the sample of tax practitioners was not totally 

representative of the wider Australian tax practitioner population which makes it 

difficult to extrapolate the results. Second, as this study was only exploratory in 

nature the data was not subjected to more rigorous statistical analysis which would 

have been undertaken in a wider study. However, the fact that there was a 

reasonable number (n=283) in the sample to conduct some meaningful analysis 

maintained the validity of the results and allows some comparability with previous 

studies. Third as this study only focused on selected ethical, compliance and 

demographic variables, not all variances were explored, thereby limiting overall 

results. Finally, problems of honesty and misinterpretation in tax surveys are always 

present and hard to erase (Hite 1988, Roberts 1994, Hanno & Violette 1996), 

particularly in the case of sensitive ethical issues.    

  

5.4 Further Research 

This study has answered the call of previous tax compliance literature reviews 
(Richardson and Sawyer, 2001 and Jackson and Milliron, 1986) to conduct much 
needed empirical research into the ethical issues confronting tax professionals. 
However, as this study gauged the influence of ethical issues from the tax 
professionals’ perspective, the views of taxpayers themselves could also be 
incorporated in addition. Other limitations could also be overcome by expanding the 
study to incorporate further statistical testing and increasing the size and 
representation of the sample. It is envisaged that as further data is gathered and 
analysed, hopefully the reasons for tax professionals’ responses can be more closely 
explored. This should in turn result in improving the revenue authority’s tax 
compliance strategies and policies with regards to the role tax professionals’ play in 
the tax system.  


