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Abstract 
Mental accounting is a behavioural economic concept coined by Richard Thaler, describing the tendency for people to 
keep track of their income, expenditure, and wealth by mentally categorising into non-transferable accounts. The extent 
to which a taxpayer has a mental account for tax was hypothesised to influence voluntary compliance.  Mental 
accounting is often viewed as a bias to economically rational thinking, but it could also offer a mechanism by which 
voluntary compliance could be improved if taxpayers had solid mental “tax” accounts or if the accounts could be 
strengthened.  This research set out to understand mental tax accounting in relation to voluntary compliance and 
business systems and establish the merit of the construct for further activity.  A questionnaire was developed to assess 
business systems, attitudes, and behaviours, and mental tax accounting.  The mental tax accounting scale was based on 
the scale of Muelhlbacher and Kirchler (2013) and comprised of components assessing tax thinking, segmentation, and 
ownership of tax funds.  A stratified sample survey of n= 1,014 SME taxpayers was undertaken using a computer-
assisted telephone interview procedure.  The sampling procedure oversampled younger businesses to enable greater 
comparisons across the population.  In addition, qualitative interviews of n = 10 taxpayers was conducted to gather 
further insights.  Survey results found that Mental Tax Accounting is significantly related to filing compliance, paying 
compliance, and self-reported Hidden Economy activity as well as a range of business systems and attitudes.  The 
qualitative interviews found a wide variation of mental tax thinking.  The effect sizes for filling and paying compliance 
were modest but meaningful in the context of a SME population that is already mostly compliant.  The research 
demonstrates that how customers mentally segment tax funds and perceive tax ownership is an important part of 
customers’ perceptions and tax behaviours.  Increasing taxpayer mental tax accounts is an untapped mechanism for 
revenue authorities to potentially improve outcomes.  Ways to increase mental tax accounts are discussed. 
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1. Introduction 
Mental accounting is “a set of cognitive operations used by individuals and households to organise, evaluate, and keep 
track of financial activities” (Thaler, 1999, p.183).  That is, people keep track of their income, expenditure and wealth 
by mentally categorising them into accounts.  Thaler posits that people have a tendency to treat money differently 
depending on how they categorise finances into different “mental” accounts.   

A key characteristic of the mental accounting process is that money is not readily transferrable between mental 
accounts, despite the economic equivalence of balances across accounts (Burgoyne, 1995; Heath & Soll, 1996). In other 
words, mental accounting often violates the economic concept of fungibility, or substitutability of funds. This can help 
explain certain irrational financial behaviour. For instance, it explains why an individual might counter-intuitively have 
a low-interest savings account while maintaining high-interest credit card debt at the same time. To the individual the 
savings and credit accounts are not mentally transferable, despite the relative detriment which results.  Mental 
accounting therefore has often been viewed as an example of economic irrationality, however, as a tenet of behavioural 
economics there is increasing consideration of how mental accounts can be applied to improve decision making (cf. 
Soman & Ahn, 2011).   

There is a significant body of research on how mental accounting impacts decision making in a variety of areas, such as: 
real estate (Seiler, Seiler, & Lane, 2010); gift cards versus cash gifts (Helion & Soll, 1996); coupons and grocery 
expenditure (Milkman & Beshears, 2009); as well as financial stock trading decisions (Lim, 2006).  Mental accounts are 
therefore an important consideration for improving voluntary tax compliance. 

The main compliance consideration in the taxation context is the failure of business owners to create mental tax 
accounts.  The absence of a mental tax account (MTA) may mean that customers are not thinking about tax as they run 
their business, are not planning their tax, nor making provisions. They could therefore feel that tax is owned by the 
business, creating a greater sense of loss and reluctance when paying tax.  Key elements of a good mental tax account 
are the mental separation of tax from business funds, on-going monitoring, and a sense that tax is not ‘owned’ by the 
business.  There has been limited research on mental accounting and voluntary tax compliance. 

Adams and Webley (2001) found business owners differed in their perception of value added tax (VAT). Some business 
owners acknowledged the state’s ownership over the funds, while others begrudged having to pay it ‘from’ their 
business revenues. Some fell somewhere in the middle—knowing it to be a levy on prices owed to the state but not 
making this distinction once it becomes part of business funds. The authors interpreted these differences as the result of 
different mental accounting practices between participants. 

A more direct link between mental accounting and voluntary compliance was suggested in two qualitative studies by 
Ashby and Webley (2008a; 2008b).  They found that hairdressers and beauticians mentally segmented tips and out-of-
hours work from standard income, and were less likely to declare those amounts.  This finding was not replicated with 
taxi drivers, and it was argued that this was in part due to their inability to readily mentally separate tip money from the 
fare.   

Muehlbacher and Kirchler (2013) completed a qualitative study which found widely varying views of mental 
segmentation, and in a separate survey found that mental accounting was further related to both attitudes towards tax 
and self-reported non-compliance.  In a following study Muehlbacher, Hartl, and Kirchler (2015) experimentally 
assessed MTA and the framing of tax (gross or net) in relation to tax compliance and bankruptcy.  Muehlbacher et. al. 
found that both MTA, framing, and the interaction between the two, was significantly related to tax compliance.  
Notably, when the framing of income and tax was visually segmented, the relationship between MTA and tax 
compliance was less as individuals did not have to do the tax calculation mentally.  In addition, MTA appears to prevent 
bankruptcy as those who had strong mental accounts were less prone to spend more than their net income and in doing 
so remained solvent. 

Mental accounting theory and prior research point to its importance for voluntary compliance and business health, but 
there is presently no research on MTA in relation to other forms of voluntary compliance or how MTA relates more 
directly to business systems and processes. 

1.1 Research Purpose 

The objectives of the Mental Tax Accounting research project were to examine how small and medium enterprises 
(SME) taxpayers think about “tax money”; identify the business systems and processes they had in place; and explore 
the relationship between these and the impact on tax compliance. It builds on preliminary research undertaken by Leigh 
and Duggan (2014) at Inland Revenue which found that there was a spectrum of thinking around “tax money” and that 
it was influenced by a multitude of factors.  
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The purpose of the Mental Tax Accounting project was to: 

• Establish baseline measures of the level of mental tax accounting, and the business processes/systems that SMEs 
had in place;  

• Explore the association between mental tax accounting, business processes/ systems, and tax compliance attitudes 
and behaviours.  

This research was part of a wider study on the business systems and processes that businesses have in planning and 
preparing to meet their tax obligations.  The research was conducted in two studies.  Study one involved a survey of 
1,014 SMEs, looking at mental tax accounting in relation to voluntary compliance, business systems, and attitudes 
towards taxation.  Study two involved qualitative interviews with 10 SME business owners, selected from those who 
had already participated in study one.   

2. Study 1 
 

2.1 Methodology 

The survey questions covered elements of business systems and processes, demography, banking, and tax attitudes. 
Most the questions have previously been used in other surveys that Inland Revenue has undertaken, apart from the 
mental accounting questions. These were instead mainly based off the questions used by Muehlbacher & Kirchler 
(2013).  

Additional tax administrative data was extracted from Inland Revenue systems including filing and paying compliance 
representing the percentage of on-time submissions and payments over the last five years. 

The SME survey population was extracted from administrative data, and was further limited by “active” GST (Goods 
and Services Tax – a form of VAT) registrations.  A high level profile of the survey population was developed to 
understand their characteristics. This included variables such as: annual GST turnover; average filing and payment 
compliance; and business age.  The survey population was stratified by two variables: business age bands and filing 
compliance. Following the stratification, the sample population was randomly selected.  

2.1.1 Survey implementation 

A notification letter was sent to potential participants to inform them about the research.   

The survey was then tested on 14 SMEs and was refined to ensure that it could be (a) easily understood and (b) 
undertaken within the timeframe.   

Final survey responses were collected via a computer-assisted telephone interview.   The response rate for the survey 
was 24%.  

 

2.1.2 Analysis 

Analysis was undertaken using the R statistics package and ‘Survey’ library.  

The specific analysis and tests conducted are contained in Appendix A.  For ease of interpretation within the report a 
low/high MTA description is often used.  Low MTA was taken as the bottom 25% of respondents based on population 
estimates of the MTA scale.  High Mental Accounting was the top 25% of respondents with medium being the middle 
50%. 

 

2.1.3 Mental Tax Accounting Scale 

Seven of the 10 questions for the MTA scale were adapted from Muehlbacher & Kirchler (2013) regarding mental 
segregation, physical segregation, and perceived ownership of tax money. As Muehlbacher and Kirchler (2013) only 
used two questions to assess perceived ownership, this research created an additional two items. These were 14 b: 
“When I pay tax it feels like it is coming out of my own pocket”, and; 14 d: “All the money I earn from the business 
should belong to me”. 

Missing data was imputed using a “nearest neighbour” approach based on 10 neighbours.  Questions were standardised 
and summed to create the scale with each question given equal weight. Internal consistency for the scale was .58 
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(Cronbach’s Alpha) which is relatively low. One question was removed from the scale due to lack of internal 
consistency – Q14C: “Tax is virtually money which businesses are collecting from customers for the government”.   

This MTA scale has lower internal consistency than Muehlbacher & Kirchler (2013), which may in part be due to the 
length of the questionnaire and respondent fatigue given the number of Likert questions. 

Figure 1. Mental tax accounting scale - business practices. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. displays 6 of 9 questions making up the MTA scale focused on business practices.  The survey responses in 
Figure 1 were weighted to the SME population. 

Some key observations were: 
• 32% thought about how much their tax would be when they planned their prices. 
• 63% thought about their taxes when they earned money from the business. 
• 56% reported that they only knew the amount of tax to be paid when their tax returns were completed. 
• 37% always put money aside in case they owed more tax. 
• 52% usually paid tax out of recent business sales. 
• 71% felt that they knew how much money the business needed to put aside for tax. 

 

Figure 2. displays the remaining 3 of 9 questions making up the MTA scale focused on perceived ownership of tax 
funds.  The question ‘Tax is virtually money which businesses are collecting from customers for the government’ was 
excluded from the MTA scale due to internal consistency. 

Some key observations were: 
• 69% never considered the money they paid for tax as their own money. 
• 37% felt that when they paid tax, it felt like it was coming out of their own pocket. 
• 68% viewed tax as virtually money which businesses were collecting from customers for government. 
• 61% did not believe that all the money earned from the business should belong to them. 
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Figure 2. Mental tax accounting and perceived ownership of ‘tax money’. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
2.2 Results 

2.2.1 Filing Compliance  

MTA was found to be significantly related to filing compliance. 

Filing compliance was measured by taking the last five years of returns for a business, and dividing the number of 
returns filed on time by the number of total returns due.  Average filing compliance was 85% for the SME population.  

Those high in MTA had greater filing compliance (88%) than those low in MTA (82%). 

When analysing new businesses similar results are found.  New businesses filing compliance is lower than the overall 
population, averaging 78%.   New businesses high in MTA had greater filing compliance (84%) compared to those low 
in MTA (76%). 

 

2.2.3 Paying Compliance 

MTA is significantly related to payment compliance. 

Paying compliance was measured by taking up to five years of returns for a business, and dividing the number of 
returns paid on time after filing by the number of total returns due.  Payment compliance was 89% for the SME 
population.    

Those high in MTA had greater paying compliance (93%) than those low in MTA (84%). 

When analysing new businesses similar results are found.  New businesses payment compliance is slightly lower than 
the overall population, averaging 86%.   New businesses high in MTA had greater filing compliance (91%) compared to 
those low in MTA (84%). 

 

2.2.3 Hidden Economy  

MTA is significantly related to self-reported Hidden Economy (HE) activity. 
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Those low in MTA self-reported more HE activity (41%) than those high in MTA (33%). 

There was an even larger effect for new businesses with those low in MTA self-reporting more HE activity (42%) than 
those high in MTA (26%).  

The extent to which a business owner thinks about tax as part of their business operations, but not owned by the 
business, significantly relates to voluntary compliance. 

2.2.4 Business Environment 

Figure 3. The prevailing business environment for SMEs. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 3. shows the Likert responses for the SME business environment.  When the business environment was 
compared to the MTA scale it was observed that:  

• Perceptions of competition for work were unrelated to MTA.  
• Those low in MTA were more likely to be struggling to make ends meet (30% vs. 20%).  This effect was 

higher for new businesses with those low in MTA twice as likely to be struggling (36% vs. 16%). 
• Most (78%) were not looking to close down their business.   
• Higher MTA was linked with those strongly disagreeing with the closing down their business statement (72% 

vs. 56%). 

 

2.2.5 Business planning, systems, and processes 

The relationship between MTA and the business systems and processes that business owners had in place; and how they 
monitored, managed, and thought about tax is explored in this section.   

Figure 4 displays the person ‘generally’ responsible for doing the day-to-day booking.  It is noteworthy that 82% of 
respondents reported that the business owner/director was the person primarily responsible for the daily bookkeeping in 
the business (refer to Figure 4).  The question responses were not significantly related to MTA scores. 
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Figure 4. Person responsible for daily bookkeeping.  

 

 

 

 

 

 

 

 

 

 

Figure 5. Recordkeeping systems used by the business.  

 

 

 
 

 

 

 

 

Figure 5. displays the recordkeeping methods used by a business.  When analysed against the MTA score: 
• The use versus absence (responses were binary) of a particular recordkeeping system was unrelated to MTA 
• Having ‘no particular system’ was associated with lower MTA.  
• New businesses with Paper-based systems were lower in MTA than those not using paper systems.  This effect 

was not present in the overall SME population. 

 

Monitoring of tax due is potentially a factor that relates to MTA.  An external bookkeeper/accountant was mainly 
responsible for monitoring how much tax was owed by the business (63%) followed by the business owner/director 
(43%) (refer to Figure 6).  For new businesses the business owner monitoring tax led to higher levels of MTA.  58% of 
those high in MTA monitored tax whereas only 38% of those low.  A significant effect was not present in the SME 
population. 

Having an external bookkeeper/accountant monitoring did not lead to a significant difference in MTA scores 
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Figure 6. Person responsible for monitoring how much tax is owed by the business. 

 

 
 

 

 

 

 

 

 

Figure 7. Frequency that the business owner was informed of the tax owed. 

 

 

 

 

 

 

 

 

 

 

 

Figure 7 displays the frequency of which businesses monitored tax.  27% of business owners were kept 
informed/monitored the amount of tax owed every two months; 19% reviewed this every month; and 26% were only 
informed/monitored the amount of tax owed when it was due. 

For analysis with MTA, data was collapsed into four categories of 0-1 month, 2 monthly, 3+ monthly, and ‘only when it 
is due’.  The more frequent the monitoring of tax the higher the mental tax account.  For instance 29% of those high in 
MTA monitored tax monthly or more frequently compared with only 13% of those low in MTA. 

Bank accounts are also an important way in which tax and business funds can be segmented physically.  Figures 8 and 9 
look at the type of bank account businesses use as well as specific tax bank accounts respectively.  Key insights 
regarding type of bank account were: 

• Half (50%) of business owners/directors had one business bank account for the business (refer to Figure 8). 
• 37% had a number of different bank accounts/sub-accounts for the business. 
• Those with multiple bank accounts had higher levels of MTA. 

With regard to tax bank accounts  
• Only 23% of SME’s had a separate bank account for tax (calculated by combining data from Figure 8 and any 

Tax account from Figure 9). 
• For new businesses 34% had a bank account for tax. 
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Figure 8. Types of accounts business owners used/had. 

 

 

 

 

 

 

 

 

 

 

 

Figure 9. Separate bank accounts/sub-accounts used. 

 

 

 

 

 

 

 

 

 

 

Having a bank account for tax led to higher levels of MTA.  Nearly one in three of those high in MTA had a tax bank 
account compared to less than one in six for those low.  46% of new businesses with a high MTA score had a tax bank 
account. 

Participants were asked a series of questions on budgeting and planning and rated a 5-point Likert scale (Figure 10.)  
Noteworthy points included: 

• More than half of all respondents (52%) have indicated that they do not have a detailed budget in place  
• Higher MTA is related to setting long-term goals for their business. 
• Lower MTA is related to not having a detailed budget.  
• MTA is unrelated to whether a business looks at what their competitors are doing. 
• Those high in MTA more frequently put money aside for unforeseeable expenses and are less likely to have 

unexpected expenses. 
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Figure 10. Attitudes and behaviours towards business budgeting and planning. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.2.6 Tax attitudes and behaviours 

The tax attitudes and behaviours section looks at business owners’ attitudes and perceptions towards tax and Inland 
Revenue; the sources of customer stress; Hidden Economy attitudes and behaviours; and explores the relationship 
between how customers thought about tax and the business systems and processes they had in place.  

Figure 11. Perception of compliance costs and adherence to regulation. 
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With regard to perceptions of paying tax and Inland Revenue: 
• 89% believed that they knew what tax information and records they needed to keep.  Those high in MTA 

strongly agreed (75%) more than those low (44%). 
• 65% felt that the amount of time spent on tax matters was acceptable to them.  For those high in MTA 79% 

found it acceptable while those low 57%. 
• 95% were confident that they had filled out their tax returns correctly.  Those high in MTA strongly agreed 

(86%) more than those low in MTA (61%). 

 
Figure 12. Attitudes towards tax and Inland Revenue. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The link between tax attitudes and MTA is fairly clear: 
• 27% felt that paying tax was stressful for them. 44% of those low in MTA felt stressed while only 14% of 

those high in MTA did. 
• 65% did not resent paying tax.  84% of those high in MTA did not resent paying tax compared to 42% of those 

low in MTA. 
• 46% strongly agreed that paying tax was the right thing to do.  Those high in MTA strongly agreed (67%) 

which was more than those low in MTA (33%). 
• 57% believed that Inland Revenue treated people fairly. Those high in MTA perceived being treated fairly 

more than those low in MTA (70% vs. 55%). 
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Figure 13. Attitudes towards the Hidden Economy. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Many attitudes towards the Hidden Economy were related to MTA: 
• 1 in 2 of those low in MTA perceived cash jobs to be commonplace but only 1 in 4 for those high in MTA. 
• The belief that most people honestly declare all the income was not related to MTA. 
• Most did not believe that it would be easy to run a business under-the-table, however, 1 in 8 did for those low 

in MTA compared to 1 in 16 for those high in MTA. 
• Less than 3% of those high in MTA felt that it was OK to put non-business expenses through the books. 
• 30% of those low in MTA felt that Inland Revenue would never know about cash jobs compared to 21% of 

those high in MTA  

 

Figure 14. Perceived consequences of non-compliance.  

.  
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Figure 14 displays the responses to perceived consequences of non-compliance: 

• MTA was not significantly related to perceived consequences of non-compliance 
• Getting fined and facing financial penalties were perceived to be the most common consequences of non-

compliance (52%). 
• 27% believed that they would be audited.  
• 25% believed that they would be taken to court and have a criminal record.  

Study 1 demonstrates that MTA is significantly related to many facets of voluntary compliance as well as business 
systems and processes. 

3. Study 2 
 

3.1 Methodology 

Qualitative interviews were undertaken with ten participants selected from those who had participated in the survey of 
Study One.  Interviews were voluntary, completed by an outside party (Research New Zealand), and were anonymous.  
Interviews were 45-60 minutes in duration.  Interviews were semi-structured and were able to delve more deeply and 
extend the topic areas that the survey covered.  Topics included the flow of funds through business systems and 
processes, tax ownership, mental segmentation, and the hidden economy. 

3.1.1 Journey of money through the business 

To understand the journey of money through the business, and how this was conceptualised by business owners, 
participants were asked to provide illustrations of this – examples are provided in Figure 15. 

What the illustrations demonstrate is the extent and depth of “tax thinking” within systems of the business owners 
interviewed. As can be seen, there was complexity in this process for some and simplicity in the process for others (in 
not just how they thought about the money flow in their business, but also in how this translated into actual business 
practices). 

Figure 15. Illustrations of money flow by business owners.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Software Developer 
(Interview 4) 
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Figure 15 - continued. Illustrations of money flow by business owners. 

 
 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

IT Consultant 
(Interview 5) 

IT Contractor 
(Interview 8) 

Taxi Driver 
(Interview 9) 

Family Trustee 
(Interview 1) 
 

Engineer (Interview 3) 
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3.1.2 Perceived Ownership of Tax 

A further step was to understand whether the perception of ownership of “tax money” differed across different types of 
tax (e.g. GST vs. PAYE).  Business owners in Study 2 were asked to rate whether GST, Income Tax (INC), and Pay-
As-You-Earn (PAYE) money belonged to themselves or to the Government, using a scale from 0-10, where zero was a 
belief that the money belonged to them while ten was a belief that it belonged to the Government. 

Figure 16 displays the response for the tax type with the subject (S) number.  Of note is the wide range of responses, as 
well as the different responses for the various tax types.  Some people view tax ownership for different tax types 
similarly (i.e. S3, S8) while others dissimilarly (i.e. S7).   

Figure 16. Business owners’ perceptions of whether different types of tax money belonged to them. 

 
 
Some business owners made mental demarcations and a conscious effort to delineate the “tax money” as the example 
below illustrates. 
 

Below are examples provided by some business owners.  

“GST… it’s not your own money it’s just collected on behalf of Government.”  

Software Developer (Interview 4)  
 
“Well I understand that GST is really Government money.” 

Interior Designer (Interview 7) 
 

 “Sometimes you look at the money and you think, oh gosh, if I wasn’t paying that much tax I could go on 
much nicer holidays, or whatever. But, I think I’m reasonably good at like telling myself that money is not 
mine, it just sort of arrives and goes into a separate pot and I never really think about it. It just seems to be the 
best way to go. I mean it would be nice if it happened, like I say, it would be nice if it happened more 
automatically than it does. But yes it’s just sort of mechanical.” 

Software Engineer (Interview 6) 
 

There were others, however, who felt strongly that the money earned from their businesses belonged to them. Below is 
an example of this.  

“Generally yes absolutely [the money belongs to me]. I mean, why not? I mean really when you think about it, 
you get up, you work your backside off and the tax you pay is quite high you know. We’re all good, honest, 
hardworking people, but we get burnt you know. Then you’ve got other people who find loopholes and things 
like that and they make a killing. But the small businesses like myself, we get hammered by tax and GST. It just 
seems to me it’s unfair.” 
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“It’s my money, yes. Well I do, I think pretty strongly about that. I don’t know why we should have to give it to 
anyone else. What you earn is yours and yours to do what you want with essentially.” 

Builder (Interview 2) 
 
 
3.1.3 Views towards tax 

Among Study 2 business owners, two common themes around the payment of tax emerged. The first theme was the 
perception by a number of the interviewees that the rate of tax was too high. Below are examples to illustrate this.  

“But for what you do work for, I think you should get the majority of [it]. I mean 33 per cent [tax] is an absurd 
amount, 10 per cent, you know between 10 and 15 per cent [would be better].” 

Builder (Interview 2) 
 
“I think to pay the tax is just a duty. But, what’s the return we get from the Government?….I can’t rely on the 
Government and I think the tax I pay is not worth that. No, I would prefer I pay less tax and I get my own 
health insurance. At the moment it seems like I pay twice. I pay high tax for whatever medical care the 
Government provides. I still need my private one to cover [me].” 

IT Consultant (Interview 5) 
 
“I guess a percentage of it belongs to the Government, but I also think that small businesses like myself, we 
pay way too much tax. Well I mean, it just seems like when you’re in business that every dollar that comes in, if 
you look at GST, PAYE, provisional tax, all the taxes, I wonder how you know how much of that dollar you 
actually do get in the end… of my hard-earned money.” 

Interior Designer (Interview 7) 
 
“Paying too much [tax].Every single headline here involves tax. Tax is too high and it’s driving people out of 
business. Yes, and the commission, the company I have [is] a franchise which takes from me all the time, every 
time I do a job…. At the end, after everybody has taken their little bit, and regards to the tax department, the 
biggest bit, killing us…. Yes, tax is a cost.” 

IT Contractor (Interview 8) 
 

Another theme which emerged was that some queried why they were collecting GST on behalf of the Government. Two 
examples are provided below. 
 

“Well, I guess, it’s another little job that you have to do. As I mentioned we’re collecting tax for the 
Government, the GST, but I’m not paid to collect it. When you think of it, that’s not very logical is it? You do a 
job for the Government and you’re not paid. I have to do all these things, like the change of rate…. We’re a 
tiny business but you know for me it was a lot of work in just making sure that everything was right on the 
invoices and that we changed things in QuickBooks and that was all right. That was purely doing work for the 
Government for free.” 

Software Developer (Interview 4) 
 
“I don’t know whether we should be collecting it [GST] on their behalf, but that’s the way it is.” 

Interior Designer (Interview 7) 
 
Study 2 business owners held varying views around the social acceptability of engaging in non-compliant activity. 
Below are examples given by those who did not support engagement in such activity. 

“Well it’s just total dishonesty. I don’t know whether they think its dishonesty. But to not pay tax on money 
you’ve got is cheating on everybody else, isn’t it?” 

Software Developer (Interview 4) 
 
“I think at the end of the day [its] important that we contribute to the society. I don’t take all the utilities and 
services for granted. We have schools, we have somebody, we need to pay this right, and this is something I 
think that’s the way I contribute. To be very honest, I am a fortunate person because I have a good income, so 
I am more than happy to contribute and enjoy this, because I can see that it works. So you have police, you 
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have justice, you have education, you have every utility here works. Maybe not in top shape, but it works, you 
can rely on them.” 

IT Contractor (Interview 8) 
 

Others, however, condoned Hidden Economy activity. Some of the rationale given included beliefs around the 
commonality of those activities (social norms); not seeing the value of tax (low tax morale) and a general dislike of 
Inland Revenue. Examples are provided below.  

“The thing that cracks me up is IRD and the Government they’re all for penalising hardworking families. You 
don’t get a lot of bang for your buck. I think the whole cash industry is because of that. If they alleviated the 
tax and GST you had to pay I’d find most people would be happy to pay. And the cash industry, there’s no way 
of stopping the cash industry, regardless of what they say, they can’t stop it. There’s no way to keep a record 
of it or to try to crack down on it, they just can’t. At the end of the day, the cash that you earn generally goes 
back into the community anyway through groceries, or you know, so you’re putting it back in. It’s not like 
you’re, you know I don’t know what they’re thinking. It’s all New Zealand currency, so you’re spending it 
anyway. So yes, you’ll find that most people are happy to pay cash, because they don’t want to get charged 
GST, you know. It’s big.” 

Builder (Interview 2) 
 
“Yes, because when it comes to service, they’re not really doing anybody a service and nobody really cares 
about them. They see them as, just the tax collector taking money that you earned, that they didn’t come out 
and help you earn, sitting back just taking it away from you. In some cases 30-40 per cent of your hard work 
for nothing. They’re not doing anything for you. They’re not helping you to do your job. Yes, I get a bit angry 
when it comes to IRD.” 

Taxi Driver (Interview 9) 
 
 

4. Discussion and Conclusions 
The purpose of the research project was to explore mental tax accounting (MTA) in relation to: compliance, how SMEs 
think and plan their taxes, their systems/processes, and their attitudes.  MTA is a concept adapted from behavioural 
economics, representing the segmentation and ownership of tax as distinct from business funds.  Mental tax accounting 
appears to be an untapped mechanism for revenue authorities to improve outcomes through increasing customer mental 
tax accounts and segmentation of tax money.  Prior research (Adams and Webley 2001; Ashby and Webley 2008a, 
2008b; Muehlbacher & Kirchler, 2013; Muehlbacher et. al., 2015) points to the importance of MTA for voluntary 
compliance as well as other important business factors such as avoiding bankruptcy.  The current study extends this 
body of research with administrative tax information and a more thorough analysis on business systems and processes. 

This research has demonstrated that MTA is involved with many elements of business systems, attitudes, and 
compliance measures.  Having a strong mental account is correlated with greater filing and paying compliance, less 
self-reported hidden economy activity, better perceptions of Inland Revenue, and increased planning - all of which are 
beneficial from a tax authority point of view.  This research has also highlighted that lower MTA is associated with 
greater stress, more business difficulty, and resentment to paying tax.  Mental Tax Accounting did not increase with 
business experience or different bookkeeping systems.   

The qualitative interviews aligned with prior research in terms of the wide variability of mental segments, or lack 
thereof, which owners had for tax.  It further extended prior qualitative research through considerations of three 
different tax types.  Similarly, there is a wide range of tax ownership feelings amongst respondents with no clear 
patterns.  However, the presence of a strong mental tax account did appear to ensure that the business were thinking 
about tax as they transact and interact and the feeling that tax funds are not owned by the business. 

4.1 Limitations 

There are a range of limitations to the interpretation of these results, some due to the nature of survey research, while 
others are due to the conceptualisation and implementation of the research.   

An issues of surveys compared to experiments is that a survey can generally only reveal correlations and not causal 
relationships.  We cannot conclude that MTA causes non-compliance.  Many of the relationships could be bi-directional 
in nature rather than one way.  For instance, having a tax bank account is likely to drive higher MTA, but those high in 
MTA are also more likely to open and use a tax bank account.  Arguably, certain conditions may also cause lower 
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MTA. For instance when a business is failing the owner is likely to be more focused on issues of cash-flow and 
business viability and less focused on tax segmentation.  

A further limitation is that the survey was conducted by telephone, and was voluntary for participants.  The response 
rate was 24%, and although some biases were controlled through weighting the survey responses (the survey was 
stratified by filing compliance and business age), there could be a variety of respondent characteristics that are not 
reflective of the SME population. 

One other possible issue of note was the conceptualisation of tax.  Within the survey specific tax types were not 
differentiated – rather tax was presented as if it were a singular concept.  Previous research generally considered one 
specific tax type (i.e. Adams & Webley, 2001 – VAT; Muehlbacher & Kirchler, 2015 – income tax) rather than merely 
‘tax’.  The rationale for this survey’s singular conceptualisation was that it would be too problematic to survey on 
multiple tax types, and that those low in MTA are less likely to differentiate between tax types.  The qualitative study 
found wide and varied perceptions of ownership by tax type and this is clearly a consideration for future studies. 

A last consideration for further studies is respondent fatigue.  Following the survey the research provider anecdotally 
commented that some participants appeared to find the number of Likert scale questions burdensome.  This may be one 
reason why the MTA scale reliability was less than that of Muehlbacher and Kirchler (2013).  As the MTA research was 
part of a wider research project there were more questions than was otherwise needed.   

Those seeking to research MTA should consider carefully whether it is best to focus on one tax type, different tax types, 
or tax as a singular concept.   

4.2 Improving Mental Tax Accounting 

There may be many potential benefits to be gained from increasing customer MTA levels, as well as many mechanisms 
with which to do so.  For example, Adams and Webley (2001) noted that an owner who had been educated that VAT 
was distinct from business income held a separate mental account.  Research and understanding of MTA is in its 
infancy but the following are ways in which MTA could be improved. 

How we describe and educate tax.  Much of tax authorities descriptions of tax focus on rules, processes, and forms.  To 
improve thinking, administrations could promote and actively describe the desired tax thinking.  One such facet is the 
view of tax as separate to the business, and not owned by the business - which is particularly true of GST/VAT and 
PAYE/PAYG.  GST is a value added tax and not part of business income and PAYE is the employees’ income tax. 

Tax Bank Account.  Having a bank account that is used to provision for tax creates a physical process that separates tax 
and provides a label that infers that it is not part of what the business owns.  A physical representation that is actively 
used by a business will likely lead to mental systems that mirror the physical process.  Tax authorities could more 
actively promote customers creating tax bank accounts. 

Tax forms & systems.  Tax forms and systems like accounting packages could have design elements to support the 
desired tax thinking.  For example, the current GST paper form supports a view that GST is part of business sales (first 
field is Total Sales and Income including GST).  If separation was desired then GST value may be better to start with 
and a field for business sales excluding GST1. 

The Importance of Right from the Start.  Overall there was some, but not much difference, in MTA relationships 
between new businesses and the general SME population.  However, efforts to improve MTA are likely to be more 
effective if they begin Right from the Start of business operations, before bad habits are developed which may be 
difficult to change later. 

Systems: mental, financial, and recording keeping ..The mental segmentation and ownership of tax is clearly linked 
with aspects like the banking separation of tax a record keeping process.  This is further supported by the results of 
Muehlbacher et. al. (2015) who found that whether income was displayed gross or net of tax impacted voluntary 
compliance.  Mental and business systems, and information display, likely influence each other and are perhaps best 
considered together.  Therefore, the most improvement is likely to occur when these systems are coordinated to work 
together to produce the desired thinking – including mental elements.   

IR should have a clear future state of desired tax thinking.  How customers think about tax as they transact and interact 
appears to be important to many outcomes.  Tax administration could define and be clear about the desired tax thinking 
and then promote and advocate this.  For instance, business systems could influence mental processes and as tax moves 
                                                                 
1 In a manual bookkeeping world the current GST form is likely better given the nature of how businesses record transactions, however, in the 
digital world there maybe benefit in changing the form view to support elements like tax separation. 
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to greater digital integration with accounting systems administrations needs to ensure that those processes also promote 
the right tax thinking. 

 

A few further MTA considerations 

As tax administrations change and transform with technology and legislation, consideration should be given to products 
and services that may not promote the desired tax thinking, such as: 

Making tax too simple.  Often one of the goals of revenue authorities is to make tax simpler and easier.  However, 
making tax simpler for customers could have a detrimental effect on tax thinking.  For example PAYE only customers 
are unlikely to have a strong mental account for tax, or any sense of ownership, as they have such limited interaction.  
Similarly, if tax is made too easy for customers it may have some negative side effects.  In making tax easier tax 
jurisdictions should consider and potentially define and promote the right level of tax mindfulness for customer groups. 

Making tax overly mindful.  There could be issues with customers who think excessively about tax.  This could cause 
negative issues, such as an enhanced perception of the customer being an unpaid tax collector, or the level of tax being 
overly burdensome, which a number of the qualitative interviewees felt.  Consequently, MTA should not be considered 
in isolation without other positive thinking such as the social good created by tax. 

Timing of Tax Segmentation and Zeroing/Resetting the Account.  Although not researched, the timing of tax 
segmentation and resetting to zero (mentally and through processes) is likely an important consideration.  Early 
segmentation is beneficial, but only to the extent that tax is not perceived as idle and is applied in a timely manner - 
with the account reset.  A long period between segmentation and resetting through payment of tax may lead to 
negativity as the funds are mentally locked, accumulating, and not applied for their purpose whereas they could have 
been used by the business.  Conversely, tax segmentation that is too frequently reset may be perceived negatively given 
the constant thought required.  

 

2.2 Concluding comments 

How customers mentally segment tax funds and perceive tax ownership is an important part of customers’ perceptions 
and tax behaviours.  The next step is how jurisdictions can move beyond the research and see how these concepts can 
be tested and applied proactively and evaluated. 
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6. Appendix B: Phase 1 Weighted Tables and significant tests 
 

Filing Compliance was measured by the total returns filed on time divided by the total returns due for a five year period. 

Paying Compliance was assessed by the total payments made on time divided by the total payments due for a five year 
period. 

Hidden Economy participation was determined by respondents’ response to questions which asked whether they had 
engaged in non-compliant behaviour in the past year through non declaration of income, overstating expenses, or 
paying staff off-the-books.  

Low Mental Accounting was taken as the bottom 25% of respondents based on population estimates of the MTA scale.  
High Mental Accounting was the top 25% of respondents with medium being the middle 50%. 

Also, note that the tables in Appendix A, and the associated commentary in the paper, may be subtly different to the 
data presented in the Figures.  This difference is due to the Figures including non-response categories such as don’t 
know, not-applicable, and refused, while the data in the tables have non-responses imputed. 

Effective sample sizes varied depending on the analysis.  Although n=1,014, for population estimates the effective 
sample size was approximately 500 due to under sampling the business age bracket of 5+ years and oversampling those 
less than 5 years old (New businesses).  The effective sample size for those below 5+ years was approximately 700.  
Businesses 5 years and over make up 76% of the SME population but were only 30% of those surveyed. 

 

Table 1. Compliance  

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

Filing Compliance 85% 82% 85% 88% 

Paying Compliance 89% 84% 90% 93% 

HE Participation 40% 41% 42% 33% 
 

For statistical analysis Filing Compliance and Paying Compliance were put into three bands due to the highly skewed 
nature of the distribution and then analysed using survey based ordered logistic regression.  Both were statistically 
related to MTA as well as in the young business sub-group.  Filing Compliance t = 2.75, p < .01; and New Businesses, t = 
3.11, p < .001.  Paying Compliance t = 2.80, p < .01; and New Businesses, t = 3.00, p < .01.  Hidden Economy 
participation was a binary variable analysed using survey based t-test - t = -1.78, p < .05; and New Businesses, t = -
3.12, p < .001. 

Table 2. Q1. Respondent type. 

  
All Respondents Low Mental 

Accounting 
Medium Mental 

Accounting 
High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 
Owner 81% 81% 81% 79% 
Director 19% 19% 19% 21% 
Total 100% 100% 100% 100% 

Totals may not sum to 100% due to rounding. 

There was no relationship between Respondent type and MTA.  Survey based t-test – t = 06, p > .05; New Businesses, t 
= .42, p > .05.  
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Table 3. Q2. In total, how many years of experience do you personally have in owning or managing businesses? 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

Between 0 and five years 16% 14% 16% 16% 

Between six and 10 years 20% 21% 20% 20% 

Between 11 and 20 years 23% 25% 18% 32% 

More than 20 years 41% 40% 46% 32% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was no relationship between Q2 and MTA, survey based ordered logistic regression results were t = -.87, p > 
.05; New Businesses, t = -.43, p > .05. 

Table 4. Q4a. Competition for work is very high. 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

Strongly Disagree 14% 23% 12% 8% 

Disagree 15% 11% 15% 19% 

Neutral 27% 24% 28% 28% 

Agree 23% 15% 27% 24% 

Strongly Agree 22% 28% 19% 21% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was no relationship between Q4a and MTA, survey based ordered logistic regression results were t = 1.02, p > 
.05; New Businesses, t = -.78, p > .05. 

 

Table 5. Q4c. I am struggling to make ends meet. 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

Strongly Disagree 26% 25% 20% 42% 

Disagree 24% 20% 27% 23% 

Neutral 25% 25% 30% 15% 

Agree 13% 11% 14% 12% 

Strongly Agree 11% 19% 9% 8% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q4c and MTA, survey based ordered logistic regression results were t = -
3.65, p < .001; New Businesses, t = -4.35, p < .001.  Those ‘struggling to making ends meet’ had lower MTA scores.  
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Table 6. Q4d. I am looking at closing down my business. 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

Strongly Disagree 62% 56% 61% 72% 

Disagree 16% 16% 18% 12% 

Neutral 9% 14% 8% 7% 

Agree 6% 7% 6% 3% 

Strongly Agree 7% 7% 8% 6% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 
 
There was a significant relationship between Q4d and MTA, survey based ordered logistic regression results were t = -
2.39, p < .05; New Businesses, t = -2.54, p < .05.  Those with lower MTA levels were more likely to be looking at closing 
down their business. 

Table 7. Q5. Who is responsible for this business’s accounts and books on a day-to-day basis? 
 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

Respondent 82% 82% 82% 81% 

External bookkeeper/accountant 11% 12% 11% 7% 
Note: only categories where response was greater than 10% in a category have been provided.  
 
There was no difference in MTA scores when the respondent (mainly business owners) was responsible for the day-to-
day  books (t = -.77, p > .05; New Businesses, t = -1.25, p > .05) or when it was an external bookkeeper or accounting (t 
= -.40, p > .05; New Businesses, t = -.13, p > .05). 

Table 8. Q6. Which of the following does this business use to manage its accounts and books? 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Paper-based filing and accounting system 29% 33% 27% 25% 

Computer-based system that has been 
developed in-house and uses spreadsheets 31% 30% 28% 36% 

A desktop accounting software package 26% 26% 25% 28% 

An online accounting system 18% 15% 19% 16% 

No particular filing system, but you keep 
records of your accounts and paperwork 8% 11% 8% 4% 

Note: only categories where response was greater than 10% in a category have been provided.  
 
Within Q6 there was two significant relationships being the New Business sub group had lower MTA scores if they 
used a paper-based filing and accounting system (t = -2.32, p < .05) and the SME population whereby those using ‘No 
particular filing system’ had lower MTA scores (t = -2.00, p < .05). 
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Table 9. Q7. Who is responsible for monitoring how much tax is owed by this business? 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

Respondent 43% 42% 39% 51% 

External bookkeeper/accountant 63% 65% 66% 55% 
Note: only categories where response was greater than 10% in a category have been provided.  
Totals may exceed 100% because of multiple responses. 
For the SME population there was no difference between MTA scores when the respondent was monitoring tax owed 
compared to not monitoring (t = 1.16, p > .05) whereas for the New Business sub group there was a difference (t = 
3.19, p < .01).  There was no difference in MTA for those that used, or did not use, an external bookkeeper to monitor 
tax due. 

 

Table 10. Q8. How often do you monitor how much tax is owed? 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

0-1 month 24% 13% 26% 29% 

2 monthly 27% 30% 25% 28% 

3+ Months 24% 29% 20% 26% 

Only when it's due 26% 28% 29% 17% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

Those who more frequently monitor how much tax is due had higher levels of MTA for both the SME and New 
Business sub group as analysed through a survey based ordered logistic regression: t = -3.24, p < .01; New Businesses, 
t = -3.47, p < .001. 

 

Table 11. Q9. Thinking about the bank accounts and sub-accounts your business has, which of these apply to you? 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

I use my personal bank account for the business 
and do not have a separate business bank account 12% 10% 13% 13% 

I only have one account for the business and no 
other separate accounts or sub-accounts 50% 55% 52% 41% 

I have a number of bank accounts or sub-accounts 
for the business 37% 34% 35% 45% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 
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Table 12. Q10. Do you have a separate business bank account, or use subaccounts, for any of the following? 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

Personal 12% 10% 13% 13% 

Business 65% 76% 64% 56% 

Tax 23% 14% 23% 31% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 
Note: table represents a collapsing of Q10 and Q9.  Tax represents having at least one tax bank account of any type, Business – having a business 
bank account but no tax account, and Personal represents those with neither a tax bank account nor business account. 

Those who had a Tax bank account had higher MTA scores for both the SME population and New Business (p < .001 
for both) in comparison to those with just a Business bank account (survey based ANOVA). 

Table 13. Q11a. I have set long term goals for this business. 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 10% 18% 7% 7% 

Disagree 14% 11% 15% 14% 

Neutral 24% 26% 23% 23% 

Agree 29% 19% 36% 24% 

Strongly Agree 24% 25% 19% 33% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q11a and MTA, survey based ordered logistic regression results were t = 
2.42, p < .05; New Businesses, t = 2.31, p < .05.  Having long term goals was linked to high MTA levels. 

 

Table 14. Q11b. This business has a detailed budget. 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 23% 29% 20% 22% 

Disagree 29% 31% 31% 20% 

Neutral 20% 17% 22% 21% 

Agree 15% 10% 17% 15% 

Strongly Agree 14% 13% 10% 22% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q11b and MTA, survey based ordered logistic regression results were t = 
2.62, p < .01; New Businesses, t = 5.33, p < .001.  Having a detailed budget was linked to high MTA levels. 
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Table 15. Q11c. I regularly look at what our competitors are doing. 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 25% 27% 23% 26% 

Disagree 19% 22% 20% 14% 

Neutral 21% 18% 22% 20% 

Agree 20% 17% 21% 22% 

Strongly Agree 16% 17% 14% 18% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was no significant relationship between Q11c and MTA, survey based ordered logistic regression results were t 
= .48, p > .05; New Businesses, t = 1.84, p > .05.   

Table 16. Q11e. I often put money aside so I can pay for unforeseeable expenses. 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 13% 24% 10% 9% 

Disagree 16% 18% 16% 12% 

Neutral 23% 24% 25% 16% 

Agree 26% 21% 29% 26% 

Strongly Agree 22% 12% 20% 37% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q11e and MTA, survey based ordered logistic regression results were t = 
5.39, p < .001; New Businesses, t = 6.02, p < .001.  Those who put money aside for unforeseeable expenses had higher 
scores on the MTA scale. 

Table 17. Q11f. I frequently have unexpected expenses. 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 27% 25% 22% 39% 

Disagree 35% 24% 40% 37% 

Neutral 17% 22% 17% 11% 

Agree 12% 17% 13% 5% 

Strongly Agree 9% 12% 8% 7% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q11f and MTA, survey based ordered logistic regression results were t = -
4.58, p < .001; New Businesses, t = -4.18, p < .001.  Those who had frequent unexpected expenses had lower MTA 
levels. 
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Table 18. Q13a. I know what tax information and records I need to keep. 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 1% 5% 0% 0% 

Disagree 2% 3% 1% 2% 

Neutral 7% 10% 8% 2% 

Agree 36% 39% 41% 21% 

Strongly Agree 54% 44% 49% 75% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q13a and MTA, survey based ordered logistic regression results were t = 
5.80, p < .001; New Businesses, t = 3.64, p < .001.  Those who know what tax information to keep had higher MTA 
scores. 

Table 19. Q13b. The amount of time I spend on tax matters is acceptable to me. 

  All Respondents Low Mental 
Accounting 

Medium Mental 
Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 5% 10% 4% 1% 

Disagree 12% 14% 12% 10% 

Neutral 16% 19% 18% 11% 

Agree 37% 32% 40% 37% 

Strongly Agree 30% 25% 27% 42% 

Total 100% 100% 100% 100% 
Total may not sum to 100% due to rounding. 

There was a significant relationship between Q13b and MTA, survey based ordered logistic regression results were t = 
3.62, p < .001; New Businesses, t = 5.71, p < .001.  Those with high MTA levels felt time spend on tax more acceptable. 

Table 20. Q13c. When my tax returns are lodged, I am confident they have been filled out correctly. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 1% 3% 0% 1% 

Disagree 1% 1% 0% 0% 

Neutral 2% 2% 2% 1% 

Agree 27% 33% 33% 12% 

Strongly Agree 69% 61% 64% 86% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q13c and MTA, survey based ordered logistic regression results were t = 
4.33, p < .001; New Businesses, t = 4.38, p < .001.  Those with high MTA levels were more confident on the correctness 
of returns. 
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Table 21. Q15a. Paying tax is stressful for me. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 19% 8% 15% 36% 

Disagree 30% 22% 34% 31% 

Neutral 24% 26% 25% 19% 

Agree 19% 27% 20% 9% 

Strongly Agree 8% 17% 6% 5% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q15a and MTA, survey based ordered logistic regression results were t = 
-8.09, p < .001; New Businesses, t = -7.18, p < .001.  Those with low MTA levels found paying tax more stressful. 

 

Table 22. Q15b. It is okay to put non-business expenses through the company books. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 60% 55% 53% 78% 

Disagree 29% 29% 36% 16% 

Neutral 5% 8% 5% 3% 

Agree 3% 3% 4% 2% 

Strongly Agree 2% 4% 2% 1% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q15b and MTA, survey based ordered logistic regression results were t = 
-4.10, p < .001; New Businesses, t = -5.24, p < .001.  Those with high MTA scores were less okay will putting non-
business expenses through the accounts. 

Table 23. Q15c. I resent paying tax. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 31% 17% 26% 52% 

Disagree 34% 25% 40% 32% 

Neutral 22% 37% 21% 9% 

Agree 8% 11% 9% 3% 

Strongly Agree 5% 10% 4% 4% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q15c and MTA, survey based ordered logistic regression results were t = 
-8.10, p < .001; New Businesses, t = -8.93, p < .001.  Those with low MTA scores resented tax more.  
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Table 24. Q15d. Paying tax is the right thing to do. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 2% 4% 1% 2% 

Disagree 1% 0% 2% 1% 

Neutral 9% 12% 9% 5% 

Agree 42% 51% 46% 26% 

Strongly Agree 46% 33% 42% 67% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q15d and MTA, survey based ordered logistic regression results were t = 
5.42, p < .001; New Businesses, t = 5.48, p < .001.  High MTA was related to the belief that paying tax is the right thing 
to do. 

Table 25. Q15e. Inland Revenue treats people fairly. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 5% 6% 6% 2% 

Disagree 7% 10% 8% 3% 

Neutral 28% 29% 30% 25% 

Agree 42% 41% 43% 42% 

Strongly Agree 17% 14% 13% 28% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q15e and MTA, survey based ordered logistic regression results were t = 
3.74, p < .001; New Businesses, t = 5.25, p < .001.  High MTA was related to the feeling that IR treats people fairly. 

Table 26. Q16a. Cash jobs are commonplace in New Zealand. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 8% 10% 5% 12% 

Disagree 20% 7% 22% 27% 

Neutral 35% 30% 37% 33% 

Agree 26% 35% 26% 19% 

Strongly Agree 12% 18% 10% 9% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q16a and MTA, survey based ordered logistic regression results were t = 
-3.67, p < .001; New Businesses, t = -2.49, p < .05.  High MTA scorers felt cash jobs were less commonplace than low 
MTA scorers.  
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Table 27. Q16b. Most people honestly declare all the income they earn. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 5% 6% 4% 5% 

Disagree 15% 12% 16% 17% 

Neutral 32% 30% 34% 29% 

Agree 38% 40% 37% 37% 

Strongly Agree 10% 11% 9% 12% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was not a significant relationship between Q16b and MTA, survey based ordered logistic regression results were 
t = .46, p > .05; New Businesses, t = .22, p > .05. 

Table 28. Q16c. It's easy to run a business under-the-table or on the side, without Inland Revenue knowing. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 36% 30% 31% 51% 

Disagree 39% 37% 43% 34% 

Neutral 16% 20% 17% 9% 

Agree 6% 8% 6% 4% 

Strongly Agree 4% 5% 4% 2% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q16c and MTA but only for the SME population and not the new 
business sub sample, survey based ordered logistic regression results were t = -3.95, p < .001; New Businesses, t = -.26, 
p > .05.  SME businesses with low MTA thought it was easy to run a business under the table. 
 

Table 29. Q16d. Inland Revenue would never know about the income received from cash jobs. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 18% 15% 13% 31% 

Disagree 30% 28% 33% 26% 

Neutral 26% 28% 26% 23% 

Agree 19% 24% 20% 12% 

Strongly Agree 8% 6% 8% 9% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q16c and MTA but only for the SME population and not the new 
business sub sample, survey based ordered logistic regression results were t = -2.68, p < .01; New Businesses, t = -1.31, 
p > .05.  SME businesses with low MTA thought IR would never know about undeclared cash jobs.  
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Table 30. Q16e. If I cheat on my taxes, it is very likely I will get caught. 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

  (n=1,014) (25%) (50%) (25%) 

Strongly Disagree 2% 3% 2% 1% 

Disagree 3% 4% 4% 2% 

Neutral 10% 11% 9% 9% 

Agree 41% 45% 44% 32% 

Strongly Agree 44% 38% 41% 55% 

Total 100% 100% 100% 100% 
Totals may not sum to 100% due to rounding. 

There was a significant relationship between Q16e and MTA, survey based ordered logistic regression results were t = 
3.38, p < .001; New Businesses, t = 2.36, p < .05.  The higher the MTA the more people felt they would get caught for 
cheating on taxes. 

 

Table 31. Q19. What do you think would happen if Inland Revenue finds out that a business has not fully declared 
all of its income or correctly paid the taxes that it owes? 

  All 
Respondents 

Low Mental 
Accounting 

Medium 
Mental 

Accounting 

High Mental 
Accounting 

(n=1,014) (25%) (50%) (25%) 

Fined and financial penalties would be 
imposed 52% 52% 53% 51% 

Taken to court and have a criminal 
record 25% 26% 25% 25% 

Audited by IR 27% 27% 30% 23% 

Targeted in future years for similar 
audits 8% 9% 7% 8% 

Other organisation(s) would also target 
them for audits 3% 4% 2% 3% 

Loss of business reputation 9% 10% 8% 9% 
Totals may exceed 100% due to multiple responses. 

There was no significant relationships between MTA scores and binary responses to Q19 questions.  Within the table 
there are very similar responses across the mental accounting spectrum of low, medium, and high. 
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